::\gzggswsu-rma AR20607?* . - OIL AND GAS LEASE - T k
Rov. 1088 PAlD uP Y /
THIS AGREEMENT, made and entered Into as of the l4th. day of Apr i1 e , 19 86 , by and between

Kenneth E. Andersen and Sandra E. Andersen, husband and wife
1490 E. 8th. Street
Greeley, CO 80631

herelnatter called “Lessor” (whether one or more) and

Sunshine Valley Petroleum Corporation, 950 Stafford,

Casper, Wyoming 82609 herelnalter called “Lessee”, WITNESSETH:
1. Lessor, tor and In consideration of the sum of Ten and more DOLLARS (SML.).

In hand pald, of the royalties hereln provided, and of the agreemenis of Lessce herein contained, hereby grants, demises, leases and lets exclusively unto Lessee the
land hereinafler described, for the purpose of investigating, expioring and drilling for, producing, saving, taking, owning. transporting, storing, handling and ireating oll
and gas, together with ait rights, privileges and easements usetul lor Lessee’s operalions hereunder on said land and on lands In the same fleld, including but not

{imited to the following righta: to lay pipe lines; to build roads; and to construct tanks, pump and power stations, p and lcati lines, and other structures
and tacilities. The phrase “oil and gas”, as used |n this lease, shall embrace all hydrocarbons, as well as other substances produced therewith. The said land included
in this lease Is situated in the County of Weld , Stete of Colorado , and Is described as foliows, to-wit:

Township 5 North, Range 65 West, 6th. P.M.
Section 3: All that part of the WhSW%SWY% lying South of
the Ogilvy Canal.

See Exhibit A attached hereto and, by this reference, made a part hereof.
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Including all oll and gas underiying lakes, streams, roads, easements and rlghh-ot-way which traverse or adjoin said land; and including all lands owned or claimed by

Lessor as a part of any tract above described; and containing acres of land, more or less, hereby releasing and walving
all rights under and by virtue of the homestead exemption laws of this state. This fease shail cover all the interest in sald land now owned by or hereatter vested In Lessor.
For the purpose of calculating any payments based on acreage, Lessee, al Lessee’s option, may act as if said land and Its constituent parcels contain the acreage above
stated, whether they actually contain more or less. Lessee may inject water, gas or other substances into any zone or stratum underlying said land and not productive of
fresh water.

2. Subject 10 the other provisions herein contained, this lease shall remain In torce for a period of one_(1) yeartrom the date hereo!,
called “primary term"”, and therealter so long as oll or gas is produced {rom sald Iand hereunder, or Lessse Is engaged In drilling or reworking operations on said land
hereunder.

3. Royaitles to be paid Lessor are: (a) on oll, one-eighth (%) of that produced and saved trom sald land, to be defivered at the wells or to the credit of Lessor into the plpe
line to which the wells may.be connected; Lesses may from time to time purchase any royaity oli. paying theretor the marke! value in the field where producod on the day it
Is run to the plpe line or storage tanks; (b) on gas, including casinghead gas or other gaseous substance, produced from sald land and sold or used, the market value at the
well of one-eighth (') of the gas so sold or used, provided that on gas sold at the well the royalty shall be one-eighth (%) of the amount reallzed trom such sales; (c) on other
subsiances produced with oli or gas, and covered by this lease, one-elghth ('4) of thelr value at the well. Where gas from a well capable of producing gas is hol sold or used,
Lessee may pay or tender as royaity the sum of One Dollar ($1.00) per acre per year on the acreage then held by Lessee heraunder, such payment or tender to be made on
or before the anniversary date of this lease next ensuing atter the expiration of ninety days (90) after the date such well is shut in and thereatter on or bsforo the anniversary
date of this lease during the period such well is shut in. If such payment Is made. it will be considered thal gas is being produced within the momtp? of this Iu\u Lossee
may use, free of royalty, oll, gas, and water developed from said land by Lessee for all operations hereunder.

4. This is a PAID-UP LEASE. In consideration of the down cash payment, Lessor agrees that Lessee shall not be obligated, except as otherwise provlded herein, to
or tinue any op during the primary term. Lessee may at any time or times during or after the primary term surrender this laase as to all or any portion
of sald land and as to any sirata or stratum by dellvering to Lessor or by tiling for record a release or releases, and be relieved of all obligation thereafter acoruing as to the

screage surrendered.

5. i1 at any time or times after the primary term ar within three (3) months before expiration of the primary term, all operations and all production hereunder shall cease for
any cause, this lease shail not terminate if Lessee shall commence or resume drliling or reworking operations or the production of oli or gas within three (3) months after
such cessation.

6. Lessee shall pay for damages caused by Lessee’s operations to growing crops, buildings, irrigsiton ditches, feed iots and fences. When required by the surtace owner,
Lossee will bury pipe lines below ordinary plow depth when crossing cultivated land. No well shall be drilled within two hundred (200) feet of any residence or barn now on
said land without the consent of the surface owner. Lessee shall have the right at any time 1o remove all Lessee’s property and fixiures, including the right to draw and
remove all casing. Lessee shall dril) any well which a reasonably prudent operator would drill under the same or simllar circumstances to pravent substantial drainage from
said land by wells located on adjoining land not owned by Lessor, when such drainage is not comp ted by ¢ ter dralnage. No default of Lessee hereunder with
respect to any well or portion of saild land shall impalir Lessee’s rights with respect to any other well or portion of sald land.

7. The rights of Lessor and Lessee hereunder may be assigned in whole or in part. No change in ownership of Lessor's interest (by assignment or otherwise) shall be
binding on Lessee untll Lesses has been furnished with notice, consisting of certitied 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 respect to paymenis thereafter made. No other kind of notice, whether actual or constructive,
shali be binding on Lessee, and Lessee may continue to make payments precisely as if no change had occurred. No present or future division of Lessor's ownership as to
different portions or parcels of said land shall operate to enlarge the obligations or diminish the rights of Lessee, and Lessee’s operations may be conducted without regard
to any such division. If all or any part of the Lessee’s interest hereunder shall be assigned, no leasehold owner shall be liable for any act or omission of any other leasshold
owner.

8. Whenever, as a result of any cause beyond Lessee’s contro! (such as fire, flood, windstorm or other Act of God; Iaw, order or regulation of any governmental agency; or
inability to secure men, material or transporiation) Lessee Is prevented from complying with any obligation of this lease, Lessee shall not be llable tor damages or forfeiture
of this tease and Lessee's obligations shall be suspended so long as such cause persists. If by any such cause, all operations and all production hereunder are prevented
atter the expiration of the primary term, Lessee may at any time or times and at Lessee's election pay Lessor as royalty (in addition to any royaities based on actual
production) a sum equal to One Dollar ($1.00) per acre on the acreage then held by Lessee hersunder, whereupon it shall be considered for ail purposes of this lease that oll
or gas is being produced hereunde: tor a period of three months from the date such payment is made.

9. Lessee may at any time or times unitize this lease and the lands covered hereby, in whole or In part, or as to any stratum or sirata, with other lands and leases in the same

fleld, so as to constitute a unit or units, whenever, In Lessee’s judgement, required to promote or encourage the conservation of natural resources by facilitating an orderly
or uniform well spacing pattern; a cyciing, pressuremalntenance, re-pressuring or secondary recovery program; or any cooperative or unit plan of development or
operalion approved by the Secretary of the Interior of the United States. The size of any such unit may be Increased by including acreage belleved to be productive, and
decreased by excluding acreage belleved to be unproductive, or the owners of which (ail or refuse to join the unit, but any increase or decrease In Loesor’s royaities
resulting from any such change In any such unit, shall not be retroactive. Any such unil may be established, enlarged, or diminished, and, in the ab ol pr
therefrom, may be abolished and dissolved, by liling tor record an instrument declaring, a8 copy of which shait be delivered to Lessor. Drilling or reworking operations upon
or production of oll or gas from any part of such unil shall be treated and considered, for all purposes of this lease, as such operations upon or such production from this
lemse. Lossee shall allocate lo the portion of this lease included in any such unit a fractional part of all production from any part of such unit, on one of the fullowing bases;
(a) the ratio between the participating acreage in this lease included in such uni and the total of all participating acreage included in such unit; or (b) the ratio between the
quantity of recoverable production underlying Ihe portion of this lease included in such unit and the total of all able production underlying such unit; or (c) any other
basls approved by State or Federal authorities having jurisdiction thereot. Upon production trom any part of such unit Leasor herein shall be entitied te the royalties In this
lease provided, on the fractional part of the unit production so aliocated to that portion of this lease included in such unit, and no more,

10. Lessor warrants and agrees to defend the title to said land. The royalties herein above provided are delermined with respect to the entire mineral estate in oil and gas
and If Lessor owns a lesser interest, the royalties to be pald Lessor shall be reduced proportionately. Lessee at its option may purchase or discharge in whole ot in part any
tax, mortgage or other Hien upon sald land, or may redeem the same from any purchaser at any tax sale or adjudication, and may reimburse itself from any royalties accruing
hereunder and shall be subrogated to such lien with the right to enforce same.

At




11. This lease shall be blndlng &’on all who execu whether or not they are named In the granting clause hei ad whether or not all pariles named ir i*:0 granting
clause execute this lease. All thowuom of this luuse shal! Inure to the benelit of and be binding upon the hein, .xecutors, administrators, successors a::d assigrs of -

Lessor lnd Lessee.
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IN WITNESS WHEREOF, this instrument Is executed as of the date first above written.

, LESSOR 8IGN HERE
-Zﬁéégt&[éijt'(g:K(CEZ;‘&é;L‘&‘/\_ /%f;%kvutzzf/<5.Aé;qdzoaiﬁyb
Sandra E. Anders_en Kenneth E. Andersen
LESSEE:
SUNSHINE V»LEY ETROLEUM CORPORATION
William G. Crews, Attorney-in-Fact
S8oc. 8ec. No.
or Tax L.D. No.

state of .- _Colorado
coumTy, ﬁw,\. X P }n. ACKNOWLEDGMENT FOR INDIVIDUAL
N .’:\-- . ‘ ‘: .

(\d .
o
* catt el .

’Pmn‘aﬂ neth E. Andersen

ebqbw?no “\h .!‘“ a Notary Public, within and for said county and state, on this 24th day of KW June 19 86

gy

d:ersen

E 4 AN
jo mwo:gnua\p\m o i"v ld-nllcul person 8__who executed the within and foregoing instrument and acknowledged 1o me thet they

exec y}me same ag, free and voluntary act and deed lor the uses and purposes therein set forth,

e

"IN Wl W W Ql‘ | have hereunto set my hand and officlal seal the day yoar last above written

tee,

Ny u, ‘_%p,,,; _October 23, 1989

Notary Public
Address
STATE OF - ‘ ACKNOWLED
COUNTY OF ’. o, KNOWLEDGMENT FOR INDIVIDUAL
Before me, the undersigned, a Notary Public, within and for said county and state, on this __- day of i 19
personally appeared
and
to me personally known to be the identical person . who executed the within and foregoing instrument and acknowledged to me that
execuied the same as free and voluniary act and deed for the uses and purposes therein set forth.
IN WITNESS WHEREOF, | have hereunto set my hand and official seal the day and year Iast above written.
My commission expires.
Notary Public
Address
' Colorado
TATE OF
STATE Weld l ss. ACKNOWLEDGMENT FOR CORPORATION
COUNTY OF .
o“ .m. . 14th. desy of ___Apri 1 .AD, 19 _86 ,betore me, the undersigned, a Notary Public
in and for ihe-county and state aforesaid, personally appeared William G, Crews Attorney-in-=Fact .
1o me personally known to be the identical person who signed the name of the maker thereof to the within and foregoing instrument as its
PANAKCNG acknowledged to me that he executed the same as

free and voluntary act and deed of said corporation, for the uses and purposes therein set fo
Given under my hand and seal the day and year last above written.

3/7/88

My commission expires.
Notary Public

7/ . Address

his free and volunllry act and deed, and as the
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EXHiBIT A
OIL AND GAS LEASE DATED APRIL 14, 1986
KENNETH E. ANDERSEN AND SANDRA E. ANDERSEN, LESSORS
SUNSHINE VALLEY PETROLEUM CORPORATION, LESSEE

THIS EXHIBIT shall supersede and modify the printed Oil and Gas Lease. In the
event of a conflict between the printed form and this Exhibit, the provisions
of this Exhibit shall prevail.

A. Without the prior written consent of Lessors, Lessee shall not conduct any
.operations upon the leased premises.and no surface rights are granted herein.

B. Lessors make no warranty of title, express or implied.

C. This Lease covers only o0il and gas and no other minerals except
hydrocarbons associated with oil and gas.

D. All reference to one-eighth (1/8) royalty in the printed form is hereby
changed to read one-sixth (1/6). "

E. Lessors shall have access to all records pertaining thereto. Lessors
shall have the right to obtain any and all information pertaining to the
wells, including the right to inspect and make copies of any records relating
to the drilling, completion, deepening, plugging, or recompleting of any
wells, Confidential information shall not be given by Lessors to any third
parties without Lessee's written consent. :

F. Lessee shall not unitize, pool, or combine the leased premises with other
lands for oil or gas production except to form a unit comprised of the S4SW}
of said Section 3.

G. The shut-in gas royalty amount set forth in Paragraph (3) of the printed
form are hereby deemed to be changed to read $250 per acre per year instead of
$1.00 per acre per year. It is agreed that no shut-in gas royalty shall under
any circumstances become due during the first six (6) months following
expiration of the primary term, provided that a well shall have been commenced
hereunder during said primary term. It is agreed that such six-month period
shall be a reasonable time to complete such well and effect a pipeline hookup.
This lease may be extended by shut-in gas royalty payments as are set forth
above for a period of not more than two years after the well is shut in.
However, if any well on the leased premises shall be connected to a pipeline
and Lessee shall be a party to a valid and enforceable contract for the
purchase of gas produced from such well, this Lease may be extended for such
period as the gas purchase contract remains in effect (except as hereinafter
provided), and if gas produced from any well on the property is subject to
such contract and gas is not being sold from such well solely as a result of
the gas purchaser's refusal to take such gas and Lessee is making a good,
faithful effort to sell the gas, then this lease shall continue in full force
and effect during such refusal period and no payment of shut-in royalty shall
be due; provided, however, notwithstanding anything contained above, if there
is no actual production and payment for such production at any time for two
(2) years after a well is shut in, this Lease shall be conclusively deemed to
be cancelled and terminated unless Lessee resumes the annual payment of
$250.00 per acre described above from that time forward. The amounts which
may become payable as shut-in gas royalty shall not be proportionately reduced
should Lessor own less than the entire undivided fee estate in oil and gas in
and to the leased premises.- :

H. All royalty payments due Lessors shall be paid monthly beginning within
one hundred eighty (180) days after the well is completed, notwithstanding
anything else herein contained. In the event payment is not so made, Lessors
shall have any and all legal or equitable remedies, including terminating this
Lease

I. The provisions of Paragraph (8) of the printed form shall not extend this
lease for more than two (2) years after any interruption of production unless
approved in writing by Lessors. The amount payable under the provisions of
said Paragraph (8) is hereby deemed to be changed from One Dollar ($1.00) per
acre to Two Hundred Fifty Dollars ($250.00) per acre covered by the Lease.
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Notwithstanding anything else herein contained, if ‘there is no actual
production and payment for such production at any time two (2) years after
production ceases, this Lease shall be conclusively deemed to be cancelled and
terminated unless Lessee resumes the annual payment of $250.00 per acre
described above from that time forward.

J. In the event there is production from any well ("marker well") within one-
half (1/2) mile of the perimeter of lands pooled with the leased premises in
formations which are below the deepest producing formation from any of
Lessee's wells on lands pooled with the leased premises, then if Lessee fails
to drill a well on lands pooled with this lease into such deeper formations
within one (1) year after production is commenced from the marker well, then
Lessee agrees to immediately release all formations not producing under the
terms of this Lease which are below the deepest producing formation.

K. The o0il and gas lease shall be construed pursuant to the laws of the State
of Colorado and the implied covenants of development and production thereof
shall be applicable hereto. -

L. If requested by Lessor, copies of assignments of this lease shall be
provided to Lessor at no cost.

LESSEE: LESSORS:

SUNSHINE VALLEY PETROLEUM CORPORATION l(aﬁukﬂtaq‘/fz CZ4¢4£4°4$“P"
Kenneth E, Andersen
by — e .

William G. Crews, Attorney-in-Fact




