OIL AND GAS LEASE

AGREEMENT, Made and entered into the 29th day of Hay +19 97 . by and between
_Ethel I. Hibbard and Helen Claypool Edwards

Virginia 23454
whose post office address is 1405 Flurry Court, Virginia Beach, ﬁlrrrin:lter called Lessor (whether one or more) and

Shear, Inc. whose post office address iP__O.._BD.x—Zﬁﬁi,—AGr-and_J_uEt. g&ﬁar&?éalhaﬂdlécgs%c:

WITNESSETIL That the Lessor, for and in consideration of _Ten_and more DOLLARS
cash in hand paid, the receipt of which is hereby acknowledged, and the covenants and agrecments Rereinaiter contained, has granted, demised,
leased and let, and by these presents does grant, demisze, lease and et exclusively unto the s1id Lessee, the land hescinafter described, with the
exclusive right for the purpose of mining, exploring by genphysical and vther methods, and operating for and producing therefrom oil and all gas of
whatsoever nature or kind, with rights of way and casenients for laying pipe Imcsfindltacclinu of structures thereon to produce, save and take care

e

of said products, all that certain traet of land situated in the County of
State of Colorado . described as follows, to-wils

PRODUCERS BB-PAID UD 3 < =
Rev. 5-60, No, 2 3&. /
~y

Township 6 South; Range 94 West, 6th P. M.
Section 29: That part of Lots 5 and 6 lying

Southerly of the agﬂhty Road
Section 32: EINW}, NWiNWi

ive (5) years fromJune 30, 1997

and contaiming_ 180.00  .crs more ortess. Thisflease shall specifically include coalbed gas.

1. It s agreed that this lease shall remain in force for a term of = & and as long thervalter as oil or gas of whatsoever
nature or kind is produced from said leased premises or on acreage pooled tierewith, or drilling operations are continued as hereinalter provided,
If, at the expiration of the primary Lerm of this kease, oil or gas is not being produced on the leased premises or on acreage pooled therewith but
Lessee is then engaged in drilling or re-working operatinns thereon, then this fease shall continue in force so long as vperations are being continu:
ously prosecuted on the leased premises or on acreage pooled therewith; and operations shall be considered Lo be continuously prosecuted if not
more than ninety (90) dayvs shall clapse between the completion or abandonment of one well and the beginning of operations for the drilling of a
subsequent well, If after discovery of vil or gas on said 1and or on acreage pooled therewith, the production thereol should cease from any cause
after the primary term, this lease shall net terminate if Lessee commences additional drlling or re-working operations within ninely (90) days from
date of cessatlon of production or from date of completion of dey hole, 1f oil ur gas shall be discovered and produced as a result of such vpera-
lions al or after the expiration of the primary term of this lease, this lease shall continue in foree 50 lang as oil or gas is produced front the leased
premises or on acreage pouvled therewith,

B Thisisa PAID-UP LEASE. In eonsideration of the down eash payment, Lessor agrees that Lessce shall not be obligated, except as other-
wise provided herein, (o commence or continue any operations during the primary tenin. Lessee may at any time or thmes during or after the pri-
mary term surrender this lease as to all or any portion of said land and as to any strata or stratum Ly delivering to Lessor or by filing for record a
release or releases, and be relieved of all obligation thereafter accruing as Lo Lhe acreage surrendered.

3. In consideration of the premises (he said Lessee covenants and aprees:

1&l. To deliver to the eredit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the equal one-eighth

(118) part of all 0il produced and saved from the leased premises, 4

2nd. To pay Lessor onc-cighth (1/8) of the gross proceeds cach year, payable quarterly, for the gas from each well where gasonly is
found, while the same fs being used off the premises, and if uswed in the manufacture of gasoline a rovalty of one-ighth (1/8), payable
monthly at the prevailing market rate for gas,

3rd. To pay Lessor for gas produced from any oil well and used off the premises or in the manufacture of gasoline or any other product

2 rovally of one-eighth (1/8) of the proceeds, at the mouth of the well, gayable monthly at the prevailing market rate.

4. Where gas from a well capable of producing gas is not sold or used, Lessee may pay or tender as royalty 1o the rovally owners One
Dollar per year per net royalty acee relained hercunder, such payment ur tender Lo be made on or before the anniversaty date of this lease next
ensuing aflter the expiration of 40 days (rom the date such well is shut in and thereafier on or before the anniversary date of this lease during the
period such well is shut in, If such payment or tender Is made, it will be considered that gas Is being produced within the meaning of this lease,

5. If said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties
tineluding any shut-in gas royalty) herein provided for shall be paid the Lessor only in the proportion which Lessor’s interest bears Lo the whole
and undivided fee,

6. Lessee shall have the right 10 use, free of cost, gas, oil and water produced on said land for Léssee’s operation thercon, except water from
the wells of Lessor,

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

8. No well shall be drilled nearer than 200 feet to the house or barn now on said premises without written consent of Lessor,

9. Leseee shall pay for damages caused by Lessce's operations to growing creps on said land.

10, I.xs;n‘ shall have the vight at any time to remove all machinery and fixtures placed on said premises, including the right to draw and
remove casing.

11. The righls of Lessor and Lessee hereunder may be assigned in whole or part. Na change in ow nership of Lessor’s interest (by assienment
or otherwise) shall be binding on Lessee until Lessea has been furnished with notice, consisting of ceriificd copies of all recorded instruments or
documents and other information necessary to establish a complete chain of record title from Lessor, and then only with respeet to payments
thereafter made. No other kind of notice, whether actual or constructive, shall be binding on Lessce, No present or fulure divislon of Lessor's
ownership as Lo different partions or parcels of said kind shall operate to enlarge the ublizations or diminish the rights of Lessee, and all Lessve’s
operativns may be conducted withoul regard Lo any such division. 1€ all or any parl of this Jease is assigned, na leaschold owner shall be Hable for
any acl or omission of any other leasehold owner.

12, Lessee, al ils option, is hereby ghven the right and power at any time and from time to time as a recurring right, efther befare ur after
production, as fo all or any part of the land described hercin and as to any one or more of the formations hereunder, (o ponl or unitize the ledse-
hold estate and the mineral estale covered by this lease with other land, lease or feases In the immediate vicinity for the production of oil aud gas,
or separately for the production of vither, when In Lessee's judgment it Is necessary or advisable to do so, and irrespective of whether avihority
similar to this exists with respect to such other land, lease or leases. Likewise, units previously formed to include formations not producing oil or
gas, may be reformed Lo exelude such non-producing formations, The forming or reforming of any unit shall be accomplished by Lessee exceuting
and filing of record a declaration of such unitization or reformation, which declaration shall describe the unit. Any unit may include land upon
which a ywell has theretofore been completed or upon which operations for drilling have theretofore been commenced, Production, drilling or ie-
waorking operations or a well shut in for want of a market anywhere on a unit which includes all ar a part of this lease shall be treated asif it were
production, drilling or reworking operations or a well shut in for want of a market under this lease. In licu of the royaltics elsewhere herein specl-
fied, including shul-in gas royvallies, Lessor shall receive on production from the unil so paoled royalties only on the portion of such production
allocated to this lease: such allocation shall be that proporlion of the unit production that the tolal number of surface acres coverzd by this lease
and Included in the unit bears to the total number of surface acres in such unit. In addition ta the foregoing, Lessee shall have the rizht to unitize,
poo), or combine all or any part of the above described lands asto one or more of the formations thercunder with other lands in the samy general
area by entering into a coopcrative or unit plan of development or operation approved by any governmental authority and, from time to time,
with like approvsl, to modifly, change or lerminate any such plan or agreement and, in such event, the terms, condilions and provisions of this
lease shall be deeined modified to conform to the terms, conditions, and provisions of such approved coaperative or unil plan of develepment or
operation and, particularly, all drilling and development requirements of this lease, express or implied, shall be satislied by complisnce with the
drilling and development requirements of such plan or agreement, and this lease shall not terminate or expire during the life of such plan or agree-
ment. In the event that sald above described lands or any part thereof, shall hereafter be operated under any such cooperative or unit plan of
development or operation whereby the production therefrom is allocated to different poztions of the land covered by sald plan, then the produc-
tion allocated to any particular tract of land shall, for the purpose of computing the royalties to be paid hercunder o Lessor, be regarded as having
been produced from the particular tract of land to which it Is allocated and not to any other tract of land; and the royalty payments to be made
hereunder to Lessor shall be based upon production only as so allocated. Lessor shall formally express Lessor's consent to any cooperalive or unit
plan of development or operation adopted by Lessee and approved by any governmental agency by execuling the same upon request of Lessee.

13. All express or implied covenants of this lease shall be subject Lo all Federal and State Laws, Executive Orders, Rules or Regulations, and
this lease shall not be terminated, in whole or in part, nor Lessce held liable in damages, for failure to comply therewith, if compliance is prevented
by, or if such fallure is the result of, any such Law, Order, Rule or Regulation.

14. Lessor hereby warrants and agrees ta defend the title to the lands herein deseribed, and agrees thal the Lessee shall have the right at any
time to redcem for Lessor, by payment, any morlgages, taxes or other licns on the above desczibed lands, in the event of default of payment by
Lessor and be subrogated {o the rights of the holder thereof, and the undersigned Lessors, for theniselves and their heirs, successors and assigns,
hereby surrender and release all right of dower and homestead in the premises described herein, insofar as said right of dower and homestead may
in any way affect the purposes for which this lease is made, as recited herein,

15, Should any one or more of the partics hereinabove named as Lessor fail to execute this lease, it shall nevertheless be binding upon all
such parties who do execute it as Lessor. The word “Lessor,” as used in this lease, shall mean any one or more or 2ll of the parties who execute
this lease as Lessor, All the provisions of this lease shall be binding on the helrs, successors and assigns of Lessor and Lessce.

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

Ethel I. Hibbard elen Cla)'pc;gi ‘Edwards
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