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Subject: Padre Island National Seashore - Draft Letter to Paul Black re:
LemonlLemon Seed Term Pooling Agreements

. .

Comments: Linda and Eddie-In anticipation of our conference call this afternoon, I thought it
might be helpful jf I provided you my initialcomments on the draft letter to Paul Black re: the
pooling agreements for the Lemon/Lemon Seed well term pooling agreements. So, attached is a
copy of the draft letter with my minor handwritten edits. In addition, I recommend that you
combine the letter's first and tlUrdparagraphs into a new first paragraph reading as follows:

Thank you for your November 7, 2007, letter enclosing copies.of the Lemon and
Lemon Seed Term Pooling Agreements and the correspondence from the Texas
General Land Office approving the units. After reviewing those documents, we
find that they satisfYthe requirements of36 C.F.R subsection 9.36(a)(2). We
understand, however, that BNP no longer holds a lease to the Dunn-McCampbell-
owned minerals througl;lwhich BNP will need to drill to'reach its bottomhole
locations for both the Lemon and Lemon Seed wells. We further understand that
Dunn-McCampbell has agreed to grant BNP a subsurfaceeasement to drill
through its mineral interests, As a condition of the National Park Service's
authorizing BNP to drill the Lemon Seed well, we therefore require that you
provide us with a signed statement reading substantiallyas follows:

In order to drill the Lemon Seed well, BNP will need to drill
through mineral interests, owned by other parties, that BNP does
not currently lease. BNP hereby represents to the National Park
Service (NPS) that it has obtained or will obtain the legal
pemrission or rights necessary to drill through those mineral
interests owned by other parties. In consideration of the NPS' s
authorizing BNP to drill the Lemon Seed well, BNP hereby agrees
to indemnifyand hold harmless the United States of America and its
employees and agents from and against any and all liability
whatsoever arising out of or resulting from BNP's drillingthrough
mineral interests owned by other parties, includingbut not limited
to Dunn-McCampb~llRoyalty Interest, Inc., in the course of
drilling the Lemon Seed well.

As soon as we receive that signed statement, we will provide you a written authorization
to proceed.

Then continue the letter with what is currently the second paragraph (as edited).

I'll talk to you this afternoon. Thanks.

Rob
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November XX, 2007

Paul Black
BNP.COIporation
William Tower"
2800 ~ost Oak BoulevaT~ Suite 5300
HoustonTexas77056 '

Dear Mr. Black:

In response 1;0BNP's November 7,2007, letter forwarding copies of the Lemon and
Lemon Seed Term Pooling Agreements, and a copy of the correspondence from the
TexasGeneralLandOfficeapprovingthe units,webavereviewedthe termpooling
agreements and the approval letter from the GLO and find those documents to be
sufficient to meet the § 9.36(a)(2) requirement. This letter serves as BNP's authorization
to drill the:Lemon Seed well under the terms ofBNP's approved plan.'

We remindBNP that the NPS's selection and approval of the surface drilling l~aJi?oo~
the island forBNP's Lemo~ and Lemon Seed wells at (Id location) represents~ \im~tt.:
circumstance. The NPS made its decision after careful analysis of the unique infonnation
contained in the proposed plan, and after application of the approval standard at 36 CFR
§ 9.37 (a)(l). BNP should not rely on the NPS's approval of the surface location on the
island for the Lemon and Lemon Seed wensas an indication or guarantee that the NPS
will authorize BNP to locate surface faciliues on the island for similar future'proposals.

$PIAn.!!We strongly cncouragc.BNP to-work with.park personnel. ear-Iy:4rHhe .
developmeHt..o.f:.itsfuture proposals.in or adjacent to.Padre Island National Seashore-so
that both panics are aware of potential drilling locations under consideration.

.-'

Lastly, for the drilling of the Lemon and Lemon Seed w!=lls,we understand that B~. no
longer holds a lease to the Dunn McCampbell owned minerals BNP will need to.access

- _tJn:.ough~oleach its bottom hole locations for both the Lemon and the Lemon Seed wens.
We'refJ~Fst'that BNP prepare and ~igna hold harmless agreement to protect the NPS
from bctngpartyto ~ny future-litigatioE.thatmay .arise--due:to"concern :.ever-access...
through Dunn McCampbell's mineral estate. Please forward the bold harmless
agreement to me within -10days of receipt of this letter.

If you have any questions, please do not hesitate to contact Darrell Echols of my staff at
(361) 949.8173 x 223.

Sincerely,

Joe Escoto, Superintendent
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