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OIL AND GAS LEASE
AGREEMEN‘I‘ Mﬂ:mdmmdmmwmm.bymm
IQLIGWald Couug_"l!nml Q E:hn, 00806!5 ,hmaﬂﬂﬁ]lﬂdlﬁm(whﬂhermorm)
and __Apollo Operating, ELC whose address is
1557 n i CO 80218 hercinafter catled Lessee:
WITNESSETH, that the Lessor, for and in consideration of smeeees-Ton and Mortraeeee—w—— DOLLARS
cash in hand paid, the receipt of which is hereby acknowledged, and the covensnts and hereinafter contained, has.

agresments grented,

demised, leasad and let. and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land hersinafier

described, with the exclusive right for the purpose of mining, exploring by geoplhysical and other methods, and operating for and

producing therefrom ol and all gas of whatsoever nature or kind, spevifically including coalbed methane and any and all substances

produced in agspeiation therewith from coal-bearing formations, with rights of way and easements for laying pipe lines, and erection

of structures thereon to produce, save end take care of said products, all that certain tract of land situated in the County of
Weld __, State of Colomado deseribed as follows, to-wit (“Leased Premises™):

ZTownship 7 North, Ranpe 65 West, 6 P.M,
Section 20: W/2 of the NW/4, Weld County, Colorado.

and containing . . 80 ., #eres, more or less. This lense shall specifically include coalbed gas and included gas from coal seams,
1.1t is agreed that this lease shall remain in force for a term of three (3) years, and as Jong thereafter as oil or gas of whatsoever
namreorkmd,spemﬁulbmdu&ngmdbedmeﬁmmdmymdﬂlmbmpm@wdmmmﬂmmmﬁmwﬂbeamg
formations, is produced from said [¢esed premises or on acreage pooled therewith, or drilling operations are continued as hereinsfter
provided, If; at the expiration of the primary tenm of this leass, oil or gas is not being produced on the leased premises or on acreage
pooledﬂmemmbml.musmmmgagadmdnnmgmwmhngopmnmsthmn,ihmﬂﬂsluseshallmmemﬁamsu
Iong as operations are being continuously prosecuted on the Jeased premises or on acreage pooled therewith; and operations shall be
considered to be continuously prosecuted if not more than ninety (90) days shall elapse betwesn the completion or abandonment of
one well mdﬁcbeg:mmgofopmmforﬂmdnllmgofasuhsequmtwell If afier discovery of oil or gas on said kand or on
acreape pooled therewith, the production thereof should cease from any cavse after the primary term, this lease shall not terminats if
Lesses commences additional drilling ar re-working operations within ninety (90} deys from date of cessation of production or from
date of completion of dry hole. Ifoxlorgassha.llbed:soweredandpmdueedaﬂrmﬂtofmhopmnsuormerthemmon
ofﬁcpnmwummwwmwlmmmforwmhngsmlorwuproduwdﬁ'vmthclwedpmmoron
acreage pool
In the event a well or wells are drilled and completed on the lands, or on the 1ands pooled therewith, for the purpose of developing
coalbed gas, the word "operations” shall mean, maddluonmﬂ:mmmetseweudmmep:mdingmmoq(l)opmonsofmd
peraut:nsdn 11ot1'0'.-a|1.11‘,r them dh wmﬁcmmms o o Wofsuch a)gumng-su Mczemdmomnmngmmghm
0 t in production n es in or
production from said wells to allow for surface or underground wmaﬁemngmmllmorwllbm

2.Thisisa PAID-UP LEASE. Inconmderauonofﬂ\edownmhpaymml, agress that Lessee shall not be obligated, except
as otherwise provided hercin, to commence or contimye any operations during the primary tenm. Lessec may at agy time or times
dmngoraﬂ:nhepmmytmnsunmdcrm:slﬁseaswallorwpomonnfsudlandandasmmymormbydelwmngto
Iﬂmrorbyﬁlmgﬁrmo:dnelasemrcluses, and be relicved of ali obligation thereaftor aceruing as to the acreage surrendered.

In consideration of the premises the said Lessee covenants and agrees:

lst To deliver to the credit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the equal
fifteen percent (15%) part of all oil producsd and saved from the leased premises.

2nd. Toprmongasmdcamgheadgupmducedﬁwnmdhnd(l)whcnsnldby[.nue.ﬁﬂumpmt(ls%) ofthenet
proceeds derived from guch sale, or (2) when used by Lesses off szid Jand or in the menufacture of gasoline or other products, the
market value, at the mouth of the well, of fifteen percent (15%) of such gas and casinghead gas, Lessor’s interest, in ither case, to
bear fifteen percent (15%) of the cost of compressing, deliydrating and otherwise treating such gas or casinghead gas to render it
mrkembleurusahlemdonwghthofﬂwmofgam«mgandmspomngmgaundming}mdgasﬂmlhemouﬂwfme
to the point of sale or use,

3rd. To pay Lessor for gas produced from any oil well and used off the premises or in the manufacture of gasoline or any ather
product a royalty of fifteen percent (15%) of the proceeds, at the mouth of the well, payable monthly at the prevailing market rate.

4.Where gas from a well capable of producing gas is not sold or used, Lesses may pay or tender a5 royalty to the royaity owners
One Dollar ($1, 00) per year per net royalty acre retained hereunder, such payment or tender to be made on or before the anniversary
date of this lease next ensuing after the expiration of ninety (90) days fSrom the date such well is shut 1n and thereafier on or before the
mmvumydmufthislmsedumgmepmodsudnwdhsshmm If such peyment or wnder is made, it will be considered that gas is

within the meaning of this lease.

SI said Lessor owns a less interest in the above described land than the entive and undivided fes simple estate therein, then the
royalhu(mc]udmgwshut-mgasroyalty)hﬂ'emmwdedfm'shaﬂbepmdﬂmbmmlymlhepmpommwhwhmsmm
bears to the whole and undivided fee.

6,.Lessee shall have the right to use, free of cost, gas, ol and water produced on said land for Lessee's operation therson.

7.When requested by Lessor, Lessee shall bury Lessee’s pipe line below plow depth.

8.No well shall be drilled nearsr than 200 feet to any house or bam on said premises without written consent of Lessor,

9.Lesses shall pay for damages caused by Lessee’s operations to growing crops on said land.

le.LsseeshﬂIhweﬂnenghtatmyumemmwenﬂwhmeqmdﬁammphmdmwdms:gmchdmgﬂtcn@tmdmw

TMOVE Cas|

11 Thenghuof!&sormdlﬁseehﬁamduwheamgned in whole or part. No change in ownership of Lessor's interest (by
assignment or otherwise) shall be binding on Lessee until Lessee has been furnished with notice, consisting of certified copiesof all
recorded instruments or docusments and other information necessary to cstablish a complete chain of record title from Lessor, and then
only with respect to payments thersafter made. No other kind of notice, whether actaal or constructive, shall be binding on Lesses.
No present or future division of Lessor's ownership as to diffevent portions or parcels of said land shall operate to enlarge the
obligations or diminish the rights of Lessee, and afl Lesses's operations may be conducted without regard to any such division. Ifafl
or any part of this lease is assigned, no Jeasehold mwshaﬂbelhbleformymormissimofanyotha—lwseholdmm.

12.Léssee, at its option, is hereby given the right and power at any time and from time to time &3 a recurring right, either before or
after production, 23 to all or any part of the land described herein and as to any one or more of the formations herexnder, to pool or
utilize the leasehold estate and the mineral estate covered by this lease with other [and, lease or leases in the immediate vicinity for the
produnuonofollandgm,orsqamly for the production of either, when in Lessee’s judgement it is necessary or advisable to do so,

ive of whether authority similar to this exists with respect to such other land, lease or leases. Likewise, units previously

formedm inelude formations not producing oil or gas, may be reformed to exclude such non-producing formations. The forming or
rmumngofanyunushallbe accomplished by Lessee executing and filing of record a declaration of such unitization or reformation,
hich declaration shall desizibe the unit. Any unit may include Jand upon which awell hes theretofore been completed orupon
whwhopaaﬂonsfordmlmghav:thmfor:bemwmeneed. Production, drilling ar reworking operations or & well shut in for
want of a market anywhece on 2 unit which includaa!lwapanufd:nslasesha!lbeu'mdaslfawmmducnon,dnllm or
reworking operations or 8 well shut in for want of a market under this lease. In lieu of the royalties elsewhere herein specified,
including shut-in gas royalties, Lessor shall receive on production from the unit so pooled royalties only on the portion of such
production allocated to this lease; such allocation shall be that proportion of the unit production that the total of surfisce acres covered
by this 1¢ase and included in the unit bears to the total number of surface acres in such unit. In addition to the foregoing, Lessee shall
have the right to unitize, pool or combine all or any part of the above described lands a5 to one or rore of the formations thereunder



 mmpm

i i arca ing into a co ive or unit plan of development or operation approved by any
et avhociy s, Sone e S with ks spprovad, to iy, change r teminae ny suc plan f sgrocmestand, i
governmental authority and, time, approval, ) -
such event, the terme, conditions and pmvisinnsofﬂlkluscshaﬂbedeemedmdlﬁedmponfomtoﬂi9t.ﬂm,mdlmmd
pmviﬁmofuehappmwdwopmﬁwumhplmofdwdopmﬂmopmﬁmuﬂ,gmﬁnﬂuly,ﬁldnllmgat_lddmlopmun
requirements of this lease, express or implied, shﬂlbeuﬁsﬁedbywmpﬁmwwnhmedrﬂhngmdemlopmmumgofm
plmorageemunt,andtbisluseshﬂlnotminmormmduringﬂ:eliﬁeofmmhplm_mragxegnent. In the event that said shove
described lands or any part thereof, shall hereafter be operated undes amy such cooperative or unit phin of development or operation
whuebymepmducdonmﬂmmBﬂlomﬁmdifﬁumtpmﬁmsoﬂh:lmdmvugdhymdplm&mth:m@mmﬂhme@m
any particular tract of land shall, for the purpose of computing the royalties to be paid hereunder to Lessor, be regardedas having
beenprod.ucndﬁnmthepmiclﬂarmoﬂanﬂwwhir.hitisaﬂwmdmdnmmawoﬁumdland;mdmemymypuymmtsw
be made hereunder to Lessor shall be based upon production only as so allocated. Lessor shalt formally express Lessor's conseut to
uympumvmmnpmufdmlopmmmpmﬁonmwmmdnmmﬁwmygovmmnlwwmmﬁns
the same upon request of Lessee. .

13.AllWorimpliedwwnmﬂofthislmeshﬂlhcmhjeamallﬁdm]andSlews,Bxewtchrdcrs,Rulsor
Regulations, and this lease shall not be terminated, in whole or in part, nor Lessee held liable in damages, for fadlure to comply
therewith, ifomnpliameispmmwdby,orifsudlﬁﬂureisﬂmmmhoﬂmymuw,mdﬁ,knleorneguhﬁon. This lease shall
nmbemnimdinwholeorinmmmehddliableindmgu,bmofampoﬂlyuustﬁonofpmducﬁmorofdrﬂling
opmﬁnnsduemmuakdmofequipmmtorduemmcrepdﬁngofswdlorwells,orbmcofﬁilmtoeomplywilhanyofdm
wcpresorimpliedpmvisinnsofﬂxismum&ilmkmcmukofmmufmmmm,w,hd:ofmm
act of God, strike, fire, explosion, floed, or any other cause or foroe majéure reasonably beyoud the cantrol of Lessee. If Lessoe shall
bemwmnedduringﬂwlastsbc(ﬁ)mmﬁsofthcpﬁmawmhemfﬁom&ﬂlhgawdlhﬂmmdﬂbyﬁworduofwwnsﬁmm
anﬂmrityhavingjmisdicﬁonﬂ:ma-,orifLmes]wuldbsunableduringsaidperiodtodrﬂlawellh:mmderdmtoequipnm
myhﬁeﬁﬂhgmmfnmbehgwﬁhbhmmofwmbeymdﬂnmofLme.dreprimarymmofﬂais
lease shall continue until six (6) months after sald order is suspended and/or said equipment is avallable, but the Lessee shall pay
delay rentals herein provided during such extended time.

14. Lessor hereby wartants and agrees to defend the title to the lands herein described, and agrees that the Lessee shall have the
right at any time to redeem for Lessor, by payment, any me taxes or other liens on the above described lands, in the event of
default of payment by Lessor and be subrogated to the rights of the holder thereof, and the undersigned Lessors, for themselves and
their heirs, successors and assigns, bereby surrender and nelcass all right of dower and homestead in the premises described herein,
insofar as said right of dower and homestead may in amy way affect the purposes for which this lease is made, as recited herein,

15. For the comsideration herein recited, if during the term of this lease (but not more than 20 years afier the date hereof) Lessor
receives a bona fide offer from eny party to purchase a new lease covering all or any part of the lands or substances covered horeby,
and if Lessor is willing to accept such offer. then Lessor shall promptly notify Lesses in writing of the name and address of the offeror,
and of all pertinent terms and conditions of the offer, including any lease botus offered. Lessee shall have aperiod of 30 days after
receipt of such notice to exercise a praferential right to purchase anew lease from Lessor in accordance with the terms and conditions
of the offer, by giving Lessor written notice of such exercise. Promptly thereafter, Lessee shall furnish to Lessor the new lease for
execution, along with a time draft for the lease bonus conditioned upon exscution and delivery of the leass by Lessor and approval of
title by Legses, all in aceordance with the terms of said draft. Whether ornot Lessee exercises its preferential right hereunder, then as
long as thig lease remaing in effect any new lease from Lessor shall be subordinate t this lease and shail not be construed as replacing
or adding to Lessee’s obligations herennder.

16. For the consideration herein recited, Lessor hereby grants to Lessee the exclusive right and option to extend the pelmary term
of this lease for three (3) additional years by mailing to Lessor at the address listed on this lease, on or before the end of this primary
term, 2 bonus consideration equal to one hundred percent (100%) of the bonus consideration originally pzid for this lease, which
payméent shall represent payment in full of consideration for thiy extension.

17. Should any one or more of the partics hercinabove named as Lessor fail 1o execubs thix leasc, it shall nevertheless be binding
upon all such parties who de execute it as Lessor. The word *Lessor,” ag used in this lease, shall mean any one or more or all ofthe
parties who execute this lease as Lessor. All the isions of'this lease shall be binding on the heirs, suocessors and assigns of Lessor
and Lessce, and this lease shall cover and hind all interest of the Lessor which may be aequired subsequent to the date of this lease
which Lesscr may hereafter acquire by way of reversion or otherwiss,

IN WITNESS WHEREOF, this instrument is executed as of the date first above written.

dilhiSatane Dugemon SR

sTatEOF _(fosade 3

co oF, } We { & }oss ACKNOWLEDGMENT—INDIVIDUAL

BEFORE ME, the undersigned, a Notary Public, in and for said County and State, on this 22 *Y day of
ey 2006 personally appeared Cart Lawrie Larson & Svvilla J, Larson

the identticel persari(s) deseribied in and who executed the within and foregoing instrument of yy pd nekmowledgesd to me that
ﬂ:cydnlymmdﬂwsameasﬂmirﬁmandvolmmymwddmdﬂorﬂwmm et Sty %,
Fx 2%
IN WITNESS WHEREOF, [ have hereunto set my hend and affved my notarial seafitey e add S8 ast aovg wrina.
My Commission Expires: 5-23-09 'Ei,'_ i8
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