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OIL AND “GAS LEASE

\..mln./'%nr; Locmer, kesoeder

. ~ (}:}L”

THIS AGREEMENT made this__..__ |- 2MLH o wuo

19__7_0.. petween UNION PACIFIC RAILROAD COMPANY, a Utah corporation n\{thox'ized tq dt}
Lessor, and PAN AMERICAN PETROLEUM CORPORATION, a Delaware corporation authorized

November

business in the State of
to do business in said State, Lessee,

WITNESSETH :

!

bnsideration, receipt of which is hereby acknowledged and in consideration of the royalties herein provided, and of
ereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling
kras for all purposes being defined without limitation, to include dry gas, casinghead gas, distillate, condensate, helium
and, subject to the provisions of Sections 14, 15 and 16 hereof, laying pipe lines, building

1. Lessor, for a good and valuable c
the agreement of Lessee herein contained, %
and mining for and producing oil and gas (|

¥ .nd all other gaseous substances), and associated liguid hydrocarbons, i . I i
tanks, power stations, telephone lines and other structures thereon to produce, save, take care of, treat, transport and own said products and housing its employees,
’ . i
the following described land in
to-wit :
i
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o) See despription on attached Exhibit
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In addition to the land above descriBed, Lessor Lereby grants, Jeases and lets exclusively unto Lessee to the same exient as if specifically described herein
all oil, gas and associated liguid hydrocarbgns underlying lakes, rivers, streams, roads, easements and rights-of-way (other than railroad rights-of-way) which
. cenes : . 4 L DR
ey traverse or adjoin any of said lands. For pental payment purposes, the land included within this lease shall be deemed to contam_____)_,z@;j_.h_;i_ _________
o __.. acres, whether it actually comprises more or less.
& 2. Subject to the other provisions herein contained, this lease shall be for a term of 5 years fror its dats {eailed “primary term”) and as long thereafter
(‘TJ as oil, gas or associated liquid hydrocarbonis or any of them are produced from said land hereunder, or drilling or reworking operations ave conducted thereon.
f‘f" 3. Lessee, within three months from the date of this lease, shall commmence the actnal drilling of a2 t on the leused premises; and thereafter shall
£ prosecute the drilling of said well diligently, without unnecessary delay and in a workmanlite manner. it wat dritling of sald well is not commenced

within the time prescribed, this lease will

4.
be delivered free of cost at the wells, or t

The royalties to be paid by Lessge are: (a) on cil and on associated liquid hydrocarbons, 157

automatically terminate.
of that preduced and saved from said land, the same to
the credit of Lessor into the pipe line to which the wells may be connected; (b) on gas produced from said land and

sold or used off the premises or in the manufacture of gasoline or other products therefrom, the market value at the well of 159 of the gas so sold or used;

provided that on gas sold at the wells the
land, except water fromn Lessor's wells, fo

While there is a well on the leased
sold or used, and in the absence of oil or o

in, and Lessee may tender or pay annually]|

drilling operations on the leased premises
payment to be made on or before 90 days

before the anniversary date on which such

from the leased premises under all the ter

If any portion of the leased premises

reduced in the proportion that the amoun
total acreage contained in such pooled unit

Lessee shall use reasonable diligence

to market same under terms, conditions o

Lessee may from time to time purchase any royalty portion of oil or associated liquid hydrocarbons in its possession, paying the

prevailing in the field where produced on|

loyalty shall be 159 of the amount realized from such sale. Lessee shalt have free use of oil, gas and water from said
+ all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used.

bremises or on acreage pooled therewith capable of producing only gas, but from which well production is not being
her production from said premises, this lease shall be extended for a period of 80 days from the date such well is shut-
as royalty a sum equal to the amount of annual rentals which would be payable during the primary term to defer
hen subject to this lease; payment or tender of such royalty to be made as provided in Section 5 hereof, with the first
from and after the dete on which such well is shut-in and a similar puyment to be made annually thereafter on or
well is shut-in. If such payments are so made, it shall be considered that gas is being produced in paying quantities
ms and provisions of this lease.

is included in a pooled unit, the amount of the shut-in royalty applicable to the Lessor's interest therein shall be
of Lessor's net mineral acres included in any such pooled unit upon which such gas. well is situated bears to the
as provided in Section 7 hereof.

to market gas capable of being produced in paying guantities from a shui-in well, but shall be under no obligation
I circumstances which, in Lessee’s good faith judgment, are unreasonable or unsatisfactory.

market price therefor
the date of purchase; provided, however, that if Lessor shall so elect, Lessee shall deliver to Lessor in kind its royalty

share of oil and associated liquid hydrocarbons. In the event of such election, Lessor shall give to Lessee not less than 60 days’ notice of its election and shall
take said royalty share in kind for a period of not less than six (6) months following the termination of said sixty {60} day peried. Any such deliveries are to
be made from the facilities of Lessee, which shall have been installed for its own convenience at times and in amounts which equitably adjust deliveries of both

parties.

5. If the well provided for in Secti
hereinafter provided on or before one yea

shall pay or tender to Lessor, Att'n: Assistant Treasuger,iNatural Resources Division-Petroleum, ¥ 4 Frid Oklaboma, 7370i, the sum of
o T Y . B P - P k] e -
Ceven Hundred poxt G_ J == T __Dollars ($._.2af Pis

(herein called rental), which shall cover the privilege of deferring commencement of operations for d

and upon like payments or tenders annual
each during the primary term. The paym

Jepositing of such currency, draft or check in any post office, properly addressed to the Lessor, on or before {he rent

herein provided. Lessee may at any time e
nisiing a copy thereof to Lessor, and ther
and thereafter the rentals payable hereun

If Lessee shall, on or before any ren
shall be umconditionally obligated to pay
manner as #f such erroneous rental paymg
receipt by Lessee of written notice from s
payment,

6. Should any well drilled on the g
tained during the ,primary term and there
reworking an old wsell are not pursued on g
said well or wells, then this lease shall te
rentals, Section 5 gowverning the payment
last year of the primary term and prior 4
after discovery of oil, ;zas or associated li
last year of said term tirom any cause, n
term. If, at the expirationr of the primary|
continue in force as long as such drilling
this lease nevertheless shall continue in f
production is restored or additio..al produ
sixty (60) days, this lease shall coné¢inue
reworking operations are had without ces|

7. Lessee, at its option, is hereby .s
or either of them, with any other land, leal
said premises, such pooling to be into a we
oil, ani not exceeding six hundred and fo
that larger units may be created to confo
may pool or combine acreage covered by t
not conform in size or area with the unit g
to area with gas units. The pooling in one
units. Lessee shall execute in writing and
pooled into a unit shall be treated for al
thereon or production of oil or gas therefr
of royalties, as if such operations were o
wells be located on the premises covered Y
portion of the royalty stipulated hevein as
involved. Should any unit as oviginally ¢
thereafter, whether before or after produ
no event exceed the acreage content herei
declaration of unitization identifying and
filed until after production is obtained on|
effective until the first day of the calendg
filing of record notice of termination.

This Section 7 shall not affect the g

habove specified. In the: event an existing unit is so enlarged, Le

bn 3 hereof is drilled and completed as a dry hole and if operations for drilling are not commenced on said land as
from this date, the lease shall then terminate as to both parties, unless on or Lelere such anné\‘qe'rsary ‘,11%9 Lessee
e Lasiiss

1 of twelve {12) months. In like manner
ive periods of twelve (12) months
ut the option of the Lessee; and the
[ paying dute, 2hall durined payment as
inn or portions of the above & ses, fur-
red of all obligations ax to the z red,
pereby 38 reduced by said release or

Hing for & ¥
y the commencement of operations for drilling may be further deferred for
Ent or tender of rental herein referred to may be made in currency, draft or

PO S

<

kecute and place of record a release or releases covering any p
by surrender this lease as to such portion or portions and be r
der shall be reduced in the proportion that the acreage covere

tal date, make a bona fide attempt to pay rental to Lessor and i7 such payment shall be in an incorrect amount, lessee
o Lessor the rental properly payable for the vental period invelved, but this lease shall be mainfained in the same
nt had been properly made, provided that the erroneous rental payment be corrected within thirty (30) days after
lieh Lessor of such error accompanied by any documents and other evidence necessary to enable Lessee to make proper

bove described land during the primary term before production is ned be a dry hole, or should production be ob-
hfter cease, then and in either event, if operations for drilling an additional well are not commenced or operations for
aid land on or before the first rental paying date next succeeding the cessation of production or drilling or reworking on
Fminate unless Lessee, on or before said date, shall resume the payment of rentals. Upon resumption of the payment of
lbf rentals, shall continue in force just as though there had bren no ruption in the rental payments. If during the
b the discovery of oil, gas or associated liquid hydrocarbons on said land Lessee should drill & dry hole thereon, or if
huid hydrocarbons before or during the last year of the primary term the p uction thereni should cease during the
rental payment or operations are necessary in order to keep the lease in force during the remainder of the primary
term, Lessee is conducting operations for drilling a new well or reworking an old well, this lease nevertheless shall
qr reworking operations continue, or if, after the expiration of the primary term, production .on this lease shail cease,
vce if drilling or reworking operations are commenced within sixty 06, dawa after such cessation of production; if
hLtion is discovered as a result of any such drilling or reworking operations, conducted without cessation of more than
las long thereafier as oil, gas or associated liguid hydrocarbons are vroduead and ag Jong as zdditional drilling or

Lation of such drilling or reworking operations for mere than sixty (&0} conseeutive duvs

riven the right and power to pool or combine the land covered by this ieage, or nny portiun thereuf, as to oil and gas,
s or leases when in Lessee's judgment it is necessary or advisable i o in order io picperly develop and operate
H u.nit or units not exceeding forty {40) acres, plus an acraage ic en per cent (107% ) of forty (40) acres, for
bty (401 acres, plus an acreage tolerance of ten per cent {1071 ¢ 1y (640} acres, for gas, except
'm to w.ny spacing or well unit pattern that may be prescvibed by guvernimental suthovities having jurisdiction. Lessce
is lease, vw uny portion thereof, as above provided, as tn oil or ras in v meore steats, and units so formed need
 units into which the lease 35 pooled or combined as to auny Githav slra vunits need not conform as
or more inscances shall not exhaust the rights of the Lessee hereurndnc 3 ;¢ or portions thereof into other
place of record an instrument or instruments identifying and describing the pooled acreage. The entire acreage so
purposes, except the payment of royalties, as if it were included in rhis lease, and drilling or reworking operations
sm, or the comynletion thereon of a weil as a shut-in gas well, shall be conside for all purposes, except the payment
or such production were from or such completion were on the land coversd by this lease, whether or not the well or
y this lease. In lieu of the royalties elsewheve herein specified, Lessor shall receive from a unit so formed, only such
the amount of its net mineral acres pluced in the unit bears to the total acreage so pooled in the particular unit
eated hereunder contain less than the maximum number of acres hercinabuve spe ed, then Lessee may at any time
btion is obtained on the unit, enlarge such unit by adding addition x th bt the enlarged unit shall in
and place of veeord a supplemental
ntal deciaration of unitization is not
o of unitization shall not become
v terruinate any unitized area by

describing the land adderd to the existing unit; provided, that if
the unit as originally ercated, then and in such event the supp
r month next following the filing thereof. in the absen £ produckion

rovisions of Section 3.

ion of the lessed nremises and be relieved of all obligations

8. Lessee shall have the right at anly time without Iessor’s consent to surrender all or any por
as to the acreage surrendered arising sullsequent to the date of surrender. Linssee shall huve the vight at any time during or within cne vear after the expira-
tion of this lease to remove all property apd fixtures placed by Lessee on said léind, including the right to draw and remove all casing.

9. The rights of either party herel
parties hereto, but no change or division i
the rights of Lessee. No change in the ow
copy of all recorded instruments, all court

h ownership of the lund, rentals, or royalties, however aceomplished, shall operate to enlavge the ublig

ons heveol shall extend to the successors and assigns of the
ations ov diminish
nership of the land, or any interest therein, shall be binding un Lessee until Lessce shall be furnished with a certified
proceadings and all other necessary evidence of tiny transfer, inhevitanee, or sale of said vights. In event of the assign-

nder may be assigned, in whole or in part, and the pro
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meat of this lease as to a segregated portion of said land, the rentals payable hure mony the several leasehold owners ratably ac-
cording to the surface area of each, and default in rental payment by one shall nat nffe 5 swners hereunder. In case Lessee assigns
this lease, in whole or in part, Lessee shall be relieved of all obligations with respect " e Losigaed P riions arising subsequent to the date of

assignment.

10.
shall not be terminated,
is the result of, any such Law, Order,

All express or implied covenanft
in whele or in p3
Ru

If, during the term of this lease, ol

ing the same by reason of any of the causes set out in this
and effect until Lessee is permitted to prdgduce the vil,

tities or drilling or reworking operatio

11.
be subrogated to such lien with the right
in said land less than the entire fee simp|
reduced proportionately.

12,

13. The rights granted under this |leas: ar

14. Lessor

nevertheless, that the use of the leased pr¢

15. Lessee shall not make any ent
shall not drill any well or maintain any
grounds, or (b) of any buildings upon =}

16. Notwithstanding anything ¢
lands in which Lessor owns the mix
Lessor. Lessor will endeavor to ob
shall be paid by Lessor out of it:

Lessee shall pay for all var
bury all pipe lines l.sl'lw plow
repair and close f,

17.  Lesyus
loss or destrv..

o Siessor
, and Tor

niies!

5 ool Whds 1ease

WITNERL W IRREOR,

rt, nor Lessee held liable in <ariag
e or Regulation, or if prev
failure of transportation, or other cause heyond the control of Les«:s

Lessee at its option may discharge any tax, v

e estate in iar

reserves the right to udge suck
all purposes not inconsistent with the rights &

Executive Orders, Rules or Regulations, and this lease
if compliance is prevented by, or if such failure
labor disputes, inability to obtain material,

P and State Laws,
e to comply therewith,
* God, of the public enemy,
sectal

s of this lease shall be subjeer in =

i are discovered upon the lezsed premnises, but Lessee is prevented from produec-
<uall nevertheless be considered as producing and shall continue in full force
ydrocarbons, and as long thereafter as such production continues in paying quan-
provided.

or gas or associated I}

wl b d

gas or
s are continued

 iien upon said land, either in whole or in part, and in event Lessee does so, it shall
s and royalties accruing hereunder toward satisfying same. If Lessor owns an interest
uasomated liquid hydrocarbons, then the royalties and rentals to be paid Lessor shall be

to enforce sarr

This lease does not cover oil shale.

w wovenants of title or to give possession or for quiet enjoyment.
i>ased premises as may not be required by Lessee in the conduct of its operations hereunder, for
¢ Lessee shall so conduct its operations as not to interfere unreasonably with such use; provided,
Il not unreasonably interfere with the operations of the Lessee. .

y porticn of the right of way or station grounds of Lessor for any of the purposes of this lease, and
iwo hundred feet (200') (a) of any railroad tracks or buildings on said right of way or station

i this lease contained, no well shall be drilled upon or into and no facilities shall be installed upen any

1atil the consents of the suirfuce owners have been obtained under written instruments satisfactory to
and the Lessee agrees to cooperate. Any payments which the Lessor elects to pay to the surface owners

¢ owners’ lands, buildings and growing crops caused by construction, operations or maintenance of facilities, shall
new eross cultivated lands, shall construct gates where necessary for crossing fenced lands and keep the gates in
v with respect to such obligations.

#mless from and to indemnify it against any and all claims, demands, actions and causes of action for injury to or
njury to or death of any person, arising out of or in connection with operations hereunder.

stiffer any lien or other encumbrance to be filed or to remain against the leased premises as a result of its operations hereunder,

from and to indemnify it against any and all claims, demards, actions and causes of action which may result from

brange.
dhall inure to the benefit of and be binding upon the parties hereto, their successors and assigns.

this ingtrument is executed on the date first above written,

UNION PACQIFIC RAILROAD COMPANY

Its Attomey in Fact

JUATE OF ] . Colorado-Wyoming
SOTINTY OF oo ARAPANHOE | js ’ Acknowledgment
The éax;dgqm instrument was acknowledged before me by........... J. A Redeker ,

a§> Attorney in FaWor UNION
700 TAD
,;VITNESLS my ; -hand and offic

o = _' f,

VN -

.

IPACIFIC RAILROAD COMPANY, this

tober 23,

al seal.

1971

m Q\-
"“lnuu"
STATE OF .o e ;ss Utah-Nebraska
COUNTY OF oo e ) Acknowledgment
On the ... day of | e , 19, , bersonally appeared before me, a Notary

Public in and for said County,
personally known to me, who, bein
COMPANY and that said instrum
authority and said
the same.

WITNESS my hand and nota

My Commission expires

# by me duly sworn did say that he is the Attorney in Fact of UNION PACIFIC RAILROAD
ent was signed as his voluntary act as Attorney in Fact for and in behalf of said corporation by

acknowledged to me that he, as such Attorney in Fact, executed

rial seal the date last aforesaid.

otary Public

FROM
UNION PACIFIC RAILROAD COMPANY
TO
PAN AMERICAN PETROLEUM CORPORATION

NO oL
OIL AND GAS LEASE
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