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' " EXHIMT *c* :

OIL AND CAS LEASE

THIS AGREEMENT, mids this 15th day of S 1988, batw SANTA F2 PACIFIC

MINING, ING., herain called Lessor (whether nn'c or mors) and SANTA FE ENERGY
COMPANY, hereinafter called Lasssa:

1. Lassor, for and in'consideration of thé payment by Lessee of the sum of
. One and No/100 Dollar ($1:60) and other good and valuable conaideration, the
recsipt of which is hereby acknowledged, and of the observance and performance
of the covenants, stipulations; conditions and agreements hexeafter contained on
i the part of Lessee to be paid, kept and performed, has granted, demised, leased
H and let and does by these presents grant, demiss, lease and let unto the said
Lessee for the aole and only purpose of exploring, mining, drilling and
i operacting-for the production of oil,.gas casirghead gas and all other gasaous or
liquid hydrocarben substances and all other minetal substances producad in o
asgociation therewith, including heliwn ‘and €02 (hereinafter sometimés referred . b
to as ("leased substances?) and laying pipelines, bullding tanks, power stations
and stru h to produce, save, take cars of, treat and transport all
of said products in, on or under certain tracts of land in the county of
Fremont, State of Colorado, more particularly described in attached Exhibit *A"
("leased lands*) for a primary term of fifty (50) years from the date of this
ledse and for as long thereafter as any of the leased substances is produced in
commercial quantities from the leased lands. For the purpose of determining the
emount of any money payment under this lease, the leased lands shall be deemed
to consist of 11,772.32 acres, more or less. .

Notwithstanding any provision heréof to the contrary, this lease does not
cover or include coal, uranium,” geothermal asteam, water (except insofar as
required in Lessee’s operations upon the leased lands), potash or other mineral

f substances except those specifically deseribed in the preceding paragraph.

Upon written request to Lessee, Lessor shall have the right to daily
drilling reports, copies of all logs, samples of all cores and reports and
records of production of all wells drilled by or caused to be drilled by Lessee
on the land covered by this lease; and the right to bs present at any and all

- reasonable times to inspect and gauge or measure any and all oil and/or gas
produced hereunder; and the right at any and all reasonable times to inspect
" such of Lessee’s records of the use ,and sale of gas or its products on or off
the premises; and/or sale of oil, as are pertinent to the proper determination
of Lessor's interest in such gas and oil or its or their proceeds, and all these

rights nay be exercised by Lessor’'s representatives thereunto duly authorized in
writing.

2. Llessed is hereby granted the right and power, from time to tine, to .
' ’ pool or combine this lease, the land coversd by it or any part-or horizon B
thereof with any other land, lease, leases, mineral estates or parts thereof for
the production of 611 or gas. Units pooled hereunder shall not exceed the
scandard proratfon unit fixed by law and by governmental authority having : .
Jurisdiction. or by other’ lawful authority for the pool or area in which said N
land 13 situated, plus a tolerance of 10%. Lessee shall file written unit
designations in the county in which the prémises are located and such units may
be designated from time to time and .elther before or after the complation of
vells. Drilling operations on or production from any part of any such unit
shall be considered’ for all purposes, ‘except - the payment of royalty, as
operations conducted upon or productfion from the land described in this lease.
il There shall be allocated to the land covered by this leage included in any such
| unit that portion of the total production of pooled minerals from wells in the
1 unit, aftat deducting any minerals used in lease or unit operations, which the
i number of surface acres in the land. covered by this leass included in the unit 5
! bears to the total number of surface acres in the unit. The operations on or
| production from any part of any such unit shall bs congidered for all purpeses, ¥
| . including the payment or delivary of royalty, to be the entire production of
: pooled minerals froh- the portion of said land covered hereby and included in
said unit in the sams wanner as though produced from said land under the terms
of this ledse. Any pooled unit designated by Lessee, as provided herein, may be
dissolved by lessee by racording any appropriate instrument in the county where
| the land {s situated at any time' after the completion of a dry hole or the
cessation of production from said unit.
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3. If prior to the discovery of oil or gas hereunder, Lessee should drill
and abandon a dry hole or holes. hereunder, or if after discovery of oil or gas
the production thereof should cease for any cause, this lease shall not
terminate {f Lessee commences reworking or additional drilling opsrations within
sixty (60) days thereaftar and diligently prosecutes the same. If at the
expiration.of the primary term oil or-gas is not being produced and Lesses ia
then' engaged in operations for drilling or revorking of any well, this leass
shall remain.in force so long as such operations ara diligently prosecuted with
no cessation of more than sixty (60) consecutive days. If during the drilling
or reworking of any well under this paragraph, Lessee loges or junks the hole or
well and after diligent efforts in good faith ig unable to complete said
operations, ‘Lesqee may commence another well and drill the same with dug
Glligence. If any drilling, additional drilling, or reworking operations
hereunder result in production, then this lease shall remain in full foyce so
long thereafter as ofl or gas s produced hereunder, f

. A, Lesssea shell have fres uss of oil, 82 and water from maid land for all

opsrations hereunder, and the royalty shall be computed aftar deducting any so
used. Lessee shall have- the right at any tinme during or after the expiritiecn of
this leage to remove all property and fixtures placed by lasses on said land,
including the right to draw and remove all casing. When required by Lessor,
Lessae will bury all pipelines on cultivated lands belov erdinary blow depth,

5. The rights .of either party hereunder may be assigned in whole or in
part and the provisions hereof shall extend to the heirs, executors,
adefnistrators, successors and assigns, but no change or division in the
ownership of land, or in the ownership of or right to recaive royalties or
payments, however accomplished, shall operata to snlarge the obligations or
dininish the rights of Lesses: and such change or division shall not be binding
upon Lesses for any .purposs until thirty (30) days after Lassee has been
furnigshed by certified mail at Lessee’s principal place of business with
acceptable instruments or certiffed coples thereof constituting the chain of
title from the original Lessor. In the event of an assignment of this lease as
to a segregated portion of safd land. An assignment of this lease, in vhole ot
in part, shall, to'the extent of such ‘assignment, relieve and ‘discharge Lesses
of any obligations hereunder, and, if Lesses or assignee or part of parts hersof
shall fail to comply vith: any other provision of the lease, such default shall

not affect this lease insofar as it covers a part of said lards. upon which

6, Should Lesses be Prevented from complying with “any express or implied
covenant of this lease, or from conducting drilling or reworking .operations
hefounder, or from producing oil and or gas hereunder by reason of scarcity or
inability to. obtaln or use equipment or material, or by opsration of force
oajeure, or by any federal or state law or any order, rule or regulation of
Bovernmental authority, then whila so prevented, Lessee’s duty shall be
suspended, snd Lesseo ghall not be liable for failure to comply therewith; and
this lease shall be extended while and so long as Lessee is prevented by any

oil and gas bereunder; and' the time while Lesses 1s so prevented shall not be
counted against Lessee anything in thiz lease to the contrary notwithstanding.

7. It is mutually agreed -that Lessor doss not warrant the title or ths
quiet possession of gaid land, or of sald oil &nd/ox gas, in whols or in pare,
to Lessee against the claims of any person or persons claiming or purporting to
claim the game or any part thereof adversely to Lessor; and Lessor shall in ne
evant be 1liable to Lessee because of any lack or failure of title in Lessor in
the seme or the eviction of lessee therefrom, and it is mutually understoed that
fo covensnt of warranty shall be implied from any word or words herain
contained. \Vessor. agrees that Lessee at its option may discharge any tax,
mortgage or.other liem upon.said preamises, and in the event Lessee does so it
shall be subrogated to.satd 1ien vith the right to enforce same, and .to apply -
zoylll:iu,accrulng hereundar toward satisfying sams. It is agreed that if

- Lessor owns an interest in said oil and ges less then the entire and undivided

foe sinple estate thered; + then royalties to ba P4id Lessor heraundst shall be
Paid said Lessor only in tha proportion which 1its (aterest bears to the whole
Lasses shall not contest the validity of the title of Lessor
€0 any of the leasad premises conveyed by patent, grant or other Senveyance from
the United States Governasnt or any of 4ice agencies to Lessoxr or its

1pz¢uecn-o;-. Or any titls reserved to lassor or its pradescsssor upon the
ey £, s .ny q v

in the leased prenises by ‘thea,

~
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8. Lessee shall comply with #11 constitutions, statutes, ordinances,
regulations, rules, orders, decisions and other actions of all governmental
suthoritias which have valid jurisdiction over the leagzed landz “ox Lessee's
operations or activities on the leased lands.

9. Lessee's exercise of its rights under this lease shall not unreasonably
interfere with .Lessor’s operations or activities on the leassd lands for
minerals or substances other than leased substances.

10, Lesses shall comply with and perform the ohligations of Lessor under
any agreement between Lesssor and the owners of the surface estate of the leased
lands as the obligations relate te lessee’s optrations and activities on the
leaced lands, provided however, that any obligation of Lessor for the payment of
production royalties to the owners of the surface estate shall remain the.

obligation of Lessor and be paid or payable out of the royalties reserved to

: Lessor by this lease. Any obligation or liability to the owmers of the surface
! estate arising after the date hareof and not covéred by Lessor’s prior agreement
with the surface owners shall be the sole obligation of Lessee.

11. Lessee shall at ita own expense discharge and remove all iiens or L
encunbrances on the leased lands which are the result or consequence of lesses's 3
operations or activities, Lessee shall pay all taxes, with the exception of
taxes under the Windfall Profit Tax Act or any other excise tax, ‘Tesulting from

the exercise of its rights under this lease, fncluding, but not limited to, all
severance and production taxes..

12, (&) Except as otherwise provided in paragraph 11, Lassee shall
indeanify and hold Lessor harmless for and against payment of or responsibility
for. all expenses, 1iabilities, claims, demands, causes of actions, damages, and
expenditures of any kind eor type vhatscever inmcurred in connection with or
arising, in whole or in part, out of sny act or omisslon of Lessee under this o
lease, including, but not limited to, amy sct or omission of Lessse in the 3
development, construction, operation, and reclamation of wells or facilities and
the properties or performance of any of the terms and conditions of this lease.
Llessee shall assume all responsibility and expemse for defense of amy claims,
demands, actions, or other legal proceedings of any kind or type whatsocever
brought against or involving Lessor in connection with or arising, in whole or 4
[ in parc, out of any act or omission of Lessee under this lease, .Including, but 5
: not limited, vo any act of omission of Lessee in the development, construction,’
operation or reclamation of the leased lands or performance of any of the terms
and conditions of this lease. Nothing contained in this paragraph’ 13 shall
affect lessor’'s right to participate in, initiate, or prosecute any legal B
proceedings Lessor deens necessary to preserve or enforce its rights in the p
lessed lands or pursuant to the terms of this lease. For purposes of this :
paragraph 13, "any act or omission of Lessee" shall include any aet of omission 3
i of Lessee or anyone acting by, through or under Lessee, including any agent,

: employee, invitee, or licensee of Lessee, or any independent contractor employed
by Lessee, or any agent, employee, invitee, or licensee of such contractor.

(b) Lessee’s obligation to indemnify under paragraph 13(a) shall not
extend to lisbility, claims, damages, losses, or.expenses, including attorneys’
fees arising out of;

(1) the ..ﬁrapnaclon or approval of maps, drawings, opinions, reports,
surveys, change orders, designs or specifications by Lessor, or the agenta or
employees of Lessor: or

(i1) the preparation of or the failure to give directioms or
instruction by Lesser, or the agents or employees of Lessor, where such giving
H X or failure to give directions or instructions fs the primary cause of bodily
| injury to personms or damage to property. :

: (c} Lessee shall have no. obligation .under paragraph 15(a) to indemnify
| Lassor against losd or liabilicy for: . .

; | © (1) death or bodily injury to persons; eor
' (1) injury to property; or
. 3

i (11%) my' o‘:her loss, damage or expense ariasing under (i) or (1i) or
I both; or :

[~V
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(iv) any coﬁbimunn of these,

arising from the sole or concurrent negligence .of lessor or the agents or
employees of Lessor or any independent contractor who is directly responsible to
Lessor, or from any accident which occurs.in operations carried on at the direct
or under the supervisien of Lessor or an empIoyée or representative of Lessor or

in dance with hods. and means- specifted by Lessor or exzployees or
representatives -of Lessor,

"13. This leasa may for :dcording purposes. be reduced to momorandus, which
dum may be ded {n the county recorde of the ccunty inm which the
leased premiges. are Inca:ad.» St

terns hereof shall sontrol.

15. The rights of Leasee under this lease shall be subject to the rights
of all persons holding as of the date of this leasa an intersst in the mineral
sstate in any part of tha leassd lands by. through or under Lessor.

IN WITNESS WHEREOF, this agreement has been duly executed in duplicaty by
ar hereto, the day and year first above written, .

SAKTA FE PACIFIC MINIKG, INC,
e

Lessor Yice Pres ~Adm. W

BY:

SANTA FB ENERGY COMPANY

v L

: ¥
COUNTY OF BERNALILLO

The foregoing * instrunent was acknowled,
Feburary, 1989 , , by P. F. Weber, Vice President - Adn. o
Santa Fe Pacific Mining, Inc. .

£
.+ & corporatiom, beha
. #a1d corporation, ' TEOTLLISR, on Delalf of

Tuy COMMISSION EXPIRES:
June 21, 1989 g.u.})&/&amﬁ'
FUBLIC 8

- OFFICIAL SEAL
LAURIE L. FRANTZ

Notacy Bond Filed with
My, Comemisslon Expies Al

Leugee . G ﬁ‘/

ged before me this 23rd day of -

"NOTARY PUBLIC - STATE OF NEW MENICO " "
Secretarr of

£’
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THE STATE OF TEXAS §

COUNTY -OF HARRIS §

BEFORE ME, the wundersigned authority, onm this day personally
appeared R. I, ARNOLD, known to me to be the person whose mame is
subscrited to the foregoing instrument as Attorney-fn-Fact of SANTA FE
ENERGY COMPANY, and acknowledged to me that he executed the sane for

| the purposes and consideration thersin expressed, and in the capacity
i therein stated, and as the act and deed of aaid corporation.
I

GIVEN UNDER MY HAND AND SEAL OF OFFICE this 28 day of
Fod -, 1989, -

ELIZABETH S. MAIN
Notary Pudic
STATE OF TEXAS

* My Comm. Exp. Mar. 26, 1980

279
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SEG-TWP-RGE

06-208-69%
07-205-69%
07-205-69%
07-205-69%
18-205-659
18-205-69%
18-205-69%
18-205-65%
18-208-65W
18-205-69
30-195-69W
31-195-69W
31-195-65W
06-205- 69
06-205-69W
14-195-708
14-198-700
24-195-700
25-195-70w
25-195- 708
25-195-700
25-195-70
25-195-70W
36-195-700
36-19€-700
36-195-700
“01-205-700
01-205-70%

11-20s-70w
11-205-70W

12-20s-70w .

12-205-70W

12-208-70W

13.20s-70W-

13-205-70w
14-20s-70W
02-198-704¢
11-19s5-70W
11-195-70w
10-195~-70W

© 15-195-708--

07-205-69%
07-208-69%
“12-195-70w
- 04-198-70w
05198 70w

FRENONT COUNTY, CO
BE 908 PG 267 HORNA HATFIELD,

EXHIBIT "A®

To Lsase Option Agreement
Betwesn Santa Fe Pacific Mining, Ine.
And Santa Fe Energy Company

Fremont County, Colorado

PARCEL DESCRIPTION
FEE

NE/4
E/2, less RAF
NW/4, less R/W
SW/4

NE/4
E/2N0/4

W/2N/4

N/2SE/4

W/2SU/4

E/25W74

SW/4SU/4

NW/4Nu /4

SW/4sW/4, less R/W

B/25UW/4, less R/W

W/25W/4, less R/W

NW/4

/25074 o
5W/4,S/2R9/4,8/25E/6, less Ry
N/2NE/4

SW/4NE/4

N/2NW/4

SE/4NW/4

SE/4SE/4, less RN

NE/4NE/4, lesas R/W

SW/4SE/4

SE/4SE/4

N/2NE/4, NE/GNW/4
5/2NE/4,SE/ANN /4, B/25W /4, SEL4
lass R/W

E/2NE/4NE/4 .

V/2RE/4NE/4 ,SE /4, NU/GNE/G,
5/2KNE/4 .
E/2NW/4NW /4N /4 ,NE/4NW /4K /4,

558056 04711780 08:004" -
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ACRES

163.79
309,72
167.21
171.80
160,00
80.00
91.93
80.00
91.81
80.00
38.40
37,88
- 33.04
78.45
79.13
160.00
80.00
319.78
68.05
23.56
80.00
38.00
36.95
36.39
40.00
40,00
121.60

358.09
20.00

300.00

W/ 25W/ LN AU /4, S/ 2N /4 SW /4N /4,

S/25H/40 /4, SW /% ,NE/4SE/ANW/%,
S/2SE/4NU/4 B/ INE/6N /4,
NU/GNE/GNW/G. .
N/2NW/4SH/ 6N /4 N/ 2000 /65 6N 4,
NE/4SV /4R /6 E /250 /450 /5N U6,
SV/UNE/GRV/4, NN 4SELERATS,
SE/GNU/ANV/4

E/2

¥/2

“s/2.

E/2
Pt. SW/GNEfH

Pt. SW/GNE/&
WW/LSELG.

s9/4 .
ALl

ALL MINERALS ONLY

E/Z (Ry)

Na/4 (Ry)

SHALM/4

/258 i
SE/GSE/4, B -of W Line of Ry

265.00

10.28
4.19
-40,00
20.00

i 18,37

| A
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EXHIBIT "A" eont,
All MINERALS ONLY cont,
SEC-TUP-RGR PARCEL DESCRIPTION ACRES E:
08-195-70W NE/4NE/4 , SE/4NE /%, SW/GNELS 120.00
09-195-70W NW/4NE /4 : 40,00 %
09-198-70w RE/4NE/4 : 40.00 -
19-195-70W SE/&NW /4 40,00 .~‘
26-195-70W ) $/2SE/4 (Ry) 0.22 :
31-198-699 SW/4sW/6 (Ry) ' 6.28
) . 06-208-69% E/2SU/4 (Ry) 1.55
06-20S-69% . . ¥/259/6 (Ry) 9.27
i 25-195-70W SE/4SE/G (Ry) 3,05
38-19s-70W . NE/4NE/4 (Ry) 3.61
01.208-70W SE/4NE/4 (Ry) 1.07
01-20s-70w : NE/4SE/4 (Ry) 0.84
, . 354,73
! . OIL AND GAS RIGHTS ORLY E
. 5
04-195-70% W/25W/4 (1/2 Int, Only) 80.00
05-19s-70w . NE/4SE/L, exc. W 17 Rods {1/2
« Int, Only) 31.50
. 05-19s-704 SE/4SE/4 W of Ry 25.79
B 10-19s5-7200 B/2SE/4 ,E/2NE/G 160,00
02-198-70W BE/4SU/4,SV/4SE/G 80.00
11-19s-70w NE/4NW/4 , SW/4N0 /4 80.00
11-195-70w Pt. SE/4NW/4 lying wasterly
. and southerly of Brookside .
. Townsite 21.01
11.195-70w SW/4,NW/4NE /6 200,00
11-19s.70% NE/4NE/4 except tract 50' x .
120’ in NW corner 39.86
i 12-19s.70w . SW/4SE/4 . 40.00
| i , 17-195-69u SW/4SW/4 40.00
} 18-1935-69w NW/4 . 152,00 E
' 18-195-63% N/25W/6 76.92 E
: 18-198-69W SE/4SE/4 40.00
i 19-198-69W E/2NE/4 . 80.00
: 30-195-69% NU/4SW/4 38.40
31-19s-69% . SU/LRW/4 NU/GSW/E 80,00
13-195-704 E/2,S/25W/64 : 400.00
35-195-70W s/2 320.00
. 36-195-70W N/2SE/4, SE/LNE/4 ‘120,00 ;
; 06-208-69% W/ 2N /6 /4, NB /AN F6RE /4, 4
4 N/2SE/LNW /4NN /4 35,96 4
i . 06-20s-69W W/2NW/4NE/4RR /4 5.00
; 06-205-69v S/2MU/4 . 82.10 :
19-205-69W NW/4 . 171.81 . k
19-208-69w sW/4 171.93
19-205-69y S/2NE/4 NE/4NE /4 120.00
30-208-69W N/2N/4 ’ . 85.97
30-20S-69W SW/4NU/4 . 45.92
i 30-208-69% SE/4,SW/4NE/h 200.00
H 30-205-69W W/25W/4 91.69
31-20s.65W RE/4 160.00
31-20S-69W 5/284/6 85,92
01-208-70W W/2N0 /4 81.24
01-205-70% V/25N/4 . 80.00
02-208-70W All . 645,56
03-208-70w E/2 322,96
03.208-70w : K/2Nu/6 . . 83.44
03-205-70% NE/4SV /6, SB/AKN /6 80.00
10-208-70w E/2 . 320.00
23-20s-70W E/2 320.00 . .
24-208-700 2 : : 320.00 k
25-205-70W Co N/2 ,N/25W/4 , Bu/46SE/4 . 440,00 . . : :
26-20S-70% NE/4,NE/4SE/G - 200.00
20-195-69¢ NW/4R/4 40.00
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SEC-TVP-RGE
29-198-69%-

~-30-195-690
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EXHIBIT A" comt.
OIL AND GAS RIGHTS ONLY cent.
PARCEL DESCRIPTION ACRES

¥/z,8874 480,00
6,774.95

FRINONT OCUNTY TOTAL 12,972.32

8U/a%I/4 80.00
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