Lease Form
Revised 10/99
Gul(

Qugtin, Wexas

OIL AND GAS LEASE
RO. M-102108

WHEREAS, pursuant 10 the Texas Natural Resources Code Chapters 32, 33, 51, and Chapter 52, Subcbapters A-D and H, (s2id Code being hereinafier referred to as N.R.C.), and subject to all
rules and regulations promulgated by the Conmmissioner af the General Land Office and/or the Schoo! Land Board pursuant thereto, and all ather applicable stanutes and amendments to said
N.R.C,, the following arez, to-wit:

SOUTH ONE-HALF ($72) OF TRACT 1007-§, GULF OF MEXICO, KENEDY COUNTY, TEXAS, CONTAINING APPROXIMATELY 320 ACRES AS SHOWN ON THE
OFFICIAL MAF OF THE GULF OF MEXICO NOW ON FILE IN THE TEXAS GENERAL LAND OFFICE, AUSTIN, TEXAS,

was, aftar being duly advertsed, offered for Yease on the 10™ day of July, 2001, at 10:00 o'clock am, by the Commissioner 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 purposc of prospeciing and drilling for, acd producing oil and/or gas that may be found and produced from the above described area; aod

WHEREAS, afier all bids and reutttances which were received up 0 said dox have beeco doly considered by (e Commmssioner of the General Land Office and the School Land Board at a
wegular meeting thereof in the General Land Office, on the 10" day of July, 2001, hereinafter the "effecdve date™ and it was found and detcrmuioed that BNP OIL & GAS PROPERTIES,

LTD. whose address is S00 N. Water Street, Sulte 1000, Carpus Chrisd, Texas 78471 had oficred the highest and best bid for a lcase of the area above described and is, therefore, eofitled lo
~ecave i lease thereon:

JW, THEREFORE, ], David Dewhwrst, Commissioner of the General Land Office of the Statc of Texas, hereinaficr sometimes refermed © as “Lessor,” whose address is Ausan, Texas, by
virue of the authority vested in me and in consideration of the paymicnt by the hereinafier designated Lesses, the sum of Fifty-Sly Thousand Six Hundred Sixty-Two And ¢0/100 Dollars
{856,662.00), reeeipt of which is hereby acknowledged and of tiic royalties, covenants, stipulations and couditions contained and hercby agreed o be paid, observed and performed by Lessec, do
heteby demisc, grant, leasc and let unto (he above mentioncd bidder the exclusive right 10 prospect for, produce and take oil and/or gas (ram the aforesaid arcz upoo the following temus and
conditions, o-wit:

. RESERVATION: There is hereby excepted and reserved 1o Lessor the fill usc af the property covered bereby and all tights with tespect 1o the surfacs and subsurface thereof for any and
allpurpnss except thase granted and 10 the extent herem granted w Lessee, (Ogetber with (he rights of fogress and epress and use of said lands by Lessor and its nneral Jessees, for purpdses of
exploring for and producing the omerals which are not covered, or which may not be covered in e future, under the tznms of (his Jeasc, but which may be located within the surface boundaries

of the Jeased area. All of (he nghts in and o the teased premises reiained by Lessor and all of the rights mn and to the leased premises granted to Lessee herein shall be exercised in sich a manner
tha neither shall unduly interfere with the operanons of the other.

2. TERM: Subject to the other provisions hereof, this Jeasc shall be for 2 1erm of five (S) years from the effective datc bereof (herzin called "primary tern™) and as long thereaficr as oil or
gas is produced in paying quantities from said area.

3. DELAY RENTALS: [no weil be corraneuced on the land hereby Jeased on or before the anniversary date of this Jease, Lhis lease shall termminate as 1o both parties unless the Lessee on or
before szid date shall pay or tender 10 the Cormmisgioner of the General Laod Office of the Staic of Texas at Austin, Texas, the sum of Ten Dollars ($10.00), per acre, which shall operate as
rental and cover the privilege of deferring the commenccmcnt of a well for twelve (12) months from s2id date. In like meoner and upen Like payments or tenders the commiencement of 2 well may
be further deferred for like pesieds of the same sumber of months successively during the primary term bereof.

{. PRODUCTION ROYALTIES; Subjcct to Lhe provisions for royalty reductions set out in subparagraph (E) of this paragraph 4, upon production of oil and/or gas, the Lesser agrees (0 pay
or cause to be paid to the Commissioner of the Genera? Land Office in Austim, Texas, for the usz and benefit of the State of Teaxas, during the term hicseof:

(A) OLL: As a royalty oo ofl, which is defined as including 21} hydrocarbons produced in a hqurd form at the mouth of the well and also all condensate, distllate, and other liquid
hydrocarbbons recovered from ofl or gas num through a separator or other equipment, as hereinafter provided, U4 part of the gross production or the market value thercof, at the option of the
Lessor, such valuc (o be determined by 1) the highes( posted price. plus premum, if 2ny, offered or paid for oil, condensate, disallate, or other hiquid bydrocarbons, respectively, of a like type and
gravity in the general area where produced and when rum, or 2) the highest market price thereof offered or paid in (be general area where prodoced and when num, or 3) the gross proceeds of the
sale thercof, whichever is the greater. Lessee agrees thal before any gas produced from the land hereby leased is sold, used or processed in a plant, it will be nm frea of cost Lo Lessor through aa
adequate o1l and gas separator of conventional type or other equipraent at least as cfficient 16 e cnd Uhat all liquid bydrocarbous recoverable from the gas by such means will be recovered. Upon
written consent of Lessor, the requirement that such gas be run Lurough such a separator or other equipment may be waived 1poo such teyms and conditions as preseribed by Lessor.

(B) NON-PROCESSED GAS: As a royally on any gas (inchuing flared gas), which is defined as afl hydrocarbons and gaseous substances not defined as oil m subparagrzph (A) above,
produced from any well oo said land (except as provided herein with respect o gas processed m a pland for the extraction of gasoline, liquid hydrocarbons or other products) 1/4 part of the gross
production or the rmarket valuc thercof, at the opton of the Lessor, such value 1o be based on the highest market price paid or oficred for gas of comparable quality fa the gencral arca whart
produced and when run, or (he gross price paid or offered W the producer, whichever is greater provided that the maxuamzm pressure base fu measuning the gas under this fease contract shall not at
any unoe exceed 14.65 paunds per square inch absolutr, aud the standard basc tamperature stall be sixty (60) degrees Fahireabent, correction to be mmade for pressure 2cconding to Boyle's Law,
and for spocific gravity according L0 est made by the Balance Methad or by the moat approved metbod of Lesting being used by the industry at the iime of testing.



(C) PROCESSED GAS: As a royalty on any gas processed in a gasoline plant or other plant {or the recovery of gasoline ar other liquid bydrocarbons, 1/4 pant of the residue gas and the
liguid hydrocarbons extracted or the market value thereof, at the option of the Lessor. All royzltics due heremn shall be based on one hundred percent (100%) of the total plant production of
residue gas aorbutable o gas produced from this lease, and on fifty percent (50%) or that percent accruing to Lessee, whichever s the greater, of the total plant production of liquid
" vdrocarbons, atmbutable to the gas produced from this leasc; provided that if liquid hydrocarbons are recovered from gas processed in a plant in which Leseee (or its parent, subsidiary or

“iate) owns an interest, then the percentage applicable 1o liquid hydrocarbons shall be fifty percent (50%) or the highest percent aceruing (o a third pany processing gas through such plant

&1 a processing agreement negotiated at amms' length (or if there is no such third party, the highest percent then being specified in processing agreements or contracts in the industry), whichever
is the greater. The respective royalties on residue gas and on liquid hydrocarbons shall be determined by 1) the highest market price paid or offured for any gas (er liquid hydrocarbons) of
conmparable quality in the general arca or 2) the gross price paid or offered for such residue gas (or the weighted average gross selling price for (he respective grades of liquid hydrocarbons),
whichever is the greater. Tn no event, however, shalil the royaltes payable under this paragraph be less than the royaltics which would have been due had the gas not been processed.

@) OTHER PRODUCTS: As 2 royalty on carbon black, sulphur ot any other products produced or manufacuured from gas (excepung liquid hydrocarbons) whetber said gac be
“casinghead,” "dry" or any other gas, by fracdonadng, bumning or any otber processing, 1/4 pant of gross producuon of such products, or the market value thereof, at the option of Lessor, such
market value (0 be determined as follows:

(1) On the basis of the highest market price of each product, during the same month in which such product 15 produced. or
(2) On the basis of he average gross sale price of each product for the same month in which such products 2re produced; whichever is e greater.

(E) YARIABLE ROYALTY: (i) Subject to the other provisions of this lease, it is hereby provided that in Lhe event production ip paying quantitics is established pursuant to the terms of
this Jease and such production is brought on line and sales thereof are commenced within twenty-four (24) months of the c{ective date bereof, the royalty rate provided herein shall be reduced o
20%, and shall apply to cach subscquent well drilled and produced on the Jand covered by this lease. Provided that, if durng such tweaty-four (24) month Lerm during which Lessee may eam a
reduced royalty rate of 20% as herein provided, Lessee should dnll in goad faith and complete the first well as a dry hole on the land covered by this lease, Lessee may receive 2 six (5) month
extension of the term in which lo earn 2 reduced royalty rate by giving notice (o the Cormmmissioner of the General Land Office, commencing drilling operations on ao additional well prior to the
expiration of such six (6) month period and prosecuting diligently and in good faith the driliing of such additional well and completing same so that production in paying quantities is established
and so that such production is brought on line and sales thereof are corrrrenced prior to the expiration of such six (6) moeth extension period.

() In the event production in paying quantities is established pursuant to dhe tevms of this iease and such production is brought on linc and sales Lhereol ase cenmmenced alter the cxpiration
of tweaty-{our (24) months from (he effective date hereof but prior b the expirztion of forry-cight (48) months from the effective date hereof, the royalty rate provided herein shall be reduced o
22.5% and shall apply Lo each subsequent well drilled and produced otl tic land covered by this lease. Provided tha( f dunng such rwenty-four (24) mouth wrm during which Lessee may cam 2
reduced royalty ratc of 22.5% as herein provided, Lessee should dnll in good faith and complete the first well as a dry hole ob the land covered by Lhis Jease, Lessee may receive a six (6) month
cxtension of the term in which to eam a reduced royalty raiw by giving nooce 1o the Cammmissioner of the General Land Offce, commencing drilling operations oo an additionzl well prior o the
cxpiration of such six (6) month pericd and prosecuting ddigeatly and in good fith the drilling of such additional well aod completing same so (hat production in paying quantities is established
and 5o that such producton is brought o line and sales thereo( are commnenced prior to the expiration of such stx (6) month exicnsion peried.

(F) NO DEDUCTIONS: Lessee agrees that all royalties aceruing 1o Lessor under this lease shall be without deduction for the cost of producing, transporting, and otherwise making the
oil, gas and othicr products produced hereunder ready for salc or use.

(G) ROYALTY IN KIND: Notwithstanding anything contzined herein Lo the contrary, Lzssor may, a( its option, upou nol less than 60 days notice to Lessee, require at any time or from
time 10 time that payroent of 2ll or any royalties accruing o Lessor under this lease be made m kind withowt deduchon for the cost of producing, gathering, storiag, separating, treating,
dehydrating, compressing, processing, transporting and atherwise making the oil, gas and other products produced bereunder ready for sale or use. Lessor's right 10 1ake ils royalty in kind shall
oot diminish or pegate Lessor's rights or Lessee’s obligabons, whether express or implied, wnder this lease.

(H) PLANT FUEL AND RECYCLED GAS: No royalty shall be payable on any gas as may represent Ihis lease’s proporiionate share of any fuel used o process gas produced bercinder

. any processing plant Noftwithstanding anything contatned berein o the contrary, and subject to the consent in wriang of the Commiissioner of the Generat Land Office, Lessee may recycle gas

for gas lift purpases on the leased premiiscs after (ke liquid hydrocarbons contained in the gas have been removed, and no fayaltics shall be payable on the gas so recycled unul such time as the
samne may thereafter be peoduced and sold or used by Lessee in such maner as (0 entitle Lessor 0 a royalty tbereon under (the royalty provisions of tus Jease.

() MINIMUM ROYALTY: During amy year after the expiraton of the primmary term of this Iease, if this leasc is maintained by production, the royalties paid 0 Lessor in no cvent shall
be less than an amount cqual io the ©ial annuat detay rentat herein provided; otherwise, Ihere shall be duc and payable on or before the last day of the month succoeding (he anniversary date of
this Jease 1 sum equal to the toiel annual reniz) less the amount of royaldes paid during (he preceding year,

(J) MARGINAL PRODUCTION ROYALTY: Upon Lessee’s writica applicaton, e School Land Board may reduce the royzlty rate set out in this paragrapb and/or the minirnusm
royally sel out in subparagraphb 4 (I) to extend the cconormc lifc of this kease and encowage recovery of oil or gas that might otherwise remain usrecovered. Any such royaity reduction oust
coufonm o the requiremnents of any Schoo! Land Board adrmnistrative rules on this subject. Royalty may nol be reduced below the applicable statutory mininmum.

S. ROYALTY PAYMENTS AND REPORTS: Al royalties pot laken io kdnd sball be paid 16 the Commussioner of (e Gegeral Land Office at Ausan, Texas, in the following maaner:

Payment of rayalty on production of oil and gas shall be as provided in he rules set forth in the Texas Register. Rules currently provide that royalty on oil is due and must be roccived i the
General Land Office on or before the Sth day of e sccond month succeeding the month of production, and royalty on gas is dus and must be received in the General Land Office on or before the
15th day of the second month succeeding the month of production, accompanicd by the affidavit of the owner, manager or other ruthorized agent, completed i the form and oeancr prescribed by
the General Laod Office and showing (he gross amount and disposition of all oit and gas produced and the market value of the oil and gas, wgether with a copy of all docimments, records or
reports confinmng the gross production, disposition and market value including gas meter rcadings, pipelsue recaipis, gas line receipts and other checks or memorandz of amount produced and put
into pipelnes, tanks, or pools and gas lines or gas siorage, and any othey Teporss or records which the General Land Office may require to verify the gross production, disposition and market
value. In all cases the authority of s manager or agent (o act for the Lessee herein must be filed in the Generat Land Office. Each royalty payment shall be accompanied by 2 check snub,
sehedule, summary or other remittance advice showing by the assigned General Land Office lease number the amount of royalty being paid oo cach lease. [f Lessce pays his royalty on ar before
thirty (30) days after Lhe royalty paymecnt was due, Lhen Lassee awes a penalty of 5% on the royzity or $25.00, whichever is greater. A royalty payment which is over thirty (30) days lace shall
aeeruc 2 pemalty of 10% of tbe royalty due or $25.00 whichever is greater. In addition 1o 2 penaliy, royaliies shel) acerue inlerest at 2 rate of 12% per year; such iutercst will begin accrung when
the royalty is sixty (60) days overdue. Affidavits and suppordng documents which are not Gled whew duc shall incur a peally in 30 amount set by the General Land Office adrministraive nile
which is effective on the date when the affidavits or supporting docuiments were duc. The Lesses shall bear all responsibility for paying or causing royaltics 10 be paid s prescribed by the duc
date provided herein. Payment of tha delinquency penatty shall in uo way operate t prohibil the Stale’s right of forfeinure as provided by law nor act to posgone Lhe datz on which royalties were
originzlly due. The above penalty provisions shall not apply in cases of title dispute 23 to the State's portia of the royalty or 1o that pordon of the royalty mn dispute as o fair market value.

. (A) RESERVES, CONTRACTS AND OTHER RECORDS: Lessct shall annually firnish the Commissioner of the General Land Office with its best posaible esimale of oil and gas
reserves underlying this lease or allocable 1o Lhis lease and sball furnish said Commmissioner with copies of 21} contracts under which gas is sold or processed and all subsequent agreemnents and
amendrments 1o such contracts withu thirty (30) days after entenng into or making such contracts, agreements or amendments. Such contracts 26d agrecments when received by the General Land
Office shall be held in confidence by the Genersl Laad Office mless otherwise authorzed by Lessee. All other conbacts and rocords permining to the production, trausportation, sale and
marketing of the ol and gas produced op said premiscs, including the books and accounts, reeeipts and discharges of alt wells, Lanks, pools, meters, and pipclines shall at all tmes be subject 1©
mspecaon aud exammmation by the Cormmissioner of the General Land Office, the Atlorney General, the Governor, or the representative of any of them.

(B) DRILLING RECORDS: Wnaen otce of all operanons on Lhis fease shail be submired to the Commissioner of the General Land Office by Lessec or operator five (5) days before
spud date, workover, re-eniry, teuporary abaadonment or plug and abandonment of any well or wells. Such written notice 10 the General Land Office shall imeiude copies of Ratiroad
Commission forms for application to dnill. Copies of well tests, completion reports and plugging reports shall be supplied 10 (e General Land Office a¢ the time they arc filed with the Texas
Railroad Commission. Lessec shall supply the General Land Office with any records, memotanda, accounts, reports, cuttings and cores, or other information relagve 10 lbe opemation of the

2



above-described premises, which may be requested by the General Land Office, in addition to thase heremn expressly provided for. Lessee shall have an electncal and/or radioactivity Survey
made on the bore-hole section, fom the base of the surface casing to the total depth of well, of 2lk wells drilled on the above described prenuses ang shall transmit a true copy of the log of each
survey on each well to the General Land Office within fifteen (15) days after the making of said survey.

(C) PENALTIES: Lessec shall incur a penalty whenever reports, documents or other matenals are not 6led in the General Land Office when due. The penalty for lae filing shall be ser
ae General Land Office administrative rule which is effective on the date when the materials were duc w the General Land Office.

7. RETAINED ACREAGE: Notwithstanding any provision of this lease to the contrary, after a well producing or capable of producing oil or gas has been completed on Ihe leased premises,
Lessee shall exercise the diligence of 2 reasonably prudent operator in drilling such additional well or wells 25 may be reasonably necessary for the proper development of the leased premises and
in rarketing the production thereon.

(A) VERTICAL: In the event this lease is in force and cffect two (2) years aficr (bt expiration date of ibe primary or extended termm it shall then terminate as to all of the leased premises,
EXCEPT (1) 40 acres surrounding cach oil well capable of producing in paying quantides and 320 acres surrounding each gas well capable of producing in paymg quantioes (including a shut-in
ail or gas well as provided in Pacagraph 11 hereof), or 3 well upon which Lessee is then engaged in continuous drilling or reworiing operations, or (2) the nurnber of acres included in 2 producing
pooled unit pussuzant to Natural Resources Code Sections $2.151-52.133, or (3) such greater or lesser number of acres as may {ben be allocated for production purposes o a proration unit for
each such producing well under the rules and regulations of the Railroad Commission of Texas, or any successor agency, or other governmental authority having jurisdiction. Withun 90 diys of a
partial Ionmnation of tis lease in accordance with this subparagraph and upon payment of the munimum filing fee set by General Land Office rules in effect at the time of the parvial termination,
Lessee shall have the right to obtain a surface lease for ingress and egress on aud across the terminated portion of Lbe leascd premuses as may be reasonably pecessary for the coutivued operation
of the portions of the lease remaining in foree and effecl 1f Lessee fails (o apply for a sarface lease within the 90 day period specified above, Lessee may apply for a surface lease from the Land
Office, but the Land Commissioner has the discretion 1o grant or deny such application and to set (be fec for such surface lease.

(B) HORIZONTAL: In the event his lease is in force and effect two (2} years afier e expiration date of the primary or extended term it shall further Lerminate as to all deptits below 100
feet below the total depth drilled (hereinaficr “decper depths™) m each well located on acreage retained in Pacagraph 7 (A) above, unless on or before two (2) years after the primary or extended
Lerm Lessee pays an amount equal Io one-half (1/3) of the bonus originally paid as consideraton for thds lease (as specified on page 1 hereof). I such 2amount is paid, this lease sball be in force
and effect as to such decper depths, and said (erminaGon shail be defayed for an additenal period of two (2) years and $0 long thereafter as oil or gas is produced in paying quantides from such
deeper depths covered by this lease.

(C) IDENTIFICATION AND FILING: The surface acreage retained hereunder as 1o cach well shall, as pearty as practical, be in the form of 2 square with the well located n the ceoter
thereof, or such other shape as may be approved by the School Land Board. Within thirty (30) days after parazl termination of this tease as provided harein, Lessee shalt execute and record 2
release or releascs contining a satis(aclory Jegal description of the acreage and/or depths not relained heremmder.  The recorded release, of a certified copy of same, shall be Gled i the General
Land Office, accomnpanied by the fling fce prescribed by the General Land Office rules in cflect on the date tbe release is filed  If Lessee fails or refises o execute and record such release of
releases wilhin ninety (90) days after being requested to do so by the General Land Office, them the Commmissioner at his sole discretion ymay designate by wriflen instrument the acreage and/or
depths Lo be released hereunder and record such instrimen( at Lessee's cxpense i the county or counties where the tease is located and in the official records of the General Land Office and such
designation shall be binding upon Lessee for all purposes. [f 2t any time after the effecove date of (be partial (crmimnan provisions hereof, the applicable ficld rules arc changed or the well or
wells located thereon are reclassified so that less acreage is thereafier allacated 16 said well or wells for production purposes, this Jease shall thereupon terminate as (o all acreage not thereafter
allocated to said well or wells for production pusposes.

8, OFFSET WELLS: If oit and/or gas should be produced in commercial quantities from a well tocated on land privatcly owned or oo State lapd leased at a lesser joyalty, which well is
withm on¢ thousand (1,000) feet of the area included berein, or which well is draining the area covered by this leace, the Lessee shall, within sixty (60) days aficr such initial producdon from the
draining well or the well Jocated within ane thouszad (1,000) fect from the area covered by this lease begin m goed faith and prosecute diligendly the drilling of an offsct well on the arca covered

- this lease, and such offset well shall be drilled to such depth as may be necessary (o prevent the tmdue dezinage of the arca covered by his lease, and the Lessee, manager or driller shall use all

ans wecessary i a good faith effort o make such offset well produce oil and/or gas in commiercial quantitics. Ouly upon (he detcrrnination of the Commissioner and with his written approval,

ay the payment of a compensalory royalty satis(y the obligation to dnll an ofiset well or wells requircd under this Paragraph.

9. DRY HOLEJCESSATION OF PRODUCTION DURING PRIMARY TERM: L, during tbe primary 1zmm bereof and prior (o discovery and produccon of oil or gas on said land,
Lessec should drit} a dry hole or holes thercon, or if during the primary term hereof and aficr the discovery and actual production of oil or gas from ihe leased premuses such production Lereof
shoald cease from any cause, this lease shall ool ternxinate if op or before the cxpiration of sixty (60) days from date of completion of said dry hole or cessation of production Lessee commences
additional drilling or reworking operations tiiereon, or pays or ienders the next aggual delay rental in the same mrauner s provided in this leasc. (L dwing thc last year of the primary tenm ot
within sixty (60) days prior thercto, a dry bolc be completed and abandoned, or the produczion of oil or gas should cease for any cause, Lessee's rights shall remain o ful) force and effect without
further operations voti) the cxpiration of (be primary term; and if Lessce bas not resumed production in paying quantitics at the expiration of the primary lerm, Lessee may maintain this lease by
conducting dditional drilling or reworking operations pursuant 10 Paragraph 10, using the expiragon of the priomry lerm as the date of cossation of production under Paragrzph 10. Should the
first well or apy subscquent well drilled on the above deseribed Land be commpleted as 2 shut-in ail or gas well within the primary (enu bereof, Lesses may resume payment of e annual rencl m
{he same rmanner as provided herein on or before the rental paying date following the expiration of sixty (60) days from the date of completion of such shit-m oil of gas well and wpor the faidure
to make such payment, this lease shall ipso &cto (ermmnate. If a¢ the expiraton of the primary term or any hime thereafter a shut-in oil of gas well is located o the leased promises payments mzy
be umde I accordance with the shut-ia provisions hereof.

10. CESSATION, DRILLING, AND REWORKING: If afler the expiration of (b¢ primary term, production of oil or gas from the leased premises, aficr once obtained, shauld cease from
any causz, this Jeasc shall not termmnate if Lessee commences additional drilling or reworking operzions within sixty (60) days afier such cessation, and this lease shall remaio f full force and
ctlect for 5o loug as such operations continue in good faith asd in workmmnlike ranner without interruptions wisling more than sixty (60) days. [f such drilling or roworking operations result in
(he production of oil or ges, the lease shall remain in full force and effect for so long as o1l or gas is produced from the leased prewmises in paying quantities or payment of shut-in oil or gas well
royaltics or payrent of coropensatory royalties is madc as provided herein or as provided by law. [f (he drilling or reworking operations result in the completion of 2 well as a dry hole, the lease
will not terminate if the Lessee commences additioval drilling or reworidng operations within sixty (60) days afier the completion of the wcllas&d:yhok.andlhml:zseskallmmmeﬁ'wm
long as Lessee continues drilling or reworkiog operations in good faith and in 2 workmanlike manner without intarruptions Iotaling morc (han sixty (60) days. Lessee shall give written notice 10
the Geoeral Land Ofee within thirty (30) days of any cessation of production.

11. SHUT-IN ROYALTIES: For purposes of this paragraph, "well" means any well that has becn assigned a well mumber by the state agency having jurisdiction over (e production of oil
and gas. If at agy time afier (ho expifation of the primary lermn of a Jease that, until being shut in, was being maintzined in force and effect, a well capable of producing oil or gas in paying
quantities is located on the Jeased premises, but o] of gas is not being produced for lack of suitable prodiction Baciliies of lack of a suitable market, ten Lessee may pay as a shut-in oil or gas
coyalty 2n gmount equal {5 double the annual rental provided in the fcase, but Dot less thaa $1,200 2 year for cach well capable of produsing ofl or gas in paying quanttics. To be effectve, each
injtial sbut-in oil or gas rayalty must be paid on or before: (1) the cxpiration of the primary o, (2) 60 days after the Lessee oeases 10 produce ofl or gas from e keased pramiscs, or (3) 60 days
afier Lessee completes 2 drilling or reworking operation in accordance with the fease provisions; whichever date is latest. If (e shui-in o or gas royalty is paid, the lease shall be considercd lo
be 1 producing leasce and the payment shall cxtend tha term of the lease for a period of one year rom the cud of the primary term, or from the first day of the ronth following the month 1 whick
production ceasad, and, afier thal, if no suitable production facilities or suitable market for the oil or gas exssts, Lessee may exlend the icasc for four more successive periods of one (1) year by
paying the sam¢ aynount each year on or before the cxpiranon of cach shut-in year.

12. COMPENSATORY ROYALTIES: If, during the penod the ease is kept in effect by payment of the sha-in oil or gas royalty, ofl or gas is sold aed delivered i paying quantites from 2
well located within one thousand (1,000) fezt of the keased premises and completzd in the same producing reservoir, or i any case i which drainage is occurming, the right to continug 10 TEaintain
he kease by paying e shut-in oil or gas royalty shall cease, but the lease shall remain effective for the remamder of the year for which the royalty has been pasd. The Lessee may mamtain the
ase for four more successive years by Lesser paying compensacory royalty at the royalty ratc provided in the lease of the rmarket value of produchon from the well causing the drainage or wihich
15 completed in the same producing reservoir and within one thousand (1,000) feet of the leased premises. The compensatory royalty is 10 be paid montily to the Comnussioner beginning on of
before the last day of the month following the month in which th o1l or gas is produced from the well causing the drainage or that is completed in the same producing Teservoir and located within
onc thousand (1,000) feet of the icased premises; if the compensatory royalty paid in aay )2-month period is in an amount less than the annual shut-in oil or gas royalty, Lessee shall pay an
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amount cqual to the diffetence within thirty (30) days from the end of the 12-moanth period; and none of these provisions will relieve Lessee of the obbgation of reasonable development nor the
obligation to dnit offsct wells as provided 1 N.R.C. Scction $2.034; however, at the determination of the Cowmmissioner, and with the Commissioner’s written approval, We payment of
cormpensatory royalaes shall satsfy the obligation to drill offsct wells. Compensatory royaity payments which are not timely paid will acens¢ penalty and interest in accordance with Paragraph §
*f this lease.

3. EXTENSIONS: If, at (he expiration of the primary term of this lease, production of oil or gas bias not beeu obtained on the leased premises but drilling operations are being conducted
thereon in good fzith and in a good and worksmanlike manner, Lessce may, on or before the expiration of the primacy tenm, file in the General Land Office written application (o the Commmussioner
of the General Land Office for a thirty (30) day extension of this lease, accompanied by payment of Three Thousand Dollass ($3,000.00) if this Jease covers six hundred forty (640) actes or less
and Six Thousand Dollars ($6,000.00) if this lease covers more than six bundred forty (640) acres and the Commissioner shall, m writing, extend this leasc for a thirty (30) day period from and
alier the exprration of the primary lerm and so long therezfler as oil or gas is produced in paying quantnes; provided further, that Lessee may, s6 long as such drilling operations are being
conducted makc ke applicanon and payment during any thirty (30) day extended period for an additional extension of thirty (30) days and, upon reeeipt of such application and payment, the
Commussioner shzll, in writing, again extznd this lcase so that same shall remain in foree for such additional thirty (30) day period and 50 long thereafler as oil or gas is preduced in paying
quantities; provided, however, that this tease shail not be extended for more than a iotal of three hundred ninery (390) days from and after the expiration of (he primacy (e unless production in
paying quantities has been obtained.

14. USE OF WATER; SURFACE: Lessec shall have the right (0 us¢ waler produced on said land necessary for operations hereunder and solely upon (he leascd premises; provided,
however, Lessec shall nol use polable water or water sustable for livestock or irrigation pumposes for water flood operations without the prior writtcn couscnt of Lessor. Subject to its obligation to
pay surface damages, Lessee shall have the right to ust 50 ruch of (he suface of e land that may be reasenably necessary for drilling and operating wells and ransporting and marketing the
production therefrom, such use 1o be conducted under conditions of teast injury to the surface of the land. Lessee shall pay surface damages in an amoun( s¢t by the General Land Office fee
schedule which is effective on the date when the activity requiring the payment of surface damages occuss.

tS. POLLUTION: In developing this area, Lessee shall use the hughest degree of care and all proper saleguards 10 prevent polludon. Withowt limiting the (orcgowg, pollution of coastal
wetlands, natural watcrways, rivers and orpounded water shall be prevented by \he usc of containment (zcilities sufficicnt to prevent spillage, scepage or ground watee contamination. [n (he event
of poliution, Lessee shall use all means at its dispasal 1o recapeure all escaped hydrocarbons or other pollitant and shall be responsible for 2il damage to public 2nd privatc properties.

(A) UPLARDS: Lessee shall build and mainmin fenees around its slush, sump, aod drainage pits and tank banerics so as to protect livestock agaiast Joss, damage or injury; and upon
cormpletion or sbandonment of any wefl or wells, Lasses shall fill and level 2l slush pits and cellars and conmpletely clean up the drilling site of all rubbish thereon.

(B) SUBMERGED LANDS: No discharge of solid waste or garbage shzll be allowed mto State waters from apy drilling or support vessels, production platfonm, crew or supply boeat,
barge, jack-up rig or other equipmen( located on the leased arca. Solid wasie shall include but shall not be limited to containers, equipment, rubbish, plasdc, glass, and any olrer man-mde von-
biodcgradable items. A sign must be displayed in 2 high trafic area on all vessels and mnncd pladorms stacng, “Discharge of any solid waste or garbage nto State Waters from vessels or
platforms is sinctly prohibited and may subject a Slat of Texas leasc to forfeiture.” Such statement shatl be in lettermg of at least 17 in si2e.

(C) RIVERS: To ihe extent necessary to prevent pollution, the provisions forund in subsectons (2) and (b) of this paragraph shall also apply to rivers and riverbeds.

(D) PENALTY: Fatlure to comply with the requirements of this provision may result in the omximum penally allowed by law including forfesture of the lease. Lesses shall be liable for
the damages caused by such failure and any costs and expenses mcurred in cleaning areas affected by the discharged waste.

16. [DENTIFICATION MARKERS: Lessee shall ercct, at a distance pol to cxceed twenty-five (25) feet from each well ou the prommses covered, by this icasc, 1 legible sign on which shall
be stated the namic of (be operator, the lease designadion and the welt ownber. Where twa or more wells on (he same leasc or where wells bu two or more leases are comnected 1o the same @nk
Atiery, whether by individual ow Une connections direct to the tank or tanks or by use of 2 muliple header system, each line between each well and such @nk or beader shall be degibly
niified at all dmes, cither by a firmly 2nached tag or plate or an identiication properly painted on such lipe al 4 distanee not 10 exceed three (3) fect from such tank or header connection. Said
218, &ags, places or other identification markers shall be maintamed in 4 legible condition throughout (be term of this leasc.

17. ASSIGNMENTS: The lease may be transferred at any time; provided, howcver, that the liability of the transferor to properly discharge its obligation under the lcase, mcluding properly
plugging abandoned wells, remaving platforns or pipelines, or remediation of contaminaton at drill siles shall pass 0 the transferee upon the prior written consent of the Coummssioner of the
General Land Ofhce. The Conmmissiouer may require the traasferee to demonswrate financi2l responsibility and may require 2 bond or otber security. All mansfers must reference the lease by the
fle mumber and roust be recorded in the county where the area is located, and the recorded Imansfer or a copy certfied (0 by the County Clerk of the county where the transfer is recorded roust be
filed in the General Laod Office within nincty (90) days of the execution date, as provided by N.R.C. Seetion 52.026, accompanied by the filing fee prescribed by ihe General Land Office rules in
effect on the date of receipt by the General Land Office of such transfer or certified copy thereof Every transferce shall succeed to all rights and be subject 10 all obligations, labilitics, and
penaliies owed o (e State by e originat Jesses or any prior aansferee of the lease, including any liabilities 10 (he state for unpaid rovalties.

18. RELEASES: Lessee may release the rights granted bereunder o the State at any tme by recording the release in the county where this area is sinnted and flling the recorded release or
certificd copy of same in the Gereral Land Office within ninety (90) days afier its exccution acconpanicd by the filing fee prescribed by the General Land Office rules in effect on the dale of
receipt by the General Land Office of such release or certified copy tbereol. Such release will not have the effect of releasing Lessee from any Lability cheretofore aocrued in favor of the State.

19. LIEN: In accordance with N.R.C. Section 52.136, the State shall have a first lien upon 2l ¢il and gas produced from the area covered by (his Jease (0 sccure payment of all impaid royalty
and other sums of moocy that may become due under this lease. By aceepiance of this lease, Lessee grants (he State, in addition to the lien provided by NL.R.C. Section 52.136 and any other
applicable statulory lien, an express contrachizl lieo on and security interest in all leased minerals ip and exiracled from the leased premises, all proceeds which mmy accrue 1o Lessee from the sale
o(‘such)cascdnhmls.whc(hcrmhpmoeedsareh:ldby Lessee or by a third party, and all fixtures on and roproverments 1o the leased premmises used m o tion with the production or
processing of such leased minerals in order 1o secure the payment of all soyaliics or othcr amounts due or to become dus under this lease and to secure payment of any damages or oss that Lessor
may suffer by reason of Lessee's breach of any covenant or condition of this lease, whether express or plied. This lien angd security interest may be foreclosed with or witbout court proceedings
in U maoner provided in the Tite 1, Chapter 9 of the Texas Business and Commerce Code. Lessce agrees (hat the Conurissioner may require Lessee to execute 2nd record such instruments ag
may be reasonably necessary 1o acknowledge, attach or perfect this lico. Lessee hereby represents that there are no prior or superior liens arising from and relatiog (o Lesses’s activities upou the
above-described property or from Lessee's acquisition of this tcase. Should tbe Commissioner a( any time determine thal this represeniation is pot truc, then the Comumissioner may declare this
Jease forfeited as provided herein.

20. FORFEITURE: U Lessee shall fail or refuse 10 ymake the payment of any sum within thirty (30) days afier it becomes due, or if Lessce or an autborized agent should kmowingly make aoy
false rewrn or false report concerning production or drilling, or if Lessee shall fail or refose 16 dill any offset well or wells in good faith as required by taw and. the rules aud regulations adopted
by the Commissioner of the General Land Office, or if Lessee should fail 1o file reports in the nmuser required by law or (all 1o comply with rules and regulations promulgated by the General
Land Office, \he School Land Board, or the Railroad Comumission, or refuse the proper authority access to the records pertaining 10 operations, or if Lessee or an avihorized agent should
knowingly fail or refuse to give conmeet nformation 1o the proper authority, or knowingly fail of refuse to furnish the General Land Office a comect log of any well, or if Lessee shall knowiogly
violate any of the matcrial provisions of this lease, or if this lease is assigned and Ui assignment is not filed in the General Land Office as required by law, the rights acquired under this fease shall
be subject w0 forfeiure by the Conmnissioner, and e shall forfeit same when sufficiently mformed of the facts which authorize a forfeiture, and when €orfeited the area shall apain be subject ©
Jeasc (0 1he highest bidder, under the same regulations congolling ihe original sale of leases. However, nothing berein shall be coustrucd as waiving ihe automatic tenmmation of this lease by
operation of law or by reason of any special limutation arising bercunder. Forfeitures may be set asidc and this Jease and all rights thereunder reinstated before the rights of another mtervese upon
satisfactory evidence o the Commissioner of the General Land Office of funwe compliance with the provisions of the law and of this lease and Ihc rules and regulations tha¢ roay be adopted
~clative hereto.

21, RIVERBED TRACTS: la the event this lcase covers a niverbed, Lesses is bereby specifically granted the right of emminent domain and condemoation as provided far in N.R.C. Secoons
52.092-52.093, as a part of the consideration moving 1o Lessor for the covenants herem made by Lesses,
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22. APPLICABLE LAWS AND DRILLING RESTRICTIONS: This lease shall be subject to all tules and regulations. and amendments thereto, promulyated by the Commissioner of the -
General Land Office governing drilling and producing operations on Permanent Free School Land specificaily including any rules promulgated that relate to plans of aperadons, payment of
oyalties, and auditng procedures, and shall be subject 16 31l other valid stanucs, ruics, regulations, orders and ordinances that may affect operations under the provisions of this lezse. Withowt
“niting the generality of (he forepoing, Lessee hercby agrees, by the acceptance of this lease, 16 be bound by and subject 1o all statutory and regulatory provisions relating to the Gereral Land

‘ne's audit billing notice and audit heanings procedures. Said provisions are currently found al 31 Texas Adrmmstrative Code, Chapier 4, and Texas Natura) Resources Code Sections 52.135
72.137 through 52.140. In the event this leasc covers land franchised or leased or otherwise used by 2 naviganon dismrict or by the United States for the purpose of navigation or other
wupose incident o the operation of a port, then Lessee shall not be endlled to enter or possess such land without prior approval as provided wnder Section 61.117 of the Texas Water Code, but
Lesset shall be entilleg to develop such land for oil and gas by dircctional drilling; provided, hawever, Dat wo surface drilling location may be ncarer than 650 feet and special permission Fom
the Commissioner of the General Land Offic¢ is nccessary to make any surface Jocation nearer than 2,160 feet measured at right angles from (be wearest bulkhcad linc or from the nearest dredged
botom cdge of any chamnel, slip, or ournung basin which has been authorized by the United States as a federal project for futurc cogstuetion, whichever is nearer.

23. REMOVAL OF EQUIPMENRT: Upon the iermination of this lease for any cause, Lessee shall not, in any event, be permitted (o remove e casing or apy part of the equipment from any
producing, dry, or abandoned well or wells without the written consent of (ke Conmmnissioncr of the General Land Officc or his awhborized representative; nor shall Lessee, without the written
consent of said Commissioner or his authorized representative remove from the leased premises the casing or any other equipment, material, machinery, appliances or property owned by Lessee
and used by Lessce in the development and production of oil or gas therefrom unti 2(l dry or abandoned wells have been plugged and until all shish or refuse pits have been properly filled and all
broken or discarded lumber, machinery, or debris shall kave been removed from the premises to the satis(action of the said Commmssioger or his authorized representative.

14, FORCE MAJEURE: Showd Lessce be prevented from complying with any express or imphied covenant of this lease, from conducting drilling operations thereon, or from producing oil
and/or gas therefrom, afler effort made in good faith, by rcasou of war, rebellion, rios, strikes, fires, acts of God or any order, rule or regulation of governmental awthonity, then while so
preventcd, Lessec's obligation o comply with such covenant shall be suspended upon proper and satisfactory prool presented o the Cormmuissioner of \he Genensl Lapd Office in support of
Lessee's contenton and Lessee shall not be liable for damages for failre 10 couply therewith (except in the event of Jease operations suspended as provided in the rules and reguladons adopted
by the School Land Board); and this lease shall be extended while and so toog as Lessee is prevenled, by any such canse, from drilling, reworking operanons of produsing oi and/or gas frow the
leased premmses; provided, however, that nottung herein sh:\ll be construed to suspend the payment of rentals during the primery or cxicaded e, nor 1o abridge Lessee's right to a suspension
under any applicable statute of this State. .

2S. LEASE SECURITY: Lessee shall take the highest degree of care and all proper safeguands (0 protect said premises and to prevent thefi of oul, gas, and other hydrocarbons produced
from said Jease. This includes, but is not Lmited to, ihe installation of all pecessary cquiprent, seals, locks, or other appropriate protective devices on or at all access points at the kease's
production, gathering and storage systems where (heft of hydrocarbons can occur, Lessee shall be liable for the loss of any kydrocarbons resulting from theft and shall pay the Siaie of Texas
royaltics thercon as provided herem on all oi), gas or other hydrocarbons lost by reason of theft.

26. REDUCTION OF PAYMENTS: If, during the primary term, a portion of the land covered by this tease is mehnled within (be bowmdaries o a pooled unit that has been approved by the
Schoo! Land Board in accordance with Natural Resources Code Sections 52.151-52.153, or if, at any tme afer the expiration of the primary tcrm or the extended term, this lease covers a lesser
nurmber of acres than the total amount desceribed hesein, payments that are made on a per acse basis hereunder shall be reduced acoording to the number of acres pooled, released, surrendered, or
otherwise scvered, so that payments determined op a per acte basis under the Lorms of this Jease during the prirmary term shall be calculated based upon the nurmber of acres outside the boundaries
of a pooled unit, o, if after the expiration of the primary term, the number of acres actually retained and covered by this lease.

27. SUCCESSORS AND ASSIGNS: The covenants, conditions and agreements contained herein shall extend to avd be binding upou the heus, execntors, adminisuators, SuCcessors or
assigns of Lessee herem

28. ANTIQUITIES CODE: In the event that any feature of archeological or historical interest on Permanent Schoo! Fund Land is encountored diring the activites authortzed by (his kease,
ssee will immediately cease activides and will immediately notify the General Land Office (ATTN. Archaeologist, Asset Maoagement Divisiop, 1700 N. Congress Ave., Austin, Texas 78701)
the Texas Histosical Commission (P.O. Box 12276, Austin, TX 78711) o that adequate measares may be undertaken to protect or recover such discoveries or findings, as appropriate.
see is expressly placed on notiee of the Nadonal Historical Preservation Act of 1966 (PB-89-66, 80 Staaute 915; 16 U.S.C.A. 470) and the Antiquities Code of Texas, Chapter 191, Tex Nat
Code Anp. (Vernon 1993 & Supp. (998). On state-owned land not dedicated to the Pernmaent Schoot Fund, lessee shall notify the Texas Historical Commmission before breaking ground at a
project locadon. An archacological survey rmight be roquired by (he ission before construction of the projcet can cownmenee, Further, i the event that any site, object, location, artifact or
other feature of archaeological, scientifie, cducationa), culaural or historic interest 18 encountercd during the activities authorize by this lease, lessee will inmpediately notify lessor and the Texas
Historical Commumission so that adequate measures may be undertaken to protect or recaver such discoveries or findings, 1s appropriate.

29. VENUE: Lessor and lessee, including lessee's successors and assigns, hereby agree that venue for any dispude arising out of a provision of this lease, whelher express or implied,
regarding interpretation of this lease, or reladng in any way to this Jease or to applicable case law, statutes, o adminisfradve rules, shall b: in a court of comgpetend jirisdiction locatcd m Travis
County, State of Texas. : e el et -

30. LEASE FILING: Pursuant to Chapu:r9 of the Tex. Bus. & Com Codc, this lease must be filed ufreconi in d:eoﬁiz ofﬂn Coumy Clcrk io any cotmty 1n which all or any part of the
leased premises is located, and certified capies thereof must be filed i the General Land Office. The prescrived (ling fee shal] accompany the u:rtlﬁed copics sent o the General Land Offee.
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31. EXECUTION: This oil 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 Stalc of
Texas.

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

LESSEE
— p oA
. ! 4 7
TITLE: MANAGER
DATE: AUGUST 30, 2001

IN TESTIMONY WHEREOR, witness the sigianre of the Cormmissioner of the General Land Office of the State of Texas under the seal of the General Land Office.

Y AMAL INUUNUAAR
COMMISSIONER OF THE GENERAL LAND OFFICE
OF THE STATE OF TEXAS

g-17-201|
APPROVED
Contents
Legal
nc
Exec _@
STATE OF TEXAS (CORPORATION ACKNOWLEDGMENT)
COUNTY OF NIJ_ECES
BEFORE ME, the undersigned authority, on this day persomily appearcd Paul P. Black
w16 e 1o be the person whose game is subscribed to the foregoing mstnment, as Manager of BNP Oil & Gas Properties, Ltd.,
by Pagenergy Company, LLC, its General Partaer and acknowledged (o me that e executed the samc

far the purposcs and consideration therein expressed, in the capacity stzwd, 2ad as the act and deed of said corporabon.

Given under my hand and scal of office Lhis the 30“” N/ ™ dayof 4:%%@ ;9 ‘2@4

.
PP O . _ W

7
/ﬂ STAN FOX ) Notary Public in and for
4 Notary Public y
\ STATE OF TEXAS  §
%/ My Comm. Exp. dune 18, 2002 t
1W
STATE OF ~  (INDIVIDUAL ACKROWLEDGMENT)
COUNTY OF

Before me, the undersigned authonty, on this day personally appeared

koown 16 e to be the persons whose names are subserided 10 the foregoing instrurnent, and acknowledged Lo roe that they executed the
same for the purposes and consideration therein expressed.

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

Notary Public m and for

AY/GULF
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