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OIL, GAS AND MINERAL LEASE ’
THI§ AGREEMENT mada this 20th sy ot JBOUATY 1987 _ tetwem
Phillip E. Memoli and wife, Maxine M 11
hasor (whetbee one or move), whose addrem s 27 W. Bonita, Sierra Madre, California 91024 T T7657 !
wa _McKenzie Methane Corporation, 3847 San Felipe Rd., Suite 4300, HousStOn, i, WITNESSETH:
1. Lessor, in cqnsiderstion of Ten and More - _ Dollars, n‘m
of which ls bereby acknowledged, and of the covenants and sgreements of hereinafter contained, does hareby gramt, lease wnd let unto lesses the
covered hereby for the and with the axcharive right of Erlnd.n:. g, mining and WW:-& owning gas, sulpbur and all othes
minerals {whather or not similar to those mentoned}, th the right to raake lu.r\r-E on Lay Enes, seta and oilize {acilities fox
sice o mubewce Aupentl o s waih Sourvics falh s Bridee, e o B Bafotor saatig 1l 1l g et
;nmducad {rom l:hu. land cove heuh;rrnt any other land ldimt thuutn.‘p'l'bu iand covered m'br. m - land”™, i lnufd a the
County of Shelby , State of Alabama ' , and i dwscribed as follows:
TOWNSHIP 20 SOUTH, RANGE 3 WEST |
Section 30: A part of the Wk of the SWY%, being the part of said Wk of SW% of
said Section, Township and Range that lies on the West side of
e Cahaba River containing 25 acres, more or less.
L) Section 31: The NWY of NWY containing 40 acres.
Eé 1 IGWNSHIP 20 SOUTH, RANGE &4 WEST
F . . . : . .
Section 25: The SEY of SEX containing 39.83 acres; also the SWY of SE% containing
e 35.83 acres. |
il _
€\)} Section 36: The NEYX of NE¥ containing 39.54 acres; also the NWj of NEYX contairing
39.54 acres, | |
=
S All of the above described land being gituated in Shelby County, Alabama.

It is the intent of the lessors to lease and they do hereby lease all of their
interest in the above mentioned Sections, Townships and Ranges, whether described
correctly herein or not.

See EXHIBIT A attached hereto and made a part hereof for additional provisions.

Source of Title: Book 138, Page 101,

This leass also and inchad lddlunwﬁﬂnhnﬁ-nﬂhd,lﬁlnd.ﬂ Yy ﬂmuwndhhht&-hdnhw:dmuﬂ
{-:lml adnrcmhlmdmhrlumr; mmm nmmnwdm ad st or {b) s to which bas = arenca right of
scquisition, l.assor agress to executs any u instroment req hrhn-lnr:mnnmphuumhhﬂpfmnlnﬂ . For the pan

of dctermining the amount of boous or other payment hercunder, s4id land shall be desnied to oI,
Enl?:ihmd;:;.uy c:nuinin: ;:m ﬂ“ﬂ:l,mdmnm- recital of acreage in aoy tract shall be deamed to be the tue acreage Lhereof, Lecsor the bonous
as tump sum considerntion for this lewss and all o , and option: Lereunder, Fiv 25

5 Ugpless aocoer terminated oy longer kgpth 1 ader other provirions bersof, this temse shall rematin in force for & term of ten—6i® yoars from the
date bersof, hereinafter cslled “primary term™, and s g theroafter ss operations, s heralnafier defined, are conducted upomn aaid land with no osssation for
more than ninety {90) consecutive days,

3. Mr.nnl?'.l.u:ummmt-lnd : {n)} To daliver to tha credit of lessor, In the pipe line to which leses muy ocmnect iis wells, the e¢qual sos-
eighth parnt n; all oil produced and nvud.ﬁf'“lu:n fram safd Iand, or from pime to time, at the option of lessoe, to pay lessor tha aversge posted merket prios
of such one-sighth part of such oll st the wells a5 of the day it is run to ithe pipe llne or storage tanks, lossor in cther case, to o
of the cost of treating oll to render it marketable pips line all; (b) To pay Jessor on gas and casin gas prodeced from sald Iand (1} when 3c)d by lasses,
ane-eighth of the smount reslized by lesses, nnmofuud at the mouth of the well or {2} when vaed by lossee off said land or in the ounufacture of gasoline or
other products, the market value, al the mouth the well, of ope-eighth of such gas and casinghead gas; ( pay lessor on all other minerals mined and
marketed or utilized lossea From said land, oae-tenih aither in ldind or value at the well or mine at leasee’s eloction, except that on sulphur mined end mar
keted the royalty shall be one doller 5#1.{}“1 por long ton, Lf, st the sxpiration of the priuary term or at aoy tims or Hmes thereafier, thore §s oy wall
snitl land or on lands with which safd land or sny portion thereof has .poaled, sapabls of ueing gas or any other mineral covared hurul:u{ and sll
waolls nra shut-in, this leass shall, pevertheleas, continue in force ay though operabune were g conducted on iand for so tong as said wells are shut-in,
aotl thereafter this leass mlz hs contnued in force a3 if no shut-in had ocqurred, Lessee covenants and agreed to use reascunble gence to produce, u
or minfkat the minerals capable of being produced from sald wells, but in ¢ axarcive of such diligence, lesass ba obligated 10 install or furnlsh Facili-
tep other than weall facilides and o lease facilios of Now lines, sepsrator, and leass tank, and shall not be requirad to settla labor troubla or (o markast
gas upon terms unacceptable to lexsse. If, at any time or times after the sxpiration Of the ry torm, nil such wells are shut-in for & period of ninety con-
ecutive days, and durlng such time there are po operations om seld land, then at or ore tha expiration of zaid ninety day period, losseo shall pay or
tender, by check or draft of lessee, a3 royalty, n sum usl to ons dollar f $1.00) For each acre of lnod then ooversd bereby. Lassteo ahall make Hke payments
or tenders at or before the end of each snniversary of the expiretion of said pinety d:L {f upon such snniversary this lease is being continued in force
solely by remson of the provisions of this sub-paragraph. Each such payment or tender & be made to the partios who at the time of payment would be sn-

titled Lo receive the royaltios which would be paid under this Jemss if the wells were producing, or may be dupnlltn_d to rach parties credit in tha
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erablp of shut-in royaity, If at any time that lowsow or tendens ahu rovalty, two o6 mote parti to be, snttled to receive same, lesses
may, in lieu of any other method of payment hereln pay or tmﬂr such shut-in royalty, in tbe manner sbove rp:cli'iad, sither joht:lu;tn ruch ptrﬂv-

chac oF

or separately to esch in sccordance with thelr respective munhlﬁad . a3 lsszee may elect, Any paymeot hereunder may be ma
draft of leszes deposited in the mail or delivered to the party entil to

for payment. Nothlog berein shall Lapair Jesses’s right tf roleads s provided in parsgraph 5 horeof, In the ovent of amignment of this leass in whole or in
part, linbility for payment horeunder shall rest exclusivaly oo tbe then ownor or owners of this lease, aeverally a4 to acreage owned by each

4. Lesgeq is harsby grantsd the dght, at its option, to pool or unitze all of aDy part of sald land and of this leaser a3 1o or all minerals or horlzons

thoreunder, with other lands, Jeasa or lesses, or portion or portions thereof, of migersl or horizon thereunder, 30 a3 to sstablith ts containing not more thay

: B0 surince acres plus 10% acreage toleronce; provided, however, & unit may be sstablithed or an existing unit may ba enlarged to contain not more than 840

"+t pores plus 109 screage tolorance, if unitized only a5 to ga1 or ¢uly as to ga3 mnd lguid bydrocarbons (condensate) which are oot a liguid in the subsurfacs

o reservoir. IF hrgar units are roﬂuirnd. undar any mments]l rule or order, for the drilling or ow;ll;i:; of a well at n regular location, or for obisinlng
o

] '-..'

. 3 Il le, Erom woll to be drilled, dri , of already drilled, sy such unit may ssta or enlarged, to conform to tho size required by
! ﬂ:ﬁmiTa:mg::tnl'm&ﬂ u:-n I-n'ﬂn. Lessen shall exerciss Enid uE\:I‘:::n 'H“ (17 mgndwud uait by executing an ingtrument identifying such unit and Hling it for
record in the publlc office in which this leass 1 recorded., b of sald 03 may be exercised by lesios from tme to tme, nod whetber belfors or afler

production has beon establivhed either on snid land or on the portlon of d land included in thes unit or on other land unitized {herewith and any such unit
 may include any well to ba drilled, being drilled or alresdy completed, A unit estsblished bereunder shall be valid snd efiective for all purposes of thds
.. lease even though there may be land or mineml, royslty or lsazehold interests in Jand within the unit which are not od or unitized. Any operations cone-
ducted on any part of such unitized lond shall be considersd, for all purposss, sxcept the payment of royalty, ope conducted under thls lease. There
shall e ollocated to the tand covered by this lesse Included in such wmit ths of totel production of unitized minersly from wells in the
L unit, after deducting any used in lease or unit operations, which oumber of acs A in land coverad by this lease included in the unit bears to
- ibe toto} number of surface acres in the unit. ‘The production so allocated shall ba considered for all purposes, iocloding the paymeut or delivery of mmulrty. ovar-
'__."'k riding royalty, and any other payments out of producton. to be the entire uction of unitized minerals from the portion of said land covered zby and
' included in such unit la the same manner as though produced from sald under the terms of this loase. The owper of the revemsionary estete of any term
royalty or mineraf estate pgreos that the acorual royaities uant to this plrlﬂpll or of ahuit-in m}ﬁu from & well oo |.:? unit 1hall sstisfy any Iimitstion
of term requiring production of &il or gas, The formston o such wmit shall not have the cffect of hi any azhut-in producton royelty
which may become payable under this lesse, Nelther shall it impelr the right of lesses to release from lease all or oy partdon of said jand, aszcept
that lessce may oot so relense a3 to lands within a unit while there wre og;nt:l'-unl thereoo for upitized minerabl uoless all mhﬂ Jeases are relessed ag to
tands withio the unit. Leses may dissolve any unit sstablished bereunder filing for record in the ﬂbﬂn office whare this s I recorded a declaration to
that sffect, if at that time po operations awre baing conductsd thereon for unitized minerals. Sob to the provisions of this paragraph 4, a unit omce
ﬁtah{:ishﬁcil he;amdclr sboll temain in force so long & any lsase subject thereto shall remain in force. A unit may be 10 sstablished, modified or dissolved dur-

E iha ko o 3 1ohdn, .

5 L at tima and from time to time exscute and dell to letsor or His for reoord u releass or releases of
all of ui;';:;dn:::?uf ml??minnrﬂ or horizon thersunder, and thereby be mavd of all cbligations a3 to the relesnsed acreage or fotercet.
0

This is & PAID-UP LEASE. lo rounslderstion of the down casb yment, Lewor agrees that Lessoe shall oot be

E’.;""gr"’ .‘;E"f“' PR Y AT Bt P i v A ““‘:.‘:%r&'ﬁ s y term. Whenever used L th e e ooy < Py
of the following! , TOOUID £ 1

mn:m?:nvur t':?nl:-hin prndu:l:h:'n of oill, gas, : ur or mil , *acavating a mine, producton 01
in paylog quantties. o

¥. Lossoe shall have the use, free from royslty, of water, other than from lassor’s waler wells, and of Mwﬁﬁm‘dﬁwtﬂdhﬂhﬂlw
he der. Las hall bave the right st an Hmnhm-;ummhnurjrmdﬂmr-pludunuﬂ incl g tha right to draw and remove
Hc:.!::“!l:hl“ h:ﬂd.r:ﬂnd na::ur th.l.n'Eﬂﬂ {1 rh the houss or barn now on said land without the oconsent of lewacor. Lauwsés thall pay :ﬁ
by its opcerations to growlng crops and timnhar on sald Jand.
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. 3 ) J ¥ PRINCIPAL OTFICL IN

§. The dghts and estate of an party hereto may be ssrigesd from tma :

obligations, m‘ul:l consldemtions of lonse -hnntndtnmdb-hindh::;u pttﬂuhndmlhdlhﬁ astigne, and woocesslve sssigns. No
change or divition in the ownership of said land, ar other moneys, Of apy part therecf, howsosves .ﬁn inoreste the obligatious or ﬁ:ﬂnﬁh
tha rights of lasses, includiog, but oot Lmdted to, the location and drilling of walls and the messursment of prod an

consiructive kmowladge or notico thereof of or to lotsss, I3 succepasors of assignge. 00 [ L] said

other mooeys, or tha right to receive tha sume, howsoever sffected, shall be b ding ul;::: the then record cwner of this Jease untl thirty
hat beea furnished to such rocord owner at his or HIJrint.‘-ipll %Ilﬂ of business by or of _

division, supported by either originals or duly certfiod oopies of the instruments which bhave bean properly fHled for record
or division, and of such court records and proceedings, tmoucripts, or othar documents a5 shall be noctssary in the opluion of such record owner to eatab
the vulidit; of such change or division. 1f sny such change in ownership occurs by rosson of the desth of thae er,

tender such royalties, or other moneyil, or part therenf, to the credit of the decedent in a doposlbory bank provided for above.

9. In the event lessor congidars that Jesses has not mmEliud with all itz obligations hereunder, both express and ll.liﬂl-d. lessar ahall loasen in wiit-
ing. sctting cul specifically b what respects laaes has hresched this contract, Lesies shall them bave sizty o) hillf'l r receipt of sald notice within which
to imeel of commence to meat all or any pant of the broaches luaguﬂ by lassor. The gervice of said 5 be precedent to the brinr,l.ni of any acton
Ly lessor on snid lease for any esuss, and no such action shal] be brought untl the lapse of sizty (60} days after service of yach notice on lesses. Neither
the service of soid notoe nor tbhe doing of any ects by lesseo almed to mest all or mny of the l.l]ﬁl'lé breachiss aball be deemed an sdmistion or presumption
that lesace hox falisd to perform all it uhuvﬂm barsunder., Should it be asserted in any notica given to the iseses under the provislont of this paragraph
thot Jessce has {alled to comply with any implied obligstion or £ovenant beyeof, this lense shall not be srubject to capcollation for any such cause exc after flnal
iudicial ascertainment that such failure exista and lesseo has then been afforded u reasonable tme to prevent cancellation by complylpg with aud Al
charging its ohligations as to which lessee has been judicially determined to be in default. If this lease iz cancelled for any cause, it 1 nevertheless remain
in force and eifzct as to {1} sufficient ncresge wround cach well ar to which there are opemations to coonstitute s dnlling or mazimum allowabls unit undes
applicoble govemments] regulstions, {but in no event leas than forty acres), such wcreage to be designated by lessee a3 nearly practicable in the form of
a square contered at the well, or In such shape as then existing spacing rules require; and (2) any part of said land iocluded In & pooled unit on which
there are operations. Lesigs shall also have such emtements op said land as 4re necessary to operatons on the acresge s¢ 1

10. Lessor hereby warrants and agrees to defend title to sald land nf:ir;:t the claims of a1l persons whomsoever. Lessor's rights and iotereais hereundar
hall be olarged primarly with any mortgages, taxes or other liens, or interost and other chargos on said land, but leasor agrees that lesses shail have the
right &t any time tg pay or reduce same [or leasor, either befors or after maturity, and be subrogsted to tho zights of the holder thereof and toe deduct
amounts so paid from royalties or oiher payments payablo or which may becpme yable to lessor and/or asaigns under this lease. Lessce is herehy given the
right to scguirs for its own bencflt deeds, leases, or assignments covering Lo terest or clwim in said land which leitee or any other party contends is out-
standing end not covered bereby snd even though such outstanding interest or claim b invalid or adverse to loysor. If this lease covers u less interest in the oil,
gas, sulphur, or other minerals in all or any part of said land than the entire and undivided fes simple sstate {whather lasgor’s interest is herein specified or
not). or no inlerest therein, then the royslties, and othor monoys accruing from sny part ms to which this lease covers less than such full interest, shall be
puid oaly in the pmglurtic-n which the interest thersin, i any, covered by this lease, bsars ta the whole and undivided fes simple estate therein. All royalty
ilerest coverad br this leass {whether or not ownad lessor) shall ba paid out of the royalty berein provided, This lsase 3 be binding upon each party
who exccutes it without regerd to whether it s ezocu by all those named hercin as lessor.

11. If, while this lente is in force, at, gr aiter the expiration of the primary term hereof, it i3 mot being continued in force by remwson of the shut-in
well provisions of paragruph 3 hereof, and lesses is nof concducting operatjons said Iand by reason of (1) any law, order, rule or r:rg\nhﬂnn, {whether or
act subsequently determioed to be invalid) or {2) any other cause, whethet pimilar or dissimiler, {except inancial} beyood the reasonsblas control of lcsses,
the primary term hersof shall be extended untl the first monlversary date bereof occwring ninety {50} or more days following the removal of such delay-
ing couse, and thls lease may ba exianded therenfter by operationy as U such delsy had oot ocourrad.

IN WITNESS WHEREOF, this inshument i exacuted on the date [lirst above wrilen.

T £ 1 =

—
JOINT OR SINGLE ACENOWLEDGMENT
TP St Sl ok TPEA W b

STATE OF
COUNTY OF
.1 bertby certify, that on this day, befors me, a

duly . uthordzed o the state snd county afarssaid to take acknowledpments, persovally appeared

to me known Lo be the person described in snd who ozsculsd the foregoing fubrummnt and be -
acknowledged before me that, belng informed of the contemis of the same, be volantarily signed and dellversd
- - . T ke Bewi amd wrmar Pharain  manHanad.
{Individuai)
STATE OF CALIFORNIA

||

COUNTY OF < S &S5-

35,
On Kheetp ¢ = bators e, _L25c_ OS/2Hupnr.
personially appeared S ST E:E‘ . At /'’ 7 Ef H% Public in and for uH_Euu_,

|

OFFiCtaL SEAL

DORt OSTERMAN
NOTARY PUHLIC - CALIFORNIA

| &[]

LOS AMGELES COUNTY
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EXHIBIT A

12. 1In Paragraph 1 of this Lease which sets forth the substances covered
and conveyed by this Lease and describes the lands to which this Lease is
applicable, which paragraph is commonly known as the graating clause, there
gshall be added at the conclusion of the paragraph the following sentence:

"The word gas as used herein shall alsc include coalbed gas, methane,
occluded natural gas and any other naturally occurring gases contained in
or associated with any coal seam, vein, bed, strata or deposit.”

13, Lessor specifically grants to Lessee so much of the surface coal deposit
as 18 reasonably necessary to drill and produce the occluded natural gas found .
in the coal seams. In addition, it is understood and agreed that in order to
obtain maximum efficient recovery of occluded natural gas from coal seams,

Lessee may hydraulically fracture or stimulate the coal seams and adjacent rock.
Lessee shall be specifically relieved of any and all damages of any nature

for any stimulation, and Lessor hereby forever releases and discharges Lessee,

its successors and assigns from any and all liability for such damages, lnclud-
ing loss of coal.

14. Any coal mining Lease or other mineral Lease, whether it be for surface
mining or underground operations, executed subsequent to this Lease shall

be expressly subject to the rights of the Lessee under the terms and conditions
of this Lease. -

SIGNED FOR IDENTIFICATION AND APPROVAL:

fmf ZZ,L&W{

Phillip E. Memoli

e 7 -..

Haxing Memoli

f. eed Tax § __:iﬁ

. A 2. Mip.Tax / A8
= (RN T 3. Recording Feeal 50
A s ow V 4. Indexing Fes ___é:dl?l
3 U ) Rt L 4 | TOTAL é?_d’




