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OIL AND GAS LEASE c.J

AGREEMENT, Made and entered into the 29th

_Ethel L. Hibbard and Helen Claypool Edwards

day of _ Hay A9 97 . by and belween

Virginia 23454

whose post offfce address is ,"405 Flurry Court, Virginia BEECh' . hereinafter ealled Lessor (whether one or more) and
Shear, Inc. whose post office address iP,_ 0, Box 2665, Grand JuncE{i?rﬁhaiﬁ?éﬂlgc?a%c:
WITNESSETI, 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 agreemenis hereinalter contained, has granted, demised,

leased and let, and by these presents does grant, demise, lease and let exclusively unto the said Lessee, the land heevinafter described. with the

exclusive tight for the purpose of mining, exploring by genphysical and other methods, and operating for and producing therefrom oil and all gas of

whatsoever nature of kind, with rights of way and casements for laying piurGIin{:sf indf(iu“"“ ol stractures thereon 10 produce, save and take care
a e

of sald praducts, all that cerlain tracl of land situated in the County of

state of __Colorado_ . described as fallows, toswit:

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

Southerly of the County Road
Section 32: EINWE, NWiNWE

Five (5) years fromJune 30, 1997

and containing_180:00  cres more or tess. Th15 lease shall specifically include coalbed gas.

. It is agreed that this lease shall remain in force for a'term of bovermmmslsssmthdminte a11d a5 long thereafter as oil or gas of whatsoever
nature or kKind is produced from sati] leated premi=es or on acreage pooled therewith, £ operations are continued as hercinafter provided.
If, at the expiration of the primary term of this Jease, oil or gas is not being produced on the leased premises or on acreage pouled therewith but
Lessce is then engaged In drilling or re-working operations thercon, then this lease shall continue in force so long as aperations are being continu-
ously prosecuted on the leased premises or on acreage pooled therewith: and operations shall be considered Lo be continuously prosceuted il not
more than nincty (90) days shall clapse between the completion or abandonment of one well and the beginning of operations for the drilling of a
subsequent well. 1T afler discovery of oil or gas on said land or on acreage pooled therewith, the production thercol should cease from any cause
after the pritnary terin, this lease shall not terminate if Lessee commences additivnal drilling or re-working operativns within ninely (90) days from
date of cessation of production or frum date of completion of dry hole. [If oil ur gas <hall be Qiscovered and produced as a resuli of such upera-
tions at or after the expiration of the primary term of this lease, this lease shall continue in force 50 long as wil ot gas is produced from the leased
premises or on acreage pooled therewith,

2. Thisisa PAID-UP LEASE. In consideration af the down cash payment, Lessor agrees that Lessee shall nut be obligated, except as other-
wire provided herein, Lo commence or conlinue any operations during the primary lerin. Lessee may a y time or thnes during vr after the pri-
mary term surrender this lease as to all or any portion of said land and as (o any strata or stratum by delivering to Lessor or by filing for record a
release or reheases, and be relieved of all abligation thereafter aceruing as to the acreage surrendered.

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

1s1. To deliver to the credit of Lessor, free of cost, in the pipe line to which Lessee may connect wells on said land, the cqual one-eighth
(1/8) part of all oil produced and saved from the leased premises. .

2nid. To pay Lessor onc-cighth (1/8) of the gross proceeds each year, payable quarterly. for the gas from each well where gasonly Is
found, while the same fs being used off the premises, and if used in the manufacture of gasoline a rovalty of one-eighth (1/8), payable

monthly at the prevailing market rate for gas. 3

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

a rovally of one-eighth (178) of the proceeds, at the mouth of the well, payable monthly at the prevailing market vate.

4. Where gas from a well capable of producing gas Is not sold or used, Lessee may pay or tender as royalty to the rovalty owners One
Dollar per year per net royally acre r Maied hereunder, such payment ur tender Lo be made on or before the anniversaty date of this lease next
ensuing alter the expiration of $0 daxs from the date such well is shut in and thereafter on or before the anniversary date of this lease during the
perind such well is shut in, If such payment ar 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 inlerest in the abave described land than the entire and undivided fee simple estate therein, then the royalties
(including any shui-in gas royalty) herein provided for shall be paid the Lessor only in the proportion which Lessor's Interest bears to the whole
and undivided fee.

6. Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for Lessce's operation thereon, except water from
the wells of Lessor.

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

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

9, Lestec shall pay for damages caused by Lessce's operations o growing crops on said land.

10. |£Q1Wi‘ shall have the righl at any time to remove all machinery and fixtures placed on said premises, including the right to draw and
remove casing.

11. The rights of Lessor and Lessee hereunder may be assigned in whaole 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 notiez, consisting of certificd coples of all recorded instruments or
documents and other information necessary fo establish a complete chain of record title from Lessor, and then enly with respect to payments
thereafter made, N0 other kind of notice, whether actual or constructive, shall be binding on Lessee. No present or fulure division of Lessor's
ownership as Lo different portions or parcels of s3id land shall operate to enlarge the obligations or diminish the rights of Lessee, and all Lessee's
operations may be conducled without regard to any such division. 1f all or any parl of this lease is assigned, no leasehold owner shall be Yiable for
any act or omission of any other leaschold owner.

12, Lessee, at its option, Is hereby given the right and power at any time and from thne to time as o recurring right, efther before vr alter
production, as fo all or any part of the 1and described herein and as Lo any one or more of the formations hereunder, Lo ool ut unitize the lease-
hold estate and the mineral estale covered Ly this lease with other land, lease or leases in the immediate vicinity for the production of oil aund pas,
or separately for the production of cither, when in Lessee's judgment it Is necessary or advisable to do 5o, and irrespective of whether acthority
cimilar to this exists with respect to such other land, lease or leases, Likewlse, units previously formed to include formations not producing oil or
gas, may be reformed to exclude such non-producing formations. The forming or reforming of any unit shall be accomplished by Lessce exccuting
and filing of record a declaration of such unitization or reformation, which declaration <hall deseribe the unit. Any unit nay include land upon
which a well has theretofore been compleled or upon which operatinns for drilling have therctofore been commeneed. Production, drilling or ie-
working operalions or a well shut in for want of a market anywhere on a unit which includes all or a part of thislease shall be treited asif il were
production, drilling or reworking vperations or a well shut in for want of a market under this lease. In licu of the royalties elsewhere hercin specl-
fied, including shut-in gas ravalties, Lessor shall receive on production from the unit so pooled rayalties only on the portion of such production
allocated Lo this lease: such allocation shall be that proportion of the unit production that the total number of surface acres coversd by this lease
and Included In the unit bears ta 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 as to onc or more of the formations thereunder with other lands in the samye peneral
area Ly cntering into a cooperative or unit plan of development or operation approved by any governmental authurity and, from time to time,
with like approval, to modily, change or lerminale any such plan or agreement and, in such event, the terms, conditions and provisions of this
Jease shall be decined modified to conform to the terms, conditions, and provisions of such approved cooperative or unit plan of development or
operation and, particularly, all drilling and development requirements of this lease, express ot implied, shall be satisficd by compliance with the
drilling and development requirements of such plan or agreement, and this lease shall not terminate or expire duting the life of such plan or agree-
ment, In the event that said above described lands or any part thercol, shall herealter be operated under any such cooperative or unit plan of
development or operation whereby the production therefrom is allocated to different porlions of the Land covered by said plan, then the produc-
tion atlocated 1o any particular fract of Jand shall, for the purpose of computing the royalties to be paid hereunder o Lessor, be regarded as having
been produced from the particular traci 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 cooperative or unit
plan of development or operation adopted by Lessee and approved by any governmental agency by executing the same upon request of Lessee.

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

14. Lessor hereby warrants and agrecs ta defend the {itle to the lands herein described, and agrees that the Lescee shall have the right at any
time to redeein for Lessor, by payment, any mortgages, 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 thelr heirs, successars and assigns,
hereby surrender and release all right of dower and homestead in the premises described herein, fnsofar 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 ur more of the partics hereinabove named as Lessor fail to execute this lease, ft shall nevertheless be binding upon all
such parties who do cxecute it as Lessor. The word “Lessor,' as used in this leass, shall mean any one or mote or all of the parties who execule
this leace as Lessor, All the provisions of this lease shall be binding on the heirs, successors and assigns of Lessor and Lessce.

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

elen Clayposl Edwards
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