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Qustin, Texas

OTL AND GAS LEASE
NO. M-102102

WHEREAS, pursuan( to (e Texas Natural Resources Code Chapters 32, 33, $1, and Chapter 52, Subchaplers A-D and H, (said Code being bereinafer referred to as N.R.C.), aud subject 1o alt
rules and regulations promulgated by he Comrmssioner of the General Land Office and/or the School Lasd Board pursuant thereto, and all other applicable stamtes and ameodments to said
N.R.C., the following arca, to-wit

SOUTH ONE-HALF OF THE EAST 640 ACRES (§2 OF E/640 AC.) OF TRACT 1000-S, GULF OF MEXICO, KENEDY COUNTY, TEXAS, CONTAINING
APPROXIMATELY 320 ACRES AS SHOWN ON THE OFRFICIAL MAP OF THE GULF OF MEXJCO NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN,
TEXAS,

was, after being duly advertised, offered for lease on (he 10™ day of July, 2001, at 10:00 o'clock am., by the Commmissianer of the General Land Office of the State of Texas and the School Land
Board of the State of Texas, for Lke sole and anly purpose of prospecting and drilling for, and producing oil 26d/0r gas thal ymy be found and produced from the above described area; and

WHEREAS, afer all bids and reusttances which were received up to said time bave been duly considered by the Conmmissiones of the General Land Office and the Schioo! Land Board zt a

regular meeting thereof in the General Land Office, on the 10™ day of July, 2001, hereinafier the "effective dace” and 5t was found 20d determined ihat BNP OIL & GAS PROPERTIES,

UTD. whose address is S00 N. Water Street, Sulte 1000, Corpus Christl, Texas 78471 had offered the highest and best bid for a lease of the area above deseribed and is, therefore, entitled o
s¢ive a lease thereon:

NOW, THEREFORE, I, David Dewhurst, Commuissioner of the Geuneral Land Office of the Stzic of Texas, heremafier somctiooes referred 10 as "Lessor,™ whose address is Ausiin, Texas, by
virtue of the authority vested in me and in consideration of the payment by the hereimafler designated Lessee, the sim of Two Humdred Twenty-Six Thousaod Two Hundred Sixty-Two And
09/160 Dollary ($226,262.00), receipt of which is hacby acknowledged and of the royaltics, covenants, stipulations and conditions cootamed and hereby agreed o be paid, observed and
performed by Lessce, do hereby denmise, grant, lease and let unto the above mentioned bidder the exclusive right Lo prospect for, produce and takc oi and/or gas from the aforesaid acea upon the
{ollowing letms and conditions, to-wit:

1. RESERVATION: There is hereby excepted and reserved to Lessor the full use of the property covered bereby and all righrs with respect Lo the surface and subsurface ticreof for any and
afl purposes except those granted and 1o the extent heretn granted to Lessee, togeiher with the rights of ingress and cgress and use of said lands by Lessor and its mineral kessees, for purposes of
explormng for and producing the minerals which arc not covered, or which may not bc covered in the future, under the terms of this Jease, but which may be located within the surface boundanes
of the leased area. AY of txe rights iu and 10 (he lcased premises recained by Lessor and all of the rights in and o the leased premises granted to Lessee berein shall be excreised in such a praner
that neithier shall unduly interfere with the operatons of the other.

2. TERM: Subject to the other provisions hereol, this lease sball be for a (enm of flve (5) years from the effective date heroof (berew called "primary torm®) and as long thercafter 2s ol of
gas is produced in paying quaaties from said arca.

3. DELAY RENTALS: ([0 well be commenced oo the tand hereby leased on or before the anniversary dats of this kease, this lease shall terminate s to both parties unless the Lessee on or
before said date shall pay or tender to the Commissioner of the General Land Office of the Stale of Texas at Austin, Texas, e sum of Ten Dollars ($10.00), per acre, which shall operate as
rental and cover the privilege of deferring the commicnoement of 3 well for twelve (12) months from 2aid date. In like manner and apon like payments or tenders the commxenccment of 3 well mmy
be further deferred for like periods of the same number of months successively during the pricwary term bereol

4. PRODUCTION ROYALTIES: Subject (0 the provisions for royally reducdons set out in subparagraph (E) of this paragraph 4, upon producton of oil and/or gas, the Lessce agrees ID pay
or cause to be paid to the Commissioner of the Geveral Land Office in Austin, Texas, for the usc and bencfit of the State of Texas. during tbe tenm bereof:

{A) OIL: Asa royalty on oil, which is defined as iocluding all bydrocarbons produced in & liquid form at the mouth of the well and also 2l condensate, distlate, 2nd other liquid
hydrocarbons recovered fom oil or gas nm through 2 separator or other squipment, a8 bercinaller providod, 1/4 part of the gross production or (he roarket value thereof, at the option of tixc
Lessor, such value 10 be determined by 1) tbe higbes( posted price, plus premmsum, if any, offered or paid for oil, condensale, distiltace, or other liquid hydrocarbous, respectively, of a like typc and
gravity in the geweral area where produced and when run, or 2) the highest market price thercof ofiered or paid in the genoral arca where produced and when num, or 3) the gross proceeds of (be
sale thereof, whichever is the greater. Lessee agrees that before any gas produccd from the land hereby leased is sold, used or processed i a plant, it will be nm free of cost o Lessor throogh 20
adequate ofl and gas separator of conventional type or other equipment at least as efficient to the end that all bquid hydrocarhons recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be nm Lhrough such 2 separator or other cqupment may be waived upon sach tenms and conditions as prescntred by Lessor.

(B) NON-PROCESSED GAS: As a royally on any gas (iocludiog (arcd gas), which is defined as all hydrocarbons and gaseous substances not defined as oil in subparagraph (A) above,
produced from any well on said land (except as provided herein wath respect to gas proccssed i a plant for the exaaction of gasotine, liquid hydrocarbons or other products) 1/4 part of the gross
production or the market value thereof, at the option of the Lassor, such valuc (0 be based on the higbest market price paid or offered for gas of comparable quality o (hc general area wiherc
nroduced and when rum. ot the gross pnce paid or offered 1o the producer. whichever is greater provided that the amaxismums pressare base 1n measuying ibe gas under this kease cootract shall mot at

ny time exceed 14.85 pounds per square inch absclute, and the sandard base temperature shail be sixty (60) degrees Fahrenbeit, correction 10 be fede for presswre according 10 Boyle's Law,
and for specific gravity according (o (st made by the Balaoce Method or by the most spproved method of Lesting beiog used by the industry at the ume of testing.



(C) PROCESSED GAS: As a royalty on any gas processed wn a gasoline plant or other plant {or the recovery of gasotire or oier liquid hydrocarbous, 1/4 pant of the residue gas and the
liquid hydrgcarbons extracted or the market value thereof, al the opuon of the Lessor. All royalties duc hereln shall be based on orte hundred percent (100%) of the total plant production of
residue gas adnbutable o gas produced from this lcase, and on fifty percent (50%) or.that percent accrumg o Lessec, whichever is the grealer, of the tol plant production of liqud
Yydrocarbors, atributable to the gas produced from this lease; provided thiat if liqud hydrocarbons are recovered from gas processed n a plant 1 which Lessee (or its parent, subsidary or

Fiate) owns an interest, then the percentage applicable to liquid hydrocarbons shall be Ry percent (50%) or the highest percent accruing o a third party processmyg gas through such plant

.der 2 processing agreement negotiated at ams’ lengths (of if there is no such third panty, the highest percent then being specified tn processing agreements or copmracts in the industry), whichever
is the greater. The respective royaltics on residue gas and on liquid hydrocarbons shall be determuned by 1) the highest market price paid or affered for any gas (or liquid hydrocarbons) of
comparatle qualicy in di¢ general arca or 2) the gross price paid or offered for such residue gas (or e weighted average gross seiling price for the respective grades of liquid hydrocarbons),
whichever is the greater, In no evene, however, shall (he royaltics payable under Hus parzgraph be less than the royalties which would have been due had the gas not been processed.

(D) OTHER PRODUCTS: As a royaly on carbon black, sulphur or any other products produced or manufactured from gas (excepiing liquwd bydrocarbons) whether said gas be
"casinghead," "dry” or any other gas, by fracGonating, burning or any other processing, 1/4 part of gross production of such products, or the market value thereof, at the option of Lessor, such
markel value to be determined as {ollows:

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

(B) VARIABLE ROYALTY: (i) Subject to the other provisions of thus lease, it is hereby provided that 1 the ¢vent production in paying quantitics i cstablished pursuant to the tenms of
this lease and such production is brought on line and sales thereof are commmenced within twenty=foue (24) moaths of the effective date bereal, the royzity rate provided herein shall be reduced to
20%, and shall apply to zach subscquent well drilled and produced on the Yand covered by Whis lease. Provided that, if during such twenty-four (24) month tcrm during which Lessee may carn a
reduced toyalty ratc of 20% 28 herem provided, Lessee should dnll in good faith and complete the first well a5 a dry hole on the land covered by this lease, Lessee may reeeive 2 six (6) month
extansion of the term in which to earn a reduced royalty rate by giving notice to the Corumssioner of the General Land Officc, commencing driling operations on an additionat well pror to the
expifation of such six (6) month period and proscouting diligently and in good faith the drilliag of such additonal well and completing samre so that production m paying quamtities is established
and so that such production is brought on line and sales thercaf ar: commenced prior to the expiration of such six (6) month extension perod.

(i) In the event production in paying quantites is established pursuznt to the terms of (his lease and such production is brought on line and sales thereof are commenced afier the cxpmaton
of twenty-(our (24) months from Whe effective date hereof but prior 1o the cxpiration of {orty-cight (48) months from the effectve date bereof, the royalty ratz provided herein shall be reduced to
22.5% and shall apply to each subsequent well drilled and produced on the land covered by this lease. Provided that, if during such twenty-four (24) month term diring which Lessee may earn a
reduced rayalty rate of 22.5% as herein provided, 1.esses should drill in good fith and completz the first well as a dry Lole on the land covered by this lease, Lessee may reccive a six (6) moath
extension of the term in which 1 caro a reduced royalty rale by piving notice to the Commissioner of th¢ General Land Office, commencing drilling operations on an addidonal well prior to the
expiration of such six {6) month period apd prosecuting diligently and in good faith ihe drilling of such additional well and completing same so (hat production in paying quagtities is established
and so that such production 1s brought on Line and sales thereof are commenced prior to the expisation of such six (6) mosth extension periad.

() NO DEDUCTIONS: Lessee agrees that all royaltics accruing to Lessor under this fease shall be without deducton for the cost of producing, tansporting, and otherwise making the
oll, gas and other products produced hereunder ready for sale or use.

(G) ROYALTY IN KIND: Notwithstanding anything contzined herein (o the coatrary, Lessor may, al its option, upoo mot less (han 60 dzys notice to Lessec, require at any e or from
tire to tome that payment of all or any royaltics accruing to Lessor under s lease be made in Xind withow( deduction for the cost of producing, gathering, stoving, scparating, treating,
dchydrating, compressing, processing, transporting and otherwise making the oil, gas and other products produced hereunder ready for sale or use. Lessor's right to take its royalty in kind shall
not dirminish or negate Lessor's nghts or Lessec’s obligations, whether express or implied, under this leasc.

(M) PLANT FUEL AND RECYCLED GAS: No royalty shall be payablc oo auy gas as may represent this lcase's proportonale share of any fucl used to process gas produccd hereunder
-1 any processmg plant.  Notwithstanding anything contamed herein to the cootrary, and subject to the consent in writing of the Cormmissioner of the General Land Office, Lessec may recyele gas
for gas lift purposes ou the leased prenuises after (he liquid hydrocarbons contained i the gas bave been romoved, and mo Toyalties shall be payable on (he gas so recycled wtil such time a3 the
same may thercafier be produced and sold or uscd by Lessee in such manner as to eatitle Lessor 10 a royalty thereon under {be royally provisions of this lease.

Ty MINIMUM ROYALTY: During aay year ater the expiration of (ae primary term of ihis lease, if (his lease is mainrined by production, the royatties paid to Lessor in o cvent shall
be less than ap amount equal 1o the lowl annumi delay Tental herein provided; ctherwise, there shall be duc and payzble on or before the last day of the month succeeding the anmiversary date of
this lcasc a sum equal to the 1ptal annual rental Iess the amount of royaines paid during the preceding year.

() MARGINAL PRODUCTION ROYALTY: Upon Lessce’s writcn application, the School Land Board may reduce the royalty rate set out in this paragraph and/or the srmimam
royalty s¢t out m subparagraph 4 (1) 10 cxiend the cconormic Life of this lease and encourage recovery of oil or gas that mighi otherwise remain unrecovered. Any such royalty reduction must
conform to the requirements of any School Land Board administrative rulcs on Uns subject. Royalty may not be reduced below the applicable stacutory munimum.

S. ROYALTY PAYMENTS AND REPORTS: All royaliies not taken in kind shiall be paid to the Commissioner of the General Land Office at Anstin, Texas, in the following manner:

Payment of royalty on production of oil and gas shall be as provided in the rules sct forth in the Texas Register, Rules currently provide that royalty on oil is due and must be received in the
General Land Office on or before the 5th day of the second month suzceeding the month of producton, and royalty on gas is due and must be received i the General Land Office on or before Lhe
15th day of the second month succeeding (he ronth of production, 2ccommparnied by the a@idavit of the owner, manager ot otr 2utborized agent, complctcd  the form and wanner prescribed by
he General Land Office and showing the gross amatmt and disposition of all oil and gas produced and Lhe market value of the oil and gas, together with a copy of all documents, reeonds or
reports confirmung the gross production, disposition and market value including gas meter readings, pipeline receipls, gas ling reocipts and other checks or memoranda of amount produced and puc
into pipelines, anks, or pools and gas lines or gas storage, and any other reports or wweords which the General Land Office may require to verify the gross production, disposition and market
value. fn all cases the authority of 2 manager or agent 10 act for the Lessce hercin must be filed in the General Land Office. Each royalty payment shall be accompanied by 2 check stub,
schedulc, summary or other rormitance advice shawing by the assigned General Land Office lease pugiber the amount of royalty being paid on each lease. If Lessee pays his royalty on or before
thirty (30) days afler (he rovalty payment was dur, then Lessce owes a penally of 5% on (ke royalty or $25.00, whichcver is greater. A royalty payment which is over thirty (30) days late sball
accrue a penally of 10% of the royalty duc or $25.00 whichever is greater. o addition to a penzity, royalues shall accrue interest ac a rate of 12% per year; such interest will begin accruing whea
the royalty is sixty (60) days overduc. Affidavits and supporting docurments which are ot filed wheo due shall \ncur a penalty m an amount set by the Geperal Land Otfice adminsstrative rule
which is effective on the date when the affidavits or supporting documents were due. The Lessee shall bear all responsibility for paying or causing royalties (o be paid as prescribed by the duc
dale provided berein. Payment of the delinquency penalty sball in no way opcrale (o prohibit (he State's right of forfeiture as provided by law nor act to postpone the date on which royalties were
originally due. The above pcnalty provisions shall not apply in cases of tidle dispute as (o the Stale's portion of the royalty or to that portion of the royzlty in dispute as to fair market value.

6. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lesscc sball annually furnish the Conxrdssioner of the General Land Office with its best possible estimate of oil and gas
reserves imderlying this tease or allocable ta Lhis lease and shall furnish said Commissioner with copies of all contracts under which gas is 5014 or processed and all subscquent s grecments and
amendoents to such contracts wathio chirty (30) days after entering into or making such conmacts, agr is or dmeuts. Such contracts and agreements when received by the Geueral Land
Office shzll be held in coafidenee by the General Land Office unless otherwise authorized by Lessee.  All other coutracts and records peraining 1o the prodiction, transporiation, sale and
marketng of the od sod gas produced on said premises, inchuding the books and accounts, receipts and discharges of all wells, Laoks, peols, meters, and pipelines shall at all tmes be subject to
iaspection and examnaton by the Conmssianer of the General Land Office, the Aomcy General, (he Goveroor, or the representative of any of them.

{B) DRILUING RECORDS: Wrinen notice of 21| operations on this least shall be submmitzd ta the Conrmissioner of ibe General Land Office by Lessee ot operator five (5) days before
spud datc, workover, re-enry, tetporary abandonment or plug and abandonment of any well or wells. Such wnaen nouce W the Geperal Land Office shall include copies of Railroad

Commission forms for application o drill. Copies of well tests, completion reports and plugging repons shall be supplied (o (he General Land Office at the time they ere flled with the Texas
Railroad Conmrassion. Lessee shall supply the General Land Office with any records, memoranda, accounts, reporis, cuttings and cores, or other informmon relative to ¢k opcranon of the
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above-described premuses, which may be requested by the General Land Office, 1n addition (o those herein expressly provided for. Lessee shall have an electncal and/or redivactivity survey
made on the bore-hale section, from the basc of the surface casng to the total depth of well, of all wells drilted on the sbove described premises and shall transmit a true copy of the log of cach
survey on each well to the General Land Office withun fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessee shall incur a penalty whenever reports, documents or other materials ace not filed tn the General Land Office when due. The penaity for late fling shall be set
the Geueral Land Office admunisirative rulc wiuch 1s effecnve on the date when the matenals were duc n the General Land Office.

7. RETAINED ACREAGE: Noowithstanding any provision of this lease ta (he contrary, after a well producing or capable of producing oil or gas has been compleied on the leased premuses,
Lesses shall exercise the diligence of a reasonably prudent operztor in dniliing such additional well or wells as may be reasonably necessary for the proper development of the leased premises ang
in markeung the production thereon

(A) VERTICAL: In the cven( this lease is in force and eflect two (2) years afier (be expiration date of (he primary or exicnded term it shall then terminate as (o all of the leased premises,
EXCEPT (1) 40 acres surrounding each oil well capable of producing m paying quantinies and 320 acres surrounding cach gas well capablie ol producing in paying quanditics (incleding 2 shut-in
oil or gas well as provided in Paragraph 11 hercof), or a well upon which Lessee is then cogaged in continuous drilling or reworking operations, or (2) the numtber of acres included i a producing
pooled unit pursuant to Natural Resousces Code Sections 52.151-52.153, or (3) such greater or lesser number of actes as may then be allocated for production purposes to a proration wnil for
each such producing welt under the nules and regulations of (he Railroad Commission of Texas, of any successor agency, or odier goverumental authority having jurisdiction. Within 90 days of 2
partial lerminadon of this lease in accordance with this subparagraph and upon payment of the riniemm filing fee set by Generat Land Office rules in cffect at the time o( (he partial termination,
Lessee shall have (he right 10 obtain a surface lease for ingress and egress on and across the ferminated portion of the leased premmses as may be reasounably necessary (or the continued operation
of the portions of the lease remaining in force and effect. 1f Lessee fails to apply for 2 surfacc tease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discrenon to grant or deny such application and 10 set the fee for such surface tease.

(B) HORIZONTAL: In the cvent this lease is in foree and effect two (2) years afier (he expiration date of the pnmary or exicnded term it shall further t2rminatz 2s (0 2l) depths below 100
feet below he total depth drilled (hereinafter "deeper depths™) in eact well located on acreage remined in Paragraph 7 (A) above, unless on oc before two (2) years afer the primary or extended
termn Lessce pays an amount equal to onc-baif (1/2) of the honus originally paid as consideration for thiy lease (as specified on page | bereof). If such amount s paid. tis leasc shall be in foree
and eBect as to such decper depths, and said tzrmination shall be delayed for an additional period of two (2) years and so long thereafter as 6il or gas i produced in paying quantdes from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as w cach well shall, 25 nearly as practical, be in the form of 2 square with the well located in the ceter
thereof, or such other shape as mmy be approved by the Schoo! Land Board. Within thirty (30) days afier parnal lermination of this lease as provided herein, Lessee shall execute and record a
release or releases contuning 2 satis€actory Jegal) deseription of the acreage and/or depths not retained hercunder. Thw recorded release, or a cortified copy of sarmic, shall be filed in the General
Land Office, accompanted by the Gling fee prescribed by the General Land Office nies m effect an the date the releasc is Gled. [f Lesses fails or refuses to exacule and record such release or
releases within nimety (30) days afler beimg requested 1o do so by the General Land Office, then the Commissioner al his sole discretion may designate by writien igstrument (he acreage and/ot
depths (o e released hereunder and record such instrurent at Lessce's expense in the county or counties where the lease is located and in the official records of the Geoeral Land Office and such
designation sball be binding upon Lessee for all pugposes. If a( any tirme after the ¢ffective date of the partial (crmination provisions hereof, the applicable field nues arc changed or the well or
wells located thereon arc reclassified <o that less acreage is thereafer allocated (o said well or wells for production purposes, this lease shall thereupon termminate as to all acreage not thereafier
allocatcd w said well or wells for production purposes.

8 OFFSET WELLS: If ol and/or gas should be produced in commercial quantitics from a well located on land privalely owned or on State land leased al a lesser royalty, which well is
within one thousand (1,000) feet of the arca mctuded berein, or which well is draining the area covered by this Yease, the Lessee shall, within sixty (60) days afier such initiat production from the
draming well or the well located withi one thousand (1,000) fect from the area covered by this lease begin in good fith and prosecutz diligeadly the drilling of an offset well on the arca covercd

v this lease, and such offset well shall be drilled (0 such depth as may be necessary 1o prevent the undue drainage of the area covered by this lease, and the Lessee, manager or drller stall use 2l

:aps peeessary m a good faith effort o make such offset well produce ofl and/or gas in cormmercial quanates. Only upon the detcrwipation of the Comwussianer and with his written approval,

_ay the payment of 2 compensatory royalty satisfy the obligation to drill an offset well or wells required uader this Paragraph.

9. DRY HOLE/CESSATION OF PRODUCTION DURING PRIMARY TERM: If, during the primary (crm hercol and prior to discavery and production of oil or gas op sad land,
Lessee should dnill a dry holc or holes thereon, or if during the parmary term hereof 2nd after the discovery and actual production of oil or gas from the leased premiscs such production thereo(
should cease from amy cause, this lease shall not termmate if on of before ihe expiration of sixty (60) days from datc of cormpletian of said dry hwole or cessation of production Lesses commences
additional drilling or reworking opemations thereon, or pays oc tenders the pext annual delay rental m Lhe same mannce as provided i this lease. Lf; during the last year of the primary lerm or
within sbay (60} days prior (hereto, 2 dry hole be coropleied and abandoned, at the production of oil or gas should cease for any cause, Lessee's rights shall remain in full force and effect without
finther opcrations untill the expiration of the primary termy; and if Lesses has not resumed production in paymg quantities at Lhe expiration of ti¢ primary term, Lesscc may maintaia this lease by
conducting additional drilling or reworking operations purseant 1o Pacagraph (0, using the expiration of (he primary terim as lie date of ¢essation of producton under Paragraph 10. Should the
first well or any subsequent welt drilled on the above described land be conpleted as a shut-in o} o gas well within the primary term hereof, Lessee may resume paymeat of (be annual reotal m
the same maxner as provided herem on or before the rentl payimg date following the cxpiration of sixty (60) days from the date of completion of such shut-in oil or gas well and apon the faihae
to make such payroent, thig lease shall ipso facto lemmunale, [f at the expiradon of the primary term or any time (bereaiter a shut-in 6i or gas well is located ou (he leased premises payments may
be made in accordance with the shut-fo provisions beroof,

10, CESSATION, DRILLING, AND REWORKING: If, aficr the expination of the primacy term, production of oil or gas from (be leased premises, after ooce obtained, should cease from
any cause, (his kease shall pot terminate if Lessce coramences additional drilling o reworlong eperations wiilin sixty (60) days afler such cessation, and this leasc shal) remain in full force and
cffect for so long as such operations continue in good (aith and in workmanlike manner without interruptions totaling more than sixty (60) days. [f such drilling or reworking operagions resuit in
the production of il or gas, the lease shafl remam in full force and effect for so long as oil or gas is produccd from Lhe leased premses in paying quantitics or payment of shut-in oil or gas well
royeltics or payment of compensatory royalties is made as provided herem or as provided by Law. If the drilling or reworking opcrations result in the cormpletion of 2 well as a dry hole, the lease
will not terrrioate if the Lessee commences additional drilling er seworking operations within sixty (60) days after he cormpletion of the well as a dry bole, and this Jease shall rermain in effect so
long as Lessee continues drilling or reworking operations in good Mith and in a workimnlike manncr williout interruphions totaling more than sixty (60) days. Lessce shall give written motice ©
the General Land Office within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposcs of this paragraph, "welt” means any well that has been assigned a well number by (he state agency haviag junsdiction over the production of il
and gas. If at any tme after the cxpiration of the primary (erm of a lease that, until being shul i, was being sraintained in force and cffect, a well capable of producing off or gas in paying
quantities is located on the leased premises, but ofl or gas is not being produced for lack of suitable productdon facilities or lack of a suitable market, then Lessee may pay as a shui-in oil or gas
Toyalty 30 arount equal to double the annual rental provided in the lease, but not less than $1.200 a year for each weil capable of producing oil or gas in payiag quantites. To be cffective, each
tntial shut-in oil or gas royaity must be paid on or before: (1) the expiration of Ui primary tam, (2) 60 days afier the Lessec ceascs o produce oil o gas from (he Jeased premmises, or (3) 60 days
afler Lessee completes & drilling or reworking operation in accordance with the lease provisions; whichever dale is latest. 1€ the shut-in oil or gas royalty is pad, the leasc shall be considered Lo
be a producing lease and the payment shall exlend the term of (he lease for a period of one year from the end of Lhe primary term, or from the first day of the month (oUowing the toonth in which
production ceased, and, afier that, if no suitable production facilities or suitable markat for U oil of gas exists, Lessee may exiend the Jease for four more successive periods of one (1) year by
paying the same amount each year oo or before the cxpiration of cach shut-in year.

12, COMPENSATORY ROYALTIES: If, during the period the lease is kept in effect by payment of the shu-in oil or gas rayalty, oil or gas is soid and delivered in paying quantfies froma
well located within one thousand (1.000) fect of the leased premmises and conmpleted i the same produciog reservoir, or in any case in which dramage is occurring, the rght (o continue (o mamtain
the lease by paying the shut-In ol or gas royalty shall cease, but the lease shall remain effective for the remainder of the year for which the royalty has been paid. The Lessee may rainiain the

rase [Or four mOTC successive years by Lessoe paying compeasafory royalty at (he royalty ratc provided in the lease of (he market valne of production from the well causing the drawnage or which
15 completed m the s2m= producing reservoir and within one thousand (1,000) fect of the Jeased prersses. The conpensatory royalty js ta be paid monthly to the Commussioner beginnwng on of
before the last day of the month following the month in whick tie oil or gas is produced from the well causing (e drainage or that is completed in (he same producing reservoir and logated within
one thousand (1.000) feet of the leased premises; 1f the compensatory royalty paid in apy 12-month period 15 in a0 amount kess than tie annual shut-in oil or gas royalty, Lessee shall pay an
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amount equal (o the difference within oty (30) days From Die end of the 12-moath penod; nd none of these provisions will relicve Lessee of the obligadon of reasonable devclopment nor the
obligation 10 drll offset wells as provided in N.R.C. Section 52.034, howcver, at the determinabon of the Cornmussioner, and with the Commissioner’s written approval, the payment of
compensatory royalties shall satisfy the obligation o drill offsct wells  Compensatory royaity payments which are nol timely paid will acerue penalty and intwrest m aceordance with Paragraph §
of this lease.

11. EXTENSIONS: If, at the expiration of the primary term of this lease, production of ot or gas has not been obtamed on the leased premises but drilling operations arc being conducicd
thercon in good faith and in a good and workmanlike manner, Lessee may, on or before the expiradon of the pAmary term, Glc m the General Land OfSce written application o the Cormmissioner
of the General Land Office for a thirty (30) day extension of Lhis lease, acconpanied by payment of Three Thousand Dollars ($3,000.00) if this lease 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 Commussioner shall, in wriang, extend this lease for a thirty (30) day period from and
after the cxpiration of the primary term and so long thereafer as oil or gas is produced in paying quautities; provided furtber, thal Lessee may, so long as such drilling operations are being
conducled make Wke application and payment duriag any thirty (30) day extended penod for an additional exiension of thirty (30) days 20d, upon receipt of such application and payment, the
Commissioner shal), in writing, again extend this lease so that same shall remin in force for such additonal thirty (30) day period and so long Lhereafict as oil or gas & produced in paying
quantitics; provided, however, that this lease shall not be extended for more than a Wl of threc bundred nincty (390) days Gom and after (he expiration of the primary term unless production in
paying quantities has been obtaired

14, USE DF WATER; SURFACE: Lessec shafl have the right to use waler produced on said laed pecessary for operations hereunder and solcly upon the leased premises; provided,
however, Lassee shall not use potable water or water suitable for livestock or irrigacon purposes for water flaod operalions without the prior written consent of Lessor. Subject to its abligation (o
pay surface damages, [cssce shall have the right to use so much of the surface of the land that may be reasonably necessary for drilling and operatng  wells and transporting and marketing the
production therefrom, such use to be conducted under conditions of least injury to the surface of the land. Lessee shall pay surface damages in an amount sel by the General Land Office fec
schedule which is effective on the date when the actvity requiring the payment of surface damages occurs

15. POLLUTION: In developing Ihis area, Lessee shall use the highest degree of care and all proper safeguacds to prevent pollution. Without lisuting lhe foregoing, pollution of coastai
wellands, nanra) watcrways, rivers and irpounded water shall be prevented by the use of containment facilities sufficient (o prevent spillage, seepage or ground waicr contamination. In the event
of pollution, Lessee shall use all means al its dispasal (o recapture all escaped hydrocarbons or other pollutant and shall be vespousibic for all damage 1o public and private properties.

(A) UPLANDS: Lessee shall build and mzin@in fences around its slush, sump, and drawmage pits and (ank baticries so 2s 16 protect livestock agaust loss, danmage or injury; and upoun
conpletion or abandenment of any wclt or wells, Lessce shall filt and leve! all stush pits and cellars 20d completely cleag ap the drilling site of all mbbish thereon.

(B) SUBMERGED LANDS: No discharge of solid wasle or garbage shall be allowed into State watcrs from any drilling or supporn vessels, production platform, crew or supply boal,
barge, jack-up ng or otber equipment lacatcd on the leased arca. Solid wastc shall inctude but sball not be Limited 16 contziners, equipmeat, rubbish, plastc, glass, and any otber mao-made non-
biodegradable items. A sign wnsst be displayed m a bigh traffic arca ou all vessels ind manned pladorms stadng, “Discharge of any solid wastz or garbape into State Walers from vesscls or
platforms is strictly prohibitcd and may subject a State of Texas lcase 1o forfeiture.” Such stalement shall be in lectering of at Yeast 17 in size.

(C) RIVERS: To the exient pecessary w prevent pollution, the provisions found i subsecticos (a) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Failure o conmly with the requircments of (his provision way result in the maximiam penzity allowed by law including forfeiture of the lease. Lzssee shall be liablc for
the damages caused by such (alure aod 2ny costs and cxpenses mcurred in cleaning areas affected by the discharged wasle.

16. IDENTIFICATION MARKERS: Lessee shall erect, at 2 distance oot 10 cxecod twenty-five (25) fect from each well on the premises covered by this lease, a legible sign on which shall
be stated the rame of the operator, the dease designation and the well number. Where two or mose wells on the same lease or where wells on two oF more leases are connected to the same tank
Naatery, whether by individusl fow line comuections direct b0 the tank or tanks or by use of a pmltiple header systcm, cach tnc between cach well and such taok or hezder shall be tegibly

nhified at all nmes, cither by a firmly attached tag ot plate or an identification properly painted on such ling a( a distance not to cxceed thrce (3) feet Gom such tank or header connection. Said
agns, (ags, plates or other ideotification warkers shall be memtained in a legible conditon throughout (be toro of this kease.

17. ASSIGNMENTS: The lease may be ransferred at any time; provided, bowever, Lhat the liability of the tzmsteror (0 properly discharge its obligacon under the lease, including property
plugging abandoned wells, removing platfenms or pipelines, or rerediation of contamination at drill sites shall pass o the trausfcrce wpon {be prior writen consent of the Commissioner of the
Geveral Laod Office. The Cormmissioner may require the transferee to demonstrate financial espousibility and may require a bond or otber security. All transfers must eference the lease by tie
file nurnber and must be recorded in the eounty where the area ix located, and e recorded transfer or a copy certified ia by the County Clerk of Ihe county where the transfer is recordad must be
filed in tbe General Land Office within ninety (30) days of the cxcention date, as provided by N.R.C. Section 52.026, accompaned by the Gling fee preseribed by the General Land Ofice rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof Every transferee shall sncceed w all rights and be subject to all obligations, liabiities, and
penaltics owed (6 the State by the original lessee or any prior transferec of the lease, jocluding any liabiliaes to the state for unpaid royalitics.

18. RELEASES: Lesset may relcase the rights granted hereunder to the State at any time by recording the release m the county where this area is gituated and filing the recorded releasc ar
cerufied copy of same in (he General Laod Office within ninety (90) days after ils exacubion zcconpanied by the filing fee prescribed by the General Land Office rules in cffect on the datc of
reczipt by the General Land Obice of such release or certified copy thereof Such rejeasc will not have the effect of releasing Lessee from any liability theretofore accrucd in favor of the Statc.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon all oil and gas produced fom the area covered by this lease to secure payment of all unpaid royalty
and otber sums of money (hat may become due under this lease. Ry acecplance of this lease, Lessee graats the Staic, in addition to the licn provided by N.R.C. Secnon 52.136 and any other
applicable swtiory lien, an express contractual lien on and security interest in all leased tinerals m and extracted from the leased premises, all proceeds which may accrue to Lessee from the sale
of such leased minerals, whether such proceeds are held by Lessee or by & third party, aud alt fixares on and improvemesnts to (e keascd premises used in connection with the produciicu or
processing of such teased minerals in order to secure (be payment of 2l royalties or other amounts due or o becomne due under this lease and to secure payment of 2uy damages or loss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express ov implied. This lien and security iaterest may be foreclosed with or withoot court praceedings
in the manner provided in the Tide 1, Chapler 9 of the Texas Business and Commcree Code. Lessee agrees that the Commissioner way require Lessee w execite and record such ingtruments 2s
may be reasonably necassary ta aciorowledge, attach or perfect this lica. Lessec bereby represents (hat there are o prior o superior licas arising from and relating o Lessee's activitics upon the
abave-deseribed property ar from Lessee’s acquisiton of this leasc. Should the Commissioper at any tme determume that this representation is not mue, then the Comumtssioner may declare this
lease forfeiled as provided hercin

20. FORFEITURE: IfLessce shall fail or refuse 1o make the payment of any sum wathin thirty (30) days after it becomes due, or if Lessee or an authonzed agent should knowingly make any
false retn or false report concerning production or drilling, or if Lessec shall fail or refuse 10 dnll any offset well or wells i good fith as required by law and the rules and regulations adopled
by the Cormmissioner of the General Land Office, or if Lessec sbould £ail to file reports in tbe omuner required by law or fail 10 commply with rules and regulations proundgated by the General
Land Offiec, the School Land Board, or the Railroad Cormission, or refuse the proper authority access o the records pertaiming to operations, or if Lessee or an authorized ageat should
\mowingly fail or refuse to give correct information to the proper authority, or knowingly fail or refuse (o furnish the General Land Office a comect log of any well, or if Lessee shall knowingly
violale any of the material provisioos of this lease, or if this fease is assigned and e assignment is not filed m (he Geveral Land Office as required by Yaw, (be rights acquired under s lease shall
be subject to forfeiture by (he Commissioner, and he shall forfeit same when sufficiendy infonmed of (e facts which authorize a farfeinre, and when (orfeited the area shall agan be subject to
lease to the bighest bidder, under (ke same regulations controlling (he ongmal gale of leases. However, nolbing berein shall be consuued as waiving (he auwtomatic lermination of this lease by
operauon of law or by reason of any spectal li ioo arising b der. Forfeitures may be sct aside and this lease and all rights thereunder remsiated before the Aghts of another intervenc upon

sansfactory evidence o the Comemissioner of the General Land Office of future compliance with the provisions of the law and of this lease and the rules and regulations that pay be adopled
relative hereto.

2}. RIVERBED TRACTS: In _(he event this lcase covers a riverbed, Lessec 15 hereby specifically granted ibe right of cruinent domuain and condemmarion &s provided for in N.R.C. Sections
52.092-52.093, as & part of he consideration moving to Lessor for the covenanis herein made by Lessee.
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22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This jease shall be subject 10 ali rules and regulations, and amendments thereto, promulgated by the Commissioner of the -
General Land Office governing dnifling and producing operations on Permaneat Free School Land specifically including any rules promwgated that relate ta plans of opertions, payment of
royalfies, and auditing procedures, and shall be subsect © all other valid statutes, rules, regutations, orders and ordinances that may affect operatons under the provisions of this lease. Withont
~iting the generality of the forcgoing, Lessce bereby agrees, by the acceptance of this lease, 1o be bound by and subject o al! stanitory and regulatory provisions relanng to the General Land

“=e's audit billing notict and andit heanngs procedures. Said provisions ar¢ currendy found at 31 Texas Adrunisimadve Code, Chapter 4, and Texas Nawral Resources Code Sections 52,138

52.137 through 52.140. In the evenc this lease covers land frapchised or feased or olherwise used by a navigation district or by (ke Unitcd States for the purpose of navigation ar other
purpose ncident to the operation of a port, then Lessee shail not be endtied to enter or possess such land without prior approval 2s provided under Section 61.117 of the Texas Water Code, but
Lessee shall be cntitled 10 develop such lang for oil and gas by directional drifling, provided, however, that no surface drilling location may be nearer thap 660 feet and special pcrmission from
the Commissioner of (e General Land Office is neceseary bo mmake any surface location nearcr thaa 2,160 feet measured at right angles from the nearest bulkhead line or fom the nearest dredged
borom ¢dge of any channel, ship, or turning basin which has been authorized by the United States as a federal project for future constructon, whichever s nearer.

23. REMOVAL OF EQUIPMENT: Upon the termination of this lease for any cause, Lessee shall nol, in any ¢vent, be permitted to remove the casing or any part of the equipment fom any
producing, dry, oc abandoped well or wells withaut (be writicn consent of the Commissioner of the General Land Office or his authorized representative; nor shall Lessee, without the written
consent of said Cormmissioner or his authorized representative remove from the leased premiscs the casing of any other cquipment, walerial, machinery, appliances or property owned by Lesses
and used by Lessce in the development and producdon of oil or gas (herefrom undl all dry or abandoned wells have heen plugged and unul all shush or rcfuse pits bave been properly flled and ali
broken or discardcd Jumber, ymachipery, or debris shall have been removed from the premises lo (he satisfaction of (he said Cormmissioner or his authorized representative.

24. FORCE MAJEURE: Should Lessee be prevented from complying with any express or implied covenanl of this leasc, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, after ¢ffort soade in good Gith, by reason of war, rebellion, fots, smikes, fires, acts of God or any order, rue or regulation of governmental authority, then while so
prevented, Lessec’s obligation to comply with such covenamt shall be suspended upon proper and sanisfactory proof presented W the Conmnissiouer of the General Land Office in support of
Lessee's contention and Lessec shall not be liable for damages for failure 1o corrply twrewith (except in the event of lease operabions suspended as provided i the vules and regulations adopied
by the School Land Board); and this tease shall be cxiended while and so long as Lessee is prevented, by any such cause, from drilling, reworking operadions or producing oil zud/or gas from the
leased premises; provided, bowever, (hat nothing berein shell be construed 10 suspend the payment of renlals during e primary or extended lerm, nor to abridge Lessee's night to a suspension
under any applicable stnge of this State. . L

25. LEASE SECURJTY:; Lessee shall ake the highest degree of care and all proper safeguards o protect said premiscs and 0 prevent theft of oil, gas, aod other hydrocarbons produced
from said lease. This includes, dut i3 uot Limdied 10, the installation ol all necessary equiproent, seals, locks, or otver sppropriate protective devices on or at all access points at Uic leasc’s
producdon, galbenng and storage systers where theft of hydrocarbons can ocenr. Lessee shall be liable for the lass of amy hydrocarbons resulting Som theR and shall pay the State of Texas
royaitics thercon as provided herein on all oil, gas or other hydrocarbons Jost by reasor of iefl

26. REDUCTION OF PAYMENTS: I, during the primary term, 2 portion of the land cavered by Whis leasc is included within (he boundaries of a pooled unit that has been approved by the
School Lagd Board in accordance with Naturat Resowrces Code Sections 52.151-52.153, or if, al any time after the expiration of he primary terrm or the cxtctded (enm, this lease cavers a lesser
qumber of zcres thag the weal 2mount described herem, payments that are made on 2 per acre basis bereupder shall e reduced sccordiog w the aunsber of acres pooled, released, surrendered, or
otherwise severed, so (hat payments determmined on 4 per acre basis under the terms of this lease dunng the primary term shall be calculated bascd upon the pumbser of acres cutside the boundaries
of a pooled unit, or, if after the expiration of the primary lermm, the number of acres achuzlly rerained and covered by (his lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditons and agreements contaived herein shall extend 1o and be binding upon the heirs, executors, administralors, successors or
assigns of Lessee herein.

28. ANTIQUITIES CODE: In the event that any featre of archeological or histoncal interest on Perroancut Sebool Fund Land is encountered during the activitics authorized by (his Jease,
*gsee will immediately cease activities and will mrmediately notify the Geoeral Land Office (ATTN. Archaeslogist, Assct Management Division, 1700 N. Congress Ave., Austin, Texas 78701)
the Texas Historical Commmission (P.O. Box 12276, Austim, TX 78711) 5o thal adequate measures may be undertaken (o protect or recover such discoveries or findings, as approprate.

_ssee is expressly placed on natice of the National Historical Preservation Act of 1966 (PB-89-66, 80 Siatute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex. Nat
Codec Ann. (Vernon 1993 & Supp. 1998). On state-owned land not dedicaled o e Permancot School Fund, lessee shall notify the Texas Historical Commission before breakiog ground at a
project Jocation. Aa arcineological survey might be required by the comniission before coustruction of the project can commence. Further, in the cvent (hat any sile, object, location, amifact or
other feature of archaeological, scientific, educational, cultural or histori¢ interest is cocountered during the actvities authorize by this lease, lcssoe will imraediately potify \cssor and the Texas
Historical Conmission so that adequate measuves may be imdertaken to prolect or recover such discoveries or findings, as appropriate.

29. VENUE: Lessor and lesses, including kessee’s successors and assigns, hercby agree that veoue (or any dispute arising out of a provisios of this lease, whethcr express or implied,
regarding interpretation of this leass, or relating in any way o this lease or to applicable case law, starutes, or administrative rules, shall be in a court of competcnt jucisdicton located in Travis
County, State of Texas. - .

30. LEASE FILING: Pursuant (6 Chapier 9 of the Tex Bus. & Com Codc, this lease roust be filed of record im the office of lhe County C{clk.hl apy coumty in which all or any part of (he
teased prermises is Jocated. and certified copies thereof must be filed in the General Land Office. The preseribed filing fee shall accompany the-ceptified copica scut (o the General Land Office.



31. EXECUTION: This oil and gas tcasc must be signed and ackpowledged by the Lessee before 1t is filed of record i the county records and in the General Land Office of the Stats of
Texas.
BNP OIL & GAS PROPERTIES, LTD.
BY PAGENERGY COMPANY, LLC, ITS GENERAL PARTNER

TITLE. \/IANAGER
SATE: AUGUST 30, 2001

IN TESTIMONY WHEREOP, witness the signature of the Commussianer of the General Land Ofice of the State of Texas under the scal of the General Land Office.

COMMISSIONER OF THE GENERAL LAND OFFICE
OF THE STATE OF TEXAS

8-17-2001
APPROVED
Contents
Legal o
DC {
Exec
TEXAS
STATE QF (CORPORATION ACKNOWLEDGMENT)
NUECES
COUNTY OF,
BEFORE ME, the undersigued authority, on this day personally appeared Paul P. Black

970 (0 = (0 be the person whose pame is subscribed to (he forcgoiag fnstrurmeat, as Manager of BNP Oil & Gas Properties, Ltd.,

by Pagenergy Company, LLC, its General Partner

and acknowledged to me that he executed the same

for the purpescs and consideration therein expressed. in the capacity smeed, and as the act and deed of said corporation.
Given aoder my hand ang seal of office this the L?@’L-{ day of M WW%

{ /‘;:ﬂ;%‘: - A;;NAFB; 1 Notary Public o 20d for %/MZZ/@/

¢ Notary Public
/ STATE OF TEXAS
\;—,—«' ¢ My Comm. Exp. June 18,2002 §

i i = v~ =~

STATE OF (INDIVIDUAL ACKNOWLEDGMENT)

COUNTY OF

Before me, the undersigned authority, on this day persona)ly appeared

kmown to me to be (he persons whose names are subscrbed © the foregoing instrument, and aclmowledged 0 we that they executed the
came forthe purposes and consideranon thcrein expressed.

Given under mmy hand and seal of office this the day of , 19

Notary Public w1 aed for

2AY/GULF
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