JERRY PATTERSON, COMMISSIONER

Mr. Paul Black

BNP Petroleum Corporation
Williams Tower

2800 Post Oak Blvd,, Suite 5300
Houston, Texas 77056

Re: Term Pooling Agreements
Lemon Seed Unit (4,220 acres)
Lemon Unit (892.5 acres)
Kenedy County, Texas

Dear M. Black:

On September 18, 2007, the School Land Board approved your applications to form the captioned
temporary units subject to the conditions included in the enclosed Term Pooling Agreements,

Enclosed herewith are duplicate originals of the Agreements to be executed and acknowledged by a duly
authorized representative of BNP Petroleum Corporation and any other working interest owners. Additional
pages may be added for execution and acknowlcdgement by the other working interest owners, if any.

Please attach the following to each agreement: a list of all the oil and gas leases included in the unit as
Exhibit "A"; a legal description (metes and bounds or a list of the tracts in the unit, if they are readily
identifiable) of the unit as Exhibit "B"; an unreduced, "to scale”, legible, accurate plat as Exhibit "C".

After proper execution and acknowledgment, please return the duplicate originals of the Agreements for
execulion 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 will all expire on March 18, 2009, unless application is made
and approval is obtained to extend the term of the Agreements or to obtain permanent pooling.

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

bm-:ercl},

{ﬁ? ' 47(// [

J. [hrg Morgan, CPL
Energy Resources Dmslon ;
(512) 305-9106 i

Stephen F. Austin Building » 1700 North Congress Avenue « Austin, Texas 787011495 ‘
Posc Office Box 12673 + Austin, Texas 78711-2873 |
512-463-5001 » 800-998-4GLO ‘

www.glo.state.tx.us i




TERY POOLING AGREEMENT
BNP PETROLEUM CORPORATION
LEMON UNIT
KENEDY COUNTY, TEXAS

THIS AGREEMENT in entered into by arnd bertween the Cownlssioner of the General Land Office, on hehalf of the State
of Texas, as “"Lessor" and BNP Petroleum Corporacion, herein referred to as "Lessee", and such other interested
partiea as may join in the execution hereof, the undersignad parties herein e¢ollectively referred to as the
"parties®, {n consideration of the mutual agreements hereinafter set forth and other valuable considerations, the
receipt and mufficiency of which avec hereby acknowledged, and f[or the purposes and upon the terms and conditionsg
which follow:

1.

PURPOSE

This Pooling Agrecment ("Agreement") is made for the purposes of congerxvation and utilization of the pcoled
mineral, to prevent waste, to Facilitate orderly development and to preserve correlative rights. To such end, it
is the purpose of this Agreement to effect equitable participation within the uwnit formed hereby. This Agreement
is intended to be performed pursuant to and in compliance with a)) applicable statutes, decisions, regulalionas,
rules, orders and directives of any governmental agency having jurisdiction over the production and consexvation of
the pooled mineral and in ita interpretation and apolication shall, in all cthings, be subject thexeto.

UNIT DESCRIPTION: 2

The 01l 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 €or al) pertinent purposes. The pooled unit ahall consist of
all of the lands described in Exhibic "B" attacrhed hereto and made a part hareof. A plat of Lthe pooled unit is
attached hereto as Exhibit vC".

MINERAL POOLED: 1.

The mineral pocoled and unitized ("pocled mineral’) hereby shal! be oi) and gas including all hydrocarbons that may
be preduced from an oll well or a gas well as such wells are recognized and designated by the Railroad Commigsion
of Texas or other state regulatory agency havina jurisdiction of the drilling and production of il and gas wells
The pooled mineral shall extend te those depths underlying the surface boundaries of the pooled unit from the
aurface to 9,100 feet true vertical depth below the surface ("unitized intexval®).

EQQ%ING AND EFFECT: 4,
The parties hereto comuit all of thexr interests which are within the unit to the extent and as above described

into gaid unit and unitize and pool! hereunder the separate tracts described on the attached BExhipit “B*, for and
during the term hercof, 8o that such pooling or unitization shall have the following effect:

(2) The unit, to the extent as above described, shall be operated as an entirety for the
exploration, development and product:ion of thc poolcd minecral, vather than as separate
tracts,

(L) Ml drilling operations, reworking or other opsarations with respect to the pooled mineral

on land within the unit shall be considered aa though rhe same were on each separate
trxact in the unit, regardless of the actual lccation of the well or wells thareon, For
all purposes undey the terms of the respective leases ¢r othey contracte Chereon and this
Agreement. In the event the unitized area covered by this Agreement ia8 maintained in
force by drilling or reworking operations conducted on a directional well 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 €ox the purpose of directionally drilling under the unicized area and
production of oil or gas from the unitized area through any directignal well surfaced on
adjacent or adjecining land or drilling or reworxing of any euch directicnal well shall be
considered praduction or drilling or reworking operations, as the case may be, on the
unitized area for all purposes under this Agréeement. Nothing in this Agreement i
intended or shall be construed ae granting Lo Lessee any leasenhold interest, easements,
oy other rights in or with respect to any such adjacent or adjoining land in additicn to
any such leagehold interests, eascments, or other righte which the lesgee, operator or
other interest owner in the unitized arxea may have lawfully acguivred from the state or
others.

() Production ¢f the pooled wineral from the unit allocated to each geparate CLract
ragepectively, as hexeinafter provided, shall be decmed to have been produced from each
such geparate tract in the unit, regardless of the actual location of the well or wells
thereon, for all purposes under the terma of the respective leases or other contracts
thereon and this Agreement. Provided that, if any State Lease described Ln Exhibit “A“
attached haretoc containg provision 4(E) VARIABLE ROYALTY, and a unit well is not located
on asuch State Lease and a reduced royalty has not otherwige been earned, then a reduced
royalty may be earned by unit production, but it shall enly apply to the acreage included
within the unit and only fox sa long and insofar as the acreage remaing i{n a temporary
unit. At the expivation 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
unikt as approved by the School Land Board. The acreage included within the permanent unit
will retain the zeduced royalty. Acreage sutsjide of the unitized area mast earn a reduced
royalty independently.

(d) All rights to the preduction of the pooled mineral from the unit, including royalties and
other payments, shall be determined and governad by the lease or other contrxact
pertaining to each separate tract, reppectively, based upon the production so allocated
te such track only, in lieu of the acrtual precduction of the pooled mineral therefrow.
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Provided thak, payments that are made on a per acre basie shall be reduced according to
the number of acres pooled and included herein, so thab payments made on a per acre basis
shal)l be calculated based upon the number of acres actually included within the
boundaries of the pooled urnit covered by this Agreement.

(e) A Bhut-in ofl or gas well located upon any land or lease included within aaid unit shall
be considered as a shub-in oil or gas well located upon each land or lease included
within said uvnit; provided, nowever, that shurt-in oil or gas well royalty shall be paid
to the State on cach 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 lccated on sald lease, it
being agreed that shut-in royalties provided in each State leasz shall not be shared with
other royalcy owners.

183} Notwithstanding any other provlsion hercof, it is expressly agreed Lhat cach State lease
may be maintained in force as to areas lying outside the unitized area described in
Exhibit "B" only ad provided in each such lease without regard to unit operacions or unit
production. HMeither production of the poolad mineral, ror unit operations with respect
thereto, nor the payment of shur-in royalties from a vnit well, shall serve to hold any
State lease in force as to any area outside the unitized area described in Exhibit "BY
regardless of whethoer the production oy operations on the unit are actually located on
the State lease or not, *Area" as used in thie paragraph ehall be based upon surface
acres to the end that, except as may otherwise be provided in each State Lease¢, the area
inside the surface boundaries of the pooled unit, {f held, will be held as to all depths
and horizons.

(g) If the Railroad CommiBsgion of Texas (or any other Texas regulatory bedy having
jurisdiction) shall agopt special field rules providing for oil and/or gas proration
units of less than 892.5 acres, then Lessee agrees to aithar (1) drill to the density
permitted by the Railroad Commigsion, (2) make application Lo the School Land Board of
the Stake of Texas to reform the unit ro cowply with Railroad Commission unit rules, or
(3) make application to the 5chool Land Board of the State of Texaes for such remedy as
may be agreeable to the Board.

{h} Thig Agreement shall not relieve Lessee from the duty of protecting the State leases
described in Exhibit "A" and the State lands within the boundariea of the pooled unit
described in Exhibit "B" fyrom drainage from any wel) eituated on privately owned land,
lying outside the unjtized area described in Exhibit "B", but, subject to such
obligation, lLessee may producs the allowable for the entire vnit as fixed by the Rarlroad
Commigsion of Texkats or other lawful authority, from any one or more wellg completed
thereon.

1) There shall pbe no obligation to drill internal offsets to any other well on separate
tracte within the pooled unit, nor Lo develep the lands wichin the boundaries thercof
aéparately, as to the pooled mineral.

(1) Should rthis Agreement terminate for any cause, in whole or in part, the leases and other
contracte affecting the lands within the unit, if not then otherwise maintained in force
and effect, shall remain and may te maintained in force and effect under their respective
texrms and conditions in the same manner as though there had peen production or operations
undey said lease or contract and the same had ceased on the date of che termination of
this Agreesment.

ALLOCATION OP PRODUCTION: 5.

Por 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 sach tract committed te said unit that pro rata portion
of the pooled mineral produced frewm the pooled unit which the number of surface acraes covered by each such tract
and 1included in the unit bears to the total number of surface acres {ncluded in sald unit, and the share of
production to which each intLerest owner 18 entitled shall be computed on the basis of such owner's interest in the
production so allocated to ecach tract.

TAKING ROYALTY IN KIND: E.

Notwithstanding anycthing 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 ponling
oY unitization agyeement be made in kind, without deduction for the cost of producing, gathering, storing,
separating, treating, dehydrating, compresaing, processing, transporting and otherwise making the oil, gas and
othar products prcduced hereunder yeady for sale or use.

PULL MARKET VALUE: 7.

In the svent che State does not elect to take ite royalty in kind, the State shall receive full market value for
1ta royalty hereunder, such value to be determined as [oliowa:

tal As to rcyalty on oil by (1) the highesr posted price, plus premium, if any, offered or
paid for oil, condensate, distillate, or other liguid hydrocarbons, respectively, of a
like type and gravity for the field where produced and when yun, or (2) the highest
aarket price thereof offered or paid for the figld where produced and when run, or (J)
gross proceeds of the egale thereof, whichever is the greater;

(D) AB to royalty on gas, 3uch value to be based on (1) the highest markec price paid or
offered for gas of compaxable quality for the field where produced and when run, or (2)
the gross price paid or offexed to the producer, whichever is the greater.



(For the purposes of thia Agreement *ficid" means the general area in which the lands covered hereby are located.)
EFFECTIVE LATE. 8.

Upon execcution by the Commisgioner of the Genera) Land Office of tho State of Texan thls Agreement Ehall become
effective ac of September 18, 2007.

TERK: 9

Unless this agreement expires earlier pursuant to the terms of the respective leases included as a part of thig
hgreement, or on such other date approved by the School Land Board and mutually agreed to by the undersignad
parties, thelr guccessors or assigna, this Agreement shal)l explre on March L8, 200%. Nothing herein shall amend or
modify Seetian §2.031 of the Natural Resources Code, or any of the provisiona therecf, which are c¢ontaimned In any
State lease covered by this Agreement.

STATE _LAND: 10.

Insofax as the royalty intersst of the State of Texas in and undex any State tract committed to the unit le
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 o€ Subchapter E, Chaptar 52, of the Natural
Resources Code, authorfizing the same, after the prerequisices, findings and approval hereof, asg provided in said
Code having been duly considered, made and obtained.

DISSOLUTION: 11.

The unit covered by thig Agreement may be dissolved by Lessee, hins heilrs, succesgorg or assigns, by an instrument
filed for record in Kenedy County, Texas, and a certified copy thereof filed i{n the General Land Office at any time
after the cessation of production on sajd unit or the completlion of a dry hole thereon priocy te productior or upon
such other date as may be approved by the School land Board and mutually agreed to by the undersigned parties,
Cheir successora oY a@signs.

RATIFICATION/WATIVER 12.

Nothing in this Agresment, nor the approval of thias Agreement by the 5School Land Roard, nor the execution of this
Agreement by the Commissjoner 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 oxr failure of such lease; (3) constitute a waiver or
release of any claim by the State that such lease 1is void or voidable for any reason, including, without
limitation, vioclations of the lawa of the State with respect to such leage or failure of consideration; (4)
congstitute a confirmation or rsccgnition of any bourndary or acreage of any tract or parcel of land in which the
State has or claims an interest; or (S5) constitute a ratification of, or a waiver or release of any claim by the
State with respect to any viglation of & sgtabtute, regulation, or any of the comnon laws of this State, or any
breach of any contract, duty, or other obligalLion owed to the State.

COUNTERPARTS : 13

This Agreement may be executed in counterparts and Lf so executed ghall be valid, binding and have the game effect
as if all the parcies hereto actually joined in and exeented one and the game document. TFor recording purposes and
in the event counterparts of this Agreement ave executed, the executed pages, rogether with the pages pecessaxy
to show acknowledgments, may be ccmbined with the cther pages of chie Agreement 0 as Lo €orm what shall be deemed
and tyested 3ag a Bingle original jnstrument showing execution by all parties hereto.

IN WITNESS WIEREOF, Lhe parties hercio have executed thia Agreement upon the respective Gates 1ndicdted below.

Date Executed STATE OF TEXAS
Legal — By:
Contént Jerxy E£. Patterscn, Cownissioner
Geology = Genéral Land Office
Rxecutive
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Date Executed

BNP PBTROLEUM COREORATION

Its. —

CERTIFICATE

I, Stephanie Crenshaw, Secretary of the Schcol Land Board of the State of Texas, do hereby certify that at 2
meeting of the School Land HBoard duly held on thie 18th day of September, 2007, the foregoing instrument wag
presented to and approved by said Board under tne provisions of Subchapter E, Chapter 52, of the Natural Resources
Code, all of which is set forth in the Minutes of the Board of which T am custedian.

2007.

IN TESTIYONY WHERROP, witness my nand this the day ot e .

Secretary of the Scheol Land Board

8TATE OF TEXASB

COUNTY OF

. 3007, by )

This instrument wae acknowledged khafore wme on

corpozation on behalf of

an of BNP Petroleum Corporation a

sa1d corporation

Notary Public in and for Lhe State of Texas



EXHIBIT “A”

ATTACHED HERETO AND MADE A PART OF THAT CERTAIN BNP OIL & GAS
PROPERTIES, LTD. TERM POOLING AGREEMENT OF LEMON UNIT, KENEDY
COUNTY, TEXAS

i. M-~102102 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 723
of the Official Records of Kenedy County, Texas, covering the south one-half of the cast 640 acres (S/2 of
E/640 AC.) of Tract [000-S, Gulf of Mexico, as shown on the applicable Offictal Map of the Gulf of
Mexico now on file in the Texas General Land Oftice, Austin, Texas, comprising of 320 acres, more ot
less, as described in attached Exhibit “B.”

2. M-102103 Qil and Gas Lease dated effective July 10, 2001, by and between the General Land Office of the
State of Texas, as Lessor, and BNP Qil & Gas Properties, Ltd., as Lessee, recorded in Volume 20, Page 730
of the Official Records of Kenedy County, Texas, covering all of Tract 1000-S, save and except the east
640 acres thereof, Gulf of Mexico, as shown on the applicable Officlal Map of the Gulf of Mexico now on
file in the Texas General Land Office, Austin, Texas, comprising of 340 acres, more or 1ess, as described in
attached Exhibit “B.”

3. M-102104 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, Lid,, as Lessee, recorded in Volume 20, Page 737
of the Official Records of Kenedy County, Texas, covering the north one-half (N/2) of State Tract 1007-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 described in attached Exhibit
(‘B'!)

4. M-102106 Oil and Gas Lease dated effective July 10, 2001, by and between the General Land Office of the
State of Texus, as Lessor, and BNP Oil & Gas Properties, Ltd., as Lessee, recorded in Volume 20, Page
751, amended by instrument dated January 3, 2002, recorded in Volume 22, Page 585, et seq., of the
Official Records of Kenedy County, Texas, covering all of State Tract 1008-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 465 acres, more or less, as described in attached Exhibit “B."”
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EXHIBIT “B”

Lemon Unit
TRACT 1:
The south one-half of the Bast 640 acres (S/2 of E/640 AC.) of Tract 1000-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 2:
All of Tract 1000-S, Gulf of Mexico, Kenedy County, Texas, SAVE AND EXCEPT, the East 640 acres thereof, said
Jand covering 340 acres, more or less, as shown on the Official Map of the Gulf of Mexico now on file in the Texas
General Land Office, Austin, Texas
TRACT 3:
The north one-half (N/2) of Tract 1007-S, Guilf 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 approximalely 465 acres as shown on the
OfYicial Map of the Gulf of Mexico now on file in the Texas General Land Office, Austin, Texas.
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