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LEASE FOR OIL, GAS AND OTHER LIQUID
OR GASEOUS MINERALS

STATE OF LOUISIANA
PARISH OF EAST BATON ROUGE

State Lease No. 17315
Louisiana State Lease Form Revised 2000 with Approved
Rider Attached

WHEREAS, under the provisions ofSub-Part A ofChapter 2, Title 30 ofthe Louisiana Revised Statutes of1950, as amended, and
other applicable laws, the State Mineral Board of the State of Louisiana advertised for bids for a lease covering oil, gas and other liquid
or gaseous minerals in solution and produced with oil or gas on the property described below; and

WHEREAS, in response to required advertisements, bids were received and duly opened in the City of Baton Rouge, Parish of
Baton Rouge , State ofLouisiana on the 12m day ofDECEMBER, 2001 ,at a meeting ofthe State Mineral Board ofthe State ofLouisiana;
and

WHEREAS, by resolution duly adopted, the State Mineral Board accepted the bid of BETA OIL & GAS, INC. whose mailing
address is 6120 SOUTH YALE, SUITE 813, TULSA, OK 74136-0000 (hereinafter referred to as "Lessee") as being the most
advantageous to the State of Louisiana:

NOW THEREFORE, be it known and remembered that the State Mineral Board of the State of Louisiana, acting under said
authority for and in behalf of the State of Louisiana, as Lessor, does hereby lease, let, and grant exclusively unto the said Lessee, and
Lessee's successors and assigns , the property described below for the purpose of exploring by any method , including but not limited to
geophysical and geological exploration for formations or structures and prospecting and drilling for and producing oil, gas, and any other
liquid or gaseous minerals in solution and produced with oil or gas, hereinafter sometimes referred to for convenience as oil, gas or other
liquid or gaseous mineral. In connection therewith Lessee shall have the right to use so much of the property as may be reasonably
necessary for such operations, including but not limited to storing minerals and fluids in facilities or by means other than subsurface
storage; laying pipelines; dredging canals; and building roads, bridges, docks, tanks, power stations, telephone and electric transmission
lines, and other structures and facilities. The leased property, situated in the Parish of LAFAYETTE, State ofLouisiana, is more fully
described as follows:

PORTION OF TRACT 34015 - Lafayette Parish, Louisiana
All of the lands now or formerly constituting the beds and bottoms of all water bodies ofevery nature and description and all islands and
other lands formed by accretion or reliction, except tax lands, owned by and not under mineral lease from the State of Louisiana on
December 12, 200 I, situated in Lafayette Parish, Louisiana, within the following described boundaries: Beginning at a point having
Coordinates ofX = 1,776,320 .00 and Y = 550,920.00; thence East 2,880.00 feet to a point having Coordinates ofX = 1,779,200 .00 and Y =
550,920.00; thence South 4,880 .00 feet to a point having Coordinates ofX = 1,779,200.00 and Y = 546,040.00; thence West 2,880.00 feet to
a point having Coordinates of X = 1,776,320 .00 and Y = 546,040.00; thence North 4,880.00 feet to the point of beginning, containing
approximately 11 acres, as shown outlined on a plat on file in the Office of Mineral Resources, Department of Natural Resources. All
bearings, distances and coordinates are based on Louisiana Coordinate System of 1927 (South Zone).

This lease excludes free sulphur, potash, lignite, salt and other solid minerals . Lessee shall not have any rights to explore, drill
for, mine, produce or take any action whatsoever in regard to any such solid mineral deposits.

Notwithstanding any language herein to the contrary, the rights granted herein exclusively to the mineral Lessee shall be subject
to the surface usage for seismic and geophysical exploration by any seismic permittee of the state whose valid permit predates the effective
date of this mineral lease and includes all or a portion of the surface area encompassed within the geographical boundary of the leased
premises herein . The said seismic permittee shall owe the mineral Lessee no duty to share seismic or geophysical information acquired
under the predating permit nor to reimburse the mineral Lessee for surface usage, but said seismic permittee shall not unreasonably interfere
with the mineral Lessee's exercise ofits rights acquired hereunder and shall owe the mineral Lessee reasonable reimbursement for any actual
damages caused by the seismic or geophysical operations carried out under the predating permit.

Further notwithstanding any language herein to the contrary, the rights granted herein exclusively to the mineral Lessee shall be
subject to the surface usage for coastal restorat ion, reclamation and conservat ion projects promulgated, funded and effected through the
Department ofNatural Resources and its divisions , whether solely or in conjunction with other state, local or federal governmental agencies
or with private individuals or entities. The mineral Lessee, in the exercise of its exclusive rights granted hereunder, shall utilize the best
technology available, including directional drilling so as to minimize interference with the ongoing surface usage entailed in the
development, construction and maintenance of the said coastal restoration , reclamation and conservation projects which will now or may
utilize all or a portion ofthe premises leased for mineral exploration and development herein. Rights to geothermal resources are specifically
excluded from this lease.

1. Lessee has this day paid to Lessor a cash payment of Eleven Thousand and No/100ths ($11,000.00) Dollars one-half(l/2)
of which is bonus as full and adequate consideration for every right granted hereunder and not allocated as mere rental for a period, and
one-half(1/2) ofwhich is rental for the first year of this lease.

2. Subject to the other provisions hereof this lease shall be for a term of Three (3) years from the date hereof (hereinafter
called "primary term") and as long thereafter as oil, gas or other liquid or gaseous mineral is produced hereunder in paying quantities or
any operation is conducted, payment is made, or condition exists, which continues this lease in force, according to its terms.

3. Ifactual drilling operations are not commenced hereunder on the leased premises in good faith on or before one year from the
date hereof, this lease shall then terminate unless Lessee on or before the expiration ofthat period shall payor tender to the Lessor the sum
of Six Thousand, Five Hundred and Noll OOths ($6,500.00) Dollars (hereinafter called "rental") which shall not be less than one-half
of the above cash payment and which shall extend for twelve (I2) months the time within which drilling operations may be commenced.
Thereafter, annually, in like manner and upon like payments or tenders, all of Lessee's rights hereunder may be maintained without actual
drilling operations for successive periods of twelve (12) months each during the primary term. Payment or tender of rental may be made
by check or draft of Lessee made payable to the order of Office of Mineral Resources and delivered or mailed by registered mail to said
office on or before the rental paying date.
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4.(a) If on any rental paying date actual drilling operations are being conducted on or production in paying quantities is being
obtained from the leased premises, no rental shaII be due for the annual rental period then commencing; if actual drilling operations be
abandoned at any time within a period of ninety (90) days prior to any rental paying date or if product ion ceases within such ninety (90)
days, Lessee shaII have a period of ninety (90) days after the date of such abandonment of operations or cessation of production within
which to commence or resume production, commence actual drilling operations on the leased premises, or make the rental payment, and
the commencement or resumption ofproduction, commencement ofsuch operations, or payment ofrental within the ninety (90) day period
shaII have the same effect as though resumed, commenced, or paid on or before the rental paying date.

(b) If at the expiration of the primary term oil, gas or other liquid or gaseous mineral is not being produced hereunder but on or
before that date (or on or before the end of ninety (90) days folIowing cessation of production or abandonment of a welI, if a weII be
abandoned or production should cease within ninety (90) days prior to the expiration ofthe primary term) Lessee commences actual drill ing
or reworking operations on the leased premises in an effort to make the premises produce any such minerals (or production is commenced
or resumed during such ninety (90) day period), then this lease shaII continue in force so long as such operations are being conducted in
good faith without lapse of more than ninety (90) days between cessation of operations and their recommencement whether on the same
weII or welIs or on a different well or welIs successively or so long as the production so commenced or resumed is obtained in paying
quantities. If at any time or times after the expiration of the primary term production hereunder should for any reason cease or terminate,
Lessee shall have the right at any time within ninety (90) days from cessation of production to resume production or actual drilling or
reworking operations in an effort to make the leased premises again produce any of such minerals, in which event this lease shall remain
in force so long as such operations are continued as above provided. If as a result of any such operations, oil, gas, or other liquid or
gaseous minerals be found and produced or the production of any of them be restored, this lease shaII continue in force so long as any
of them is produced hereunder in paying quantities or this lease is otherwise being maintained as herein provided .

(c) This lease may be maintained in force by directional drilling operations (deviation from vertical), in which event actual drill ing
operations shaII be considered to have commenced on the leased premises when the drill stem penetrates beneath the surface of the leased
premises.

(d) Wherever used in this lease, "actual drilling operations" means actual drilling (commenced by spudding in) ofa new well, or
the good faith deepening, sidetracking, or the plugging back or attempted recompletion in a separate interval of an existing weII (alI such
operations being commenced by actual downhole operations); and "reworking operations" means reconditioning, cleaning out, or
otherwise attempting in good faith to establish, increase, or restore production in an existing well by downhole operations . "Installation
ofequipment" to complete a well as a producer, as that phrase is used herein, shall not include the instalIation of flow lines or other surface
facilities of any kind whatsoever needed to produce the welI, but refers to that equipment necessary to maintain downhole completion
activity. Once commenced, any such operations shaII be deemed to continue so long as they are conducted in good faith without lapse
of more than ninety (90) days. Actual drilling operations shall be deemed to terminate on the last day actual operations of any kind, such
as drilling, testing, or installation of equipment are conducted in good faith for the purpose of attempting to discover minerals or to
complete a weII as a producer. Reworking operations shaII be deemed to terminate on the last day such operations are conducted in good
faith for the purpose ofestablishing, increasing, or restoring production . "Paying Quantities" as used in this lease means paying quantities
as defined by Article 124 of the Louisiana Mineral Code, provided that in addition thereto , and notwithstanding the provisions of Article
125 of said Code, the royalties payable on such production must also be sufficient to constitute a serious or adequate consideration to
Lessor to maintain this lease in effect.

5. The obligations set forth in this Article are applicable only to welIs drilled on property which is not part of a pooled unit
containing all or any portion of the leased property . Such property is hereinafter described in this Article as "adjoining property."

(a) If at any time during or after the primary term there is completed on adjoining property a well located within six hundred and
sixty (660) feet of the leased premises (or within any spacing or pooling unit distance greater than 660 feet established by the Commissioner
of Conservation) and such weII produces oil, gas, or other liquid or gaseous mineral in paying quantities for twenty (20) days (which need
not be consecutive) during any period of thirty (30) days, or produces its monthly alIowable during such thirty (30) day period, rebuttable
presumptions will arise: (1) that the leased premises are thereby being drained; (2) that the leased premises are not being reasonably
protected from drainage by any weII or wells on the leased premises or land pooled therewith ; and (3) that an offsetting weII on the leased
premises would be economically feasible . IfLessee is the operator of or has a working interest in the adjoining property, Lessee will begin
actual drilling operations for a well on the leased premises within ninety (90) days after the end of the above thirty (30) day period. In all
other cases Lessee shall be required to begin such operations only within ninety (90) days after receipt of written notice from the Board
of the expiration of the above thirty (30) day period. No offset weII shaII be necessary if, on or before the maturity date of the offset
obligation or any deferred maturity date as hereinafter provided, any ofthe stated presumptions is rebutted or a unit for the well in question
embracing alI of part of the leased premises is formed by agreement with the Board or by order of the Commissioner ofConservation.

In lieu ofcommencing operations for an offset well as above provided , Lessee may, at Lessee's option , commence compensatory
payments equal to the royalties herein provided, computed on one-half (l/2) of the oil, gas, or other liquid or gaseous mineral produced
by the well in question on and after the date operations would have otherwise been commenced , value to be determined in accordance with
the provisions of Article 6 of this lease. Such payments may be commenced on or before sixty (60) days after the date operations would
otherwise have been commenced, but shaII include any accrued compensatory payments. Thereafter, payments shaII be due monthly in
accordance with Article 6(g). Lessee shall not be in default in either commencing compensatory payments or in making further payments
as above provided if despite due diligence Lessee is unable timely to obtain the production information on which such payments are to
be based. In any such case, however, Lessee must on or before the due date of the payments, notify the Board in writing of Lessee's
inability to make such payment , the reasons therefor, and Lessee 's intent to make such payment at the earliest reasonable time.
Compensatory payments may be continued, at Lessee's discretion, for not more than one year from the date on which offset operations
would otherwise have been commenced. At the end of that time, or within thirty (30) days from the end of any lesser period for which
payments are made, Lessee shall comply with this offset obligation if the producing well continues to produce in paying quantities or to
produce its allowable and the other conditions making this obligation operative are existent . The right to make compensatory payments
is intended to permit Lessee to evaluate further the producing well, and the making of such payments shall not of itself be sufficient to
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maintain this lease if the lease is not otherwise being maintained in force and effect; however, the making ofany such payments shall not
prejudice Lessee's right to rebut any of the above enumerated presumptions.

(b) In addition to the specific offset drilling obligation above provided, Lessee agrees to drill any and all wells necessary to protect
the leased premises from drainage of oil, gas, or other liquid or gaseous mineral by a well or wells on adjoining property or to take any other
steps reasonably necessary to protect the leased premises against such drainage, including, but not limited to, obtaining the formation
ofappropriate drilling or production units. IfLessee is the operator of or has a working interest in any well on adjoining property . Lessee
shall be obligated to begin actual drilling operations for a well on the leased premises or to take such other steps as may be reasonable
necessary to protect the leased premises within ninety (90) days from the time lessee knows or reasonably should know that drainage is
occurr ing. In all other cases Lessee shall be obligated to begin such operations or take such other steps only within ninety (90) days after
receipt of written notice from the Board.

(c) In those instances in which notice is expressly required under paragraph (a) or (b), above, damages, if due, shall be computed
only from the date on which notice is received or, if Lessee commences compensatory payments, the date on which such payments are
discontinued. In those instances in which there is no requirement of notice under (a) or (b), above, damages, if due, shall be computed
from the time Lessee knew or reasonably should have known drainage was occurring . Written notice containing a demand for performance
shall be necessary as a prerequisite to any action for cancellation of the lease by Lessor for nonperformance of any obligations of Lessee
to protect the leased premises against drainage.

6. Unless Lessor elect to take in kind all or any part of the portion due lessor as royalty on minerals produced and saved
hereunder, which option is hereby expressly reserved by Lessor pursuant to L.R.S. 30:127 C and which is to be exercised by written notice
by Lessor to Lessee at any time and from time to time while this lease is in effect and either prior or subsequent to acceptance by Lessor
of royalties other than in kind, it being understood that nothing contained in this lease or in the rider attached hereto shall ever be
interpreted as limiting or waiving said option, Lessee shall pay to Lessor as royalty:

(a) Twenty-Six Percent (26.0%) of the value, as hereinafter provided, of all oil, including condensate or other liquid
mineral, produced and saved or utilized by methods considered ordinary production methods at the time ofproduction. The value of such
oil shall not be less than the average price for oil of like grade and quality posted for the field in which this lease is situated. If there is no
price posted for the field in which this lease is situated, the value of such oil shall be not less than the average of prices posted for oil of
like grade and quality for the three fields nearest to the field in which this lease is situated for which such prices are posted . If Lessee enters
into an oil sales contract which, at the time ofexecution, provides for a price equal to or in excess ofthe appropriate average price referred
to in the two preceding sentences, the price payable under the terms of the contract at the time such oil is run shall be the value of such
oil, even though the appropriate average changes during the life of the contract ; however, any such contract must have been prudently
negotiated under the circumstances existing at the time ofexecution. IfLessee is unable, after diligent effort, to sell such oil for a price equal
to or in excess of the appropriate average price and Lessee consequently negotiates a contract to sell such oil to an independent party at
a lesser price, the value of such oil for the duration ofany such contract (but not in excess ofone year) shall be the price received by Lessee
under such contract.

Lessee shall not make any deduction whatsoever for the cost of any operation , process, facility, or other item considered to be
a production function or facility at the time such oil is run. Without limiting the foregoing sentence and without regard to classificat ion
as production costs, or otherwise, the following costs are not to be deducted from the value of production: (1) costs incurred for gathering
or transporting production in the field; (2) costs incurred for handling, treating, separating, or in any way processing production to make
it marketable by methods considered ordinary at the time such oil is run; and (3) the cost of storage on the lease or in the field. The
performance of any producing function or any function mentioned in clauses (2) and (3) of the foregoing sentence at a commingled facility
in or outside the field in which this lease is situated shall not make the cost of any such function deductible.

If Lessee delivers such oil at a point outside the field in which this lease is situated, Lessee may deduct from the value of such
oil the actual costs oftransportation from the field to the point of delivery by means offacilities belonging to an independent party. Ifsuch
transportation is by means of facilities owned by one other than an independent party, Lessee may deduct the actual cost of such
transportation, but only if such cost is no greater than the fair value of the services performed; if actual cost is greater than fair value, the
fair value shall determine the amount deductible; however, if the facilities used are regulated as a common carrier by a state or federal
regulatory agency, the author ized tariff chargeable for the services rendered and paid by Lessee shall be deemed the fair value of such
services. If such transportation is by means of any facilities owned by Lessee, Lessee may deduct from the value of production a
reasonable sum for such services, computed as follows: the amount deductible shall include only (I) the direct cost of operation and
maintenance, including cost oflabor, direct supervision, fuel, supplies , ordinary repairs, and ad valorem taxes; and (2) depreciation of the
facility computed over the estimated life of the field.

If Lessee receives any compensation for any function or process for which Lessee is responsible to Lessor without right to deduct
costs, including, but not limited to, (1) handling , gathering, or transporting such oil, or (2) treating or processing such oil by ordinary
methods to make it marketable, the amount of such compensation shall be added to the value of such oil when computing royalties. If
Lessee is deducting costs for any functions for which he is also receiving compensation, deductions may be made only to the extent they
are in excess of any such compensation.

(b) Twenty-Six Percent (26 .0%) of the value as hereinafter provided, of all gas, including casinghead gas, produced
and saved or utilized by methods considered as ordinary production methods at the time of production. When such gas is sold by Lessee
to an independent party under an arms ' length contract prudently negotiated under the facts and circumstances existing at the time of its
execution, the value of such gas and of gas utilized by Lessee shall be the price received by Lessee for such gas under the contract. If the
purchaser is not an independent party but the contract would have been considered prudently negotiated under the facts and
circumstances existing at the time of its execution ifmade with an independent party, then the value of the gas shall be the price received
by Lessee under the contract; if the contract would not have been considered prudently negotiated if made with an independent party,
the value of such gas shall be its fair value at the time of production but not less than the average of the prices paid for gas of like kind
and quality from the field from which such gas is being produced, or ifno gas is being sold from that field, the average of prices paid for
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gas oflike kind and quality in the three nearest fields in which gas oflike kind and quality is being sold, all comparisons to be with contracts
made in the same market (either interstate or intrastate) and for the sale of similar quantities ofgas. In all other cases the value of such gas
shall be the average stated in the last clause ofthe preceding sentence.

Except as expressly permitted herein, Lessee shall not make any deduction whatsoever for the cost of any operation, process,
facility, or other item considered to be a producing function at the time such gas is produced. Without limiting the foregoing sentence and
without regard to classification as production costs or otherwise, the following costs are not to be deducted from the value of production:
(I) costs incurred for gathering or transporting production in the field; or (2) costs incurred for dehydrating, decontaminating, or in any
way processing production to make it marketable by methods considered ordinary at the time such gas is produced. The performance of
any producing function or any function mentioned in clause (2) of the foregoing sentence at a commingled facility in or outside the field
in which this lease is situated shall not make the cost ofany such function deductible. Without regard to classification as production costs
or otherwise, Lessee may deduct costs incurred for compression ofgas at a point in or adjacent to the field for insertion into a purchaser 's
line or into a line owned by Lessee or a carrier for transportation to a point ofdelivery outside the field.

If Lessee delivers such gas at a point outside the field in which this lease is situated, Lessee may deduct from the value of such
gas a reasonable sum for transportation from the field to the point of delivery by means of facilities belonging to an independent party,
not in excess of actual cost. If such transportation is by means of facilities owned by one other than an independent party, Lessee may
deduct the actual cost of such transportation, but only if such cost is no greater than the fair value of the services performed; if actual cost
is greater than fair value, the fair value shall determine the amount to be deducted. If such transportation is by means of any facilities
owned by lessee, lessee may deduct from the value of production a reasonable sum for such services, computed as follows: the amount
deductible shall include only (1) the direct cost of operation and maintenance, including cost of labor, direct supervision, fuel, supplies,
ordinary repairs, and ad valorem taxes; and (2) depreciation ofthe facility computed over the estimated life of the field.

If Lessee receives any compensation for any function or process for which Lessee is responsible to Lessor without right to deduct
costs, including but not limited to, (1) gathering or transporting such gas or (2) dehydrating, decontaminating, or in any way processing
production to make it marketable, the amount of such compensation shall be added to the value of such gas when computing royalties .
If Lessee is deducting costs for any functions for which he is also receiving compensation , deductions may be made only to the extent
they are in excess ofany such compensation.

(c) In addition to the separation of condensate or other liquid mineral from gas by ordinary production methods (as to which
Lessor shall receive royalties above provided and for which separation no charge may be made by Lessee), gas produced hereunder,
including casinghead gas, may be processed in a gasoline or other extraction plant in or serving the field, and products may be recovered
therefrom either directly by Lessee or under contracts executed by Lessee. If Lessee enters into a contract for the processing of gas with
an independent party or parties under which such party or parties retain in kind a portion of the products recovered from or attributed to
such gas as consideration for processing, Lessee shall pay the royalty provided for gas in paragraph 6(b) based on the value, as hereinafter
determined, of Lessee's share of such products under such contract. In all other cases Lessee shall pay the royalty provided for gas in
paragraph 6(b) based on the value, as hereinafter determined, of the total products recovered, after deducting therefrom the costs of
processing as specified below.

The value of such products (or Lessee's share thereot) in the cases above provided shall be the price or prices received by Lessee
if sold under a contract or contracts prudently negotiated under the facts and circumstances existing at the time of execution with an
independent party or parties. If such products are not sold to an independent party but are sold under a contract which would have been
considered prudently negotiated if executed with an independent party, the value of such products (or Lessee's share thereot) shall be
the price or prices received by Lessee. If such products are not sold to an independent party under a prudently negotiated contract or are
sold to one other than an independent party under a contract which would not have been considered prudently negotiated if executed with
an independent party, the value of the products shall be their fair market value at the plant at the time sold. The value ofany such products
(or Lessee's share thereot) not sold under any contracts shall be the fair market value at the plant for such products, or if no products are
being sold at the plant, the average of the market values for like products of the same grade and quality at the three nearest plants at which
such products are being sold.

When the cost of processing is not met by retention by the processor of a share of the products or in any other case in which
Lessee is to deduct from the value of such products the cost of processing, the charges shall be determined as follows. If the gas is
processed by an independent party or parties under a contract prudently negotiated under the facts and circumstances existing at the time
of execution, the charges deducted shall be those provided in such contract. In all other cases, including processing by those other than
an independent party or parties and those in which Lessee itself or in conjunction with others owns the plant, the charges should be
determined by contract between Lessee and Lessor. In the absence of such a contract the charges to be deducted shall include only the
proportionate part of (I) the direct cost of operating and maintaining the plant, computed annually, including cost of labor and on-site
supervision, materials, supplies , and ordinary repairs; (2) plant fuel and shrinkage; (3) depreciation of the plant computed over the life or
lives ofthe field or fields served by the plant, or by such other method as is agreed upon by Lessor and Lessee; and (4) ad valorem taxes.

In all of the cases provided for in this paragraph, Lessor shall be entitled to the royalty for gas provided in paragraph (b) of this
Article based on the value ofLessee's share ofthe residue gas sold or otherwise disposed ofafter processing.

(d) If at any time or times (during or after the primary term) there is on the leased premises a well or wells capable of producing
gas in paying quantities, which fact has been duly verified and confirmed in accordance with Lessor 's requirements for proof thereof, but
gas is not being used or marketed therefrom because of the lack ofa reasonable market or marketing facilities or governmental restrictions
and if this lease is not then being otherwise maintained by separate operations or production, this lease shall, nevertheless, remain in full
force and effect for a period of ninety (90) days after cessation of such production or such operations or the shutting in of such well. If,
on or before the expiration of the ninety (90) day period, production or operations shall not have been commenced or resumed, Lessee,
in order to maintain the lease in force thereafter, shall commence semi-annual payments to the Lessor at the rate and in the manner provided
hereinbelow and thereby maintain the lease in full force and effect during the periods covered by such payments; however, if the ninety
(90) day period should expire during the first year of the primary term or during any year for which a rental has previously been paid, the
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initial payment hereunder shall not be required until the next anniversary date of the lease. The first payment , if made, shall be tendered
on or before the expiration of the ninety (90) day period or the appropriate anniversary date, as the case may be, and shall maintain this
lease for six (6) months, commenc ing from the expiration of the ninety (90) day period or the anniversary date. Subsequent payments shall
be made at six (6) month intervals thereafter (herein referred to as "shut-in payment dates"). Unless additional payment periods are earned
as hereinafter provided, Lessee's right to make such payments shall continue for six (6) semi-annual periods (the total of which is herein
called "initial payment period"). Each semi-annual payment shall be at the rate of twenty-five dollars ($25.00) per acre for the number of
acres then covered by this lease, but no payment shall be less than five hundred dollars ($500.00). Each payment shall maintain this lease
in full force and effect for a period ofsix (6) months, and during each period for which a payment has been made, it shall be considered that
gas is being produced hereunder for all purposes hereof, but especially under the provisions of Articles 2, 4, 7, and 9; however, if the
provisions of this paragraph 6(d) are in conflict with those ofany other articles hereof, the provisions ofthis paragraph shall be controlling.

If on any shut-in payment date, actual drilling operations are being conducted on or actual production of oil, gas or other liquid
or gaseous mineral in paying quantities is being obtained from the leased premises, no shut-in payment shall be due until the next shut-in
payment date; however, the running of the initial payment period shall not be suspended or interrupted, and the same shall be true of any
extension of that period by additional shut-in periods earned as hereinafter provided .

The initial payment period may be extended in the following manner. Lessee may earn two (2) additional six (6) month shut-in
payment periods beyond the initial payment period for each additional well drilled or completed after completion of the shut-in well on
which the initial shut-in payment was made (whether such additional wells are dry holes, producers, or shut-in wells). To qualify as a well
"completed" after the first shut-in well, the completion must be in another hole, and no more than one completion will be counted for each
additional hole regardless of the number of sands in any such hole. The aggregate additional periods (hereinafter referred to as "additional
periods") so earned shall not exceed a total ofsix (6). The first of any additional periods shall commence from the date on which the initial
payment period would have expired and the initial payment period, thus extended, shall continue to run from that date, regardless whether
Lessee is actually required to make any additional payments. The Board and Lessee may by mutual agreement provide for further six (6)
month periods (hereinafter called "further periods") beyond the initial payment period and any extension thereof.

Ifthe end ofthe initial payment period falls within the primary term ofthis lease and at a time when there is a remaining rental date
which would permit Lessee to maintain this lease by payment of rentals, Lessee may commence or resume the payment of rentals on the
next anniversary date of this lease or may maintain this lease by any other means permitted under paragraphs 4(a) and 4(c). If the end of
the initial payment period or any extension thereof falls within the last year of the primary term, it shall be considered that production has
ceased under the terms of paragraph 4(a), and no rental shall be due for the remainder of the primary term. If the end of the initial payment
period, any extension thereof, or any further period falls on or after the expiration date of the primary term and there are no operations or
actual production sufficient to maintain this lease under the provisions of paragraphs 4(b) and 4(c), this lease shall terminate.

The provisions of this paragraph shall be applicable to any well with a gas/oil ratio such that the Commissioner ofConservation
will not permit its operation without use or sale of the gas.

Tender or acceptance of a shut-in payment or payments shall not free Lessee of any obligation to develop this lease as a prudent
operator or to exercise diligent efforts to obtain a market for the gas so discovered .

(e) Twenty-Six Percent (26.0%) ofany and all other liquid or gaseous minerals in solution and produced with oil or
gas and saved or utilized, which are not specifically mentioned herein, said royalties to be delivered or paid when marketed or utilized as
is the accepted practice in such matters.

(f) In all cases, Lessor's royalty shall be calculated and paid after deduction of all severance or production taxes.

(g) The first payment ofroyalty shall be made within one hundred twenty (120) days following commencement ofproduction from,
or allocation ofproduction to the leased premises, except that in the case ofany production from or allocable to the leased premises, which
has occurred prior to the date of but which is deemed to be covered by this lease, Lessee hereby agrees to pay Lessor's royalty on all such
prior production within one hundred twenty (120) days from the date ofthis lease. Thereafter, royalty on oil, including condensate or other
liquid mineral, produced and saved at the well by ordinary production methods shall be paid by the 25th of each month for production of
the previous month; and royalty on gas, including liquids or other products extracted or processed from gas other than by ordinary
production methods , or other liquid or gaseous mineral not specifically mentioned shall be paid on or before the 25th day of the second
month following that in which produced or extracted or processed . In the event any royalty payment is not correctly or timely made, the
remedies provided by L.A.R.S. 31: 137 through 142 relative to notice, damages, interest, attorney fees, and dissolution shall be applicable ,
except that interest shall be payable thereon until paid without any requirement for prior written notice by Lessor to Lessee .

(h) For all purposes of this Article 6 "ind ependent party" means a company, firm, or other business unit which is not: (1) a direct
part of Lessee's corporate or other business structure; (2) a wholly owned or actually controlled subsidiary corporation or other business
unit of Lessee; (3) a parent corporation of Lessee; or (4) a wholly owned or actually controlled subsidiary of Lessee's parent corporation.

7. (a) Lessee may surrender all or any portion or portions of the leased premises at any time this lease is in effect and thereby be
relieved ofall obligations thereafter accruing under this lease as to the portions surrendered; however, no partial release or surrender shall
reduce or otherwise affect the amount ofrentals provided for in Article 3 ofthis lease. Nor shall any release ofthe lease, in whole or in part,
relieve original Lessee or any of its successors or assigns of any obligations to plug and abandon wells, clean up the well or production
site, or any other obligations arising under Commissioner of Conservation rulings or regulations pertaining to the status of well sites.

(b) In the event of initial cancellation or forfeiture of this lease Lessee may retain forty (40) acres around each well capable of or
producing oil and one hundred sixty (160) acres around each well producing gas and around each shut-in well capable of producing gas
in paying quantities (including wells drilled under this lease by directional drilling). If any well is then being worked on or being drilled,
Lessee shall have the right to complete such operations, and in the event any such operations result in completion of a well capable of
producing oil or gas in paying quantities, Lessee may retain acreage around each such well as above provided. Retained acreage around
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any well shall form as near a square tract as is practical. If any acreage covered by this lease shall have been included in a unit established
by the Commissioner of Conservation , or by conventional agreement, or if any such acreage shall have been assigned to a producing or
shut-in well under statewide allowable orders of the Commissioner and such acreage is actually being drained by the well or would be
drained by it if the well were produced, Lessee may retain all the acreage included in such unit or units or so assigned for allowable
purposes. Thereafter, each area so retained by Lessee shall be subject to the terms ofthis lease as regards future maintenance thereof.

(c) Within ninety (90) days after expiration or termination by its own terms of this lease or any portion thereof, either during or
after the primary term hereof, Lessee shall execute and record an appropriate release evidencing such expiration or termination, and shall
also supply Lessor with a copy or copies thereofproperly certified by the recorder or recorders ofthe parish or parishes in which the leased
premises are located. In the event Lessee fails to timely comply therewith, Lessee shall be liable for reasonable attorney fees and court
costs incurred in bringing suit for such cancellation, and for all damages resulting therefrom. It is agreed, however, that damages to be
paid by Lessee to Lessor shall be One Hundred Dollars ($100.00) per day for each day of non-compliance after expiration of said ninety
(90) day period, regardless of whether suit is filed for cancellation, and for such additional compensatory damages as Lessor may prove.
Lessee, its successors or assigns, hereby waives any further notice of default or otherwise and confesses judgment as regards the
liquidated damages accruing as herein set forth.

8. It is further agreed and understood that the rights of Lessee may be assigned or transferred in whole or in part, but no transfer
or assignment whether in whole or in part, in relation to this lease shall be valid unless such transfer or assignment be approved by the
Lessor.

9. Lessee may, with the consent and approval ofLessor pool or combine the acreage covered by this lease (or any portion thereof)
with any other property, lease, or leases (or portions thereof). Operations on or production of minerals from, or the existence ofa shut-in
gas well on, any portion of a unit, including units created by the Commissioner of Conservation or by conventional agreement, in which
all or any part ofthe leased premises is embraced shall have the same effect under the terms ofthis lease as if it had occurred on the leased
premises.

10. Should Lessee apply or give notice of intent to apply to the Commissioner ofConservation for the creation ofany unit or units
which would include all or any portion of the leased premises. Lessee shall furnish Lessor with a copy of the notice or application, each
accompanying unit plat, and all other attached information either at the time the application is filed with the Commissioner or at the time
required by applicable orders or regulations of the commissioner for furnishing such information to any parties entitled to receive it,
whichever is earlier. Ifa unit or units incuding all or any part of the leased premises are created by order of the Commissioner, Lessee shall
submit to Lessor a survey plat ofeach unit or units so created.

11. Upon request by Lessor, Lessee shall furnish Lessor any or all of the following types of data relating to wells drilled on the
leased premises or lands pooled therewith: (1) all wire line surveys in open or cased holes, including, but not limited to, all electrical and
radio activity logs, porosity logs of all types and directional surveys; (2) core descriptions of both sidewall samples and conventional
cores; (3) drill stem and production test data; (4) daily drilling reports to be supplied weekly; and (5) production data, current and
cumulative, including oil, gas and water production, surface and subsurface pressures. Lessee shall also furnish Lessor with any other
information and data requested by Lessor to keep Lessor fully informed that Lessee is complying with the provisions of this Lease in good
faith, and developing and operating the leased premises as a reasonably prudent operator for the mutual benefit of Lessor and Lessee.
Any information furnished by Lessee to Lessor or otherwise examined and studied by Lessor shall be retained in confidence . Nothing in
this Article shall require that Lessee furnish or permit inspection of any interpretation of any of the types of data referred to above, and
nothing herein shall be construed as requiring Lessee to secure any such data solely for the purposes of this Article. Lessor's
representatives shall have access at all reasonable times to examine and inspect Lessee's records and operations pertaining to the leased
premises or lands pooled therewith.

12. Lessee shall be obligated to plug and abandon all wells on the premises no longer necessary for operations or production
on this lease, and to remove from the premises all structures and facilities serving said wells, all at Lessee's sole risk, cost and expense and
subject to compliance with laws, rules and regulations. Failure ofLessee to do so within a reasonable time shall subject Lessee to and make
Lessee liable for any and all costs or expenses of any kind incurred by the State for removing said facilities, but in no instance shall title
to or ownership of said facilities automatically vest in or transfer to the State nor shall said facilities be deemed "improvements" to the
leased premises for purposes of vesting title in same to the State. Prior to the date of first production from any site on this lease, Lessee
shall create or cause to be created, under the direction of the Commissioner of Conservation pursuant to the Memorandum of
Understanding among the Department ofNatural Resources, the Commissioner ofConservation and the State Mineral Board dated August
8,1995, a Site Specific Trust Account to be funded in a manner satisfactory to the Commissioner of Conservation in accordance with the
rules and regulations promulgated under L.R.S. 30:80, et seq. The Site Specific Trust Account shall be reassessed and, if necessary,
modified by the Secretary of the Department of Natural Resources and the Commissioner of Conservation prior to the date of first
production ofeach additional well. In connection therewith, the right ofLessee to draw and remove casing from wells and to further remove
any facilities no longer utilized in the operations or production on this lease is recognized, provided such right is exercised by Lessee not
later than one year after termination of this lease or portion thereof on which the well is located. If such right of salvage is not timely
exercised, Lessee shall be subject to and liable for any costs or expenses of any kind incurred by the State in removing or disposing of
casing or other facilities, but under no circumstances shall title to said salvage transfer to or vest in the State nor shall it be forfeited by
Lessee to the State. In addition to restoration of the leased premises as contemplated and required by this lease, Lessee shall be
responsible for all damages to the leased premises, and in addition and without limitation for all damages to any timber, crops, roads,
buildings, fences, and other improvements thereon.

13. If at any time Lessee is maintaining this lease by actual drilling or reworking operations or by actual production and Lessee
is prevented from continuing or resuming such operations or production by major storm, major flood, or other similar natural disaster or
by a major accident beyond Lessee's control such as a blowout, fire, or explosion and if Lessee cannot by reason of any such occurrence
maintain this lease on any rental date by continuing any such operations or production or cannot maintain this lease beyond the primary
term by continuing such operations or production, this lease shall not terminate and no rental shall be due so long as Lessee is so
prevented from continuing or resuming such operations or production and is making diligent efforts to eliminate the effect of such
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occurrence. Lessee shall notify Lessor in writing within a reasonable time after such occurrence for the provisions hereof to become
effective and applicable. The primary term shall in no event be extended for more than one (1) year; and provided further that nothing
herein shall suspend payment of delay rental to maintain this lease during the primary term in the absence of drilling or production.

14. If on the date of this lease all or any portion of the leased premises is included in a unit established by order of the
Commissioner ofConservation, Lessee agrees to pay royalty on all oil, gas or other liquid or gaseous mineral produced and saved or utilized
and attributable to the leased premises from the date of such unit regardless whether all development and operating costs chargeable to
the leased premises have been paid.

15. Lessee hereby agrees to indemnify, hold harmless and defend Lessor against any and all claims, demands or suits for bodily
injury, death, property damage or loss of any kind by Lessee or Lessee's employees , agents, subcontractors and their employees or agents
and by any third parties which arise out of or result from or which are in any way connected with Lessee 's operations, whether resulting
from the sole or concurrent negligence of Lessor, Lessee or other parties operating hereunder.

16. In all suits arising out of this contract, the parties hereto agree that Louisiana Law shall govern, and that the state courts of
Louisiana shall be the proper forum, unless such suit is required to be filed in or is removed to any federal court in this state.

17. Notwithstanding any provisions to the contrary in this Lease or in the rider attached hereto , this Lease is granted and accepted
without any warranty of title and without any recourse against Lessor whatsoever, either expressed or implied. It is expressly agreed that
the Lessor shall not be required to return any payments received hereunder or be otherwise responsible to Lessee therefor.

18. In the event of any bona fide dispute or litigation involving Lessor 's ownership or title to any portion of the leased premises,
Lessee agrees to promptl y notify Lessor in writing ofthe nature ofsaid adverse claim in reasonable detail, identifying the adverse claimant,
and the basis and extent of Lessee's accountability to said adverse claimant for any oil, gas or other liquid or gaseous mineral produced
from or attributable to such portion ofthe leased premises. Pending final and definitive adjudication or other settlement ofsaid title dispute
or litigation the royalties payable hereunder on oil, gas or other liquid or gaseous mineral produced from or attributable to only such portion
of the leased premises may be reduced by Lessee, with prior written consent of Lessor, to one-half (I/2) of the royalties on production of
said minerals herein elsewhere stipulated, but not below the minimum royalties of one-eighth (1/8th) on said minerals as required by L.R.S.
30:127, said reduced royalties on said minerals to be computed and paid or delivered toLessor in the same manner as the royalties on said
minerals herein elsewhere stipulated. Pending final and definitive adjudication or other settlement ofsaid dispute or litigation, Lessee shall
payor deliver and Lessor shall accept said reduced royalties on production of said minerals as full payment of all royalties due hereunder
on production of said minerals from said portion of the leased premises ; and, Lessee shall have no right to suspend, fail to payor recover
said reduced royalties on production of said minerals. When said title dispute or litigation shall be finally resolved, whether by final and
definitive judgment of court or other settlement, then the payment or delivery of said reduced royalties on production of said minerals shall
cease, effective as of the effective date of said final and definitive adjudication or other settlement; and, from and after the effective date
thereof, but not retroactively, royalties on said production of said minerals shall be paid or delivered in accordance with said final and
definitive adjudication or other settlement and pursuant to the other provisions of this lease. All of the foregoing provisions of this
paragraph are subject to Lessee's right to release as otherwise provided in this lease.

Additional Conside ration:

As Additional Consideration, Beta Oil & Gas, Inc. will commence, or cause to be commenced, within the three (3) year primary term
ofthe lease granted pursuant to this Bid, operations to drill a well within Bol-Mex 3 RL SUA to a depth sufficient to evaluate the Bol-Mex
3 Sand as defined in Order No. 442-D- I4.

In the event Beta fails to timely commence and thereafter drill the well described above , Beta will pay to the State of Louisiana, as
liquidated damages, the sum of FORTY-FOUR THOUSAND DOLLARS ($ 44,000.00), being the State of Louisiana's pro rata share of
$242,000.00 .

Today, Beta is bidding on Portions ofState Tract No. 34015 and State Agency Tract Nos. 34028,34029 and 34030, covering a total
of 60.5 acres. Each Bid contains the identical well commitment with liquidated damages equal to $4,000.00 per acre or $242 ,000.00 in the
aggregate, payable to the State and the three Agencies in the event Beta fails to timely commence and thereafter drill the above described
well.

Beta owns oil, gas and mineral leases covering substantially all ofBol Mex 3 RL SUA and as such Beta is in the best position to
properly develop the Portion of the State Tract to which this Bid applies.
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THUS DONE, READ, ACCEPTED, AND SIGNED by the parties hereto in the presence ofthe respective undersigned witnesses,
as of the 17th day of December , A.D. 2001 , which shall be the date ofthis lease for all purposes.

STATE MINERAL BOARD

By:~~~Ch'Uman
F the State of Louisiana, Lessor

Monica T. Surprenant

T4i:1P?
~ 1/Ylt{;C

-J-an-et.,.....-r1-cG~heeU

For Beta Oil & Gas, Inc. Lessee

WITNESS FORM OF
ACKNOWLEDGMENT FOR STATE MINERAL BOARD

STATE OF LOUISIANA
PARISH OF EAST BATON ROUGE

Mary Beth Kling

Mary Beth Kli Appe

WITNESS FORM OF
ACKNOWLEDGMENT FOR CORPORATE LESSEE

STATE OF OKLAHOMA

SUE DIPLEY
cnUNI'Y OF __----=:.'IULS.;:..:::.::::.:c'A"'-- _

Before me, the undersigned authority, personally came and appeared __~""'=!.....!<:.==-~~ , who
by me being first duly sworn, deposed and said:

That he/she is one of the witnesses to the execution of the foregoing instrument and that he/she saw ROBERT S. SPAHR
___________ execute said instrument as Manager of Land and Marketing of

~BET!=!!=!.=..A~O~IL:=_.2&~GAS~:...E,~IN~C:::..l.~-------------------as the free act and deed ofsaid corporation in the
presence of appearer and _---->J....ANEI''''''''''''-'''---'MCGHEE....,.,,,,,,..,='--_==-: -=-', the other subscribing witness.
Sworn to and subscribed before me on this the ~~~~~

14th dayof Feb 2002 ~~~~~~~~~~~ _

/ V

STATE OF _

_______ OF _

Before me, the undersigned authority, personally came and appeared -', who
by me being first duly sworn, deposed and said:

That he/she is one of the witnesses to the execution of the foregoing instrument and that he/she saw _
-:------:---- execute said instrument as his own free act and deed in
the presence of appearer and -', the other subscribing witness.
Sworn to and subscribed before me on this the
____ day of -' _

Appearer

Notary Public
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(Rev. 2000)
APPROVED RIDER FOR AITACHMENT TO

2000 LOUISIANA STATE AND STATE AGENCY LEASE FORMS

1. Marketing ofNatural Gas

For the purposes of this rider, the term "gas" shall include (i) gas well gas, (ii) gas cap gas produced after depletion of the oil
column, and (iii) gas produced during the blow down period in a cycling or other secondary recovery project. These terms are to be
construed as same are commonly understood in the oil and gas industry.

The parties hereto recognize and acknowledge that one of the essential considerations for Lessor entering into the oil, gas and
mineral lease to which this rider is attached as a part thereof (herein referred to as the "Lease") is that if a well capable of producing gas
in paying quantities is completed on the leased premises, or on lands pooled or unitized therewith, and is completed in a reservoir, or
reservoirs, not previously committed to a gas sales contract, as permitted hereinafter, such gas, insofar as attributable to the leased
premises, shall be sold to an intrastate market, if such a market is available within a reasonable period of time as hereinafter provided .
Therefore, in order to carry out the intentions of Lessor and Lessee in this regard, the parties hereto do hereby and by these presents agree
that once a well capable of producing gas in paying quantities has been completed on the leased premises or on lands pooled or unitized
therewith, the following agreements shall be thereafter effective :

(a) In the event such well is completed and qualified as a well capable of producing gas well gas, the Lease shall remain in force
notwithstanding Paragraph 6(d) ofthe Lease without any shut-in payments being due from Lessee to Lessor for an initial period ofeighteen
(18) months after (a) such completion date, or (b) the effective date of pooling or unitization, as the case may be (herein called the "Initial
Period"). During the Initial Period , Lessee agrees to make a diligent and good faith effort to obtain an intrastate market for the gas and,
if such a market can be obtained, to enter into a gas sales contract for the intrastate marketing of said gas upon the best terms that can be
obtained, but on terms customary in the industry for such contracts; or in lieu of obtaining a new intrastate market, Lessee shall have the
option to deliver such gas under existing intrastate contracts (including amendments thereto) or take the gas for its own intrastate use.
If the gas is delivered under such an existing contract royalty shall be paid thereon as set forth in Paragraph 6(b) of the Lease except that
for purposes of determining Prudency of negotiations and value of such gas where applicable under Paragraph 6(b) it shall be considered
that the contract was negotiated and executed on the date such delivery commenced. If the gas is taken by lessee for its own intrastate
use and royalty is due thereon , such royalty shall be based on the current market value of the gas when so used. It is further provided
that if the initial intrastate contract is for a term of five (5) years or less, then if upon its termination, the well is still capable of producing
gas in paying quantities, all of the provisions of this rider shall be applicable to the obtaining of a new market for the gas and the Initial
Period shall be deemed to commence as ofthe expiration date ofthe first intrastate contract. In no event, however, shall Lessee be required
to sell gas to an intrastate market on terms and conditions less favorable than those which could be negotiated for a sale to an interstate
market. Among the conditions to be considered in making this determination are the price to be paid for the gas; the availability and the
cost, direct or indirect, to Lessee of a pipeline outlet; length of contract; inclusion of any price escalation; adjustment for BTU content;
renegotiation provisions; on-line processing rights and availability of facilities ; and rate oftake. If, however, at the end ofthe Initial Period
Lessee shall not have commenced the delivery of the gas to an intrastate market or shall not have entered into a firm intrastate gas sales
contract on the terms and conditions hereinabove set forth, but during such period has drilled, or has commenced operations for the drilling
of, an additional well on the leased premises, or on lands pooled or unitized therewith, in an attempt to establish additional gas reserves ,
or additional producibility, then Lessee, at its option, shall be entitled to an additional six (6) months period (herein called the "Second
Period"), commencing at the end of the Initial Period, within which to seek an intrastate market for such gas on the basis above set forth.
In the event Lessee elects to obtain the Second Period , he shall prior to the end of the Initial Period so inform Lessor to that effect in writing
and shall identify the additional well drilled or commenced during the Initial Period. During the Second Period the Lease shall remain In

effect without any shut-in payment being due by Lessee to Lessor.

(b) As to gas cap gas (i.e, gas which cannot be produced until such time as the oil phase of the reservoir is depleted) and as to
gas produced during the blow down period in a cycling or secondary recovery project, the provisions of subparagraph (a) above shall be
applicable, except (i) the Initial Period defined in subparagraph (a) above shall not commence until the date on which such gas cap gas or
blow down gas is available for production and marketing, and (ii) the Second Period defined in subparagraph (a) above shall not be effective
as to any gas covered by this subparagraph (b).

(c) Lessor and Lessee further agree that if within ninety (90) days after the commencement of the Initial Period , as defined in
subparagraph (a) above, Lessee has not obtained an intrastate market for said gas after a diligent effort to obtain same and Lessee has the
opportunity to sell gas to an interstate market under emergency or other short term sale contracts with pregranted abandonment or similar
withdrawal required by federal regulatory authority, it shall, upon being granted said authorization and pregranted abandonment or other
withdrawal by federal regulatory authority, have the right to sell said gas to said interstate market provided that the term of any such
emergency or other short term sale contract shall not exceed the term of the Initial Period and the Second Period, if applicable.

(d) If at the end of the Initial Period or the Second Period , as the case may be, Lessee has provided for the intrastate marketing
of said gas, but Lessee has not been able physically to commence delivery of gas to the market, then Lessee shall have an additional free
period of six (6) months to permit installation of the necessary marketing equipment and facilities and to commence deliveries under that
contract without any shut-in payment being due by Lessee to Lessor. If, at the end of the free period of six months provided for in the
preceding sentence, deliveries have not commenced despite Lessee's good faith efforts to connect to the available market and if the Lease
is not otherwise being maintained, Lessee may maintain the Lease by making shut-in gas payments as provided for in Paragraph 6(d)
thereof, and it shall be considered that the well with respect to which such payments are to be made was shut-in as of the end of the Said
additional free period.

(e) If at the end of the Initial Period or the Second Period identified above, as the case may be, Lessee has not provided for the
intrastate marketing of said gas as set forth herein , and Lessor and Lessee have not mutually agreed to extend the period during which an
intrastate market for said gas may be sought, Lessee shall be free to market said gas in interstate commerce. In addition, if at that time the
Lease is not being otherwise maintained by separate operations or production as set forth in Paragraph 6(d) thereof, and Lessee desires
to maintain the Lease by making shut-in gas well payments as provided for in said Paragraph 6(d), it shall be considered that the well with
respect to which such payments are to be made was shut-in as ofthe end ofthe Initial Period or Second Period , as the case may be.
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(f) Lessor shall have the right, but not the obligation, to assist Lessee in its attempts to secure an intrastate market for any gas
discovered on or allocated to the leased premises, which shall include the submission through Lessor 's efforts of offers from prospective
purchasers; provided, however , that if Lessee shall have complied with its obligations as provided for herein to attempt to obtain an
intrastate market, the decision of Lessee on the acceptance or rejection of such intrastate offers shall be final insofar as gas attributable
to the interest of Lessee is concerned.

(g) Lessee shall make a full and complete disclosure to Lessor of its efforts to obtain an intrastate market, including information
concerning the contracts made with prospective intrastate purchasers and the details of all interstate and intrastate offers made to Lessee
as well as all contracts entered into under subparagraph l(c) hereof. This information shall be furnished quarterly, beginning with the
commencement of the Initial Period. All such information shall be kept strictly confidential by Lessor.

(h) Lessee shall not sell or commit to a contract any gas to be produced from or allocated to the leased premises unless said gas
is to be produced from or allocated to a zone or zones, or their stratigraphic equivalent, which have been determined to be capable of
producing gas in paying quantities on the effective date of such sale or commitment. Upon being presented reasonable justification for
same, Lessor may elect to waive this restriction. It is further provided that the provisions of this rider and the time periods provided for
herein shall relate separately to each such contract and to each different gas reserve as hereinafter defined. For the purposes of this rider
each separate zone, or as the case may be, each separate pool or reservoir not committed under any prior gas contract shall be considered
a "different gas reserve"; or if a prior contract committed all reserves to a specific depth or depths, "different gas reserves" shall be
considered to be any discoveries below that specified depth or depths . In the event of the completion of a well in a different gas reserve,
the Initial Period , as hereinabove defined, shall commence on the date a well is first completed in said different reserve or, as the case may
be, when the gas is first ready for production and marketing.

(i) Lessor may waive any of the time periods provided for herein ifit becomes satisfied that an intrastate gas market is not and will
not be available , or if such waiver appears to be in the best interest of the State of Louisiana, and in connection therewith may enter into
balancing agreements or similar agreements for placing other gas into an intrastate market under the terms ofwhich Lessee may agree that
the identical volume ofgas produced from or allocated to the leased premises and sold by Lessee to an interstate market may subsequently
be dedicated to or sold by Lessee to an intrastate market whether said gas is realized by Lessee out of subsequent production from or
allocated to the leased premises or from other properties of Lessee.

G) Lessee shall have the right to process the gas and sell the liquid components thereof as permitted by the Lease; provided,
however, that if the gas has not previously been committed to an interstate market, no processing or other handling shall be utilized that
will destroy the intrastate status of the gas.

2. Marketing ofOil and Other Liquid Minerals

(a) If either oil or other liquid mineral is produced in paying quantities, from the leased premises or on lands pooled or unitized
therewith, such minerals, insofar as they are attributable to the leased premises, shall be sold by Lessee to an intrastate market for refining
or processing in the State of Louisiana if such market is available within a reasonable period of time, as more fully set out herein below;
or in lieu of obtaining a new intrastate market, Lessee may deliver such minerals under its existing intrastate contracts to be refined or
processed in the State or to take the minerals for its own intrastate refining or processing. If Lessee does not elect to deliver such minerals
under existing intrastate contracts or to take such minerals for its own intrastate uses, then for a period of ninety (90) days from the date
of such production Lessee agrees to make a diligent and good faith effort to obtain an intrastate market for such minerals that will cause
them to be refined or processed in the State of Louisiana, and if such a market can be obtained , to enter into a contract for the sale of such
minerals to an intrastate market upon the best terms that can be negotiated, but on terms customary in the industry for such contracts.
In no event, however, shall Lessee be required to sell such minerals to an intrastate market at a price less favorable than that which could
be negotiated for a sale of the minerals to an interstate market and in no event shall Lessor's royalty be based on less than the current
market value ofthe minerals. Ifat the end ofthe ninety (90) day period Lessee has not been able to sell such minerals to an intrastate market
in accordance with the provisions hereof, Lessee shall be free to market such minerals to any purchaser whether intrastate or interstate in
character. If the minerals are taken by Lessee for its own use or are delivered under an existing intrastate contract and royalty is due
thereon, such royalty shall be based on the current market value of the minerals when so used or delivered.

(b) If the ninety (90) day period becomes operative, then it will be considered as a period during which Lessee is producing
minerals from the premises in paying quantities , which production will have the same effect as actual production would have on the Lease.

(c) For the purpose of assessing the performance of Lessee of the obligations imposed by this Paragraph 2, the disclosures
provisions ofParagraph I (g) of this rider shall be applicable.

(d) The waiver provisions ofParagraph 1(i) ofthis rider shall be applicable to the terms and conditions contained in this Paragraph
2.

3. Deferred Development

Notwithstanding anything to the contrary herein contained, it is understood and agreed that in the event during the primary term
ofthis Lease, or within one (I) year thereafter (ifthe lease is then in force and effect), a portion ofthe property covered hereby is integrated
and included or placed with other lands in a pooled or combined unit, whether by order of a governmental agency or by conventional
contract, then unit drilling operations or unit reworking operations or unit production from a well situated on lands or property embraced
in such unit or units (hereinafter collectively called "unitized operations"), shall serve to maintain this Lease in force and effect as to the
entirety of the leased premises, subject however to the following express requirements in lieu of reasonable development of the "outside
acreage", as hereinafter defined , which is not otherwise maintained under the terms ofthis Lease aHas set out more completely hereinbelow
in this Paragraph 3. Ifon the anniversary date of the Lease next ensuing after the commencement ofunitized operations (or if the first date
of unitized operations is less than 90 days prior to the anniversary date, then on the expiration of 90 days after such first date of unitized
operations) the Lease is not being maintained under its terms by means other than unitized operations, the Lease shall terminate on said
anniversary date (or at the end of said 90 day period, as the case may be) as to all outside acreage unless on or before said anniversary
date (or the end of said 90 day period, as the case may be) Lessee pays or tenders to Lessor, as a deferred development payment , a sum
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of money equal to one-half of the rate per acre of the cash payment paid for the Lease multiplied by the number ofacres then comprising
the outside acreage, which tender or payment shall maintain this Lease in effect as to such outside acreage not otherwise maintained under
the terms of the Lease until the next ensuing anniversary date. By similar tender or payment of a deferred development payment on or
before each succeeding anniversary date this Lease may so be maintained in force during the remainder of the primary term (if any) and
for two years thereafter as to such outside acreage. After the expiration of the periods during which the Lease may be maintained by
deferred development payments as above provided, if this Lease at any time is not being maintained in effect by other than unitized
operations, it shall terminate as to all outside acreage not otherwise so maintained under the provisions of this Lease, provided that if a
unit or units are created after the expiration or said periods the effect of which is to convert non-unitized operations as hereinafter defined,
into unitized operations, it shall be regarded for all purposes of this Lease as though there had been on the effective date of such unit or
units a cessation of production on the outside acreage. If at any time during the primary term of the Lease or within one year thereafter
there is a cessation of all non-unitized operations as hereinafter defined, whether same occurs as the result of the actual cessation of such
operations or as the result of non-unitized operations being converted into unitized operations, then Lessee, in lieu of resuming non
unitized operations as provided in this Lease, may elect to maintain the Lease in effect as to the outside acreage by tendering or paying
a deferred development payment, computed as hereinabove provided, on the next ensuing anniversary date of this Lease (or within 90 days
from the cessation of non-unitized operations if such cessation should occur less than 90 days prior to such anniversary date). If at any
time during the second year after the primary term of the Lease, there is a cessation of non-unitized operations as hereinafter defined,
whether same occurs as the result of the actual cessation of such operations or as the result of non-unitized operations being converted
into unitized operat ions, then the entire Lease shall nevertheless remain in effect until the next ensuing anniversary date.

Nothing contained in this Paragraph 3 is intended to create nor shall have the effect of creating several or separate leases, or in
any manner to extend, increase or limit the obligation of Lessee to protect the leased premises from drainage as stated in the Lease, or
otherwise. If at any time, either during the primary term of the Lease or the limited extension of the Lease beyond its primary term as
provided above in this Paragraph 3, as to the outside acreage not otherwise held under the terms hereof, Lessee conducts non-unit drilling
operations or non-unit reworking operations or obtains non-unit production from the leased premises (collectively defined as "non-unitized
operations") , then the provisions ofthis paragraph shall not thereafter apply so long as said non-unitized operations shall continue.

The provisions of this Paragraph 3 shall also be applicable to a unitized shut-in gas well, but in this event, the annual deferred
development payment shall be reduced by deducting therefrom the amount of shut-in gas well payments paid, if any, during the same
period under Paragraph 6 of the Lease which is applicable to the acreage on which the deferred development payment is applicable. The
provisions of this paragraph shall also apply to any unit, ordered or created, which wholly underlies the property covered by this lease.

For purposes of this paragraph the following definitions shall apply:

(a) The term "anniversary date" shall mean the date of this Lease and the same date of each next ensuing year or years.

(b) The term "outside acreage" shall mean all of the leased premises, except any portiones) thereof included in a unit or units on
which unitized operations are being conducted.

4. Environmental and Other Considerations

Lessee hereby agrees, as one of the obligations of this rider, that in exercising the rights granted it under the Lease, it will comply
with and be subject to all applicable environmental and other laws and regulations validly adopted or issued by the State of Louisiana, or
its agencies, or by the United States, or its agencies. Lessee further agrees that it will comply with all minimum water quality standards
validly adopted by said governmental authorities with respect to oil pollution and noxious chemicals and waste being introduced into
affected water areas. Further, in conducting all operations under this Lease requiring dredging, filling, or local navigation in order to
explore, develop or exploit shallow-water areas, Lessee shall comply with the applicable requirements of the appropriate Louisiana state
agency charged with the environmental management of said area. Finally, it is understood and agreed that on depletion of production or
completion of operations under this Lease, the Lessee shall remove all structures which would impede commercial fishing and crawling,
including, without limitation, all submerged materials, equipment or debris placed on the leased premises by or for the account of Lessee;
and the affected water bottoms shall, to the extent reasonably possible of accomplishment, be returned or restored to a condition as nearly
equivalent to that which existed before said operations were conducted and/or structures were constructed. Lessee further agrees that
in exercising the rights granted it hereunder and in discharging the obligations undertaken in Paragraph 2 of this rider, involving issuance
of advance certifications, permits or approvals, it will allow sufficient lead time in the planning of its activities to permit the affected
regulatory agencies to make appropriate review ofthe proposed operations.

5. Notice

Except in the situations where specific time periods are established for performance, Lessee shall not be in default under the Lease
with respect to the violation of any provision of this rider until 30 days after written notice of such violation is received from Lessor, and
Lessee has not corrected or commenced to correct such violation.

6. Conflict ofTerms

Unless specifically provided otherwise, in the event of a conflict between any provision of this rider and any of the provisions
of the Lease, the provisions of this rider shall control.

7. Severability

In the event that this rider or any provision hereof is declared to be illegal or unconstitutional, its nullity shall in no way impair
the validity of the Lease to which this rider is attached or of other portions of the rider not declared illegal or unconstitutional; provided
that Lessee shall not directly or indirectly institute or cause to be instituted any action seeking to declare the nullity or the unenforceability
of this rider or any part hereof.
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JoHN BEL EDWARDS
GOVERNOR

~‘tate of Ioui~iana
DEPARTMENT OF NATURAL RESOURCES

OFFICE OF MINERAL RESOURCES
STATE MINERAL AND ENERGY BOARD

THo~.&As F. HARRIS
SECRETARY

January 26, 2018

Pledger Operating Company, Inc.
1725 Lakeside Drive
Mandeville, LA 70448
Attn: Mr. Roberti. Martin
Attn: Mr. Tim Chesteen

CERTIFIED MAIL NUMBER 7017 1070 0000 0031 6359

RETURN RECEIPT REQUESTED

Re: Liquidated Damages Assessment for Late Release
2.33 acres of State Lease No. 17315
Lafayette Parish, Louisiana

Dear Messrs. Martin and Chesteen:

A review of our records of the Office of Mineral Resources (OMR) and those of the Office of
Conservation indicates that 2.33 acres of State Lease No. 17315 expired on July 6, 2016.
According to paragraph 7 (C) of said lease, the lessee has ninety (90) days from termination to
record a release, or portion thereof, or incur a $100.00 per day liquidated damages assessment
until the terminated lease is so recorded.

Our records show that the release of State Lease No. 17315 was recorded in Lafayette Parish on
July 11, 2017, or a period of 278 days after the end of the 90 day period for recording the
release. Accordingly, the working interest owner of State Lease No. 17315 is being assessed
liquidated damages in the amount of Twenty-Seven Thousand Eight Hundred and NO/lOOtI~
Dollars ($27,800.00), which is due and payable upon receipt of this letter with the
accompanying invoice number 1167736. Please return a copy of this invoice with your
remittance by February 9, 2018.

Post Office Box 2827 + Baton Rouge, Louisiana 70821-28274. 617 N. Third Street 4~ 8th Floor 4’ Baton Rouge, Louisiana 70802-5428
Phone (225) 342-4615 + Fax (225) 342-4527 4. omr@dnr.srate.la.us + http://www.dntstate.la.us I mineral.htm

An Equal Opportunity Employer
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Letter to Pledger Operating Company, Inc.
Re: Late Release of State Lease No. 17315
January 25, 2018
Page 2

The State Mineral and Energy Board has the authority to compromise any liquidated damages
assessment up to and including a waiver of all or any part thereof. Any compromise and
reduction in the liquidated damages assessment is at the discretion of the Board and requires a
personal appearance by the party requesting reduction to explain a basis for the Board’s
consideration. PLEASE NOTE that any compromise and reduction requires that a written
request be sent to Emile Fontenot, Petroleum Lands Director, at the Office of Mineral
Resources by the assessed party asking to be placed on the Legal and Title Controversy Report
for consideration of a compromise and reduction of liquidated damages assessment and
stating whether the assessed party will be present at the Mineral Board meeting at which the
request will be heard to ask the Board for reduction. Failure to send such a written request will
result in the full liquidated damages assessment being collected from the assessed party.

Your cooperation in this matter is appreciated. If you have any questions regarding this matter,
please call me at 225-342-7121, or email me at Boyd.Handley@la.gov, or call Emile Fontenot,
Petroleum Lands Director, at 225-342-1080, or email at Anthony.Fontenot~la.gov.

Sin ly,

Z~Hn~y~t
Geology Lands Administrator

Enclosures
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STATE OF LOUISIANA
DEPARTMENT OF NATURAL RESOURCES

Office of Mineral Resources
P. 0. Box 44277

Baton Rouge, LA 70804-4277

PLEDGER WEST BROUSSARD OPERATING ATTN: TIM G. CHESTEEN, MEWhen remitting, please
COMPZ½rZ refer to:
1725 LAKESHORE DRIVE

Invoice Number 1167736

MZ½NDEVILLE LA 70448 Security Code 60673

Invoice Date 01/25/2018 PAYABLE UPON RECEIPT

Description Qty Unit Cost Line Total

Liquidated Damages - Delinquent Releases 278 100.00 27,800.00

Total Invoice Amount $ 27,800.00

Less Deposit/Payments $ .00

Total Amount Due $ 27,800.00

Please make checks payable to:

Office of Mineral Resources

and mail to:
DEPARTMENT OF NATURAL RESOURCES

Liquidated Damages Assessment Office of Mineral Resources
for Untimely Release of State
Lease No. 17315 P. 0. Box 44277

Baton Rouge, LA 70804-4277

CREDIT CARD PAYMENTS ARE ALSO ACCEPTED **
****MAKE PAYMENTS ONLINE using VISA, MASTERCARD, AMERICAN EXPRESS or DISCOVER****

Navigate to www.SONRlS.com
and click on the Invoice Payment link

RETURN ONE COPY WITH REMITTANCE
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adopted:

RESOLUTION
LOUISIANA STATE MINERAL BOARD

LEGAL AND TITLE CONTROVERSY COMMITTEE

ON MOTION of Mr. Cordaro, seconded by Mr. Arnold, the following resolution was offered and unanimously

I hereby certify that the above is a true and correct copy of a Resolution adopted at a meeting of the
Louisiana State Mineral Board in the City of Baton Rouge, Louisiana, on the 13th day of May, 2009, pursuant to due
notice, at which meeting a quorum was present, and that said Resolution is duly entered in the Minute Books of said
Louisiana State Mineral Board and is now in f II force and effect

LOUISIANA STATE MINERA BOARD

WHEREAS, a request was
2008 Mineral Board Meeting for
in making a determination for

—

criteria presented at the April 8,
to include additional factors

decision has been

CERTIFtCA TE
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