
TEXAS GENER.AL LAND OFFICE
JERRY PATTERSON, COMMISSIONER

Mr. Paul Black
BNP Petroleum Corporation
Williams Tower
2800 Post Oak Blvd., Suite 5300
Houston, Texas 77056

R.e: Term Pooling Agreements
Lemon Seed Unit (4)20 acres)
Lemon Unit (892.5 acres)
Kenedy County. Texas

Dear Mr. Black:

00 September 18, 2007, the School Land Board approved your applications to form the captioned
temporaryunitssubjectto the conditionsincludedin IheenclosedTenn PoolingAgreements.

Enclosed herewith arc duplicate originals of the Agreements to be ex~uted and acknowledged by a duly
authorized representative ofBNP Petroleum Corporation and any other working interest owners. Additional
pages may be added for execution and acknowledgement by the other working interest owners, if any.

Please attach the foJlowing to each agreement: a list of all the oil and gas leases included in the unit 8S
Exhibit "A"; a lega] description (metes and bounds or a tist of the tracts in the unit. if they are readily
identifiable) of the LD1itas Exhibit "B"; an unreduced. '"to scale", legible, aecurate plat as Exhibit "C".

After proper execution and acknowledgment, please return the duplicate originals of the Agreements for
execution by the Commissioner. The Board requires execution be complete within ninety (90) days of
approval by the Board. An executed original of each Agreement will then be returned to you.

Please Note: The Term Pooling Agreements win all expire on March 18. 2009, unless appJication is made
and approval is obtained to extend the tam of the Agreements or to obtain pennancnt pooling.

Thank you for your assistance, jfyou have any questions. please contact me at the number listed.

Smoady. ~1~.CPL t-
Energy Resources Division
(512) 305-9106

Stephen F. Austin BWiding 81100 North Congress Avenue ·Anltin, Texu 78101-1495

Post Office Box12873 . Austin.Tau 78711-2873

512--i63-S001· 800-998-4GLO

www.g1o.state.tz.us



TERM POOtoINB ABREENBNT
BNP PKTROtoll:UM CORPORATION

tolmON 11NX'l'
I<BKEDY COUNTY, Tl':XAS

THIS AGREEMENT is entered into by and between the Commissionerof the General Land Office, on behalf of the State
of Texas, as "Lessor" and BNP Petroleum Corporation, herein referred to as "Lessee", and such other interested

parties as may join in the execution hereof, the undersigned parties herein collectively referred to as the
"parties", in consideration of the mutual agreements hereinafter set forth and other valuable considerations,the
receipt and sufficiency of which are hereby acknowledged, and for the purposes and upon the terms and conditions
which follow,

PURPOSES, 1.

This Pooling Agreement ("Agreement") is made for the purposes of conservation and utilization of the pooled

mineral, to prevent waste, to facilitate orderly development and to preserve correlativerights. To such snd, it
is the purpose of this Agreement to effect equitable participation within the unit formed hereby. This Agreement

is intended to be performed pursuant to and in compliance with all applicable statutes, decisions, regulations,
rules, orders and directivesof any governmentalagency having jurisdictionover the productionand conservationof
the pooled mineral and in its interpretationand application shall, in all things, be subject thereto.

UNIT DESCRIPTION: 2.

The oil and gas leases, which are included within the pooled unit, are listed on the attached Exhibit "A", to which

leases and the records thereof reference is here made for all pertinentpurposes. The pooled unit shall consistof
all of the lands described in Exhibit "B" attached hereto and made a part hereof. A plat of the pooled unit is
attached hereto as Exhibit "C'.

MINERAL POOLED: 3.

The mineral pooled and unitized ("pooledmineral")hereby shall be oil and gas includingall hydrocarbonsthat may
be produced from an oil well or a gas well as such wells are recognized and designated by the Railroad Comnussion

of Texas or other state regulatoryagency having jurisdictionof the drilling and productionof oil and gas wells.
The pooled mineral shall extend to those depths underlying the surface boundaries of the pooled unit from the
surface to 9,100 feet true vertical depth below the surface ("unitizedinterval").

POOtoINGAND EFFECT: 4.

The parties hereto commit all of their interests which are within the unit to the extent and as above described

into said unit and unitize and pool hereunder the separate tracts described on the attached Exhibit "B", for and

during the term hereof, so that such pooling or unitization shall have the following effect:

(a) The unit, to the extent as above described, shall be operated as an entirety for the
exploration, development and production of the pooled mineral, rather than as separate
tracts.

(b) All drilling operations, reworkingor other operationswith respect to the pooled mineral
on land within the unit shall be considered as though the same were on each separate

tract in the unit, regardless of the actual location of the well or wells thereon, for

all purposes under the terms of the respective leases or other contracts thereon and this

Agreement. In the event the unitized area covered by this Agreement is maintained in
force by drilling or reworking operations conductedon a directionalwell drilled under
the unitized area from a surface location on adjacent or adjoining lands not included

within the boundaries of the unitized area, such operations shall be considered to have

been commenced on the unitized area when drilling is commenced on the adjacent or

adjoining land for the purpose of directionally drilling under the unitized area and

production of oil or gas from the unitized area through any directional well surfaced on

adjacent or adjoining land or drilling or reworking of ally such directional well shall be

considered production or drilling or reworking operations, as the case may be, on the

unitized area for all purposes under this Agreement. Nothing in this Agreement is

intended or shall be construed as granting to Lessee any leasehold interest, easements,
or other rights in or with respect to any such adjacent or adjoining land in addition to

any such leasehold interests, easements, or other rights which the lessee, operator or

other interest owner in the unitized area may have lawfully acquired from the state or
others.

(c) Production of the pooled mineral from the unit allocated to each separate tract,
respectively, as hereinafter provided, shall be deemed to have been produced from each

such separate tract in the unit, regardless of the actual location of the well or wells

thereon, for all purposes under the terms of the respective leases or other contracts

thereon and this Agreement. Provided that, if any State Lease described in Exhibit "A"

attached hereto contains provision 4(E) VARIABLE ROYALTY, and a unit well is not located
on such State Lease and a reduced royalty has not otherwise been earned, then a reduced
royalty may be earned by unit production,but it shall only apply to the acreage included
within the unit and only for eo long and insofar as the acreage remains in a temporary

unit. At the expiration of the temporary unit the reduced royalty earned by unit
production shall cease unless all or a portion of the acreage is included in a permanent

unit as approved by the School Land Board. The acreage included withinthe permanentunit
will retain the reduced royalty.Acreage outside of the unitized area must earn a reduced
royalty independently.

(d) All rights to the productionof the pooled mineral from the unit, includingroyaltiesand
other payments. shall be determined and governed by the lease or other contract
pertaining to each separate tract, respectively,based upon the productionso allocated
to such tract only, in lieu of the actual production of the pooled mineral therefrom.



Provided that, payments that are made on a per acre basis shall be reduced according to

the number of acres pooled and included herein, so that payments made on a per acre basis

shall be calculated based upon the number of acres actually included within the

boundaries of the pooled unit covered by this Agreement.

(e) A shut-in oil or gas well located upon any land or lease included within said unit shall
be considered as a shut-in oil or gas well located upon each land or lease included
within said unit; provided, however, that shut-in oil or gas well royalty shall be paid
to the State on each State lease wholly or partially within the unit, according to the

terms of such lease as though such shut-in oil or gas well were located on said lease, it

being agreed that shut-in royaltiesprovided in each State lease shall not be sharedwith
other royalty owners.

(f) Notwithstandingany other provisionhereof, it is expresslyagreed that each State lease
may be maintained in force as to areas lying outside the unitized area described in

Exhibit "B" only as provided in each such lease without regard to unit operations or unit
production. Neither production of the pooled mineral, nor unit operationswith respect
thereto, nor the payment of shut-in royalties from a unit well, shall serve to hold any

State lease in force as to any area outside the unitized area described in Exhibit "B"

regardless of whe~her the production or operations on the unit are actually located on

the State lease or not. "Area" as used in this paragraph shall be based upon surface

acres to the end that, except as may otherwisebe provided in eacl\State Lease, the area
inside the surface boundaries of the pooled unit, if held, will be held as to all depths
and horizons.

(g) If the Railroad Commission of Texas (or any other Texas regulatory body having

jurisdiction) shall adopt special field rules providing for oil and/or gas proration

units of less than 892.5 acres, then Lessee agrees to either (1) drill to the density

permitted by the Railroad Commission, (2) make application to the School Land Board of
the State of Texas to reform the unit to comply with Railroad Commission unit rules, or

(3) make application to the School Land Board of the State of Texas for such remedy as

may be agreeable to the Board.

{h) This Agreement shall not relieve Lessee from the duty of protecting the State leases
described in Exhibit "A" and the State lands within the boundaries of the pooled unit
described in Exhibit "BOI from drainage from any well situated on privately owned land,
lying outside the unitized area described in Exhibit "B", but, subject to such
obligation, Lessee may produce the allowable for the entire unit as fixed by the Railroad
Commission of Texas or other lawful authority, from anyone or more wells completed
thereon.

(i) There shall be no obligation to drill internal offsets to any other well on separate
tracts within the pooled unit, nor to develop the lands within the boundaries thereof

separately, as to the pooled mineral.

(j) Should this Agreement terminate for any cause, in whole or in part, the leases and other
contracts affecting the lands within the unit, if not then otherwise maintained in force
and effect, shall remain and may be maintainedin force and effect under their respective
terms and conditionsin the same manner as though there had been productionor operations
under said lease or contract and the same had ceased on the date of the terminationof
this Agreement.

ALLOCATION OF PRODUCTION: 5.

For the purpose of computing the share of production of the pooled mineral to which each interest owner shall be

entitled from the pooled unit, there shall be allocated to each tract committed to said unit that pro rata portion

of the pooled mineral produced from the pooled unit which the number of surface acres covered by each such tract

and included in the unit bears to the total number of surface acres included in said unit, and the share of

production to which each interest owner is entitled shall be computed on the besis of such owner's interest in the
production so allocated to each tract.

TAKING ROYALTY IN KIND. 6.

Notwithstanding anything contained herein to the contrary, the State may, at its option, upon not less than sixty
{60) days notice to Lessee, require that payment of all or any royalties accruing to the State under this pooling
or unitization agreement be made in kind, without deduction for the cost of producing, gathering, storing,
separating, treating, dehydrating, compressing, processing, transporting and otherwise making the oil, gas and
other products produced hereunder ready for sale or use.

FULL MARKET VALUE. 7.

In the event the State does not elect to take its royalty in kind, the State shall receive full market value for

its royalty hereunder, such value to be determined as follows:

(al As to royalty on oil by (1) the highest posted price, plus premium, if any, offered or
paid for oil, condensate, distillate, or other liquid hydrocarbons, respectively,of a
like type and gravity for the field where produced and when run, or (2) the highest

market price thereof offered or paid for the field where produced and when run, or (3)

gross proceeds of the sale thereof, whichever is the greater;

(b) As to royalty on gas, such value to be based on (1) the highest market price paid or

offered for gas of comparable quality for the field where produced and when run, or (2)

the gross price paid or offered to the producer, whichever is the greater.
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(For the purposes of this Agreement 'field" means the general area in which the lands covered hereby are located.)

EFFECTIVE DATE: 8.

Upon execution by the COlmnissioner of the General Land Office of the State of Texas this Agreement shall become

effective as of september 18, 2007.

TERM: 9.

unless this agreement expires earlier pursuant to the terms of the respective leases included as a part of this

Agreement, or on such other date approved by the School Land Board and mutually agreed to by the undersigned

parties, their successors or assigns, this Agreement shall expire on March 18, 2009. Nothing herein shall amend or

modify Section 52.031 of the Natural Resources Code, or any of the provisionsthereof, which are contained in any
State lease covered by this Agreement.

STATE LAND. 10.

Insofar as the royalty interest of the State of Texas in and under any State tract committed to the unit is

concerned, this Agreement is entered into, made and executed by the undersigned Commissioner of the General Land
Office by virtue of the authority and pursuant to the provisions of Subchapter E, Chapter 52, of the Natural

Resources Code, authorizing the same, after the prerequisites, findings and approval hereof, as provided in said
Code having been duly considered, made and obtained.

DISSOLUTION: 11.

The unit covered by this Agreement may be dissolved by Lessee, his heirs, successorsor assigns, by an instrument
filed for record in Kenedy County, Texas, and a certifiedcopy thereof filed in the General Land Office at any time
after the cessation of production on said unit or the completion of a dry hole thereon prior to production or upon

such other date as may be approved by the School Land Board and mutually agreed to by the undersigned parties,

their successors or assigns.

RATIFICATION/WAIVER: 12.

Nothing in this Agreement, nor the approval of this Agreement by the School Land Board, nor the executionof this
Agreement by the Commissioner shall: (1) operate as a ratification or revivor of any State lease that has expired,

terminated, or has been released in whole or in part or terminated under the terms of such State lease or the laws

applicable thereto; (2) constitute a waiver or release of any claim for money, oil, gas or other hydrocarbons, or

other thing due to the State by reason of the existence or failure of such lease; (3) constitute a waiver or

release of any claim by the State that such lease is void or voidable for any reason, including, without

limitation, violations of the laws of the State with respect to such lease or failure of consideration, (4)

constitute a confirmation or recognition of any boundary or acreage of any tract or parcel of land in which the

State has or claims an interest; or (5) constitute a ratification of, or a waiver or release of any claim by the

State with respect to any violation of a statute, regulation, or any of the common laws of this State, or any

breach of any contract, duty, or other obligation owed to the State.

COUNTERPARTS: 13.

This Agreement may be executed in counterpartsand if so executed shall be valid, binding and have the same effect
as if all the parties hereto actually joined in and executed one and the same document. por recordingpurposesand
in the event counterparts of this Agreement are executed, the executed pages, together with the pages necessary

to show acknowledgments, may be combined with the other pages of this Agreement so as to form what shall be deemed

and treated as a single original instrument showing execution by all parties hereto.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement upon the respective dates indicated below.

Date Executed STATE OP TEXAS

Legal
Content
Geology
Executive

By:
Jerry E. Patterson, Commissioner
General Land Office
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Date Executed BNP PETROLEUM CORPORATION

ItS.

CERTIFICATE

I, Stephanie Crenshaw, Secretary of the School Land Board of the State of Texas, do hereby certify that at a

meeting of the School Land Board duly held on the 18th day of September, 2007, the foregoing instrument was

presented to and approved by said Board under the provisionsof SUbchapterE, Chapter 52, of the Natural Resources
Code, all of which is set forth in the Minutes of the Board of which I am custodian.

IN TESTIMONY WHEREOF, witness my hand this the day of , 2007.

Secretary of the School Land-Board

STATE OF TEXAS

COUNTY OF

This instrument was acknowledged before me on , 2007, by

as of BNP Petroleum Corporation a corporation on behalf of

said corporation.

Notary PUblic in and for the State-of Texas
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EXHIBIT "A"

ATTACHEDHERETOAND MADEA PARTOF TIIAT CERTAINBNP OIL & GAS
PROPERTIES,LTD.TERM POOLINGAGREEMENTOF LEMON UNIT, KENEDY

COUNTY,TEXAS

I. M-I02102 Oil and Gas Lease dated effectiveJuly 10,2001, by and between the GeneralLand Officeof the
Stateof Texas, as Lessor,and BNP Oil & Gas Properties,Ltd., as Lessee,recorded in Volume20, Page 723
of the Official Records of Kenedy County,Texas, coveringthe south one-half of the east 640 acres (S/2 of
El640 AC.) of Tract IOOO-S,Gulf of Mexico, as shown on the applicable Official Map of the Gulf of
Mexico now on file in the Texas General Land Office, Austin, Texas, comprising of 320 acres, more or
less, as describedin attachedExhibit "B."

2. M-I02103 Oil and Gas Lease dated effective July 10,2001, by and between the General Land Office of the
State of Texas, as Lessor, and BNP Oil & Gas Properties, Ltd., as Lessee, recorded in Volume 20, Page 130
of the Official Records of Kenedy County, Texas, covering all of Tract IOOO-S,save and except the east
640 acres thereof, Gulf of Mexico, as shown on the applicable Official Map of the Gulf of Mexico now on
file in the Texas General Land Office, Austin, Texas, comprising of 340 acres, more or less, as described in
attached Exhibit "B."

3. M-I02104 Oil and Gas Lease dated effectiveJuly 10,2001, by and between the General Land Office of the
State of Texas, as Lessor,and BNP Oil & GasProperties,Ltd., as Lessee,recorded in Volume20, Page 131
of the Official Recordsof Kenedy County,Texas, covering the north one-half (NI2) of State Tract 1001-S,
Gulf of Mexico, as shown on the applicableOfficial Map of the Gulf of Mexico now on file in the Texas
General Land Office,Austin,Texas, comprisingof320 acres, more or less, as describedin attachedExhibit
"B."

4. M-I02106 Oil and Gas Lease dated effectiveJuly 10,2001, by and between the General LandOffice ofthe
State of Texas, as Lessor, and BNP Oil & Gas Properties,Ltd., as Lessee, recorded in Volume 20, Page
151, amended by instrument dated January 3, 2002, recorded in Volume 22, Page 585, et seq., of the
Official Records of Kenedy County, Texas, coveringall of State Tract 1008-S,Gulf of Mexico, as shown
on the applicableOfficialMap of the Gulf of Mexiconow on file in the Texas GeneralLand Office,Austin,
Texas, comprisingof 465 acres, more or less, as describedin attachedExhibit "B."

C:IDocumcnls and seuinglljlee\J.ouI Seuings\TemporaJ)' (Dtemel FiID.\OLJa\Lcmon Ex Ado.
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EXHIBIT "B"

Lemon Unit

TRACTl:

The south one-half of the East 640 acres (S/2 of El640 AC.) of Tract 1000-S,Gulf of Mexico, Kenedy County,
Texas, containing approximately320 acres as shown on the Official Map of the Gulf of Mexico now on file in the
Texas General Land Office,Austin,Texas.

TRACT 2:

All of Tract 1000-8, Gulf of Mexico, Kenedy County, Texas, SAVE AND EXCEPT, the East 640 acres thereof, said
land covering 340 acres, more or less, as shown on the Official Map of the Gulf of Mexico now on tile in the Texas
General Land Office, Austin, Texas

TRACT 3:

The north one-half (N/2) of Tract 1007-S,Gulf of Mexico, Kenedy County, Texas, containing approximately 320
acres as shown on the Official Map of the Gulf of Mexico now on file in the Texas General Land Office, Austin,
Texas.

TRACT 4:

All of Tract 1008-S,Gulf of Mexico, Kenedy County,Texas, containing approximately465 acres as shown on the
OfficialMap of the Gulf of Mexiconow on file in the Texas GeneralLand Office,Austin, Texas.

C:\Documents and S'Cli"8iljlee\LocaJ Scttingl\Tcmporary Int<md FiI..\OI.K2ILemon E. B.doe


