Pammel Prospect

PRODUCERS 88 CW 503 (1) 1U;-1) OIL AND GAS LEASE BW-18
FHIS AGRULALNT, vade s ene Ped o s ot ihe 5th day ol July g4 vy and berhween
o James D. McDonald & Beverly J. McDonald, husband & wife
‘Rt. 3, Box 65

Tt T “Winterset IA 50273 ' - B ST - B L ' St

s herematter colled “Lessod” (whether one o more) and

l') Outerbndge S Assoc1ates, Inc., 621 17th St., Ste. 1050 Denver CO 80293 U herematten called “Lessee,” WETNESSE TH:

3 A

1. Lessor, for and in consideration of the sum of Ten € More DOLILARS ($ 10.00 & }, 1in hand
naid, of the :oyaluvs herem provided and ol the dq:emnmns ol Lesseo herein (m.mmml hen vhy qmm\ denmse s, leases and lets exe lusive ty unm ngm* the land
herematter described, for the purpose ot imvestigating, explonng, dotling and ouing for, producing, saving, takog, ownimg, tanspotting, stonng, bandling and
teatng oll, gas and all substances prodaced therewith, berem called leased substances, together wath b nghies, provdeges and easements useful for Lessee’s
operations hereunder on sad land and on lands 1in the same area o GLield, wicludimg but ot inwed 1o the tollowing nights. o lay papehines, 10 buld 1oads,
railroads and canals; and to construct tanks, pump and power stahions, power and communication hines, houses for its employees, and other structures and
facilities. The pluase ““gas’’ as used v this lease shall embrace all gases whether hydrocarhon gas, CO+, behium o other. The said land meluded in this lease is

situated in the County of Mfglsf)n__“ . , State of Towa B , and is described as
follows, to wit: - : Tt T T T e T T e
Township 76 North, Range 28 West, 5th PM LT
Section 16: SW/4 REC. & .. Co.. 744
Section 17: East 7 ac. of $/2 of NE/4 SE/4 '  PAGE .. &7 FILED i

Section 21: W/2 SW/4 BOOK PAGE_165
Township 75 North, Range 28 West, 5th PM

Section 2: SE/4 SW/4, £/2 SE/b 1384 N0V 19 PH 4202

Section 11: E/2 NW/4 . MARY E. WELTY
RECORDER
Fee $10.00MADISON COUNTY. I0WA

including all teased substances underlying lakes, streams, roads, strects, alieys, easements and rights-of-way which traverse or adjoin said land: and including all

lands owted or claimed by Lessor as a part ot any tract above described; and containing 447 acres of land more 01 less. As 10 the estate created
hereby, Lessor hereby relinquishes, releases, and waives all rights under and by viitue of the laws of tivs state providing for homestead exemption, dower,
curtesy and other rights substitutive thereof. This lease shafl cover all the interest in said land now owned by o1 heeatter vested in Lessor, even though greate
than the undivided interast (if any) described above. For the purpose of calculating any payments based on acreage, Lessee, at Lessee's option, may act as if said
land and its constituent parcels contain the acreage above stated, whether they sctually contamn more ar less. Lessee inay oyeet waler, gas or other substances

into any zone or stratuin underlying sad land and nat productive of tresh water.
]

2. Subject to the other provisions herein contained, this lease shall remain in force for a period of ten years trom the date hereot, herein called primary
term,”” and thereafter so tong as leased substances or any one or more of them is being produced from sand tand o1 any operation permitied hereander s being
conducted on suid land or this lease is conttnued in foice by reason of any at the other provisions hereat.

3. Royalues on leased substances to be paid by Lessee are: (a) on ail, one-eighth {1/8) of that produced und saved from said land, to be d(rlnv:}‘re(l at the
wells or to the credit of Lessor into the pipeline to which the wells ray be connecled; Lesses may from time 10 ime parchase any 1oyalty ail, paying theretor
the mairket value in the field where produced on the day it 1s run to the pipeline 01 storage tanks; (b) on gas, mcluding casinghead gas, produced b om said land
and sold or used off the premises, the market value at the well of one-vighth {1/8) of the gas so solkd or used, provided that on gas sold at the well the royalty
N shall be one-eighth (1/8) of the amount realized from such sale; (c) on sulphur, one dottar ($1.00) per long ton produced and marketed; () on all other leased
(Y) substances, five percent (5%) of their vatue at the well. Hf Lessee shall discover gas hereunder on said lund or on land unitized with any of said land, Lessee may

at any tume or times during or after the primary term and at Lessee’s election, pay as royalty (Rerein called shut-in gas well payment) a sum equal 1o the rental
hereinafter provided on the acreage then held by Lessee hereunder, whereupon it shall be considered for all purposes ot this lease that a feased substance is being
produced hereunder from said land tor a period of one year; such year 1o commence on the anniversary of this lease next preceding such payment, unless the
rental, if any, which accrued on such anniversary was paid, in which event such year shall commance on the anniversary of this lease next following such
payment. Any such payment may be made in the same manner as provided elsewheie in this lease for the payment of rental, and shall be in hieu ot the rental
. covering the same period of time; but shall not be in heu of any royalty based on actual production. Lessee may use, free of 1oyalty, leased substances and water
§ developed from said land by Lessee for all operations hereunder.

4, If operations are nol commenced on said land on or betore one year from the date hereof, this lease shall terminaie as 10 both parties unless Lessee, on

or before the expiration of said period, shall pay or tender 1o Lessor or to Lessor’s uiedit in ___Union State Bank (Acct. # 189877 9)

Bank at __ Winterset IA 50273 : or any successor, herein called

““depository bank,” the sum of Four Hundred Forty Seven and no/100thS—=e——memneeoo DOLLARS (8 447.00 ),
herein called “rental,” which shall extend for twelve (12) months the time within which operations mav ‘be commenced. Thereafter, annually in like manner
and upon hike payments or tenders this lease may be maintsined in force and such operations again deferred tar successive periods of twelve months each during
the primary term; provided, however, that if during the primary term hereof any leased substance is produced hereunder or any operations conducted hereunder

&within a period ot time three (3) months prior 10 any anniversary of this lease, the rental accruing on such anmiversary shall be excused and this lease shall
continue in force as though such rental had been paid. Operations shall be deemed 10 be commenced when the first matenal is moved in or the first work done.

Payments or tenders of rental or any other payment due or payable under the terms of this lease, other than royalties on actual production, may be made by

\ mailing or delivering cash or Lessee’s check or draft to Lessor or to the depository bank on or before such date of payment. {f any depository bank shall fail or

%‘Q refuse to accept the payment, this lease shall not terminate and Lessee shall not be held in default for faituie to pay unless Lessee shall fail to pay or tender such

) payment for thirty (30) days after Lessor has delivered to Lessee a recordable insirument designating another depository bank. Any bank herein or hereafter

‘designated as depository shall continue as such and as Lessor’s agent, regardless ot changes in ownership of Lessor's interest. Lessee may pay or tender such
payments jointly to the credit of all parties having any interest hereunder. I Lessee shall, in good faith and with reasonable diligence, attempt to pay any rental,
shut-in gas well payment or other payment but shall fail to pay, or incorrectly pay some portion thereof, this lease shall not teiminate unless Lessee, within
thirty (30) days after written notice of its error or failuie, shall fail to rectify the same. Lessee may at any time or tunes surrender this lease as to all or any
portion of said land by mailing or tendering to Lessor or to the depository bank or by filing for record a release or releases, and he telieved of all obligations
thereafter accruing as to the acreage susrendered. The rental shall be reduced 1 the same proportion that the acreage covered hereby is reduced.

'S

5. If any operations or production of a leased substance or any combination of such activities shall occur hereunder and if at any time or times after the
primary term or within three (3) months before expiration of the primary term such operations or such production or any combination of such activities shall
cease for any cause so that none of such activities continues, such cessation shall not cause this lease to terminate and this lease shall remain in force if and so
long as (a) payments are made under paragraph 3 (if applicable) or {b) any operation or production of a leased substance is commenced or resumed hereunder
during a period for which any such payment was made or within three {3) months after cessation of the fast of the operations or production that had occurred
hereunder or (c) the cause of cessation is covered by paragraph 8 hereof. Wherever used in this paragraph 5, or wherever else used in this lease unless the context
requires otherwise, the meaning of the word “‘operations’’ shall without limitation include: driliing, digging and boring operations, prodticing operations, the
drilling of a dry hole or successive holes before or after production is obtained, plugging back, reworking operations, deepening operations and remedial
operations in connection with either drilling or producing operations.

W&‘W
/G—Q@Wc/%

6. Lessee shall pay for damages caused by l.essee’s operations to growing crops, buildings, irrigation ditches, feed lots and fences. When so requested by
Lessor, Lessee will bury pipelines below ordinary plaw depth at the tme of installation when crossing cultivated land owned or operated by Lessor. No well shali
be drilled on said land 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 to remove all Lessee's property and fixtures, including the right to draw and remove all casing. Lessee shall drill any well which a teasonably
prudent operator would drill under the same or similar circumstances to prevent substantial drainage from said fand by wefls {ocated on adjoining fand not
owned by Lessor when such drainage is not compensated by counter drainage. No default of Lessee hereunder with respect to any well or portion of said land
shali impair Lessee’s rights with respect to any other well or portion of said land.

[~ g8

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 until Lessee has been furnished with notice, consisting of certified 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 ta payments thereafter made. No other kind of
notice, whether actual or constructive, shall 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, {f all or any part of Lessee’s interest hereunder shall be assigned, no leasehold
owner shall be liable for any act or omission of any other leasehold owner, and failure by one to pay rental shall not affect the rights of others, rentals being
apporuonable in proportion to acreage.
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8. Whenever as a result of any tause beyond Lessee’s control {such as fire, flood, storm, or other Act of God, governmental law, order, or regulation, lai
disputes, war, or inability to secure men, materials, permit{s), or transportation) Lessee is prevented or hindered from exercising any of its rights hereunaer,
complying with any of the terms hereof or carrying out any of its obligations hereunder, and such prevention or hindrance first occurs during the primary term
hereotf, the obligations of Lessee hereunder {excluding only its obligation to pay royalties hereunder on actual production), the conditional requiremant for
payment of rental under paragraph 4 hereof to perpetuate this lease and the conditional requirement for shut-in gas wel! payments under paragraph 3 hereof to
perpetuate this lease, shall be suspended during the period of such preveation or hindrance and for 90 days thereafter. The primary term shall be extended for 8
period of time equal to the period of such suspension and this lease shall remain in full force and effect during such pariod of suspension and during any such
extension of the primary term. Lessee may commence or resume the payment or tender of rentals or shut-in gas well payments after the period of suspension by
paying or tendering the proportionate part thereof for the lease year remaining after such period of suspension.

if such prevention or hindrance first occurs after the primary term hereof, Lessee’'s obligations and the conditionel requirement for shut-in gas well payments
under paragraph 3 hereof to perpetuate this lease shall be suspended while Lessee is so prevented or hindered and for a reasonable time thereafter. This lease
shall remain in full force and effect during any such prevention or hindrance and for a reasonable time thereafter provided that within such time, i.e., a
reasonable time after the period of such prevention or hindrance, Lessee commences or resumes operation hereunder or commences or resumes the payment or
tender of shut-in gas well payments by paying or tendering the proportionate part thereof for the lease year remaining after such period of suspension,

9. In connection with operations for the production of oil and gas or either of them, Lessee may at any time or times pool or unitize this lease insofar as it-
covers the lands covered hereby, in whole or in part, as to any stratum or strata, with other lands and leases in the same area or field so as to constitute a unit or
units whenever, in Lessee’s judgment, necessary or advisable to comply with a law, rule, order or regulation of e governmental authority having jurisdiction, to
reduce or prevent economic waste, to protect correlative rights, or to promote, encourage or accomplish the conservation of natural resources, by filing for
record an instrument so declaring subject to the following: {a) Units formed to establish or comply with an orderly or uniform well spacing pattern for the
production of oil or gas shall allocate to the portion of this lease included in any such unit a fractional part of all production from any part of such unit in the
proportion that the total number of acres covered by this lease included in such unit bears to the total number of acres included in such unit, and such units
shall not exceed 80 acres if for the production of oil and shall not exceed 640 acres if for the production of gas, plus a tolerance of 10% in each instance, except
that if the governmental authority having jurisdiction by appropriate rule, order or regulation prescribes or permits or, based on prior action of the applicable
governmental authorities, may reasonably be expected to prescribe or permit units of a larger size, the urit or units may be increased to the maximum so
prescribed or permitted or so reasonably expected to be prescribed or permitted; (b) Units formed to accomplish a cycling, pressure maintenence, repressuring or
secondary recovery program, or any other cooperative or unit plan of development or operation involving multiple wells must be approved by the governmental
authority having jurisdiction and shall allocate to the portion of this lease included in any such unit a fractional part of production from any part of such unit on
one of the following bases: (i) the ratio between the quantity of recoverable production allocable to the portion of this.lease included in such unit and the total
of alt recoverable production allocable to such unit; or {ii) such other basis as may be approyed by the governmental authority having jurisdiction thereof. Any
such unit so established may be eniarged to include acreage believed to be productive or may be diminished by excluding acreage believed to be nonproductive
or may be diminished by excluding acreage the owners of which fail or refuse to participate in the unit and, in the absence of current production therefrom, any
such unit may be abolished and dissolved by filing for racord an instrument so declaring. Instruments filed for record hereunder shall be filed in the public notice
records of the county in which the land Is situated. Upon production from any part of any such unit, Lessor herein shall be entftled to the rovalties provided for
in this lease on oniy that fractiona! part of unit production allocated to that portion of this tease included in such unit. Operations upon any such unit or
projected to any part of any such unit from an off-unit drillsite or production from any part of such unit shall be treated and considered for all purposes of this
lease, except payment of royalties, as operations upon or production from this fease.

10. Lessor warrants and agrees to defend the title to said land or to the undivided interest therein (if any) specifically described in paragraph 1 hereof, The
royalties hereinabove provided are determined with respect to the entire estate in lgased substances and if Lessor owns s lesser interest therein, the royalties to
be paid Lessor shall be reduced proportionally. Lessee at its option may purchase or discharge in whole or in part any tax, mortgage or other lien upon said land,
or may redeem the same from any purchaser at any tax sale or adjudication, and may reimburse itself from any rentals and royalties accruing hereunder and shall
be subrogated to such lien with the right to enforce same.

11. This tease shall be binding upon all who execute it, whether ar not they are named in the granting clause hereof and whether or not all parties named in
the granting clause execute this lease. All the provisions af this lease shall inure to the benefit of and be binding upon the heirs, executors, administrators,
successors and assigns of Lessor and Lessee.

IN WITNESS WHEREOF, this instrument is exrcuted as of the date first above written. : ' N
LESSOR SIGN HERE

484 38 5755 ey DWV.D.

"Sociat Security or MRKXNRXNMCX mes D, McDonald' N

Be;—e?ly J. McDonald

' ACKNOWLEDGMENTS .
STATE OF Towa
COUNTY OF Madison - \ -
On this 18 day of July in the year 1984 . the foregoing instrument was acknowledged before me, the under-
_.signed, a Notary Public, by James D. McDonald € Beverly J, McDonald, husband. £ wife .
N \X/_?:u personuly_appeared brfore me and_are_ known to ma to ba the identical person(s) described in and who executed the within and foregoing instrument,
e and ackné%lvfiedé:fgj to me that thex executed the same as__thejpr free and voluntary act and deed for the purpose and consideration therein expressed.
B — iWITNES§ WHEREOF, | have hereunto set my official signature a j my notArial seal the day and year firgabove written,
: T I ) ’
: 0} My dbmmi;snorgexpnress_epte_mber_3o 1984
H \ I-iz otary Pubti \ siding at /
K PR ) Gy AE N :
Lo, oy S
e, C,’ S
C U SIATEOFS) &
- - N
BTy ¥ ss.
OO - R : }
On this ___deyot _  __  intheyear , the foregoing instrument was acknowledged before me, the under-

signed, o Notiny Public, by

who personally appeared belore ime and known to me to be the identical person(s) described in and who executed the within and foregoing instrument,

and acknowledged to me that executed the same as free and voluntary act and deed for the purpase and consideration therein expressed.

IN WITNESS WHEREOF, | have hereunto set my official siéﬁgﬂﬁe and affixed my notarial seal the day and year first above written,

My commission expires

Notary Public residing at

stateof___ e orA no. 7 44 F~
2y A e N

COUNTY OF

This instcument was filed for record on the /? day of W , 1955(3( 7 "d’%o'clock, )O M,, and duly
recarded in Book ___:‘B_'Q_____ Page ____[_éé:;»__, of the records of this office.

County Clerk — ASHster ot Deeds W

8y ’

QUTERBRIDGE & ASSCCIATES, INC. T Beputy
621 17th STREET SUITE 1050 .

Return to

DENVER, COLORADO 80293




