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OIL AND GAS LEASE

AGREEMENT, Made and entered jiito the 2]° day of June, 2004, by and between

BERNKLAU FAMILY LLLP an BILLTOP 2F2 RANCH, LLLP
0 816

PRODUCERS 88

whose post office nddress is 0 County Rd, 309 tiereinafter called Les-

sar {whether one or more) and Anollo Epergy, LLC whode post office address

is 15 den Stre i nver, . 802 hercinafter called Lessee:
WITNESSETH, That the Lessor, for pnd in considerntion of T 1 DOLLARS cash in hand paid, the receipt of

which is herchy acknowledged, and the cavenanls and agreements horeinafler contained, has granied, demised, leased and let, and by these presents daeg grant, demise,
lease and let exclusively unto the sajd Lessce, the land hereinofter described, with the exclusive right for the purpose of mining, exploring by geophysical and other
methods, and opemting for and producing therefrom oil and rlf gas of whatsoever nature or kind, specifically including coalbed methane and any ond alf substances
produced in association therewith from coal *bearing formations, with rights of way and eascments for Inying pipe lines, ond erection of structures theroon to produce,
save and take care of snid products, all that cesnin tract of tand situnted in the County of __Gorfield  State of —Colopdn ___, described as follaws ("Leased
Premises™), to-wit:

ownship 7 South, Range 94 West. 6 P.M.

Section 17: Lot 3(27.49), SEMNW/, E/25W/4
¢ Addendnm “A® attached hereto and by this reference made a part hereof for add lonal pravisions,

togethicr with any reversionary rights therein, and together with all strips, or parcels of land, (not, however, to be construed to include parcels comprising a regular 40-
acrc legal subdivision or lot of approximately corresponding size) edjoining or contiguous to the above described land and owned or climed by Lessor, and containing
147.49 acres, more or Jess,

I Itis agreed that this lensc shall remain in force for a term of Five (5) years from this date and as long thereafier as oil or gns of whaisoever
noture or kind, specifically including coalbed nicthane and nny and afl substances produced in association therewith fram coal-bearing formations, is preduced from
said leased premises or on acreage pooled therewith, or drilling opcrations are continued as hereinafler provided. If, at the expirntion of the pritnary tetm of this leasc,
vil or gas is not being produced on the Jeased premises or on acreage pooled therewith but Lessee is then cngaped in drilling or reworking opemtions thercof, then this
lease <hudi cortinue in force so long as aperations arc being cominuously prosecuted on the leased premises or on acreage pooled therewilh; and operations shall be
consideresd to be continuously prasecuted if not more than nincty {90) deys shall efapss between the completion or abandonment of ane well and the beginning of
ceeralions for the driiling of » subscquent well. 1f afier discovery of oil or gas on said land or on acreage poaled therowith, the production thereof should cease from
ity cause after the prinwcy tesm, this lease shall not lerminate il Lessee commences additional drilling or rewarking operations within ninety (90) doys Fom date of
ccssation of production or from dats of completion of dry hole. IFoil or gas shall be discovered and produced as a result of such operations at or after the expiration of
the primary teim of this tzase, this lease shall continue in force 50 long as oit or gas is produced from the leazed prentises ot on acreage pooled therewith,

2. If operations for drilling a well are not cammenced on the Lensed Pretnises or on lands pooled therewith on or before one year from the date hercof, this lease
shall ierminate as 1o {.oth parties unless the Lessee on or before that date shalt pay ot tender 10 the Lessor or to the Lessor's credit in the -]

Bank, eccount nembzer, NIA___, &t — VE = 0f ils successers, or any bank with which it may be merged, or consolidated, or which succeeds
to i1s business or assets or any part thereof, by purchose or otherwise, which shall continue as the depository regardless of changes in the ownership of the said Leased
I'remiges, the gum of” DF 1 80, Dollars, which shall opematc as 0 rental and cover the privilege of deferring the

like periods of the same number of moaths successively. And it is understood and agreed that the consideration firet recited herein, tho down payment, covers not anly
the privileges granted 1o the date when said first rental ia payoble s aforesaid, bul also the Lessee's option of extending that period as aforesaid, and any and all other
rights conferred. Rentals may be paid by check or drafi and may be remitled by mail. Mailing of rentn] on or before the rental-paying date shall be decmcd a timely
teader thereof and shall prechule termination of this lease, Notwithstanding the death of the Lessor, or his successor in intercst, the payment or tender of rentals in the
nunner provided ubove shall be binling on the heirs, devisees, executors, and administrators of such person.

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

1™, To deliver 16 thie credit of Lessor, free of cost, in the pipeline o which Lessee may connect wells on gnid land, the equal onc-eighth ( 1/8) part of all oil
produced and saved from the leased premises,
2", To pay Lessor for gas of whatsoever natwre or kind (with all of jts constiteents) produced ind sold or used off the lensed premises, or used in the
nufeeture of products therefrom onc-eighth {1/8) of the net actual amouay received by the Lessce, safd Fayments to be tnnde monthly.

4,/During any period (whether before or after expiration of the primary term hereol) when gas is not being so sold or used and the well or wells ore shut in and
613 o cw rent production of oil gr operations on said leased premises suificient 1o kecp this lease in foree, Lesses shall pay or tender n yalty of Three Dollars
(53.00) per yoar per nel royally acre Feinmed licreunder, sach paymont ar tender 16 be made on or Be ore the anniversary date of this leasc next cnsuing after the
expiration of ninety (90) days from the dale such well is shut in and thereafter on the anniversary date of this Jease during the period such well is shut in, to the royalty
owners.  When such payment or tender ig made, it will be considered that Bas is being producod within the meaning of tlic entire lease. However, said shut in
payment(s} shall net hod this leasc in foree more thant theee (3) years beyond the primaty term.

5. 10 gaid Lessor owns a less inferest in the above destiibed land thaw the entire and URAIAE] fee simple estate therein, then the royalties {including any shut-in
£us roynlty)} and rente ag herein provided for shall be paid the to the Lessor aply in the proportian which Lessor's interest benrs to the whole and undivided fee,

6. Lessee shall bave the right o use, free of cost, gos, oil and water produced on said land for Lessee's operation thereon, except water from fhe wells of Lessor,

7. When requested by Lessor, Lessco shall bury Lessee’s pipe line below plow depth, 03 amended by paragraph 5 of Addendum HAN,

8. No well shal! be drilled nearer than 500 fect to the house or bam now on eaid premises without writien consent of Lessor,

record a wtitten declaration describing the unit and stating the effective date of li i ilti i

r v pooling. Production, drilling, or reworking operations
includes af) or any part of ‘lhc Imased_ preaiises shall be treated as if it were production, drilling, or rewording operations on fhe leased promises, except thot the
preduction on which Lessor’s myal(y is calculated shall be tiat propottion of the total upit production which the nct acreage covered by this lease angd included in the



