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PRODUCERS 88-PAID UP
OIL AND GAS LEASE

AGREEMENT, Made and enterad mta the 0 duy of s MR 2008
byadbetween T &'T Associates, Ltd,
whose past uffiee address is_____ PO Box 930, Palisade, CO 81526-0230 b Rer called Lessor (whesher one
o1 more) and . Apello Energy, LLC whose past offsce addrexs is

1557 Qgden St S Deavi 0218 b fler called Lessee

WITNESSE (M, That the Lessor, for and in d of . Tmnndmtimm___ ............... DOLLARS
cash in hand paid, the receipt of which is bereby acknaw!ed; ‘-mhiw i ‘hﬁmnuddmm
lensed, and fet, and by Uicss preseris does guand, domose, lczse. et uxchmvaly unln ihe seid Lessee, the hnd h:mnm.ﬁu desoribed, with the
exclasive aght for the pumose of msmal. ! by g 1 and other and og for and p. 8 froen 0! and i gay
of whutswever nature or kind, sp Juding coslbed methane and any and all Juced in ion thecewith flom coul.

Bewrmg formaticns, with rights of way and eusements for laying pipe fises, und erectivn of structures thereon 10 produces, save, and take care of
said products, kil that certain tact of laed sitted in the County of Garfield, State of Colomdo, described ns follows, (wit

SEE EXHIBIT “A” & “B" ATTACHED HERETO AND INCORPORATEO HEREIN BY REFERENCE.

Contxining 51.539 goges, more of less, together with the right of ingress and cgress st afl imes, for the purpose of mining, dnlling, exploning,
operating, and developing these lnds for vil, gas, wnd othes yoimzrals, and swong, Jundling, fansponting, end marketing them with e nght ta
semave all of GRANTEE'S propeny and soprovemeals

£, it 15 agroed that this lcase wh-n mmin e force for & teon of three (3} yesrs frum Ung dm And s long mmner a3 o) or gus of
whatsvever Gature oc kinl, wpocifi includng coalbed meth and any and el sub d in from coals
bearing formstions. 18 produced from smd le-scd prEmises or 00 acreage po\»ed h , o dnllmg perulions are d #3 hereinafic
provided. 1f, a1 the expiration of the primury teri of this lease, il of gas is not deing pwducud on the Jeased premises of om ocresge pooled
therewits hut Lesses 1y then engagedd 3o drilling o reworking operations thereof, then this lease shall continue in force so long ax eperstions are
being contunicusly pooseculed oo the leased premises o on acreage paoked therewirh, xnd operations shall be considertd to be continuoisty
prosecoted if nol more thaa ninety {90) du,s shall tlupse between the completion o sbundonment of one wel) and the beginning of aperations fur
the dritling of » subseq weil I afer & y of oif vr gs oo surd hnd or on u:mpoolnd serewinh, 1 production thereof should catse
from any cause wfler the pawary term, this leass shall 0ot ¥ if L } drlling or sewswking operations within
ninety (90) days fromr date of cessstion of production or from date of ¢ompw-un of dry hale. 1Tl or gas shall be discovered and produced as &
resall of such operatioms st o after the expirution of the pamary term of this fease, this fesse shull coatinue io force o fong as ol or gas s
produced from the leased premiscs or on acreage pooled therewith

2 This iz @ PAID-UP LEASE. tn esmndamm of the down cash piymont, Lessor sgrecs that Lessee shall not be obligated, except as
utherwise provided herein, 10 o during the primury term.  Lessee may sl any hme or times during or sller the
primary term surrender s besse a8 Lo afl or any pomon ol'und lar! wnd Bs 10 any strata ar suntum by deliveriog w0 Lessor or by filing for recond
& relese or releases, and be relieved of ail obliganon thercafier sceruing as to the acrouge surrendered

3 in considecation of the premisey the snd Lesaoe covenunts and 3grees:

1 To defiver o the credit of Lessor, free of cost, in the pipeling to which Lessce may connect wells on sand land, the causl one-
upx)n(hl) pact of alt oil produced and sayed Foar the Jeased premises,

To puy Lessor for gas of whatsoever nature ot ¥and {wih al) of 13 constituents) produced wnd sold or vsed off the Teased
pn:muu o used in the : of prody ghth (1/8) of the sctund amount reserved by the Letses, wid paymerts th be
made mootily

4. Dunng any period {wisether before o7 aBer expiration uf the primary term hereof) when gas ts ot being o 3014 o used andt the well or
welis urs shat in and there s no current production of Gil ar eperutions on sax! leased premises sullicient to keep this lease in force, Losses shall
pay of terides a covaity of One Dollar ($§ 00) per year pet net royaity acre ielaned horeunder, sich payment or sender (o be made on of before thw
snniversary date of this jeuse next ermuing afler 1he expiration of ninety (¥0) duys from the date soch wall 5 shit in sod teresfler 0o the
somiversary date of this lense during the perind such well 13 shot in, w0 dw joyaity owners. When such payment or tender is made, « will be
considered that gos is bemy produced withim the meaning of the snfice lease,

5 1f said Lessor owiis u Jess interest (n the above descnbed land (han the entire mnd aodividod fee sumple estate thervin, hen the royaltics
{incioding any shut-in gas royalty) herein provided for shuil be paid the 1o the Lessor snly m the praporhion which Lessor’s inlesest bears 10 the
whole and undivided fee

& Lessoe sholl bave the nght to use, free of cost, gos, oil, and water produced on sad land for Lessee ‘s openation thereon, except waler
frara the wells of Lessar.

7. When requested by essor, Lessee shall bury Levsoe’s pipeline befow plow depth

& No well shall be drilled nesrer ifan 200 foct (o the house of barh now on sund prems ses withoot waitten voasent of Lassar

9 Lesvee shall piy for dumages soused by Lessor's operations 1o growing creps on said land

10 Lessec shall huve the right o any time 1o remove sll machinery and fixtures placed on ssid prentsses, including the right jo draw and
fRMOYE Casing

10 The nghts of Lessor and {esses horcundss may be sssigned w whole or part. No change in ownership of Lessos’s mbonst (by
wssignment or otheewise) shall be hinding on Lessee until lanus rm been furnished with natice, consisting of centifiad copies of sfl recorded
instrumets or dos und other biish a phete chain of record title from Lessar, wnd then only with respest W
payments thereafter oande. No other kind of notice, wm uchual of conxtrucsive, shall be binding on Lesses  Na present or future division of
Lessor’s oswnersbip ax w different portions or parvels of said land shall apende t enlarge the obligglions or diminish the rights of Lessee, and alf
Lessee"s operstions may be conducied without regard to wby such division. If sll or any past of this lease is assigned, no leaschold owner shall be
Bable for any wct ur orvisyion of ary other leasehold pwaer.

12 Lessec, &t its option, i hereby given the right snd pawer st wiy {lme snd from fime o timé a3 & recurting nght, either before or aftec
prodection, ey (0 all o any past of the lund described herein sod us tir uny one ur more of the formutions bereunder, to pool or unitize the
leaschold cstote and the mincral extule covired by @is lease with athes tand, lease, of feases in the immediate vicinity for the production of oil
and gas, or scpmalely for the production of eithes, when in Lessee’s jud| itis or sdvisable to do o, and irespective of whether
susharity similer to this exists with respest 1o such other land, fease, or leases  Likewise, wnity peevivusly formed w nclude formations not
producing aif or gas miy be refored o zududc such pon-producing fwmumns. The focusing or reforming uf wny wnit Mbewanpbm by
Tassee executing and fifing of recosd » deck of such or , which ion shail describe the unit. Any unil may
include tund opon which 8 well has therciofore been completed vr upont which uwnuuons for dnlling heve theretofore been commenced.
Production, drilling, or reworking operetions or 8 well shut in fr wat of & market anywhere on & unit which inclodes all or 2 part of this lease
shall be treated a8 if it wire production, dnlling, o k& wr @ wedl shut in for waast of » marker under this lease. 1n Jew of the
royalties elsewhere herein ﬁpu.xﬁad cladiog shid-in gas mylluu. Lesnor shall receive on production from the wiit so pouled reyalties enly on
the purtion of such production allocated to tus lease, such son shall be that prop of the unit production that the (oial nwnber of
surface acrey covered by this lease and inciuded in the onit bears 1o the fotal auisber of surface acres n soch unit. I sddifion 1o the furegang,

[, 72610
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bm«shl’l!mtlhenglnunmiuu.Muwmhhennmmypmdﬂndmihdhﬂunmmwnmoﬂhemmmm;mamﬂuwilh
other lands in the same geners] aren by entering o B cooperative or unit plin of development or operation spproved by uny governmental
avthonity and, mmmmwmgmii-lmvmwmdlﬁ,ﬁmuumlmmyndnplmnnymnd mm:hevm!.(hokms.
conditions, nnd provisions ol'!hlslﬂulhllhhald modified 10 conform fo the terms, and provisions uf such wp
cooperative ur unit plan of devek farty, all drilling and development requirsments ul‘tluslule ummonmpllrd.
Mbcumﬁdlvycqmphxcvnmudnlhn.mddndwmlmnfmﬂmuwmndmulnmmvulmxuem
expire during the file of such plan or agreement. mnmhndmwmﬁdhﬁ«mmmwlmumdum
any such cuoperative ar unit plan of develop or op whereby the is alt d to differest portions of the land
covered by smid plan, then the p ) © any p umollmduh-ll&thepmafmmﬁ-mlnnlchmd
h::md«lnLnso-.bucwﬂdnh\'mbeu-wududmmemulutunuo!l-du-tnhuh-lh:wdundnalwuquhamor
fand; and the royaity pavments to be mnde hereunder (o Lessor shall be based upon production only as so sllocated  Lestor shail formally express
Lessor"s consent o any cooperntive or unit plun of development ar operation adopted by Lessoe und spproved by aay governmental sgency by
executing the ssme upon request of Lessen

13, All express or implisd covenants of this lease shall be subject 10 all Federa! and State Laws, Executive Orders, Roles, or Regulations, snd
s Jease shall ot be rerminated, in whole or in pan, nor Lessee held lixblo fox damages, for failure to comply therewith, if compliance 13
prevented by, or if such (ailure is the result of, any such Law, Ocrder, Rule, or Regulstion

14 Lessor hereby warrints and ugrees lo defend the title to the lands herein descnbed, and sgrees that the Lessee shall have the right st any

time 10 redeem for
Lessor, by puyment, any morgages, taxes, or other Tiens on the sbove described fands, (n the event of default of poyment by Lessor and be
subrogated ta the rights of the holder thereof, and the undersigned Lessars, for themselves and thew heirs, successors, and wssigns, hereby
surrender wnd release all right of dower and h d in the p i bed hezein, insofar a3 said right of dowes and homestead may in wiy
way sffect the purpascs (or which tiis lease is mude, as recited hervin

15. Should wny one ar more of the parties hercinsbove named ax Lessor (il to execute this lease, it shall nevertheless be binding upon all
such pasties who do execote it a3 Lessor  The word “Lessor,™ us used in this Jease, shall mean sny one o more or all of the parties who execute
this lease as Lessor Al the peovisions of this lease shall be binding on the heirs, successars, and assigns of Lessor and Levsee

IN WITNESS WHERFOF, this instrument 1s excculed as of the date (i sbove wniten.

T & T ASSOCIATES, LTD.
By: By:
its: Its:

APOLLO ENERGY, LLC

R0 v

Hy: Louis A. Oswald, 1
1ts: Operations Manager

STATE OF } ACKNOWLEDGMENT
COUNTY OF Gedd  _ } o~

BEFORE ME, the igned, a N uf le.hudfmwdcmtymlsmt.mﬂﬁsZ" mdM,lm

personelly appeared o=

P o(Tl.‘l" i L2d. 1a me known ta be (he dentical 0
{5 and who executed the within and foregoing instrument of wm-; bring duly authonzod to act on behalf of said entity, und ack:
e that they doly executed the same as o free and voluntary sct und deed for the purposes therein set forth,

=
-~
'
/7
IN WITNESS WHEREOF, | have hereunto set my hand and sffixed my notarial seal the day and year lust wnitten above 17}

My Commission Faplies

Y2507

Notary Public
STATE OF COLORADO H
H ACKNOWLEDGMENT—CORPORATE
COUNTY OF s H (
BEFORE ME, m.umw-d nnmmummmmmcmmmum_é day of f A
Apo © me known to he the identical

£ SV & AS138,
iu-dm ‘lhmﬁm-ld Mwunmdﬂymmwmmmlfdwlu and
och-wkd;dwmnhuh.ddynwmumnh.ﬁ-eudwhnwymMdudmﬂnpmdnmnmfam

IN WITNESS WHEREQF, | bave hereunto sct my hand and affixed my notarial seal the day and year last wrilten above

My Commission Expires

kg .
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EXHIBIT “A”
Page 1 0f 2

Attached to that certain Oil and Gas Lease dated March 23, 2006 by and between T & T
and Associates, Ltd., as Lessor, and Apolio Energy, LLC, as Lessce.

Parcel 1

A parcel of land located within Lots 2, 3, 4.and 5 of Section 7, Township 7 South, Range
95 West of the 6 P.M., Garfield County, Colorado, and more particularly described as follows:

Beginning at a point on the north line of a County Road, from whence the W Y4 comer of
said Section 7 bears S 65°58’10" W 677.33 feet; thence N 07°25’13™ W along a fence (said fence
being the cast line of that parcel conveyed to Eshe and Watenman) 571.24 feet to a point on the
southeast right-of-way of Denver and Rio Grande Western R.R_; thence N 40° E along said right-
of-way 1161.97 feet; thence S 75°30" E 735.00 feet to a point on the east line of said Lot 2 (west
or right bank of Colorado River); thence S 09°20° W along the east line of said Lot 2 and
continuing on the same course along the east line of said Lot 5 437.00 fee(; thence S 18°01°42” E
continuing along the east line of said Lot § 673.92 feet to a point on the north line of said County
Road; thence S 82°29°50” W along said north line 1404.04 feet to the southeast comner of a
parcel conveyed to Westemn Slope Gas Co.; thence N 07°30°10™ W along the east line of said
parcel 50,00 feet; thence S 82°29°'50™ W along the north line of said parcel 50.00 feet; thence S
07°30°10™ E along the west line of said parcel 50.00 feet to the north line of said County Road;
thence S 82°29°50” W along said north line 81.52 feet to the Point of Beginning.

Above described parcel containing 36.37 acres, more or less,
Parce] |

Also a parcel of Jand located within Lot 2 of Section 7, Township 7 South, Range 95
West of the 6 P.M., Garficld County, Colorado, and more particularly described as follows:

Beginning at a point on the north line of Parcel I and the left bank of an irrigation ditch
from whence the W Y4 comer of said Section 7 bears S 46°12°29” W 2351.67 feet: thence along
said bank with the following six (6) courses:

N 21°00"18" E 145.12 feet:

thence N 71°16'53™ E 158.08 feet;

thence S 54°03°07” E 111.80 feet;

thence S 13°41'43" E 56.39 feet;

thence S 08°33'11" W 140.96 feet to a point on the north line of said Parcel I;
thence N 75°30" W along said north line 294.00 feet to the Point of Beginning.

R el e

Above described parcel containing 1.22 acres, more or less,

EXCEPTING that parcel of land described in deed from Roy L. Damron, Jr. to Cora E.
Bumgardner recorded April 10, 1974 in Book 457 at Page 598 as Reception No. 262525 and
more particularly described as follows:

A parcel located in Lot 4 of Section 7, Township 7 South, Range 95 West of the 6" P.M.,
Garfield County, Colorado, and more particularly described as follows:

Beginning on a point, on the north line of a county road, from whence the W % comer of
said Section 7 bears S 65°58710™ W 677.33 feet; thence N 82°29°50™ E along a fence line on the
north line of said County Road 81.52 feet; thence N 07930710” W along a fence line 50.00 fect;
thence N 07°25"13” W along a fence line 75.00 feet; thence S 82°29°50™ W 81.45 feet; thence S
07°25"13” E along a fence line 125.00 feet to the Point of Beginning,
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EXHIBIT “A”
Page 2 of 2

Attached fo that certain Oil and Gas Lense dated March 23, 2006 by and between T & T
and Asseciates, Ltd., as Lessor, and Apello Energy, LLC, as Lessee.

Parce] 111

A tract of land situated in the N % of Section 7, Township 7 South, Range 95 West of the 6”
P.M., Garfield County, Colorado, and more particularly described as follows:

Beginning at a point whence the Meander Corer on the North Line of said Section 7
bears N 47°27° E 1598.0 feet; thence S 10°00" W 150.0 feet; thence S 10°00” E 1122.0 feet;
thence N 35°38” I 300.0 feet; thence N 57°37" E 458.0 feet; thence N 17°00° W 440.0 feet thence
N 75955" W 740.4 feet to the Point of Beginning,

Above described parcel containing 14.0 acres, more or less.
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EXHIBIT “B”
Page | of 4

Attachment to that Certain Qil and Gas [ease Dated March 30, 2006 by and between T & T and
Associates, Ltd., as Lessor AND Apello Energy, LLC, as Lessee

1.

N

As to royalty, the term “one-eighth (1/8)" in the printed form Lease shall be amended to
read eighteen percent (18.00%). [Lessee shall pay royalties on all gas of whatsoever
nature and kind, produced from the Leased Premises, of eighteen percent {(18.00%) of
their value, Value is: (a) Their gross selling price, if sold under a contract of sale, or (b)
If they are not so sold, the fair and reasonable value thereof at the place where sold or
used, however, that the fair and reasonable value of gas used or sold off the Leased
Premises shall be the value at the place sold or used (but not less than the highest price
obtainable for an annual contract which is freely and currently offered for products of like
kind, quality, and characteristics in similar quantities produced and sold from any field
located within Garfield County).

In vo event shall shut-in payments maintain this Lease in force for a cumulative period
exceeding three (3) years,

No part of this Lease shall be committed o a federal unit. Lessee shall not be allowed o
pool this acreage without first obtaining the written consent of the Lessor, said consent
shall not be unreasonably withheld, providing, however, that Lessor shall not be required
to commit to a cooperative plan of development exceeding 40 acres.

Lessee agrees that all royalties sccruing under the Lease shall be free and clear of all of
the costs and expenses of producing, gathering, storing, separating, treating, dehydrating,
compressing, processing, transporting, marketing and/or otherwise making the oil, gas
and other products produced hereunder ready for sale or use, and no deduction shall be
mude for any such costs and expenses in computing any payment to be made to Lessor.

If oil and gas are discovered and produced during the primary term of the lease, then five
(5) years after the end of the primary term herein, this Lease shall expire as to all depths
one hundred (100) feet beJow the stratigraphic equivalent of the deepest productive zone
of any well drilled on the leased lands or on any lands pooled or unitized therewith.

In the event of a conflict between the terms of this Lease Addendum and the terms of the
printed form Lease, the terms of this Lease Addendum shall control.

Notwithstanding anything to the contrary contained in this Lease, it is specifically
understood that no right to use or occupy any portion of the surface of the lands is
conveyed hereby. Any surface operations whatsoever of any kind, including, but not
limited to drilling sites, pipeline locations, roads, electric or utility lines, and equipment,
shall not be located in or upon the Leased Premises without the express written
permission of Lessor and shall only be allowed after negotiation of an additional written
agreement with Lessor, the terms of which shall be determined in the sole discretion of
Lessor, including damages and/or compensation for the impact of surface activities on
property values.

To the extent that Lessee is the Lessee of other undivided mineral interests in the lands,
or acquires such interests in the future, Lessee agrees to be bound to the surface use
provisions hereof with regard to those previously reserved mineral interests.
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10.

11

16.

EXHIBIT *“A”
Page 2 of 4

Lessee agrees that upon ten (10) business days written notice giving details of the periods
and items to be audited, Lessor, or its agents, shall be provided at Lessee’s offices in
Denver, Colorado, or such other place as such records are normally maintained, with the
necessary documents and records to audit all amounts due Lessor under this Lease,
including, but not limited to: quantitics produced and any adjustments or conversions
thereof, gross proceeds, all charges deducted, if any, to calculate proceeds, product sales
and royalties paid under this Lease. Lessor agrees that any information given Lessor by
Lessee is confidential in nature and will not be given to third parties, except consultants,
engineers, attorneys, accountants or other experts employed by Lessor, without express
writien consent from Lessee, or pursuant to Court Order.

Lessee shall have the right to use, free of cost, gas, oil and water (excluding water from
surface aquifer or sources) produced on said lands for Lessee’s operations on the lands
only, but only from wells drilled or operated by Lessee.

This Lease shall not be binding on any Lessor until executed by all Lessors named herein,

No wells may be drilled from locations on the leased premises to downhole locations in
which Lessor does not have a royalty participation without prior written consent of
Lessor, which consent may be withheld for any reason.

The prevailing party in any litigation arising out of this Lease or Lessee’s activities on the
lands, shall be awarded its costs, expenses and reasonable attorney’s fees,

Lessee shall conduct its operations in compliance with all applicable laws, rules and
regulations. Lessor shall be deemed a third party beneficiary of any such laws, rules and
regulations and be entitled to enforcement thereof in its own right

Lessee agrees to furnish Lessor copies of abstracts, supplemental abstracts, title opinions
and surveys that Lessee may own or hereafter acquire, as may be required to determine
the accuracy of: (i) division orders tendered to Lessor, and (ii) all royalties paid or
delivered o Lessor. Lessee shall not be liable for any errors or omissions in any such
documents.

Lessee shall conduct all operations hereunder at its sole cost, risk, and expense and shall
be and remain fully responsible for all such operations. Lessee assumes all risks and
liability of any kind and nature incident to, oceasioned by, or resulting in any manner,
directly or indirectly, from Lessee's operations hereunder, and Lessee agrees to keep the
Leased Premises duly and fully free from and protected against liens of every character
arising in connection with, or resulting from, such operations. Lessee  agrees  to
protect, indemnify, defend, and hold harmless Lessor, its officers, agents, and employees
from every kind and character of liens, damages, losses, expenses, demands, claims, and
causes of action claimed by or arising in favor of any person, firm or corporation
whatsoever, including without limitation Lessee, its officers, agents, employees, and its
contractors or subcontractors, or of their officers, agents, or employees, on account of
personal injuries, death claims or damages to property of any persons arising from any
course whatsoever (including but not limited to poflution of air, water, land, minerals,
animal and botanical life and any other natural resource and the violation or claimed
violation of any and all federal, state and local poilution control or other environmental
laws now in effect or which may hereafler become effective) growing oul of or incident
to the operations conducted by Lessee or its contractors
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EXHIBIT “A”
Page 3 of 4

or subcontractors, or to the entrance of Lessee or its officers, agents ot employees on the
Leascd Premises under color of this Lease, whether such injuries, death or damage result
from or are claimed to have resulted from the sole or concurrent passive or active
negligence of Lessor, its officers, agents or employees or the sole or concurrent passable
or active negligence of Lessee, its officers, agents or employees or of Lessee's contractors
or subcontractors, their officers, agents, or employees.

Lessee, at its own expense, shalt defend any suit or action brought against Lessor based
on any such alleged injury, death, or damage, and shall pay all damages, costs, and
expenses, including attorney's fees in connection therewith or in any manner resulting
therefrom; but Lessor shall have the right to participate in such suit or action if it so
elects. Such damages shall include all damages to or by livestock, and claims and
demands with respect thereto, including all damages as a result of fences, gates and gaps
left open or insecurely closed; and shall include, but not be limited to, injuries or
damages occasioned by the failure of or use or misuse of any and all kinds of equipment,
whether owned or rented by Lessee or furnished by any contractor or subcontracior.

Lessee shall provide at Lessee’s expense all necessary protective measures to prevent any
loss or damage to the property of Lessor on account of any operations by Lessee whether
on-site or off-site. including protection for power lines, pipelines, telephone lines and
water wells. Lessec shall pay for all damages to Lessor’s real and personal properties of
any kind arising out of operations under this Lease, including but not limited to damage
caused by salt water or other effluent or by fires caused by its operations and originating
on the Leased Premises or on any adjacent or contiguous premises under the control of,
or being operated by, Lessee.

As soon as reasonably practicable, Lessee shall seek approval from the Colorado Qil and
Gas Conservation Commission for well density of no more than twenty (20) acres and to
prosecute said petition to decision in a prompt manner.

Lessec agrees to assume liability for any damage caused by Lessee's operations to
Lessor’s water well(s) or the aquifer serving the Leased Premises. In order to ensure the
continued quality and quantity of Lessor's ground water resources, Lessee shall
implement a ground-water sampling program of the properly permitted water well(s)
serving the Leased Premises which shall be conducted by an independent licensed
professional engineer at Lessee’s sole expense to determine pre- and post-operating
conditions. Water well owners must provide all available data regarding the drilling;
completion and water quality information from their well. Prior to drilling activities
within 1,300 feet of any water well(s) serving the Leased Premises, an annular space
vapor screening will be conducted with field instruments sensitive to methane. Static
water levels and qualitative estimates of yield based on sampling flow rates shall be
determined by pumping the water well(s) at the highest rate possible using currently
installed equipment for a period of one hour. Flow rates shall be recorded every ten
minutes and evidence of pumping off, methane vapor or sediment production shall be
noted. Any other unusual characteristics such as discoloration, cloudiness, odors and
effervescence shall also be recorded. Water samples shall be collected from the point in
the water system nearest the well. Field pammeters of dissolved oxygen (dO), pHl,
temperature, turbidity, and conductivity will be recorded at the time water samples are
collected for subsequent laboratory analysis. The sample shall be analyzed in the
laboratory for dissolved methane, benzene, toluene, ethylbenzene, xylenes (BTEX),
major cations/anions, total dissolved solids, pH, and specific conductance. If BTEX
compounds are found, then additional analysis for cil and grease AND for total volatile
petroleum
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hydrocarbons will be included to ascertain the origin of BTEX compounds. MTBE
analysis shall be conducted as well. If dissolved methane is detected at 2 mg/L or greater,
the composition and the ratio of stable carbon and deuterium isotopes in the methane
shall be analyzed to determine gas type (thermogenice, biogenic or mixture). If the testing
results indicate biogenic gas, then no further isotopic testing shall be required. If the
results indicate thermogenic gas or a mixture of biogenic and thermogenic gas, further
monitoring shall be conducted of the well in question. The post-drilling activity test
shall be conducted within 90 days of cessation or completion of activities at the well site
and on an as nceded basis thereafter during the term of this Lease. Water samples will
also be tested for enteric bacteria, and BARTSs (Biologic Activity Reaction Tests) which
tests for the presence of sulfate-reducing bacteria (SBR), iron-related bacteria (IBR) and
slime-forming bacteria. Such sampling shall be conducted in a manner as identical as
possible to the tests conducted prior to the activity, Copies of all test results described
above shall be provided to Lessor.

For the consideration herein recited, Lessor hereby grants the exclusive right and option
to extend the primary term of this lease for one (1) additional year by mailing to Lessor at
the address listed on this lease, on or before the end of the primary term, a bonus
consideration equal to Four Hundred ($400) per net mineml acre, which payment shall
represent payment in full of consideration for this extension.

SIGNED FOR IDENTIFICATION:

T & T ASSOCIATES, LTD.:

o T By

Ms:

Its:

APOLLO ENERGY, LLC

Coir Gt

By: Louis A. Oswald, 111
its: Operations Manager



