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Augtin, Texas

OIL AND GAS LEASE
NO. M-102100

WHEREAS, pursuant to the Texas Natural Resources Code Chapters 32, 33, S1, and Chapter 52, Subchapters A-D and H, (3aid Code being hereinafter referred o as N.R.C.), 20d subject o 2ll
rules and regulations prowulgated by the Commissioner of the General Land Office and/or the Scboo! Land Board parsuant theweto, and all odier applicable saoues and amendoents 10 said
N.E.C., the following area, to-wit:

ALL OF TRACT 992-§, GULF OF MEX1CO, KENEDY COUNTY, TEXAS, CONTAINING APPROXIMATELY 855 ACRES AS SHOWN ON THE OFFICIAL MAP OF THE
GULF OF MEXICO NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, after being duly advertised, offered for lcase on the 10% day of July, 2001, at 10:00 o'clock am., by the Commiissioner of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for the sole and only purpose of prospecting and drilling for, and producing oil and/or gas that rmy be found and produced from ibe above described area; and

WHEREAS, after all bids and remmttances which were received up to said time bave been duly considercd by tx Comzmissioner of the Geperal Land Office and the Schoot Land Board at a
regular meeting thereof in the General Land Office, on the 10™ day af July, 2001, hereinafler the “eiTecdve datc” and it was found and determnined that BNP OIL & GAS PROPERTIES,
LTD. whose address is S00 N. Water Strect, Suite 1000, Corpus Christi, Texas 78471 had offered the highest and best bid for a Yease of (he arca above described and is, therefore, cntiled 1o
-eceive 2 lease thereon:

I0OW, THEREFORE, [, David Dewhiost, Commmissioner of the General Land Office of the State of Texas, hereinafier sometimies referred to as "Lessor,” whose address is Austm, Texas, by
virtuz of the authority vesied in mc and in consideration of the payment by the hereinafier designated Lesses, the sum of Three Hunddred Five Thousand Two Hundred Nioecy-Five And
00/100 Dollars ($305,295.00), roecipt of which is hercby acknowledged and of the royalties, covenapts, stipulations and conditions contuined and hereby agreed to be paid, observed and
petformed by Lessce, do bereby demise, grant, lease and let unto the above mentioncd bidder the exclusive right lo prospect for, produce and take oil and/or gas from the aforesaid arca upon the
following terms and conditions, O-wit:

{, RESERVATION; There is hereby excepted and reserved to Lessor the full use of the property covered bereby and all nghts with respect 1o the surface and subsurface therco( for any and
all purposes except those granted and (0 the cxtent borein granted to Lessec, together wilk the rights of ingress and egress and use of said lands by Lessor and its mineral Jessces, for puposes of
cxploring for and producing (be wrnerals which are not covered, or which may not be covered in the funre, under the terms of this lease, but which may be located within the surface boundarics
of the leased area. All of the rights in and o the Jeased premises retained by Lessor and 2l) of e rights in zud 10 the lcased promiscs granted to Lessee berein shall be cxercised i such 2 manner
tha( peither shall unduly mterfere with the operations of the otber.

2. TERM: Subject to the other provisions hereof, (his lease shall be for a term of five (5) years from the cfiective date hereof (berein called "prisnary term™) and as loog thereafier as oil or
gas is produced in payimg quantties from said area. ’

3. DELAY RENTALS: [fno wcll be commenced on the and hereby leased on or beforc (be anniversary dat= of this kease, this kease shall terminate a5 to both parties unless the Lessee oo or
before said date shall pay or tender 0 (e Commmissioner of the General Land Office of the State of Texas at Austin, Texas, the sum of Ten Dollars (§10.00), per scre, which shall operate as
rental aad cover ibe prvilege of deferving the comroencement of 2 well for rwelve (12) months from said date. o ke nanper and upoa like payments or tenders ibe commencement of 2 well may
be further deferred for like periods of the same number of months sucecssively during the pringary 1aryn hereof.

4. PRODUCTION ROYALTIES: Subject b the provisions {or royalty reductions sct out in subparagraph (E) of this paragraph 4, upon producton of oil and/or gas, the Lessee agrees t© pay
or cause to be paid o be Commissioner of the General Lapd Office in Avstin, Texas, for the use ad bepebit of the State of Texas, during the e bereof:

(A) OIL: As a royalty on o, which is defined as including all hydrocarbons produced in 2 liquid form at the mouth of the well and zlso all condensate, distilste, and other liguid
hydrocarbons recovered from ofl or gas run through a separator or other equipment, as hereinafier provided, U4 part of the gross production or (he aarket value (bawof, at the optioo of e
Lessor, such value 1o be determined by 1) the highest posted price, plus premium, if any, offered or paid for oil, condensate, disrillate, or other liquid hydrocarbons, respectively, of a Uke type and
gravity in the generzl area where produced and when mum, or 2) the highest market price thereof offered or paid in (e gencral area where produced and when run, or 3) the gross proceeds of the
sale thereof, whicheves is the grealer. Lessee agrees that befare any gas produced from the land bereby leased is sold, nsed of processed jn a plant, st will be nm free of cost lo Lessor through aa
adequatc oil and gas separacor of cooventional type or other cquipment as feast as efficicnt (o the ead that all liquid hydrocarbons recoverable from the gas by such weans will be recovered. Upon
written consent of Lessor, the requirement that such gas be run through such a separator or odver equipment may be waived upon such tcrms and conditions as prescribed by Lessor.

(B) NON-PROCESSED GAS: As a royalty on any gas (including flarcd gas), which is defined as all bydrocarbons and gasodus substances not defined as oil in subparagraph (A) 2bove,
produced from any well on said lang (except as provided berein with respect 16 gas processed i 2 ptan( (or the extraction of gasoline, liquid hydrocarbons or otber products) 1/4 part of the grass
produciion or the market value thereof, at the opticn of the Lessor, such value 1o be based on the highast market price paid of offered for gas of comparable quality in the gencral arca where
produced and when run, or the gross price paid or offered to the producer, whichever is greater provided that the maxinam pressure base in measunng Lhe gas wader this lease contract shall not at
any fime excced 14.65 pounds per square inch absolute, and the standard base lemperature shall be sixty (60) degrees Fahrenbeit, comeetion (0 be made for pressure according o Boyle's Law,
and for specific gravity accarding o test made by the Balance Method or by the most approved method of testing being usad by de indusiry at (he tune of Lesting.



(C) PROCESSED GAS: As a royalty on any gas protessed in 2 gasoline plant or other plant for the reeovery of gasoline or other liquid hydrocarbons, 1/4 part of the residue gas and the
liquid hydrocarbons exmacted or the market value thereof, at the option of the Lessor. Al royaities duc herein shall be baced on one hundred percent (100%) of the 1otal plant production of
residue gas ztiributable (o gas produced from this lease, and on fifty percent (50%) or that percent accruing o Lessee, whichever is the greater, of the total plant production of liguid
Swdrocarbons, atiributable 1o the gas produced from this lease; provided that if liquid bydrocarbons are recovered from gas processed in a plant in which Lessee (or its parent, subsidiary or

Tiate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be fiy percent (50%) or the highest percent accruing to a third party processing gas through such plamt

der a processing agreement negotiated at arms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts i the industry), whichever
is the greater. The respective royaltics on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offered for any gas (or liquid hydrocarbons) of
comparable qualty in the general area or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for the respective grades of Jiquid hydrocarbons),
whichever is Lhe greater. Jn no cvent, however, shall tbe royalties payable under this paragraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS; As a2 rayalty on carbon black, sulphur or any other producis produced or manufactured from gas (excepting liquid hydrocarbons) whether said gas be
"casinghcad,” "dry” or any other gas, by frachionating, bumning or any other processing, 1/4 part of gross production of such products, or the markel value therco(, at Gie opton of Lessor, such
market value to be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product is produced, or
(2) On the basis of the average gross sale price of each product for the same month in which such products are produced; whichever 18 the greater.

(E) VARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is bereby provided that jn the event production in paying quandities is established purswant (o the terms of
this lease and such production is brought on line 2nd sales thereof are commenced within twenty-four (24) months of the etfective date hereof, the royalty rate provided herein shall be reduced
20%, and shall apply o each subsequent well drilled and produced on the land covered by this lease. Provided thay, if during such twenty-(our (24) moath term during which Lessee may earn 2
reduced royalty rate of 20% as berein provided, Lessee should dnll in good faith and complete the first well as a dry hole o (be land covered by this Jease, Lessce may receive a six (6) month
extension of the torm in which 10 eam a reduced royalty rte by giving notice o the Cotrrmissioner of the General Land Office, commencing drilling operations on an additional well prior to he
expiradon of such six (6) month period and prosecuting diligently and in good faith the drilting of such additional well and corpleting same so Lhat production in paying quantitics is established
and o that such producton is brought on line and sales thereof are commmenced prioe W the expiration of such six (6) month extension penod.

(ii) In the event production in paying quantities is establisbed pursuant io the terms of this lease and such production is brought on line and sales thercof are commenced after the expiracon
of twenty-four (24) months from the effective date hereof but prior to the expiradon of forty-eight (48) months from the cffective date hereof, the royalty rate provided herein shall be reduced
22.5% and shall apply o cacls subsequent well drilled and produced on the land covered by this lease. Provided that, of during such twenty-four (24) month term duriag which Lessee may carn a
reduced royaity rate of 22.5% as berein provided, Lessee should dnill in good faith and complete the first well as a dry hole on the land covered by this lease, Lessce may receive 2 six (6) moath
cxtension of the lerm in which o eam a reduced royalty rate by giving natice to the Commussioner of the General Land Office, commencing drilling operations on an additional well prior in the
expiration of such six (6) moath period and prosecuting ddigently and in good faith the drilling of such addidonal well and completing same so that production 1 paying quantities is established
and so that such production is brought on line and sales thereof are commenced prior to the expuration of such six (8) mooth extension periad.

(F) NO DEDUCTIONS: Lcssee agrees that all royalties accruing to Lessor under this lease shall be without deduction for the cost of producing, ransportng, and otherwise maldog the
ofl, gas and other products produced hereunder ready for sale or use,

(G) ROYALTY IN KIND: Notwithstanding anything contained herein to the contrary, Lessor may, at its opton, upon pat less than 60 days notice o Lassee, require at any time or from
tme 10 ame that payment of all or any royalties accruing to Lessar under this lease be made m kind without deduction for the cost of producing, gathering, storing, separating, treating,
dehydrating, compressiag, processing, transporting and otherwise making (he oil, gas and other products produced hereunder ready for sale or use. Lessor’s right o ake its royalty in \dnd shall
nat dominish or negate Lessor’s Aghts or Lessee’s obligations, whether express or tmmbed, under (hus lease,

() PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent (his Jease’s proportionate share of any fuel used to process gas produced hereunder
.0 any processing plant Notwithstanding anything contained berein to the contrary, and subject 1o (he consent in wnting of the Coumissioner of the General Land Office, Lessec may reoyele gas
foc gas lift purposes on the leased premises after the liquid hydrocarbons contained in the gas have been removed, and 1o royalties shall be payable on tbe gas so reeyeled wntll such time as the
samc may thereatler be produced and sold er used by Lessee i such manner as o cntitie Lessor 16 2 royalty thereon under the royalty provisions of this lease.

(D MINIMUM ROYALTY: During any year afier the cxpiration of the primmsy term of (s Jcase, if this leasc is mamtained by producson, ihe royaltics paid 10 Lessor in no event shall
be less than an amoun( equal o the (ota) amual delay rental berein provided; otherwise, there shall be due and payable on or before the last day of e roonth succeeding the anniversary date of
this lease a sumn equal to the Wweal annual rental less the amount of yoyaldes pad during the preceding year.

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee's written application, the School Land Board may reduce the royalty ratc sct owt in this paragraph and/or the minivomur
royalty sct out in subparagraph 4 (I) to cxtend (he economic life of this lease and encourage recovery of oll or gas that might otherwise remain unrccovcred. Any such royalty reduction Toust
conform 10 (he requirement of any School Land Board adminisrative rules oo this subjeel. Royalty may 6ot be reduced below the applicable siannory minimum

5. ROYALTY PAYMENTS AND REPORTS: Al royaltes not kaken jn kind shall be paid to the Comnussioner of the General Land Office at Austin, Texas, in te following manter:

Payment of royzlty on production of o aud gas shall be as provided in the rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be received m the
Geperal Land Office on or before the Sth day of the second month succeeding the aomh of production, and royalty on gas 1s due and most be received in the General Land Office on or before the
15(h day af (he second month succecding the month of production, accompanicd by the affidavil of the owner, manager or other authorized agent, completed in the form and manner prescribed by
the General Land Office and showing the gross amount and disposition of all ol and gas produced and the mmrket valuc of the oil and gas, wgether with a copy of all documents, reconds of
reports confirming the gross producton, disposition and market value including gas meter readings, pipeline receipts, gas line receipts and other checks or memoranda of amount produced aod put
o pipelives, fanks, or pools and gas lines or gas storage, and any other reports or records which the General Land Office may require 1o verify the gross production, disposition and market
value. 1n all cases the authority of 2 rmapager or agent to act for the Lessee herein must be filed in the General Land Office. Each royalty payment shall be accompanicd by a chicck stub,
schedule, surmmary or other ramittance advice showing by the assigned General Land Office lease sumber the amount of royzlty being paid on each lease. If Lesset pays his royalry on or before
thirty (30) days afler the royally payment was due, then Lassee owes a penalty of 5% on the royalty or §25.00, whichever is greater. A royalty payment which is over thirty (30) days late shall
accrue 2 penaity of 10% of the royalty due or $25.00 whichever is greater. In addition 1o a penalty, royalties shall accnse interase at a fate of 12% per year; such interest will begin accruing wien
the royalty is sixty (60) days overduc. Affidavits and supparting docurnents which are not filed when due shall incur 2 penalty m an amaust sct by the General Land Office adminisirative rule
which is effecave on the date when (e affidavits or supporting documents were due. The Lessee siall bear all responsibility (or paying or causing royalties io be paid as prescribed by the duc
daic providcd Scremm. Payment of (he delinquency penalty shall in no way operate Io prohibit the State’s right of forfeiture as provided by law nor act (o postpone the date on which royalties were
onginzlly dez. Tbe above peoalty provisions shall oot apply in cases of tide dispute as to the Stale's portion of the royalty or 1o that portion of the royalty in dispute as o fir market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessec shall anpually furnish (he Conmrissioner of the General Land Office with its best possible estimate of oil and 25
reserves underlying this Jease or 2llocable to this Yeasc and sball furnish ssid Commissioner with copies of all congracls under which gas 1s sold or processed and all subsaquent agreements and
amcndments o such contracts within thirty (30) days after entering into or making such contacts, agreements or arendments. Such covtracts and agreements when seceived by the General Land
Qifice shall be held in confidence by the General Land Office ualess otherwisc authorized by Lessee. All other contracts and records pertaining lo the production, ransponation, sale and
marketing of the oil 203 gas produced on said pretiuses, 1ochuding the books and acoounts, receipts and discharges of all wells, mnks, pools, meters, and pipelines shall st all tmes be zubject ©0
inspection and examination by the Commmissioner of the General Land Office, the Attoracy General, the Governor, or the representative of any of them.

(8) DRILLING RECORDS: Wriden notice of ll operations on this lease shall be submuted to the Commrissioner of the General Land Office by Lassee or openalor five (5) days befare
spud date, workover, re-cowy, temoporary abandonment or plug and zbandonment of any well or wells. Such writin notice to tie General Land Office shall include copies of Railroad
Commission forms for applicadon  drill Copies of well lests, completion repors and plugging reports shait be supplied to the Genera Land Office at the time they are filed with the Texas
Railroad Commission. Lessee shall supply the General Land Office with any records, memoranda, accounts, reports, cuttings and cores, or other informadon relative to the operation of the
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above-deseribed premises, which may be requested by the General Land Office, in additon to those herein expressly provided for. Lessee shall have an electrical and/or radicactivity survey
made on the bare-hole section, from the base of the surface casing 1o the total depth of well, of all wells dnlled on the above described premises and shall transmil a wue copy of the log of each
survey on each well to the General Land Office within fiftezn (15) days after the making of said survey.
(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials are nol filed in the General Land Office when duz. The penalty for late Aling shall be se(
e General Land Office administrative rule which is effective on the date when Ure materials were due in the General Land Office.

7. RETAINED ACREAGE: Notwithstanding any provision of this lease (o the contrary, after a well producing or capable of producing oil of gas has been completed oo the leased premises,
Lessee shall exercise the diligence of a reasonably prudent operator in drilling such addjtional well or wells as may be reasonably necessary for the proper development of the leased premises and
in marketing the production thercon.

(A) VERTICAL: [n the event this lcase is in force and effect two (2) years after (he expiracon date of the prismary or ¢xtended tenm it shall then terminate as ta all of the Jeased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing in paying quantitics and 320 acrcs surrounding each gas well capable of producing in paying quantities (including a shut-in
ol or gas well as provided in Paragraph 11 hereof), or a well upon which Lessee is (en engaged in continuous dnlling or rewerking operatious, or (2) the number of acres included in a producing
pooled unil pursuaanl 1o Natural Resources Code Sections $2.151-52.153, or (3) such greater or lesser number of acres as may then be allocated for production purpeses (o a proration umit for
cach such producing well under the rules and regulations of the Raitroad Commission of Texas, of any successor agency, or other governmental authority having junisdicton. Within 90 days of a
parial tenminadon of this lease in accordance with this subparagraph and upon payment of the miniroum filing fee set by General Lsnd Office rules in effect at the time of the partial termination,
Lassee shall have the right to obtain a surface lease for ingress and cgress on and across the termupated portion of the leased premises as may be reasonably neccessasy far the continued operadon
of the portions of the Jease remaining in force and effect If Lessee fails to apply for a surface lease within the 90 day period specified above, Lessee may apply for  surface lease from the Land
Office, but e Land Conmissioner has (he discretion to grant or deny such application and 1o set the fze for such surface lease.

(B) HORIZONTAL: In the event this lease is in force and effect two (2) years after the expiration date of the primary or extended tevm it shall Rarther lermuoate as (o all deptis below 100
feet below Lhe 1ol depth drilled (hereinafter "decper depths™) in each well located on acreage retained m Paragraph 7 (A) above, unless on or before two (2) years after the primary or exiended
termn Lessce pays an amount ¢qual (o one-half (1/2) of the bonus origimally paid as cousideration for this lease (as specified on page 1 hereof). If such amounl is paid, this lease shall be in force
and ¢fect as to such deeper depths, and s2id termination shall be delayed for an additional period of two (2) years and so long thereafter as oil or gas is produced ia paying quantties from such
deeper deplhs covered by tus lease.

(C) IDENTIFICATION AND FILING: The surface acreage relawcd hercunder as 1o each well shall, as nearly as practical, be m the form of a square with the well Jocated in e ceater
thereof, or such other shape as may be approved by the School Laad Board. Within thirty (30) days afler pardal tenninadon of this Jease as provided herein, Lessee shall execute and record a
relsase or releases containing a satis{actory legal description of the acreage and/or depths not refained hereunder. The recorded release, or 2 cerufied copy of same, shall be Med w the General
Land Office, accompanied by the Bling fee prescribed by the General Land Office rules w clect on the date the release is filed. If Lessee fails or refuses 1o execute and record such release or
rcleases within ninety (90) days after being requested o do 5o by the General Land Office, then the Commmissioner 2t his sole discretion may designate by wnaen instrument the acreage and/or
depths (o be released hereunder and record such instrument at Lessee's expense in the county or coundes where the 1ease is located ard in the official records of the General Land Office and such
designation shall be binding upon Lessec for all purposes. 1f at any time after the effecnve date of the pantial lerminaton provisions hereof, the applicable field nules are changed or the well or
wells located thereon are reclassified so that less acreage is thereafier allocated o said well or wells for production purposes, this lease shall thereupon temminate as 16 all acreage not thereafier
allocated o said well or wells for production purposes.

8. QFFSET WELLS: If oil and/or gas should be produced in commercial quandties from a well located on land privately owned or on State land leased at 2 lesscr oyalty, which well is
within one thousard (1,000) feet of the area included herein, or which well is draining (he area covered by this lease, the Lessee shall, within sixsy (60) days after such initial production fram the
draining well or the well loeated within one thousand (1.000) feet fram the area covered by Lhis kease begin 1n good (ith and prosecute diligenily the drilling of an offset well on the anca covered
v this lease, and such offsct well shall be drilled to such depth as may be necessary o prevent the tndue drainage of (he arca covered by this Jease, and the Lesses, manaper or drilter shall usc all

ans necessary m a good faih effort to make such offset well produce oil and/or gas in cormmercial quantities. Oaly upon the deternunation of the Commissioner and with his wnzen approval,

1y the payment of a compensatory royalty satsfy the obligation 0 dnill an offset well or wells requited under this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If during the primary term hereof and prior 16 discovery and production of ofl or gas on s2id land,
Lessce should drill a dry bolc ar holes (hereon, or if during the pnrmry term hereof and after the discovery and actual production of oil or gas from the leased premises such production thereol
should ceasc from any cause, Hiis lease shall not terminate if on or before the expuraton of sixty (60) days from datc of complction of s2id dry bole or ccssation af producton Lessee commences
additional drilling or reworking operations thereon, or pays or lenders (he next annual delay rental in the samne manner a5 provided in this Jease. If, during (he last year of the primary term or
within sixty (60) days prior thereto, a dry hole be completed and abandoned, or the praducact of ol or gas should ccase for any cause, Lossee’s rights shall remain m full forcz and zffect without
further operations wntil the expiration of the primary (et and if Lessee has nat resumed production in paying quantities at the expiration of lhe priary term, Lessee ymy maintain this bease by
conducting additional drilling or reworking opcrations pursuant (o Paragraph 10, using the expiration of the primary term as the dale of cessation of production under Paragraph 10, Sbould tie
first well or any subsequent well drilled on (he above described land be completed as a shut-in oi or gas well withm the primary tesm hereof, Lessec may resume peyrent of the annual rental in
the same manner as provided berein on ar before Lhe rental paying date (ollowing Lhe expiradon of sixty (60) days from the date of coopletion of such shut-in ol or gas well and wpon the fallure
(o make such payment, ihis lease shall ipso facto torminate. £ at U cxprration of the privvary o or any time Lhereafler a shut-in oil or gas well is localed on the leased premises payroenls my
be madz in accordance with the shut-in provisions bereofl

10. CESSATION, DRILLING, AND REWORKING: 1£ after the cxpiration of the primary term, production of ol of gas from Ihe leased premuses, after once oblained, should ccase from
any cause, this lease shall pot lemnate if Lessee commences additional drilling or reworking operations within sixty (60) days afier such cessation, and this lease shall remain in full (orce and
effect for 5o long as such operations continue in good faith and in workrmanlike manner without mteruptions totaling more than sixty (60) days. If such drilling or reworking operations result ip
the production of oil or gas, the lease shall remain in full foree and effect for so long as oD or gas is produced from the leased premises in peying quantitics or payment of shut-in oil or gas well
royaliics ar payment of conpensatory royaltics 1s made as provided berein or as provided by law. If the drilling or reworking operations result in (he cormpletion of a well a3 a dry bolc, the tease
will not ienminate if (e Lessee commenccs additional drilling or reworking operations widun sixty (60) days afier the completion of the well as a dry bole, and this leasc shall remain in effect 50
long as Lessee continues drilling or reworking operations in good fasth and in a worlarznlike nmaper without interruptions (otaling more thaa sixty (60) days. Lessee shall give writien notice 1o
the General Laod Office within thisty (30) days of apy cessatioun of production.

11. SHUT-IN ROYALTUES: For purposes of (his paragraph, "well™ means any well that has been assigned a well number by the staie agency having jurisdiction over the production of ail
and gas. If at any time after the expuaton of the prismry term of a lease that, unnl being sbut i, was being maintamed in force and effect, a well capable of produciag oil or gas in paying
quantities is locatcd on the leased prermises, but oil or gas is nat being produced for lack of suiable production facilities or lack of 2 suitable markel, then Lessee may pay as a shut-in oil o7 gas
royalty zn amouat equal (0 double the annual rentat provided in the lease, but not less thag $1,200 a year for each well capable of producing oil or gas in paying quantides. To be effective, cach
initial shut-in ot or gas royalty must be patd on or before: (1) the expimton of (he primary term, (2) 60 days aflcr the Lessce ceascs W produce ofl or gas from the leased preraises, or (3) 60 days
after Lessee completes a drilling or reworking operalion in acoordance with the Jease provisions; whickever date is latest. [f the shut-in oil or gas royalty is paid, (be lease shall be considered to
be a producing leasc and (e payment shall cxtend the term of the lease for a period of ope year from the end of the primary tanm, or from thc first day of the month following the month in which
production ceased, and, after that, if no suitable production facilities of suitable maeke( for the oil or gas exists, Lessee may extend the lease for four more successive periods of one (1) year by
paying the same amount cach year on or before die cxpirztion of each shul-m year.

12 COMPENSATORY ROYALTIES: If dunng (he period the leasc is kept in effect by payment of the shut-in oi) or gas royalty, oil or gas is sold and delivered in paying quantities ﬁ_-om_a
well ocated within one thousand (1,000) feet of the leased premises and completed in the same producing reservoir, or in any case in which drapuage i occurring, the nght (o contmue (0 MainRA
the lease by paying the sbut-in ou or gas royalty shall cease, but ihe lease shall remain cffective for the remainder of (be year for which the royaity has beea paid. The Lessee may maintain e

as¢ for four more successive years by Lessee paying compensalory royalty at the royalty rate provided in the lease of e market value of production from the well causing the drainage or whicit
s completed in the same producing reservoir and within one thousand (1,000) fect of the leased premises. The compensatory royalty s o be paid monthly 16 the Commissioner begiming on or
before the last day of the month following the month in which the oil or gas is produced from the well causing the drainage or that is completed in the samme producing reservoir and lacated within
one thousand (1,000) feet of the leased premises; if the compensatory royalty paid in any 12-manth period i in an amowmnt less than tie anmtal shut-ia oil or gas royalty, Lessee shall pay an
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amount equal o the difference wathin thirty (30) days from the end of the 12-month penod; and none of these provisions will relieve Lessee of the obligation of reasonable development nor the

obligation to dnll offset wells as provided in NR.C. Section $2.034; however, at the determination of the Comwnissioner, and with the Cormrmmissioner's written approvai, the payment of

compensatory royaltes shall saasfy the obligation to drill offset wells. Compensatory royalty payments which are nol dmely paid will acerue penalty and interest in accordance with Paragraph 5
fihis lease.

:3. EXTENSIONS: I, at the expiration of the primary term of this lease, production of oil or gas has not been obtained on the leased premises but drilling operations are being conducted
thereon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiration of the primary temm, file in the General Land Office written application to the Cormmissioner
of the Gereral Land Office for a thirty (30) day extension of this lease, acconpanicd by payment of Three Thousand Dollars ($3,000.00) if this Jease covers six hundred forty (640) acres or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six hundred forty (640) acres and the Commissioner shall, m writing, extend this lease for a thirty (30) day period from and
after the expiration of the primary term and s0 long thereafler as oil or gas is prodaced in paying quactities; provided further, Lhat Lessee toay, so long as such drilling operations are being
conducted make like application and payment during any thirty (30) day extended period for an additioral cxtension of thirty (30) days and, upon receipt of such application and payment, the
Comumissioner shall, in writing, again extend this lease so that same shall remain in force for such additional thirty (30) day period and so long thereafier as oil or gas is produced in paying
quantities; provided, however, that (his lease shall pot be extended for more than a (otal of three hundred ninety (390) days from and after the expiration of the primary term unless preduction in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessee shall have the right to use waler produced on said tand necessary for operations hereunder and solely upon the leased premises; provided,
however, Lessee shall not use potable water or water suitable for livestock or irrigation purposes for water lood operations withoul the prior written consent of Lessor. Subject to ils obligation 1o
pay surface damages, Lessee shall have the right o use so much of the sirface of the land that may be reasonably pecessary for drilling snd operating wells and transporting and marketing the
production therefrom, such use 1o be conducted under conditions of least injury o the surface of the land. Lessee shall pay surface damages in an amount set by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages oectrs.

15. POLLUTION: In developing this area, Lessee shall use the highest degree of carc and all proper safcguards to prevent pollution. Withoul limiting the foregoing, pollubon of coastal
wetlands, natural watcrways, rivers and impounded water shall be prevented by the use of containment facilities sufficient W prevent spillage, seepage or ground water contammnation. In the event
of poliution, Lessee shall ese 21l means at its dispasal to recapiure all escaped hydrocarbons or other pollutant and shall be responsible for all damage 1o public and private propertes.

(A) UPLANDS: Lessee shall build and maintain fences around its shush, sump, and drainage pits and tank batteries so as o protect livestock against loss, damage or injury; aud wpon
coomplction or abandonment of any well or wells, Lessee shall fill and level all slush pits and ccllars and completely clcan up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of salid waste ar garbage shall be ailowed into State waters from any drilling or support vessels, production platform, crew or supply boal,
barge, jack-up rig or other cquipmept located on the leased arca. Solid waste shall include but shall not be limued 10 contamers, equipment, rubbish, plastic, glass, and any other may-made nos-
biodegradable items. A sign must be displayed in a high traffic area o all vessels and manned pladforms saadng, "Discharge of any solid waste or garbage into Staie Walers from vessels or
platforms 1s serictly prolibited and may subject 2 Scate of Texas Jease o forfeiture.” Such staternent sball be in Jeitering of af Jeast 17 in size.

(C) RIVERS: To the extcnt necessary t6 prevent pollution, the provisions found im subsections (a) znd (b) of this paragraph shall alse apply to rivers aod niverbeds.

(D) PENALTY: Failure to comply with (e requirements of this provision may result in the waximum pepalty allowed by law including forfeinre of (he lease. Lessee shall be Uable for
the danmmges caused by such fadure and any costs and expenses incurred i cleaning arcas afiected by the discharged waste.

16. IDENTIFICATION MARKERS: Lessze shall erect, at a distance not lo cxceed twenty-five (25) feet from each well on the pramiscs covercd by this lease, a legible sign ob which shall
be stated the name of (e operator, the lease designation and the well nurober. Where two or more wells on the same lease or where wells on two or more leases are connected 10 the same @nk
‘ttery, whether by mdividual flow line coupections direct o lhe tank or (auks or by use of a multiple header system, cach line between each well and such tank or beader shall be legibly
atified at all times, eilber by 3 finuly attached (ag or plate or an identification properly painted on such line at 2 distance not to exceed three (3) feet from such tank or hieader consection. Said
.ighs, tags, plales or other idendfication markers shail be maintained in 2 legible condition througbout the term of this Jease.

, ASSIGNMENTS: The leasc may be transferred at any time: provided, however, that the Lability of the wansferoe to properly discharge its obligation under the lease, icluding properly
pluggmg 2bandoned wells, r:zmvulg platforms os pipelines, or remediaton of contaminzation at drill sites shall pass o the Gansferee upon the prior writico consent af the Commmissioncr of the
General Land Office. The C icner may require the ransf 10 demonsirate financial respongibility a0d may require 2 bond or otker security. All transfers roust reference the leasc by the
file number and must be recarded w the county where the area is located, and the recorded transfer or a copy certificd (0 by the County Clerk of (he county where the transfer is recorded must be
filed in the General Land Office within minety (90) days of the exccunon date, as provided by N.R.C. Secdon 52.026, zccompanied by the filing fee prescribed by the General Land Office mules in
effect on the date of recefpt by the General Land Office of such trapsfer or certified copy thereof Every transferce shall succeed o ail rights and be subject to all obligations, liabilities, aad
penalties owed to the Siale by the origmal lessec or any prior oramsteree of the lease, meluding any liabilites to the state {or unpaid royalties.

18. RELEASES: Lessee may release the rights granted hercunder to the State at any time by recording the release in the county where this area is situatzd and filing the recorded release or
cerified copy of same in the Geaeral Land Office within nivety (90) days afier its execution accompanied by the filing fee prescribed by the General Land Office rules in effect on the date of
teceipt by the Gexeral Land Office of such release or cormified copy (hereol Such release will not have the cffect of relcasing Lessee from any liability therelofore accnied i favor of the Sate.

19. LIEN: In aceordance with N.R.C. Sechon 52.136, the State shall bave a first lien upon all oi and gas produced fom the arca covered by this lease to secire payment of all unpaid royaley
and otber sums of smaney that wmy become duc under this lease. By aceeplance of this lease, Lessee granis the State, in addition 1o the lien provided by N.R.C. Section 52.136 and any other
applicable statutory lien, an express contractual lien on and secunty mterest in all leased minerals wn and exiracled from the leased premses, all proceeds which may aceonic (o Lessec from e sale
of such leased wunerals, whether such proceeds are held by Lessee or by a thurd party, and all fixtures on and mprovemeants (o the leascd premises used in conpechion wath the producton or
processing of such leased minerals 1n order to szcure the payment of all royaldes or other amounts due or to become duc under this Jease and to sccure payment of any damages o loss (hat Lessor
tmy suffer by reason of Lessee’s breach of any covenant o condition of this leasc, whether express or implicd. This lien and security interest may be forcclosed with or without court proccediags
in the maaoer provided m the Title 1, Chapter 9 of the Texas Business and Cormmnerce Code. Lessee agrees that the Conmmmssioner may require Lessee to execute and record such imstruments 2$
may be reasonably vecessary to acknowledge, attach or perfect this lien. Lesses hereby represents that there 2r¢ 00 prior or superiar hiens arising from and relating (o Lessee’s actwities upon the
above described property or from Lessce's acquisition of this lease. Should the Commmissioner at any time detemmine that this represeniation is 1ot true, then (he Commissioner may declare this
lease (orfeiled as provided hercon

20. FORFE(TURE: If Lessee shall Gl or refise to make the payment of any sum within thirty (30) days afler it becomes due, or if Lessee or an authorized agent should knowingly make any
false renmm or false report concerning production or drilling, or if Lessee shal! fail or refuse to dnilf any offse¢ well or wells in good f2ith as required by law and the rules and regulatons adopled
by the Conumissiover of the Genernl Land Office. or if Lessee should fzil (o file reports in the manner requued by law or (2l © comply with ruies and regulations promulgated by the Gereral
Land Office, the School Land Board, or the Railroad Commission, or refise the proper authority actess 0 the rocords pertaining o operations, or if Lessee or an authorized agent should
knowingly fail or refuse 1o give correct information to the proper authority, or knowingly (il or refuse 1o farnish the General Land Offce a correct log of any well, or if Lessee shall knowngly
violate any of the material provisions of (s Jease, or «f this lease is assigned and the assignment is not filed in (he General Land Office as required by law, the rights acquired under this lease shall
be subject 1o forfeinire by the Conmnissioner, and he shall forfeil same when sufficieatly informed of the facts which 2uthorize a (orfeinire, and when forfeited (he area shall again be subject 0
lease (o the highest bidder, under the samc rcgulations controlling the original sale of leases. However, nothing hicrein shall be construed as waiving the autormlic lermination of this leasc by
operation of law or by reason of any spectal limitation anisiug hereunder. Forfeitures may be set aside and this lease and all rights thereunder eeinsiaced before the yights of another jntervene upon
sadsfactory evidence (o the Commmissioner of the General Land OfSce of funire comnpliance with the provisions of the faw and of this Jease and the ndes and regulstions that may be adopied
elanve hereto.

21. RIVERBED TRACTS: In the event this leasc covers a riverbed. Lessee is hereby specifically graoted the right of crmncnt domaw and condetrmation a5 provided for in N.R.C. Seetions
$2.092-52.093, as a part of the consideration moving 0 Lezsor for the coverants herein nrde by Lessce.
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31. EXECUTION: This oii and gas lease must be signed and acknowledged by the Lessee before it is filed of record in the county records and in the General Land Office of the State of
Texas. -

BNP OIL & GAS PROPERTIES, LTD.
BY PAGENERGY COMPANY, LLC, ITS GENERAL PARTNER

Sy

7

CITLE: MANAGER
AUGUST 30, 2001

DATE:

IN TESTIMONY WHEREOF, witness the signatre of the Corrrrussioner of the General Land Office of the State of Texas under the <eal of the General Land Office

COMMISSIONER OF THE GENERAL LAND OFFICE
OF THE STATE OF TEXAS

8- 17-2001
APPROVED
Conteaty
Legal
DC
Exec
TEXAS
STATE OF (CORPORATION ACKNOWLEDGMENT)
NUECES
COUNTY OF
BEFORE ME, (be wndersigned authority, on this day personally appeared Paul P. Black
o 10 we 10 be the person whose mam is subscribed ( the fore going instrument, as Manager of BNP Oil & Gas Properties, Ltd.,

by Pagenergy Company, LLC, its General Partner and acknowledged 10 me that he exconied the same

for the purposes and consideradon therein expressed, in the capacity stated, and as the act and deed of said corporation.

Given under mry hand and seal of office this e &)Ii day of %;C/QM ,N’W/W

STAN FOX Nolary Public in and {or
Notary Public

STATE OF TEXAS
Ly Comm. Exp. June 18, 2032

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)
COUNTY OF

Before me, he undersigned authority, on this day personaily appeared

kaown to uie 1o be the persons whose names are subscribed 16 the foregotng instrument, and acknowledged 16 me that they executed Lhe
came for the purposes and consideradon therein expressed.

Given under my hand and seal of offica this the day of , 19

Notary £ablic 1n and for

JAY/GULF



22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lcase shall be subject to all rules and regulations, and amendments thereto, promulgated by the Conmussioner of the
General Land Office govermng drilling and producing operations on Permancit Free School Land specifically including any rules promulgated that relate o plans of operations, payment of
royalties, and auditing procedures, and shall be subject to all other valid startutes, nies, regulations, orders and ordinances that may afficct opcrations under the provisions of this lease. Without
Yimiting the generality of the forcgoing, Lessee hereby agrees, by the acceplance of thi§ leasé, 1o be bound by and subject 16 2ll statutory and cegulalory provisions relating to the General Land

Yee's audit billing notice and audit hearings procedures. Said provisions are currently found at 31 Texas Adminiseative Code, Chapter 4, and Texas Nahwral Resources Code Sections 52.135

. 52.137 through 52.140. In (he event Lhis lease covers land franchised or leased or otherwise used by a navigation district or by the United States for the purpose ol navigaton or other
purpose inctdent o the operation of a port, then Lessee shall not be entitled to eater or possess such fand without pror approval as pravided under Section 61.117 of the Texas Waler Code, but
Lessee shall be ¢ndiled 10 develop such fand for oil and gas by directroral drilling; provided, however, that no surface dnlling lecation may be nearer than 660 fect and special permission from
the Coramissioncr of the General Land Office is necessary o make any surface location nearer than 2,160 feet measured 2( nght angles from the nearest bulkhead line or Gom the nearest dredged
botiomn edge of any channel, slip, or ruming basin which has becn authorized by the United States as a federal project for future construchon, whichever is nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall not, in any event, be penmfted to remove the casing or any part of the ¢quipment from any
producing, dry, or abandored well or wells without the written consent of the Commissioner of the General Land Office or his anthofized representative; nor shall Lessee, without the wniten
consent of said Commissioner or his autnorized representative remove from the Yeascd premises the casing or any other equipment, malerial, machinery, appliances or property owned by Lessee
and wsed by Lessce in the developiment and production of otl or gas therefrom unti) all dry or abandoned wells have been plugged and until all slush or refuse pits bave been properly filled and all
broken or discarded limber, machinery, or debris sha)l fiave been removed fram the premises 1o the satisfaction of the said Commissioner or bis authorized representauve.

24. RORCE MAJEURE: Should Lessec be prevented from cemplying with any cxpress or inmplied covenant of this tease, from conducting drilling opcrations thereon, or from producing oil
and/or gas therefrom, after effort made in geood faith, by reason of war, rebellion, rots, soikes, fires, acts of God or any order, rule or reguladon of govermrneniat authority, (hen while so
prevented, Lessee's obhgation io comply with such covenant shafl be suspended upon proper and satsfactory proof presented 1o the Corrunissioner of the General Land Office in stpport of
Lessec’s contention and Lessee shall no¢ be liable for damages for fzilure to comply therewith (exeopt in the event of lcase operations suspended as provided in the rulcs and regulations adopted
by the School Land Board); and this lease shall be cxicnded while and so long as Lessce is prevented, by any such cause, from drilling, reworking operations or producing oil and/or gas om the
leased premises; provided, however, that nothing herein shall be con.strucd to suspend the payrment ol rentals during the prirmary ar ex(ended term, noc o abridge Lessee’s right (8 4 suspension
under any applicable statute of this State, , )

25. LEASE SECURITY: Lcssee shall ake the highest degree of care and all proper safeguards o prolect said premises and (o prevent theft of oil, gas, and other hydrocarbons produced
from said lease. This includes, but is not limiled (o, the installation of all necessary equipment, scals, locks, or othcr appropriate protectve devices ob or at all access poinis at be lease's
production, gathering and storage systens where thef of hydrocarbons can occur. Lessee shall be lable for e Yoss of any hydrocarbons resulting from theft and shalt pay (be State of Texas
voyalties thercoo as provided herein on al) oil, gas or other hydrocarbons lost by rezson of theft.

26. REDUCTION OF PAYMENTS: If during the primary term, 2 portion of the land covered by this lease is included withm the boundaries of 2 pooled unit that has been appraved by the
School Land Board 1u accordance with Natural Resources Code Sections $2.151-52.153, or if, at any time aficr the expirztion of the pamary term or the extended lerm, this lcase covers a lesser
nurnber of acres than the (otal aount described hercin, payments that are made on 2 per acre basis hereunder sball be seduced according to the pumber of acres pooled, released, surmendered, or
otherwise severed. so that payments deternioed oa a per acre basis wnder the terms of this lease during the primary term shall be calcutated based upon the number of acres outside the boundanes
of 2 pooled unit, or, if aRcr the expiration of e primary term, the mwnber of acres actually reained and covered by (his lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agrecments contained hercin shall ¢xtend to and be binding upon (he heirs, executors, administrators, successors or
assipgns of Lessce herein.

28 ANTIQUITIES CODE: In the event that any feanwe of archcological or historical interest on Permanent Schoot Fund Land is encountered during the activities authorized by this lease,

" essee will imrmediately ecase activities and will jmrpediately notify the General Land Office (ATTN. Archacologist, Asset Management Division, 1700 N. Congress Ave., Austn, Texas 78701)
{ the Texas Mistoaca) Corummission (P.O. Bax 12276, Austin, TX 7871() so Ut adequate measures may be undertaken 10 protect or recover such discoveries or findings, as appropaace.

~ssee is expressly placed on notice of the Nationzl Historical Preservation Act of 1966 (PB-89-66, 80 Statutc 915; 16 U.S.C.A. 470) and (e Antiquites Code of Texas, Chapter 191, Tex. Nat
Code Ann. (Vemon 1593 & Supp. 1998). On staic-owned land not dedicated 1o (he Pernanent School Fund, lesser shall potify the Texas Historical Cowmission before breaking ground at a
project tocation. An archacalogical survey might be required by Lhe ¢cemmission before consiruction of the project can commmence. Further, in (be event (hat any site, object, location, artifact or
other fcamre of archaeological, scientific, educational, cultural or historic interest is encountered during the acivities avthorize by this leasc, Iessor will immediately notfy lessor and the Texas
Hisworical Commussion so Ut adequate measures roay be wmdertaken 10 protect or recover such discoveries or findings, as approptiate.

29. VENUE: Lessor and lessee, including lessee's sucecssors and assigns, bereby agree (hat venue for any dispuee arisiog out of a provision of this lease, whether express or implied,
regarding interpreiation of this lease, or relating in any way o this lease or o applicable case law, stanstes, or admimseranve nules, shall be in a count of compeent jurisdiction located in Travis
County, Stzie of Texas.

I N R et

30. LSASE FILING: Pursuaat to Chapter 9 of the Tex. Bus. & Com. Code, this legse muse be filed of r:cord in the office of the Cmmty Cterk in nny oounty.m which all or apy part of the
leascd premises is localed, a0d certified copics thereof must be filed in the General Land Office. The prescribed filing fee shall acwmpauy the certified-copies sent 0 the General Land Office.
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