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'OIL., GAS AND MINERAL LEASE
THIS AGREEMENT made this 21st day of Aprii 6 87 e

- Texna 77046

2 benee, WIINESSETH

Lessor {wheihes one or more), whose address is:

g _TERRA RESOURCES, INC., Five Greenway Plaza Fast, Suite 300, Houston
1. Lessor in consideration of M cheLvilj@@ecjﬂféi@emtloﬂ =T

£ w:_ wn hand paid, of 1he soyallics heacin provided, and of The agreemenis ! Leswes hergin conlained, ereby grants, igases and ens enclrsnely
unta L;m-c for 1he pUrpoe of wnvestigalifg, exploring. praspecting. drilling and mimne [oe aod prodming cil, gas and a1l w winraly, cinducing exphordoon
;Folu;m and :qphpnca‘. sUrveys by seismagraph, coTe test, gravmy angd magneiw methods, tygeaang gas, wales and alher Quids, #nd i i subsurlace soaa Iayn‘i
pirk lines, buifding roads, tanks, power siations, 1elzphone lines and othar Seuaaures cort amd nn, over aoyd durove laads uw wlaimed I 1essol :utjat;m and
CoRntijuous thereto, to produce, save, Lake care of, 1r2ai, transport and ou n said producey, and housing its employees, the followang descrbuik fendan . -

Hardin —.. County, Texus, 10-wu

- _Dallars

52.02 meres of land, more or less, in Hardin County, Texas, being twe tracts
described ms follows, to-wlt:

TRACT ONE: 26.071 acres, more or less, being all of Lot 1 of the William Berryman
Survey, A-93, Hardin Ccunty, Texas, and being the sams land descrited

in a Deed from Mrs, Katy Hammen Stricker et al to Youmt-Lee Oil Company,
dated April 13, 1934, and recorded in Volume 128, Page 310, of the

Deed Records of Hardin County, Texas.

.26,01 aeres, more or less, being all of Lot 4 of the William Berryman
Survey, A-93, Hardin County, Texas, and being the same land described
in a Deed from Mrs. Kety Hamman Stricker et al to Yount-Lec 0il Company,
dated April 4, 1934, and recorded in Volwme 128, Pags 249, of the

i Deed Records of Herdin County, Texas.

¥
£

NOTWITHSTANDING ANYTHING CONTAINED HEREIN TO THE CONTRARY, IT IS UNDERSTOCD AND
AGREED THAT WHERFVER THE FRACTION 1/8 (OME-EIGHTH)} APPEARS HEREIN REGARDING
ROYALTY, THE SAME SHALL BE AND IS HERESY CHANGED TO READ 1/4 (QNE-FOURTH).

This lease alia covers and includes all land owned or ¢laimed by Lessor adjacent or contiguous ta the land particularly described above, whether the same be in said
Jurvey of Jurveys of in adjacer: surveys, although not included within the boundatits of the land pariicularly described above, ( }
three
2. This is 1 paid up lcase and subjeet 1o the tiher provisiens hesein contatned, this fease shell be foraierm ol /' ymﬁlcm |ﬁ'135 date {called “'primary term'")
and as Tong Lhereafler asail, gas or other mineral is produced [1om said land or Land with which said land is pooled thereunder.

3. Asroyally, dessee covenanis and agrees: (a) Ta deliver 10 the eredit of lessar, in the pipe line to which lessee may connect its wells, the equal one-gighth part of
2l oil produced and saved by lessee from szid tand, or from vime 1@ time, al 1he option of lessee, to pay Jessor Lhe average posied marker price af such one-righth part of
auch wallz 23 % the dav i iz ren o the pipe ar si0e2ge tanks, dessor's inerest, in cither ease, to bear one-eighih of the cosl ol (reatine @il 10 rgnder it
marketable pipe line ail; {bh o pay lessor foz gas and casinghead pas praduced [rom sasd Fad {1y when sold b lessee, ore-tighth D the amoune sedinzed by lessee, cOm-
puted a1 Ihe mouth of the well, or (2) when used by tessee aff ca3d land er im the manufaciuse of gasoline or atiier producis, one-sighth af the amuusn realized from the
sale of gasoline or other products extrscted therefrom and ane-eighth of the amount realized from the sale of residue gas afier deducting she amount wsed for plant Tuel
and/or camp ession; (c) T pay lestor on all other minerals mined and markeled or utilized by lessee from said land, one-temh eithet in hind oz v alue a1 the well or mine
i Yessee's eleciion, except that o sulphur mined and markeied the rayalty shall be one dallar (51.00) per tong fon. Lf, a1 the expiration of 1he primary tevm ar at any
1ime o 1imas therealtzr, hers 35 any well on ¢aid land or on lands with which said tand or any portion ther¢of hay been pooled, eapable of produsing ail or gag, and all
sueh weils are thac-in, this kase shall, nevertheless, continue in foree as though operations weit being conducisd on said land for 50 long as said wells ara shue-in, and
Ihereafiet 1his lease may be continued in force as if no shul-in had oconrred, Lessee comvenents and agrees 10 use reasonable diligence to produce, utitize, or marker the
minerals eapable af being produced Fron said wells, but in the excrcise of such diligence, lessce shall nos be obligated (o install or Turnish feaililies other than well
facilities and ordimary lense (acilities of Mow hines, separator, and lease 1ank, and shall not be required 10 sextle labor areuble of to marke! gas upon teEms unaccepiahle
to bessee, 11, at any tite of times after the expiravion of the primary term, all such welks zre shut-in for a period of ninely consevuove diys, and during such Lime there
are no operations on said lnd, then au ot belore the expiration of said ninety day periad, tesser shall pay of 1ender, by check of drafl of leasee, as royaity, a sum equal
to one dollae (3].00) far cach sere of tand chen cuvered hereby. Lessee shall make ke payments or lenders al or befare the end of each anniversary of the expirauon of
said nincty day period if ppon such anniversary Lhis lease is being cantinued 1y force solcly by reason of the pravisiens of this paragraph. Each such payment Of tender
shall be made 10 the parties who at the lime af payment would be entitbed 10 receive Lhe royaltics which would be paid under this lease il (he wells were producing, and

may bedeposited in the - - BGHEGE

orils 5. which shaly coniinue a5 the depositories, regardless of changes in the ownership of shut-in royalty. 1921 any rime
that lessez pays of tenders shot-in royally, two or more parties are, or claim ta be, enthled 1o eecrive same. lessee may, an Jicu of any other method of payment herein
provided, pay or temder such shut-in rayalty, in the manner above specificd, cither joiatly 1o such parsies or separaicly to each in accordance with thair respective owner-
shipa thereof, a3 lesice may clect. Any payment hetcunder may be made by cheek af draft of kesser deposired in the mail or delivered 1o the parey entilked 10 receive pry-
nient of 1o a depatitory hank provided for above o5 of before the last date for payment. Nothing herein shall smpair lessee’s right 1o releuse ai provided in paragraph 3
hereof. In the event of acsignmens of this lease in whole or in part, hability for payment hereunder shall rest exclusively on the then owners of this lease, severally as (o
pcreage pwned by tach

4. Lessee, a1 its option, is herehy given 1he right and power 10 poel or combine (he acreage covered by this lrase or any portion thereol as 10 utl and jas, or sither
of them, with any other fand covered by this Iease, and/or with any other land, lease or keases in 1he immed aie vicinity 1kereafl 10 Lhe eatent herewialter sipulated, when
in Lessee’s judgment it is necessary or advisable to do so in order properly 10 explore, of 1o develap and operaie sid leased premases in compliznee with ihe spacing
fules of Lhe Railroad Commission of Texas, o other lawtul autharity, or when te do so would, in Lhe judgmenl of Lessee, promote the canservatian of oil and gas in
and under and 1hat may be produced from said premises. Units poaled for ol hereander shall not subuianually expeed 30 acres cach in arez, and unns powled for gas
hereunder shall not substantially execed in area BAD acres each plus a wleianss of ten percent (10%) thereot, provided 1hat should gowernmeniai authorisy having
jurisdiction prescribe or permil ihe creatian af unitg larger 1han those spesafivd, for the dritling or eptratian 57 wallatare ulor bacabien of fuf DN i MAsLEm
allowable from any welk to be drilled, drilling or aleady drilled, units thersafier created may conform substantially in sze with thee peeseribed or permuced by govern-
mental seguiations. Lesses under the provisians hereof may poal or combine acreage covered by 1hus Tease or any partion thercol as above provided as 1 ail wm any 9oc
or more stena and a5 (0 gas in any one or mose sirata. The units [ormed by pooling as toany siratumn or strata need not cenform in sice of grea with the unit or umis m-
10 wNICA INE Jgase 15 pooled OF combaned 45 (6 ARy S1her sivatum of strana, and oil units need o0t CONTOIM 25 10 rea with gas units, The poaling if 00E OF MUrS INsLaNCes
shall net exhaus the nghts of the Lessee hetennder 10 poo! this lease ar poriions thereof into other unils, Leises shall filc for recard 1n the appropriate cevords of the
county in which the leased premises are situaled an instrument describing and designatmy the pooled Rergage a3 1 pooled uit; and upon such vecardanon the unit shail
be sfizcive a5 10 all partics hereto, their heirs, successors, and gasigns, irrespeclive of wheiher or not the unim s ikewise effective as 1o all oyher awners of surfeve.
mineral, royaly, or ether rights 1o tand included in duch urt. Lessee may au its eleciion eacicise i1s poaling epoon before or aficr commencing aperanions for ar vam-
pleting an oil or gas well on Lhe leased premises, and the pooled unit may include, bt it is 5ol requit ed Lo inciude, land o1 leases upos which a well capable ol producing
oif of gas in paying quanuiics has theretofore been completed or upon which or:ranom Tor the drilling of a well Eor ui) o1 gas have (heresalore been commenced. In the
eveni of operaiions for drilling on or producuon of ail of gai from any part of a poated unil wich includes all or a pottion of the lamd covered by Lhis lease, regardieus
of whet her such uperanens for driling were commenced er such production was se¢ursd Befire ot afier the executien of Ly insteument or Ihe instrament designaliog
the panted unit, such operanions shall be considered as operations for drilling on or producian of o1l or gas from Jand covered by Lhis lease whether o1 not the welt ar
wells be locaiad on 1he premises covered by this 1ease and in such event opeeations far drilling shall be deemed 1o have been commenced on said kand ithin the meéaning
of paragraph $ af this lease; and 1he eniire acreage consnanng such uni or unds, #s to oif and gas, or enher of them, as hersin provaded, shall be treated for all pur-
poses, exceps the paymem of royalities en production f1om Lhe pooted unit, as if the same were included in 1his leass For the purpose of compuning the rayalses 1a
which owpers of royahies and paymenis out af production and ¢azh of them s hall be entitked en praducion af ol and gas, o eihes of them, from oz puoled uniy, there
shall be nllocated 10 1he land cavered by this lease and included in said unit {0 1o ¢ach separate 1ract wathin the Unin1f this Jease covers separale (Facts withinthe unil) 3
pro caa portion of the oil and gas, or ither ol them, produced fiun the pooled unit alicr deducling that used for aperations onihe paoled uni. Suzh atlocation shalt be
On an acreage basis—thal it 10 say, there thall be ellocared wahe aceeage coversd by this lease and ncluded in 1he pooled unitdor 10 each separare traxt watiin the upinf
Ihis lease covers separaie (ecls within the unit) thar pro rus portien af the oiland gas. o1 either of them, produced from the pooled uni which ihe nurmbes of surface
acres covered by Lhis lease (o in ¢ach such separate 11act) and includad in the pooled unis beats 10 the 1etal number of surlace acres included in the pooled unis.
Royalsies hereunder shall bs compuicd on the portion of such productisn whether 1t be oil and gas. o zicher of them, so allocared Lo the land cenered by this lzase and
included in 1he uni just as thevgh such produciion were from such land. The predutiicn fram an oil well will be consiieied s production from the lcase or oil pouled
uait from which it is producing and not as production from a gas pacled unil: and produciion from a gas well will be considered as production from the lease 07 gas
paoled unit From which it is praducing and not from an ol pealed unil. The formation of any unit hereunder shalt nat have the effees of changing the ownership of any
shut-in production royalty which may become payabiz under this lease. 1T this leasc now o1 herealter covers separale tracts, no peoling ¢r undization of zoyally interest
a5 between any such teparate (racis is intended or shall be imphied ov result merely from the inclusion of such sepatate iracls wathin 1his lease bt Lessee shall never:
theless have the right 16 poal as provided above with consequent aliocation ¢f production as above provided. A used in this paragraph 4, the wards "'separate tract™
mean any iract with royahy owncrship dif fering, now of hereafier, gsiher as 10 parlics or amaunis, from that as 1o any other part of the teased premises.
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3. 1Tt the expirasion of the primary term . oil, gas. or other mineral Is a1 being produced on said land, or from tand pooled therewith, bul Lessee is then
engaged in drilking ur rewerking operanions therean, of shall have completed 3 dry hole thereon within 60 days prior to the end of the ary 1erm. the lease snall
remain in lorce so lung as vperations an said well or for dritling or reworking ar any additional well are proseciited with 1o cessation of more than 60 consecutive days,
and if they resylt i the aroduction of ail, gas or ather mineral, so long therealler as oil, gas, or ather minera! is produced fam said land, or from lang poolcd
theresith. 11, alier the espiratian of the primary derm of this lease and afier <il, g2s, or ciher mineral Is produced from said 1and, or From land pooled therewith, the
Production theceol shauld cease from any cause, this lease shall ol terminats af Lessee commences operations for drilling or feworking within &0 days alier the
cessation of tuch produsiion. b shall iemain in force and ¢ flect s0 long as such operations are Ip!osecu(ed with no cessation of mare than 60 consecuiive days, and if
thes resultan the produgiionof ofl, gas. o oiher mikeral, so long therealler as oil, gas. or arher minerslis produced from said land. ar from land pooled therewith, Any
podled und devignaied by Lrssee in acenrdance with the terms hereof, may be dissolved by Lessee by instrument filed (on record inthe approptlate records of the ounly

me dlter lhe completion of adty hote or 1he cetsation of production aa yaid unil, In the event 1 wall or wells producing

in which Ihe leased premises are situated at any
@il or §as 10 pasmg yuaniitics should be brought in on adjacest land and within 330 fect of and draining the leased prermises, or land pooled therewith, Iedsec agrees (o
umstances. Lessee may a1 any lime execure and déliver to Lessar

drilt such alTset well or wells as 3 eeasonably prudent operator would drill under the same ar similar gire:
portions of the above dessribed premises and theseby surrender this lease 23 10 sueh portian of portions

or place ol reverd a ielease or teleases covering any partion or
and be relieved of all obligations as te 1he acrenge surrendered.

6. Lessee shall hava ahe right at any time during or alter the cxpiration of his lease 10 remove all prapeny and fixtures placed by Lessee an said land, indeding

the rightto draw and remave aHl casing. When required by Lessor, Lessee will bury all pipe lines below ardinary plow depih, and no well shall be drilled wirthin (wo hur-
dred (200 feer af any residence of barn now on said Tand without Lessor's consent.

7. The rights of rither party hercunder may be assigned in whole or in pan, and
vhange " ision inownership of the land, or toyallies. however accomplished, shall o
or divisien in such ownership shall be binding on Lessee semil ihinty {30) days after Less
business with m cesiilied copy of recorded tistrumem of insiFumicnts evidenci

the provisions hereof shall entend to their heirs, successurs and assigns; but no
perate te enlarge the abligations or diminish the sights of Lessee; and no change
ee shall have been furnished by regisiered U.S. mail al Lessze's principal place of
ng same. In the event af assignment hereol in whole or in part, liability for breach of any
obligation hereunder shaill rest exclusively wpon the awner of this kease pr of a portion thereof who commits such breach. IF six or more patties become entitled to
royaley hereunder, Lessee may withhold paymem thereof unless and uniil furnished with 3 recardable instrument executed by all such pares designaring an agem 1o
receive paymeni for all,

8. The breach by Lessee of any obligation arising heteunder shall pat woth, a for Feiture or termination of this lease nor cause a earmination or reversion of the
estare areated hereby nor be grounds for vancellailon hereof in whale gr in part. No obligatian teasonably 1o develop the leased premises shall asisc during the primary
1erm_ Shoutd oil, gas or other minerz| in paying quantities be discoversd on said premises, them afler the expiration of the primary 1etm. Lexter shall develop the
acreage retained hercunder a4 a reasonably proden: eperstor, but it dischaiging this gbligation it shall in no evenl be required to drill more than one well pet larty (40]
acres of (he area retained hereunder and capahle af ptoducing oil in paying quaniities
acres of 1he area retained hergundder and capable of producing gas or other mineral in payirg quamiries. If after the expuration of the primary term, Lessor considers
vha operations are nol at any wing being canducied in compliance wuth this lease, Lessor shall notify Lessee in writing of Lhe lacis eslied upan Bs constituting a breach

nereal, and Lessee, il indefaul, shall have sixty days afier seceipt ol such nolice in which 1o commence the com pliance wath the obligaiions imposed by virtug of thin in-
sttument.

. Leasor hereby warranis and agrees 10 defend the tithe 4o said land and agrees that Lessee at its oplion may discharge any tax, morigags of other lien upon said
Iend, cither in whole or inpart, andin even Lessee does so. il shall be subrogated to such lien wich righs so enforce same and apply royalties accruing hereunder 1oward
satisfying xame. Withaus impairment of Lesste’s rights wrder the wartanly {n event of failure of itle, il = ageeed that if this lease covers a igss inlerest in the ail. gus.
salphur, or svher minerats in 8 o1 any part of said Iand than the entire and undivided fec s mple extate {whether Lessors interest is het¢in specilied or nor), er no in-
1ecest therein, then the royalties, and giher monies aczruing from any part as to which this lease covers less than weh Full interest, shall be paid only in the proportien
which the interest cherein, if any, covered by this lease, bears 1o the wholz and undivided lee simple eszate therein. Al royalty interest covered by cthis lease (wheiber or

not owned by Lesser) shall be paid out of the royaliy ferein provided. Should any one or moee of the parties named above as Lessors fall 10 exceme this lease, it shall
aevertheless be binding upon the pany or perties execuling the same,

10. Should Lessce be prevented from complying with any express or implied covenari of this tease, from cenducting driliing or reworking aperationy thereon o7
from praducing oil or gas therefrom by season of scarcity of of inability to ebiain of to use Equipment o material, or by operation of foree majeure, and Federal of
stale law or any order, tule or regulation of guvernmenial s hority, then while 5o prevented, Lesseets obligation to comply with such cavenant shall be uspended,
and Lessee shall not be liable in damages Tor Tnflure 10 comply therewilh; and this lease shull be extended while ni 90 fong as Lesser is prevented by any such cause

fruin eondusiing drilling or reworking eperadans on of liom preducing oil or gas froan the kease premises; and the lime while Lessee it 0 prevenied shall not be coused
dgains Lessee, anything in this leasc Lo the eontrary petwithstanding.

[N WITNE3S WHEREOQF, this insfrument is cxecuted on thedace first nbave wrilten,



