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CTHIS AGREEMENT, Enterrd mto this the— _12th day of Fobruqry

setwcen  DONALD GOOK, |
551 South 6th Avenue, Brighton, Colorado

hetelnniier called lessor,

| ' ¢
i hereinafter called lestee, does wilnees:
$10.00 ' :
1 That leswar, (or and in eontideratinn of the snn of . 9 - CLLUnllars in hand paod and of the cavennnts and agtesments hiersinafier contnined
1o he perfonmed v the dessee, has Uua day wrontesd, deaned, nonl let wied by theae preents does herehy grant, dease, nng Iel exclutively unto the lestee the
heremalter deserihed Laned, amd with the bt to winatee Hus bease or ahy part theeeof with othee o)l wintl gas lenses nn ta all 6r any part of the Jands covered
theeehy iy Derenliee provided, [or the purpose of careving on grological, grophysical and other explorntory weork, ancluhing core drilling, and (e anling, mining,
and aperating (ur, produeing. and saving all of e @), gas, casnghead gas, casmnghend gonoline and wll GIRer gunes and (heir retpective constituent vapors,
. and for contructing roads, laying pipe hnes, buatkding tanks, storing oll. buildinig power  stations, telephane lines and other atructufes thereun NeOCessary of
i
L)

i' sm¢ Do L. Percell, Denver, Colorado
o~

convenient (or he cconomical vperation of sud land alonc or conjointly with neighboring lands, to produce, snve, lako core of, and manufacture all of such

Weld Colorado

State ofe— and described as follows:

<O

58

ci\r i aubstances. afd for housing and boarding employees, said tract of land with any reversionary rights therein being situated 1n the COUMY Of e comms commnmey
ey

(S

i

Tovmship 2 North, Range 66 Vest
o Section 12: Nirg; Nallba; SWGNE%; N4SEXNE%

o 1.4ttt L
in LlibH. — Tul

&)
i)

ML :
7L Yy i and conulnlng_ﬁ_.

. 5

2. 1L Is ogreed that this lcase shatll remain in full farce far o term of years from this oate, and as iong thereafter as oll
or gas. of cither of them, 13 produced from said land 1or from lands with which sald land is conaolidated) or the premises are being developed of operated. '

acres, more or less, .

To dellver to the crédit or lessor, free of co.t, in the pipe line to which lessee may connect his wells. the equal one-eighth 1ta) part of all oil

[\84
P
o J. In considerntion of the premises the sald lessce covenants and agrers: ' !
g produccd and saved [rom the leascd premises.

4. The lessee shall monthly pay lessor as royalty on pas marketed from each well where gos only s found, oneselghth (la) of the proceeds 1f sold at the
well, or if marxeted by lessec off the leased premises, then one-¢ighth t1a) of its market value at the well. The tessce shall pay the lessor: (atv one-cighth (v,
of the procceds roceived by the lessee {rom the sale of casinghead gns. produced (rom any oil welli 1b) one-cighth ¢'ad of the value, at the mouth of the well,
computed at the prevalling market price, of the casinghead pas. produced from any ol well nnd used by lessee of{ the leased premises for any purpose or
used on the leased premises by the lessee for purposes other than the development and operation therof. Lessor shall have the privilege at his own risk end
expense of UsING kns irom any gas well on said land for stoves and inside lights tn the principal dwelling located on the leased premiscs by making his own
conncctions theretn

Wiwic su6 from a well or wells, capable ot producing gns only, it not sold or used for o perind of one year, lessee shall pay er tender as rovalty, an
amount equal to the dclay rentnal as provided in paragraph 13 hercol  paynblo annusily on the anniversary date of this leasc following the end of cnch such
year during which such gas Is not sold or used, and while snaid royalty is so paid or tendered this lease shall be held ns a producing property under parae
graph numbered two hercof, LI

v -
5. 1l operotions vor the drilling of a well for oll or gas arc not commeunced on said Iand on or before the, 12th dny ofs ebruary 171 s

th}s iease ahn}} terminatc as,to hoth parties, unless the lc}s;e shall cn or before tald date pay or tender to the lessor or for the lessor's credit in the
. 3 . i y

. ’, .. .
o = T A S LS N h/= .- . Y,
A S e V1L / 1-/7”L//'/.' 27 Bank at 2l /Lf"‘-/f PN ///-,;._-_ KYIRE . or Its successors, which Rank and fts suc- -
cessors are the lessor’s ogent ajnd shall continue as the depository of any nfid all sums payable under this lease regordicss of chonges of ownership in safd '

1 - L1 L] 7
1and or in the ol and gas or in the rentols to accrue hercunder, the sum of anee Hundred & 1‘10/100“"“"3‘)!1“5. which shall op-
erate ns o rentnl and cover the privilege of deferring the commencement of operations for drilling for a period of one year. In like munner and upon like
paymaents or tenders the commencement of operations for drilling may further be deferred for ltke periods successively. All payments or tenders may be made by
check or draft of lessee or any assignee thereof, matled or delivered on or before the rental paying date, either direct to lessor or assigns or to sald depository
bank, and It s understood and agrecd that the consideration first rccited hereln, the down payment, covers not only the privilege  granted to the date when

. sald first rental is poyable as aforcsald, but also the lessee's option of extending that period as aforesaid and any and all other rights conferred. Lessee moy

. at any time cxecute and deliver to Lessor, or place of record, a releasc or relenses covering any portien or portions of the above described premises and
. thereby surrender this lease as to such poriion or portions ond be rclleved of all obligations as to the acreage surrendered, and therenfter the rentals
payable hereunder shall be reduced In the proportion that the acreage covered hereon is reduced by saild release or relenses.

6. Should the first well drilled on the above described land be a dry hole. then, and in that event, {f n sccond well 15 not commenced on sald land
within twelve months from cxpiration of the Iast rental period for which rental has been paid, this leasc shall terminate as to both partics, unless the
lessee on or before the exnirction of sald twelve months shall resume the payment of rentals in the same amount and In the same manner as hereinbefore
provided. And it Is agrecd that upon the resumption of the payment of rentals. as above provided, that the last preceding paragraph hercof, governing the
payment of rentals ‘and the cifect thereof shall continue In force just ns though there had been no interruption in the rental payments,

7. Tt saldd lesnor owns  less interest In the above described land than the entire and undivided fce simple estnle theretn, then the royalties and rentals
hercin provided shall be pnid the lessor only in the proportion which his tnterest bears to the whole and undivided fee. lowever, such rental shall be Ja-
creased at the next ruccecding rental naniversary after any reversion occurs Lo cover the interest 50 acquired, ’

i) The lesnce shnll hinve the richt Lo, use, [ree of cost. nns, oll and water tound on said Innd for 1ts aperations thereon, except watee {rom the wells of
the Jesanr.  When required by dessor, the lessee shnkl bury ity mpe Mes helow plow depth and shall pay for damage ennred by (1I8 operntiony (o growing ¢rops
on Anld Tand Mo we't slalbshe drilled prureer than 00 Peet Lo the house or burn now on antd premizes without weitten consent of the lessnr. Leweee thall have
the right al any thne dueing, or nlter the expiration of, this Jeiane to femove all machinery, fixlures  houses, butldings  and other atenctures ploced on suld
premines, ncinding the nght to draw and remove nll cnsing.  Lassee agrees, upon the rompletion of any test ae a dry hole ofF upan the abandenmmt of any
producing well. @ reatore 1he piemivea to theie ortginal contour as near ws practicable and to remove all  Installntions SIBID & fearonalile Lime.

9. I the estate of either purly hereto Is assignedsand the privilege o ResgNINE 0 whole or 1n part is expressty allowedr, the covennnts nereof shall extend
to the heirs, deviares, exceutors, adminittrators, successors, wnd assigns, but no vhance of ownership 1 the lanid or in the rentals or royaities or Any sum
due under this lease shall be binding on the lessee until 1t has been furnished with either the onigainal recorded instrument of conveyance or a duly ceriitied
copy thereof or a certified copy of the will of any deceased owner and of the probate thercol, or certified copy of the procecdings showing appuintment K14
an administrator for the extate of any decented owner, whichever is appropriate, together with all original recorded instruments of conveynnce or duly certle
fied copies thereal necessnry In showing s complete chain of title bnek to lessor to the {ull interest clnimed, and all ndvance payments of rentals made heree
under belore receipt ol sald dncuments shall be binding on any dircct or Indirect assignce, grontee, devisee, administrator, executor, or heir of lessor.

10, IC 48 hereby ngeesd that in the event s dease shall be assigned o8 (0 & part or a8 to purts of the ahove describred land and the holder ar owner
of nny such purt or parta shall make defanit in the payment of the proportionate part of the rent due from him or them, such defanil ahall not aperate Lo
defent of afirct Lhin dease nofar us L covers a parst of snid lund upon which the lessee or any aasgnee hereafl ahnll make due payment ol sad rentala,

1. Lensor hereby warsants and agrees to defend the title (o the Innd herein desceibed and agrees thiat the leazee, at itn oplion, may pay and discharge in
whole or in purt any taxes, maortguges, or other liens existing, ievied, or esLed an o aguinst the shove described lands and, i event §Loexereines sieh opuon,
1 ahull b subrognled to the righis of uny hoider or holdera thereol sand may reimburae itsclf by appiying Vo the discharge of any sueh morigage, Lax or olher
hien, uny royully or rentrls accruing hereunder,

12, Hatwithetnnding anythiog in Wus lense contnined to the contrary, it is expressly ngreed that (f lessee ahall enmmence aperations far drilling ot any .
time while this leure in in loree, ihis dense shall remunin in force and its terms shull conlinue so jong as such operatinons are proseculed and, If production
resulls therefrom, then us.lony as production continucs, .

If within the primury term of this lease, production on the lensed premises shall cense from any eause, this lease shall not terminate provided ope-
rations for the driliing of o weil shull be commenced betore or on the next ensuing rental paying date: or. provided lessee begins of resumes the paynent of .
rentals 1n the manner and amount hereinbefore provided. If, after the expiration of the primary term of this lease, production on the leased premiscs shall
cease (rom any cnuse. this lease shall not terminnte providied lessec resumef operacions for re-working or drilling n well within sixty t60» days from such
N cesantion und this lease shall remain in force during the prosecution-of such operations and. If production results therefrom. then as long us production
continues,

13 Lenner I8 hereby exprently granted the right wnd privilege (which T.ewsee maoy exerelse nt any time elther hefore or after production has been
ObLuINed Upen thia Dremines Or abdy premiies consolidited herewitht to consolidate the gas leasehold estate ereated by the exeeution and delivery of this lease,
or nuy part of purts thereof, with any other gus leasehold entute or estutes Lo (rrm one or more gns operating units of not to cxceed approximately 640 acres
cach. I such nperating unit or units 18 5o created by Lessee, Lessor aprecs Lo necejd and shall recelve out of the pas production from ench such unit such.
portion. 6! the yan royalty as the number of acres out of this lease placed in such unit bears to the total number of acres Inciuded v such unit. The com-
inencement or completion of n well, or the continued operation or production of gns from AN existing well, on any pertion of an operating unit shall be
construed wnd considered as the commencement or completion of a well, or the continued operation of. or production of gas from a well on cach and all
of the lands within and compriring such operating unit; provided, that the provisions of this paragraph chall not aifect the payment or non-payment of
delay rentals with respect to portions of this premises not included ina unit, but this lease as to such portions of this premises not included i1n a unit,
thall be decmed to be a separate lcase. In the event portions of the above described lands are included in several units. cach portion 30 included shall
constitute o scparate lense. and the particulur owner or ownera of the lands under ench scparate leasc shall be solely entitied to the benctits of and be .
subject Lo the obligations of lessor under cach separate lease, Lestee shall execule in wrniting and record in the conveyance records of the county in which
the land herein leased is situated an instrument identifytng and describing the consolidated acreage. . .

14, '.rhi: leaso and all its terms. conditions and stipulations shall extend to, and be binding on each of the parties who signs this lease, regardless of
whether cuch lessor 15 named above and regardless or whether it is signed by any of the cther parties hereln anmed as leanors, Thlg iease may be aigned
. in counterparts. each to have the same effect ns the original. - . .

IN WITNLSS WHEREOF, we sign theidny and year {irst above written. /L . ‘.' - ", ' o v
Wit : : . s . /) ’
6 fnest . :") Lisi s (',/(/ C a4

. DONALD COOK \
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COUNTY OV s / — [ " Wyoming, Utah, Knnsas, North Dakotn, South Dakota YMontana H
g ] 4 ‘ Y ! 5o, AN Y AN . ' ‘
On A - DAL R AR T v 19 L » befote me personally appuated l Y
DONALD COCK
to- me kpown, .t'?'.bc the person(s) described in and whose name(s) is (arc) subscribed and who exccuted the foregoing instrument
. ond ncknowlcdgcd'(p me that he (she) (they) duly executed the same as his (her) (their) free and voluntary act and deed, including
thie release nad wiiver of the right of homestead, the said wife (wives) having been by me fully apprised of her (their) right(s) and
effect of signing pad acknowledging the said instrument. Given under my hand and seal the day and year last above writeen,
c~ ." X e . 2 fa TG ' . e
— My"Commission Expiressenl o) ¢ : A i oI . —\
. T o '///\A oL LA
by [~ LV e LA W,
K . = s Notary Pu‘bliy/ . Syl o
o e .'0‘,.'_-. esiding au:/ N Oy, (v/z] -y
ooy | T
. N.STATE 'OF. INDIVIDUAL(S) ACKNOWLEDGEMENT (Colorado, Nebraska,
: ss , .
COUNTY OF ; Wyoming, Utah, Kansas, North Dakota, South Dakota, Montanu,
On — v 19 » before me personally appeared
to mc known to be the person(s) described in and whose nameis) is (are) subscribed and who exccuted die foregoing instrument
and ncknowledged to me that hie (she) (they) duly executed the sume as his (her) (their) free and voluntary act and deed, including
the release and waiver of the right of homestead, the said wife (wives) having been by me fully apprised of her (theie) right{s) and
cffect of signing and acknowledging the said instrument. Given undee my band and scal the day and yeat last above writteun,
My Commission Lxpires:
Notary Public
Residing at:
STATE OF ) INDIVIDU ALIS) ACKNOWLEDGEMENT (Colorado, Nebraska,
COUNTY OF : j'.\h Wyoming, Utal, Kansas, North Dakota, South Dakota, Montanu,
On : . 19 s before me personally uppeacced
to me known to be the person(s) described in and whose name(s) is (are) subscribed and who exccuted the foregoing instrument
and ncknowledged to me that he (she) (they) duly exccuted the same as his (het) (their) free and voluntary act and deed, including
the release nnd waiver of the right of homestend, the said wile (wives) having been by me fully npprised of her (their) right(s) and
clfect of signing and ncknowledging the said instument, Given under my bhand wnd seal the day and year Inst nbove written,
My Commission lixpircs:
Notary Public
Residing at: )
| d
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STATE OF._. CORPORATE ACKNOWLEDGUEMENT (Colorado, Nebraska,
. P8BS, .
COUNTY OF Wyoming, Utah, Kansas, North Dakota, South Dakota, Montaua,
On , 19 , before me personally came the above named
(who being by me duly swom, did say that he is the
President of : ——
a corporation, nnd that the seal affixed to snid insteument is the carporate seal of snid comporation) who is peesonally kaowa to me
W be the identical person and officer whose nume is allixed 1o the above instenment w000 President of said coporation,
and ucknowledyed the instrument to be his dree amd voluntiuy act and deed nad the free nnd voluniary act and deed ol said cors
potution; thae aaid corpormtion executed said instrument and de said iostrument wias executed, signed and sealed on beladd of
said comoration Ly wuthority of its Jloard of Directars ar by authority of its Hy=Laws, . . ' :
My Commission LExpires:
Nmn?{ Public
Residing uee . .
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J. %, WHEREAS, under date of. 19"0 a certain-oil and gas lease was executed

onald Cook Tt T
jmcx%kmﬁq as lessor, unto D. L. Purcell, as lescee, whlch 1ease is recorded in

t . A

i Book 623, Pecept1on No. 1544938, of thc reCOrds of Wéld countv, Colorado and which
E lease covered certaln lands situate in sa1d Weld county, Colorado descr*%ed therein
o~ e I T R P Ls -

. as-follows: Lo e T T '4‘, o Y
K Pownshiv.2 North! Range 66 West, 6th P,M. D
23 Section 12: NWi and the NlNE% and the SUENEL and NESELNEL T }
Ne' SR ‘
;ﬁ AND NHEREAS sa1d descrlptlon is erroneous and the lands 1ntended to be.covered
o e e A s -
=t by said lease, and 31tuate in said county and state, are more accurately described
T~ .
«:  as follows: _ ’
o ,
o Township 2 North, Range 66 West, 6th P.M,
o Section 12: Ny, N3NE:, SWLNE:, W3SELNE;
! AND WHEREAS the urdersigned are the owners of interests in the lands last above
th - ~ ~
! - described, or in the above-mentioned oil and gas lease, which interests are affected
A , . ek e
&3 .
=

by said lease. . _

NOW, THEREFORET' for the purpose of making said légse definite and certain in
;respect to;the identity of the landé intended td be covéred thereby, we do heréby
acknowledge that it was the dptention df the lessor in the aforesaid lease to lease
" for oilAand gas mining purposes all of the lands 1ast'above'd¢scribed; and we hereby
amend said lease in respect to fhe'dedcription of the lands included tﬁerein, and
ratlfy and adopt the same as so amended | d l-'-A"- | . ‘.f- rd

WITNESS our hands and seals thlS 7th day of September, 1972.A

MACHII-ROSS PETROLEUM CO.,
A partnership

. Bys KAR PETROLEUM COMPANY S

By: , { (Koo, - R Py ) M
Kehneth A, Ross, Jrv N Donald Cook

_.__General Partner

| m e

MACHII-ROSS PETROLEUM CO.

T T UL UUT T TRCKNOMIEDGMENT
STATE OF cQLORADO ) | |
)ss.
COUNTY OF__WELD )

Tho- .£oregoing instrument was acknowledged before me this_ 8th _8th ~ day of
?{"Sepbember » 1972 by Rooctesirx Donald Cook

L -M?'cqyysadm:explres 7-1=73 . Qé%%%&54/€%%7 544A54Q9Q7$

! _ Y : _ 7 Notary Public
: 3 RN ¥ - ‘ Hanes M. Dawson
: Ty Ty \(O !O\Q - - l i
' . LI B LV R v
’/ ...... m.....‘.g(‘y \‘t -
IF UM
..ut““

- | L% oGO Y/ IR T
\- Rocorded af o'clock )

v | Roc. Mo____iﬁiﬁﬁﬁl____f’«nn Spomer, Kocordss
S - o=/

lND(}XEII

_éngjz;/—)f
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AZENTLEDANTNT
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) .sfm OF f” Q T ) 1618581 »
/ .t . .

COUNTY OF ) ' ) L
. . P
On this ' day of '~ ) , 1972, before me psrsonally
appeared , who, oelng by me duly sworn, did say
that he is the ’ Pre51dent of Machii-Ross Petroleum Co.,
who.is personally known to me to be the identical.person.and.officer whosg name is
affixed to the above'instrument as President of said Machii-Ross

Petroleum Co., and acknowledged the instrument to be the free and voluntary act and
deed of said Machii-Ross Petroleum Co.; that said Machii-Ross Petroleum Co,- executed
said instrument and that said instrument was. executed, signed and sealed on behalf of
said Machii-Ross- Petroleum Co. 't')y authbrlty of its board- of .directors or by authorlty
of its by-laws. ' _ _ :

e : . S o

My commission expires ' : to Co
[T AT R (U R, Ve - e e e aea e Lo . NOtaryPublic

Ciae

T

i STATE OF CALIFORNIA )
: . : B ) ss:
t - . COUNTY OF LOS ANGELES )

' The foregoing instrument was acknowledged before me this

__16thaay of . November , 19.72 py KENNETH A. ROSS, JR.
as General Partner of KAR PETROLEUM COMPANY.

.‘WI‘I‘NESS my hand and official seal.

J-:alza EEE-FE 211 1-1 1 F-@0 b HD!E'J"BEBHEEHBI
OFFICIAL SEAL a

HAZEL G. RIKER
NOTARY PUBLIC — CALIFORNIA
. OFFICE IN

- ntiE /‘Ag/’{ /AL,/

) - E e e Notary Public
H )M asmrission Extires Apr. :
Ry y n-.l. 2 nmmecs nusnees Hazel G leer

oo . My Commission Expires: April 234;1-975
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Recorded af. €7 //:;hd;qu_Jﬂ MAX l

Rec. No. 154 qus Ann Spomsr, Rnord'-N pE)
. ' ~ -1 '
oL 30_0‘( | Q\ ,
R 624 ~ -

N\ Fc:)rm 88—(Producers) B W \, OIL AND GAS LEASL‘

Kan,, Okla. & Colo. 1942 Rev.

" THIS AGREEMENT, Entered into this the. 7th day of April
. petween_verne Hagans & Grace Hagans, his wife
. RR 2 Box 194
- Ft, Luoton, Colorada 80621

ow o

hereinafter called lessor,

and Leland & Vance 1645 Court Place. Denver, Colorado 80202

hereinafter called lessee, does witness:

I That lessor, for and In consideration of the sum oft€N_& MOIX'E pollars in hand paid and of the covenants and agreements herelnafter contained
ta be performed by the -lessee, has this day granted, leased, and let and by these presents does hereby grant, lease, and let exclusively unto the lessee the
hereinafter described land, and with the right to unitize this lerse or any part therecof with other oil and gas leases .as to all or.any part of the lands covered
thereby as hereinafier provided, for the purpose of carrying on geological, geophysical and other exploratory work, including core drilling, and the drilling, mining,
and operating for, producing, and saving all of the cil, gas, casinghead gms, casinghead gasoline and all other gases and their respective constituent vapors,
and for constructing roads, laying pipe lines, building tanks, storing oil, building powers, stattons, telephone lines and other structures thereon necessary or
convenient for the economical operation of said land alone or conjointly with neighboring lands, to produce, save, take care of, and manufacture all of such

substances, and for housing end boearding employees, said tract of land with any reversionary rights therein being situated In the County af.
Weld State of. Colorado and described as follows:

Township 2 North, Range 66 West Of The 6th P.M.
Section 12: S%

26015u6H95 9

in Section____ XXX Town; XXX Range. XXX and 320

acres, more or less.
2. This lease shall remain In force for a term o i

14 —— years and as long therealter as oll, gas, d gas, head 1i; or
any of the products covered by this lease is or can be produced.

00059

3. The lessee shall deliver to lessor ns. royalty, free of cost, on the lease, or into the pipe line to which lessee may connect its wells the equal one-eighth part
.of all oil produced and saved from the leased premises, or at the lessee’s option may pay to the lessor for such one-eighth royalty the market price for oil of
like grade and gravity prevailing on the day such oil is run Into the pipe line or into storage tanks.

4. The lessee shall pay to lessor for gas produced from any oil well and used by the lessee for the manufacture of gasoline or any other product as roy-
alty % of the market value of such gas Bt the mouth of the well; If seid gas is sold by the lessee, then es royalty % of the proceeds of the sale thereof at
the mouth of the well. The lessee shall pay lessor as royalty % of the proceeds from the sale of gas as such at the mouth of the well where gas only Is found
and where such gas is not sold or used, lessee shall pay or tender annually at the end of each yearly period during which such gas is not sold or used, as
royalty, an amount equal to the delay rental provided in paragraph 5 hereof, and while said royalty is so paid or tendered this lease shall be held as 8
producing lease under paragraph 2 hereof; the lessor to have gas free of charge from any gas well .on the leased premises for stoves and inside lights in the
principal dwelling house on sald land by making his own connections with the well, the use of such gas to be at the lessor's sole risk and expense.

HAY-~1-10

. 5. If operations for the drilling of a well for oil or gas are not commenced on sald land on or before the. 7th day of. Aprll 197_1,
‘this lease shall terminate as to both parties, unless the lessee shall on or before said date pay or tender to the lessor or for the lessor's credit in the

. Ft, Lupton State Bank ol e Lupton, Colorado or its s, which. Bank and its suc-
“sessors are the lessor's agent and shall continue as the depository of any and rll sums payable under this lease regardless of changes of ownership in sald

land or in the oil and gas or In the rentals to accrue hereunder, the sum of. Three Hundred Twenty & No/lo&llars, which shell op-
erate as a rental and cover the privilege of deferring the commencement of operations for drilling for a period of one year. In like manner and upon llke
payments or tenders the commencement of operations for drilling may further be deferred for like periods successively. All payments or tenders may be made by
check or draft of lessee or any assignee thereof, mailed or delivered on or before the rental paying date, either direct to lessor or assigns or to said depository
bank, and it is understood and agreed that the consideration first recited herein, the down payment, covers not only the privilege granted to the date when sald
tirst rentel is payable as aforesaid, but also the lessee’s option of extending that period as aforesald and any and all other rights conferred. Notwithstanding
the death of the lessor or his successors In Interest, the payment or tender of rentals in the manner above shall be binding on the heirs, devisees, executors,
and administrators of such persons.

6, If at any time prior to the discovery of oil or gas on this land and during the term of this lease, the lessee shall drill a dry hole, or holes on this land,
this lense shall not terminate, provided operatlons for the drilling of a well shall be commenced by the next ensuing rental paying date, or provided the
lessee begins or resumes the payment of rentals in the menner and amount hereinabove provided, and in this event the preceding paragraphs hereof gov-
erning the payment of rentals and the manner and effect thereof shall continue in force.

1. In case said lessar owns a less interest in the above described land than the entire and undivided fee simple estate therein then the royalties and rent-
als herein provided for shall be paid the said lessor only in the proportion which his interest bears to the whole and undivided fee. However, such rental shall
be increased at the ‘next succeeding rental anniversary after any reversion occurs to cover the interest so acquired.

8. The lessee shall have the right to use, free of cost, gas, oil and water found on,sald land for its operations thereon, except water from the wells of

the lessor. When required by lessor, the lessee shall bury its pipe lines below plow depth.arid shall pay for damege caused by its operations to growing crops

- on said land. No well shall be drilled nearer than 200 feet to the house or barn now on sald premises without writien consent of the lessor. Lessee shall have

the right at any time during, or after the explration of, this lease to remove all machinery, fixtures, houses, buildings and other structures placed on said

premises, including the right ta draw and remove all casing, but lessee shall be under no obligation Lo da so, nor shell lessee be under any obligation to restore
the surface to Its original condition, where any alterations or changes were due to operations reasonably necessary under this lease.

9. If the estate of either party hereto is assigned (and the privilege of assigning in whole or in part is expressly allowed), the covenants hereof shall extend
to the heirs, devisees, executors, administrators, successors, and assigns, but no change of ownership in the land or in the rentals or roysltles or any sum
due under this lease shall be binding on the lessee untll it has been furnished with either the original recorded instrument of conveyance or a duly certified
copy thereof or a certified copy of the will of any deceased owner and of the probate thereof, or certified copy of the proceedings showing appolntment .of
“an administrator for the estate of any deceased owner, whichever is eppropriate, together with all original recorded instruments of conveyance or duly certi-
»Yied copies thereof necessary in showing a camplete chain of title back to lessor to the full interest claimed, and all advance payments of rentals made here-

. -under before recelpt of sald documents shall be binding on any direct or indirect assignee, grantee, devisee, administrator, executor, or helr of lessor.

. 10. If the leased premises are now or shall hereafter be owned in severalty or in separate tracts, the premises nevertheless shall be developed and oper-
*ated as one lease, and all royalties accruing hereunder shall he treated as an entirety and sheil be divided among and paid to such separate owners in the
‘proportion that the nereage owned by each separate owner bears to the entire leased acreage. There shall be no obligation on the part of the lessee to off-
set wells on separate tracts into which the land covered by this lease may be hereafter divided by sale, devise, descent or otherwise or to furnish separate
. measuring or receiving tanks. It is hereby agreed that {n the event this lease shall be assigned s to a part or as to parts of the above described land and
the holder or owner of any such part or parts shall make default in the payment of the proportionate part of the rent due from him or them, such default

sr‘mll ‘cxlmt operate to defeat or affect this lease insofar as it covers a part of said land upon which the lessee or any assignee hereof shall make due payment
of said rentals.

11. Lessor hereby warrants and agrees to defend the title to the land herein described and agrees that the lessee, at Its option, may pay and discharge in
whole or in part any taxes, mortgages, or other liens existing, levied, or assessed on or against the above described lands-and, in event it exercises such option,
it shall be subrogated to the rights of any holder or holders thereof and may reimburse itself by applying to the discharge of any such mortgage, tax or other
lien, any royalty or rentals accruing hereunder.

12. Notwithstanding anything in this lease contmined to the contrary, it Is expressly agreed that if lessee shall commence operations for drilling at any
time while this lease is in force, this lease shall remain in force and its terms shall continue so long as such operations are prosecuted and, if production
results therefrom, then as long s production continues. ' -

13. I within the primary term of this lease, production on the leased premises shall cease from any cause, this lease shall not terminate provided opera-
tlons for the drilling of a‘well shall be commenced before or on the next ensuing rental paying date; or, provided lessee beging or resumes the payment of
rentals ih the manner and amount hereinbefore provided. If, after the expiration of the primary term of this lease, production on the leased premises shall
cease from any cause, this lease shall not terminete provided lessee resumes operatlons for drilling a well within sixty (60) days from such cessation, and this
Tease shall remain in force during the prosecution of such operations and, If production results therefrom, then as long as production continues

14. Lessee may at any time surrender or cancel this lease in whole or in part by delivering or malling such release to the lessor, or by placing same of
record in the proper county. In case said lease is surrendered and canceled as to only & portion of the acreage covered thereby, then all payments and
labllities thereafter accruing under the terms of sald lesse as to the portion canceled shall cense and determine and any rentals thereafter pald may be

apportloned on an acreage basis, but as to the portion of the acreage not released the terms and provisions of this lease shall continue and remaln In full force
and effect for all purposes.

15. All provisions hereof, express or implled, shall be sublect to all federal and state laws and the orders, rules, or r lati (and Interpr there-
of} of all governmental agencles administering the same, and this lease shall not be In any way terminated wholly or partially nor shall the lessee be liable
In damages for failure to comply with any of the express or implied provisions hereof If such failure accords with any such laws, orders, rules or regulations
(or Interpretations thereof). If lessee should be prevented during the last six months of the primary term hereof from drilling a well hereunder by the order of any
constituted authority having jurisdiction thereover, or If lessee should be unable during said period to drill a well hereunder due to equipment necessary in the
drilllng thereof not being available on account of any cause, the primary term of this lease shall continue until six months after said order is suspended
and/or sald equipment i3 available, but the lessee shall pay delay rentals hereln provided during such extiended time.

« 168, The unitization of this lease or any portion thereof with any other lease or leases or portions thereof shall be ished by the and
filing by lessee in the recording office of said county of an Instrument declaring its purpose to unitlze and describing the leases and land unitized, which unit-
ization shall cover the gas rights only and comprise an area not exceeding mpproximately 840 acres. The royalty provided for herein with respect to gas
frbm gas wells shall be apportioned among the owners of such royzlty on minerals produced in the unitized area in the proportion that thelr interests in the
minerals under the lands within such unitized ares bear to the minerals under all of the lands in the unitized area. Any well drilled on such unlt shall be for
all purposes a well under this lease and shall satisfy the rental provision of this lease as to all of the land covered thereby: Provided, however, lessee shall be
under no obligation, express or implied, to drlll more than one gas well on said Unit. .

s 17, 'l'hls' lease and ‘all it5 terms, conditions, and stipulations shall extend to and be binding on all successors of said lessor and lessee.

B - .
R IN WITNESS WHEREOF, we sign the day and year {irst above written.

(SEAL) /4 7% / %&j’ﬂ(/"\/"— (SEAL)

Verne Hagans '

(SEAL) (SEAL)

(SEAL) . %'—CVU' e agane (SEAL)

Grace Hagans =

. (SEAL)

(SEAL)
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STATE OF Colorado
o ss. ACKNOWLEDGMENT FOR INDIVIDUAL (Kans., Okla., and Colo.) , )
COUNTY OF___1eld A
Before me, the undersigned, a Notary Public, within and for said county and state, on this 8th
day of Anril 19_70 _, personally appeared__Verne Hagansg
and Grazce Hagans, his wife
TR |
— S

\"to me gemomlly- l@pown to be the identical personS__who executed the within and foregoing instrument and acknowledged to me

_m’y___‘._é“xecuted the same as_their  free and voluntary act and deed for the uses and purposes therein set forth.
IN WI,TN_ESQ.WHEREOF I have hereunto set my hand and official seal the day and year last above written.

a ) \, b |

%?J.M'x commission ex,pxrm %) p 23 L9 7/ /(///4/ . h/) /2%414/({4 o
O, ,‘ RSN & 7 / ,{7 Notary Public.
4' nb¢ \‘Q

N l or ‘

STA } ss. ACKNOWLEDGMENT FOR INDIVIDUAL (Kans., Okla., and Colo.)

COUNTY OF

Before me, the undersigned, a Notary Public, within and for said county and state, on this
day of 19 personally appeared
and

to me personally known to be the identical person__who executed the within and foregoing instrument and acknowledged to me

executed the same as free and voluntary act and deed for the uses and purposes therein set forth.
IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day and year last above written.

My commission expires

Notary Public.

ATE OF
STATE OF }ss ACKNOWLEDGMENT FOR CORPORATION
COUNTY OF
On this day of A.D, 19 , before me, the undersigned, a Notary Public

in and for the county and state aforesaid, personally appeared
to me personally known to be the identical person who signed the name of the maker thereof to the within and foregoing

‘instrument as its _______President and acknowledgedto me that____________executed the same as free and
voluntary act and deed, and as the free and voluntary act and deed of said corporation, for the uses and purposes therein set forth.

Given under my hand and seal the day and year last above written.

My commission expires

Notary Public.
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NOTE: When signature by mark in Kansas, said mark to be witnessed by at least one person and also acknowledged.
For acknowledgment by mark, use regular Kansas acknowledgment.

STATE OF } ss. ACKNOWLEDGMENT FOR INDIVIDUAL (Kans., Okla., and Colo.)
COUNTY OF
Before me, the undersigned, a Notary Public, within and for said county and state, on this
day of , 19 personally appeared
and

to me personally known to be the identical person___who executed the within and foregoing instrument and acknowledged to me

that executed the same as free and voluntary act and deed for the uses and purposes therein set forth.
IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day and year last above written.

. My commission expires

Notary Public. -
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THIS AGREEMENT mede this 16th doy of Qctober.

19--1.0. between UNION: PACIFIC RAILROAD COMPANY, a Utah corporation authorized to do business in the State of___......_k
Lessor, and PAN AMERICAN PETROLEUM CORPORATION, a Delaware corporation outhorized to do business in said State, Lesses,

WITNESSETH:

1. Lessor, for a good and valuable consideration, receipt of which is hereby acknowledged and in consideration of the royaltles hereln provided, and of
the agreement of Lessee herein contained, hereby grants, leases and lets exclusively unto Lesseo for the purpose of investigating, exploring, prospecting, drilling
and mining for and.producing oil and gas (gas for all purposes being defined without limitation, to include dry gas, casinghead gas, distillate, condensate, helium
and all other gaseous substances), and associated liquid hydrocarbons, and, subject to the provisions of Sectiong 14, 16 and 18 hercof, laying pipe lines, building
tanks, power stations, telephone lines and ou%er ctures thereon to produce, save, take care of, treat, transport snd own said products and g its employ

1, - o
the following desctibed land in el County, tolorado
to-wit

See description on attached Exhibitc "A"

In addition o the land above described, Lessor hereby grants, leases and lets exclusively unto Lesseo to the ‘same extent as if specifically deseribed herein
all ofl, gas and asaociated liquid hydrocarbons underlying lakes, rivers, streams, roads, easements and rights-of-way {other than railread rights-of-way) which

e
traverse or adjoin any of said lands. For rental payment purposes, the land included within this Jease shall be deemed to contain -’1_725 .
aores, whether it actually comprises more or lers.

2. -Subjfect to the other provisions hereln gontained, this lenge shall be for a term of § years from its date {called “primary term”) and ss long thereafter
as ofl, gas or assosfated liquid hydrocarbons or any of them are produced from sald land hereunder, or drilling or reworking operations are conducted thexeon.

8. Lespee, within three months from the date of this lease, shall commence the actual drilling of & test well on the lessed premises; and thereafter shall
prosecute the drilling of sald well diligently, without unnecessary delay and in a workmanlike manner. ¥ the actual drilling of said well is not commenced
within the time preacribed, this lesse will automatically terminate,

4, - The royslties to be pald by Lessee are: (2) on oil and on associated liquid hydrocarbons, 187% of that preducéd and saved from said land, the same to
be delivered free of cost at the wells, or to the credit of Lessor into the pipe line to which the wells may be connected; (b) on gas produced from safd Jand and
sold or used off the premises or in the manufacture of gasoline or other products therefrom, the market value at the well of 169% of the gas 5o sold or used;
provided that on gas sold at the wells the royalty shall be 159 of the amount realized from such sale. Lessee shall have free use of ofl, gas and water from said
land, exeept water frown Lessor’s wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deduciing any so used.

While there {s-a well on the leased premises or on acreage pooled therewith capable of producing only gas, but from which well production is not being
sold or used, and in the absence of oil or other production from said premises, this lease shall be extended for a perfod of 80 days from the date such well is shut
Jn, and Lessee may tender or pay annually as royalty n sum equal to the amount of annual rentals which would be payable during the primary term to defer
drilling ‘operations on the leased premises then subject to this lease; payment or tender of such royalty to be made as provided in Bection: 8- hercof; .with:the: first
payment to be made on or before 90 days from and after the dete on which*such well is shut-in and a similar payment to be made snnually thereafter on or
‘before the annivereary date on' which such well i3 shut-in. I such payments are so made, it shall be considered that gas is being produced :in-paying’ guantities
from the leased premises under all the terms and provisions of this lease.

If rany- portion of the leased p {ses is Included in a led -unit, the amount .of the shut-in royalty applicable to the Leossor's intevest. therein shall be
reduced |n: the’ proportion that thg amount of Lessor's net mineral acres included in any such pooled unit upon which such gas.well is situated bears to the

‘wml'aerﬁdgs;qqnh,hi,ed in such pooled unit as provided in Bection 7 herecof.
Ty Léssee shalluse reasonable diligence to market gas capable of being produced in paying quantities from s shut-in well, but shall be under no obligation

‘.f@‘market same undéer tdrms, conditions or circumstances which, in Lessee’s good faith judgment, are unr ble or unsatf V.

ti v Lessee mey from ﬂhe to, time. purchase any royalty portion of oil or associated liquid hydrocarbons in‘its' possession, paying the market price therefor
.- prevailing: in‘the field wheré produced oh the date of purchase: provided, however, that if Lessor shall so elect, Lessee shall deliver to Lessor in kind ita royalty
*share of ofl and agsociated liquid hydrocarbons. In the event of such election, Lessor shall give to Lessee not less than 80 days’ notice of ita election and shail
“take said royalty shere in kind for a period of not less than six (8) months following the termination of said sixty (60) day period. Any such deliveries are to

y convenience at times and in amounts which equitably adjust deliverics of both

‘parties.’ ' ° ;. . : ; ooy . .
8, 1 the wellprovided. for in Section 8 hereof is drilled.and completed ns a dry hole and if operations for drilling are not commenced on said land as
herel,n'é:zbr'«pi-ov‘igcd on or before one year from this date, the lease shall then terminate as to both parties, unless on or bofore such anniversary date Lessee

shall pi 3‘4 tender to Lessor, Att'n: Assistant Treasurer, Vatural Resources Division-Petroleuns, [, 0. Dox 3467, Enid (klehoma, 73701, the sum of I".’LVe
'.Thousand Seven Hundred Twenty-Five and 20/108uars (3..55725.20 0 o0 e
3 t

& L]
(herein called rental), which shall cover the privilege of deferring of oporations for drilling for a veriod of twelve (12) montha. In, like manner
and;upon like payments or tenders annually the commencement of operations for drilling may be further deferred for successive periods of twelve (12)“months
each during the primary term. The payment or tender of rental herein veferred to may be made in currency, draft or check at the option of the Lessee; and the
.depositing of such currency, draft or check in any post office, properly addressed to the Legsor, on or before the rental paying date, shall be dearaed. poyment. as
herein provided. Lessee may at any time execute and place of record a release or releases covering any portion or portions of the nbove deseribed promises, fur-
nishing a copy thereof to Lessor, and thereby surrender this lense as to such portion or portione and be reiieved of all obligations as to the acreage sunrendeved,
and thereafter the rentals payable hereunder shall be reduced in the proportion thut the acreage noveted heveby is veduced by oaid rolease or relensc,

If Lessee shall, on or before any rental date, make a bona fide attempt to pay rental to Lessor and if such payment shall be in an incorrect amount, Lessee
shall be unconditionally obligated to pay to Lessor the rental properly payable for the rental period involved, but this lease shall be maintained in the 'same
manner as if such erroneous rental payment had been properly made, provided that the erroneous rental payment be corrected within thirty (30) days after
receipt by Lessee of written notice from such Lessor of such error accompnnied by any documents and other evidenco necessary to enable Léssee to make proper
payment. :

8. Should any well drilled on the above described land during the primary term before produstion !s oblained be n dry hole, or should production be ob-
tained. during the primary term and thereafter cemse, then and in either event, if operations. for driliing an ndditional well are nol commenced or operations for
reworking an old well are not pursued on eald land on or before the first rental paying date next succceding the cessation of preduction or driliing or reworking on
sald well or wells, then this lease ghall terminate unless Lessee, on or before said date, shsll resime the payment of réntals;'Upon rvesumplion of the payment of
ireptals, Bectfon 5 governing the payment of rentals, shall continue in.force just as though there had heen no interruption in the rental payments. If during the
Jast year.of the primary term and prior to the discovery of oil, gas or assosiated -liquid hydrocarbons on said land Lessee should drillia.dry.hole theveon, or.if
after, discovery .of ofl, gns or associated liquid hydrocarbons before: or during the last year of the primary texm the production thereof should .seago during :the
last year of pald term from any cause, no rental payment or operations are necessary in order to keep the lease in furce during the remainder of the primary
term, I, at the expiration of the primary term, Lessee fa conducting operations for drilling a new well or reworking an old well, ‘this lease nevertheless shall
continue in force as long as such drilling qr reworking operations continue, or {f, after the expiration of tho primary torm, production .on this lease shall cesse,
this lease nevertheless shall continue in fovce if drilling or reworking operations are commenced within sixty (80} days after such cessation of production; if
production is restored or additional production is discovered as a result of any such drilling .or reworking opcratfons, conducted without cessation of. more than
sixty (60) days, this lease shall continue as Jong thereafter as oil, gas or associnted liquld bhydruearbors: ere vrodusol end as long as additional drilling or
x:eworklng operations are had without cessation of such drilling or reworking operations for meie thin sixty {60) consecutive davs.

v+ T Lessee, at ita option, is hereby given the right and power to pool or combine the iand covered by this ease, or any portion thereof, as to oil and gas,
or efther of them, with any other land, lease or leages when in Lessee’s jud titlo ry or advinable to-do e fn ovder to wruperly develop and operate
sald premises, 'such pooling to be into a well unit or units not exceeding forty (40) acves, plus an acrenge tolerance of ten per cent (109%) of forty (40) acres, for
oll, and not exceeding six hundred nnd forty (640) acres, plus an acreage tolerance of ten per cent (1077} of six hundved and forty (840) acres, for gus, except
that larger units may be created to conform to any spacing or well unit pattern that may be prescribed by governmentn! authorities having jurisdiction. Lessee
may pool or combine acreage covered by this lease, or uny portion thereof; as above provided, as (& ¢il or gag in any mne or nove airala, and units so formed need
~ot conform In size or area with the unit or units into which the lense i3 puoled ot conbined as o swy sther shiatum or atrata, and oil units need not conform as

» area with gas unita. The pooling in one or more instances shall not exhaust the rights of the Lessee hersunder to pool this jease or portions thereof into other
«units, Leasee shall execute in writing and place of record an instrument or instruments identifying and describing the pooled acreage. The entire acreage. so
pooled into a unit shall be treated for all purposes, except the payment of roynlties, as if it. were included in this leasc, nnd deilling or reworking operations
thereon or production of oil or gas therefrom, or the completion thereon of & well ns a shut-in gas well, shall be consfdered for all purposes, except the payment
of royalties,- as if. such operations were on or such production were from or such completion weve on the Iand ecovered by this lense, whether or not the well or
- wells be Jocated on the premises covered by this lense, In Heu of the royalties elsewhere herein wspecified, T.essor shall receive from a unit so formed, only such
portion of the royalty stipulated herein as the amount of its net mineral neres pluced in the unit bears to the total acreage so powled in the particular unit
fnvolved. Bhould any unit as originally created hereunder contain less than the maximum number of acres hereinahove specified, then Lessee may ot any time
thereafter, whether before oi after production is obtained on the unit, enlarge such wnit by adding additional screage thereto, but the enlarged unit shall in
no event exceed the acreage content hereinabove specified. In the avent an existing unit iy so enlurged, Lessee shall execute and place of record a supplemental
declaration of unitization fdentifying and describing the land added to the existing unit: provided, that if such supplemental declaration of unitization i8 not
filed until after production. is obtained on the unit as originally created, then und in sueh eveni the supplemental declarntion of unitization shall not become
effective until the firet day of the calendar month next following the filing thercol. Ta the absence of production Lersee may terminate any unitized area by
1iling of record notice of termination, .

This Section 7 shall not affect the provisions of Section 3.

8. Léssee shall have the right at any time without Lessor's consent to surrender all or any nortion of the lensed premises and be relieved of all obligations
as to the acreage surrendered arising subsequent to the date of surrender. Lessee shall have the right at any time during or within one year aftev the expira-
tion of this leasé to remove all property and fixtures placed by Lesiee on safd lund, {neluding the right to draw and remove all casing.

9. The rights of either party hereunder may be assigned, in whole or in part, and the provisions heveof shull extend to the successors and assigns of the
parties hereto, but no change or division in ownership of the lund, rentals, or royulties, however aceumplished, shall operate to enlarme the obligntions or diminish
the rights of Lessee, No change in the ownership of the land, or any interest therein, shall be hinding on Leasce until Lessce »hall be furnished with a ceitified
copy of all recorded instruments, all court procecdings nnd all other necessary evidence of any transfer, inhevitanee, or sale of said rights. In event of the asaign-
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ment of this Jease as to a segregated portion of said land. the rentals payable hereunder shall be apportionable among the several leasehold owners ratably ac-
cording to the surface area of each, and default in rental payment by one shsll not affect the rights of other leasehold owners hereunder. In case Lessee assigns
this lease, in whole or in part, Lessee shall be relieved of all obligations with respect to the assigned portion or portions arising subsequent to the date of
assignment.

10. All express or implied covenants of this lease shall be subject to all Federa! and State Laws, Executive Orders, Rules or Regulations, and this lease
shall no be terminated, in whole or in part, nor Lessee held lHable in damages, for failure to comply therewith, if compliance is prevented by, or if such failure
is the result of, any such Law, Order, Rule or Regulation, or if prevented by an act of God, of the public enemy, labor disputes, inability to obtain material,
faflure of tmnsportation. or other cause beyond the control of Lessee other than financial,

If, during the term of this lense, oll or gas or associated liquid hydrocarbons are discovered upon the leased premises, but Lessee is prevented from produc-
inz the same by reason of any of the causes set out in this Section, this lease shall nevertheless be considered as producing and shall continue in full force
and effect until Lessee.fs permitted to produce the ofl, gas or associated liguid hydrocarbons, and as long thereafter as such production continues in paying quan-
titles or drilling or reworking operations are continued as elsewhere herein provided.

11, Lesgee at its option may discharge any tax, mortgage or other lien upon said land, either in whole or in part, and in event Lessee does so, {t shall
be subrogated to such lien with the right to enforce same and apply rentals and royalties accruing hereunder toward satisfying same. If Lessor owns an Interest
in said land less than the entire fee simple estate in and to oil, gas and associated liquid hydrocarbons, then the royalties and ventals to be paid Lessor shall be
reduced proportionately.

12. This lense does not cover oil shale.
18, The rights granted under thia lease are granted without covenants of title or to give possession or for quiet enjoyment.

14. Lessor reserves the .right to use such portions of the leased premises as may not be required by Lessee in the conduct of its operations hereunder, for
all purposes not inconsistent with the rights granted hereby, and Lessee shall so conduct its operations as not to interfere unreasonably with such use; provided,
wertheless, that the use of the leased premises by the Lessor shall not unreasonably interfere with the operations of the Lessee.

16, Lessee shall not make any entry upon or under any portion of the right of way or station grounds of Lessor for any of the purposes of this lease, and
shall nét drill any well or maintain any structures within two hundred feet (200') (a) of any raflroad tracks or buildings on said right of way or station
grounds, or (b) of any buildings upon the leagsed premises.

16, Notwithstanding anything to the contrary in this lease contained, no well shall be drilled upon or into and no facilities shall be installed upon any
lands in which Lessor owns the mineral rights only, until the consents of the surface owners have been obtained under written instruments satisfactory to
Lessor. Lessor will endeavor to obtain such consents and the Lessee agrees to cooperate. Any payments which the Lessor elects to pay to the surface owners
shall be paid by Lessor out of its royalty.

Lessee shall pay for all damage to surface owners’ lands, buildings and growing crops caused by construction, operations or maintenance of facilities, shall
bury all pipe lines below plow depth where they cross cultivated lands, shall construct gates where necessary for crossing fenced lands and keep the gates in
repair and closed, and shall indemnify Lessor with respect to such obligations.

17. Lessee agrees to hold Lessor harmless from and to indemnify it against any and all clalms, demands, actions and causes of action for injury to or
loss or destruction of property, and for injury to or death of any person, arising out of or in connection with operations hereunder.

Lessee shall not permit or suffer any lien or other encumbrance to be filed or to remain against the leased premises as & result of its operations hereunder,
and Lessee agrees to hold Lessor harmless from and to indemnify it against any and all claims, demands, actions and causes ¢f action which may result from
the filing of any such lien or encumbrance.

All of the provisions of this lease shall inure to the benefit of and be binding upon the parties hereto, their successors and assigns.
IN WITNESS WHEREOF, this instrument is executed on the date first above written.

ANION I“.’ACIFl1 RAILROAD COMPANY

. Its Attorney in Fact

STATE OF COLORADO 1 Colorado-Wyoming
COUNTY OF ... LCARAPAHOE Acknowledgment
X
‘(,%.‘)te 'fdfegtd;ng'/mstrument was acknowledged before me by.......... J. A. Redeker o et e seme ,
\}"Attoqeu ip e Féc?’for UNION PACIFIC RAILROAD COMPANY, this ....10th .. day of ... Octobexr ..o ,
*qs..!l.{? ‘_: .

‘!\ “

fW‘IjTQ{ES,S myaﬁnaE and official seal, e (7/454/&@«77’(71144”1 .........................

Notary Public

- ;‘
P -yf S
K Oc tober 23, 1971
yﬁC«Hﬁmi’s 60{10 w¥pires . HE L DCL e s e R ———
STATE OF .ooocvrcerrererresser e Utah-Nebraska
COUNTY OF oo Acknowledgment
On the ... veetnecareraanns day of

Public in and for said County,

personally known to me, who, being by me duly sworn did say that he is the Attorney in Fact of UNION PACIFIC RAILROAD
COMPANY and that said instrument was signed as his voluntary act as Attorney in Fact for and in behalf of said corporation by

AULhOTItY BRA 88IA ..o et see s ene acknowledged to me that he, as such Attorney in Fact, executed
the same. .

WITNESS my hand and notarial seal the date last aforesaid.

................................ LT T

Notary Public

My Commission expires
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o
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LEASE DESCRIPTIION ~ EXHIBIT "A"

rth ~ Range 66 West

Township 2 No
Section 1:
Section 3
Section 1l:
Section 13:
Section 15:
Section 23:
Section 25:

Lot 2 (R/2 NW/4)y (79.24), 5/2 WW/&, S/
Lot 2 (N/2 NW/4) (78.93), §/2 NW/4, S/
NW/k, S/2
NW/4, 872
NW/4&, 572
NW/4, S/2
NW/ G, S/2

n
&
2

rth - Range 65 West

Townghip 2 No

- Section 5:

Section 7:

Section 9:
Section 19:

Section 29:

Lot 2 {(N/2 NW/4) (71.97), S/2 NW/4, 8/2
Lots 1 and 2 (W/2 W/2) (151.48), E/2 W/2,
SE/%

NW/4, 8/2

Lots | and 2 (W/2 W/2) (143.36), E/2 W/2,
SE/ %

NW/4, 8/2

479 .24
478.95
480.00
480,00
480 .00
480 .00
480 .00

471.97

471 .43
460 .00
463.56
4806.00

{oataining 5,725.20 acres, wmore or less, in Weld CGounty, Colorado.
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OIL AND GAS LEASE

THIS LEASE made as of May 15, 1998, between UNION PACIFIC RESOURCES COMPANY, a
corporation, whose address 1s P. O. Box 7, Fort Worth, Texas 76101-0007, as Lessor, and UNITED
STATES EXPLORATION, INC., a corporation, whose address is 1660 Broadway, Suite 1900, Denver,
Colorado 80202, as Lessee..

WITNESSETH:

(1}  Lessor, for good and valuable consideration, receipt of which is hereby acknowledged, and in
consideration of the royalties herein provided and of the agreement of Lessee herein contained and
subject to the limitations herein provided, grants, leases and lets unto Lessee for the purposes of
investigating, exploring, prospecting, drilling and mining for and producing oil and gas [including,
without limitation, nitrogen, carbon dioxide, hydrogen sulphide, helium, and other gaseous substances
(except steam) and products associated therewith] and associated liquid hydrocarbons, and laying
pipelines, building tanks, power stations, telephone lines and other structures thereon to produce, save,
take care of, treat, refine, process, store, transport, own, sell and dispose of said oil, gas and
assoctated liquid hydrocarbons, all of Lessor's right, title and interest as set forth in Exhibit “A” in and
to the oIl and gas in and under the leased premises described in Exhibit “A”".

For shut-in royalty payment purposes, the land included in this lease shall be deemed to contain the
acres set forth in Exhibit “A”, whether 1t actually comprises more or less.

{2) This is a paid-up lease and there shall be no requirement for Lessee to pay delay rentals.

{3)  Subject to the other provisions herein contained, this lease shall be for a primary term which
expires at twelve o'clock {12:00) noon, Central Time, on May 15, 2001, which term shall hereinafter
be referred to as "the primary term”, and as long thereafter as oil, gas, or associated liquid
hydrocarbons or any of them are produced from the leased premises in paying quantities hereunder,
or drilling or reworking operations are conducted thereon under the terms hereof.

(4)  Subject to the right of election reserved to Lessor below to take i1ts share of production in kind,
the royalties to be paid by Lessee are Seventeen and One-Half Percent {17.50%) of eight-eighths
{8/8ths) of: (a) the greater of the market value at the well or the amount realized from the sale of oil
and liquid petroleum products recovered at the well and (b) the market value at the well of gas sold,
used off the leased premises or delivered to Lessee at the tailgate of the plant to which the gas is
delivered, plus the market value of the products recovered when such gas is processed; provided that
on gas sold at the well by Lessee in an arm's length transaction, the royalty shall be the same
percentage of the amount realized from such sale. For avoidance of doubt, royalty is to be paid on all
payments received by Lessee under or as a result of a gas purchase contract, including, but not imited
to reservation charges and, subject to credit to Lessee when gas for which payment has been made
earlier is eventually produced, take-or-pay or contract settlement proceeds and amounts paid for gas
not taken. Lessee shall have free use of ol and gas from said land for operations on the leased
premises, and the royalty on oil and gas shall be computed after deducting any production so used.

The royalties payable under this lease shall be free and clear of costs or deductions for
exploration, drilling, development, and production, including but not limited to, costs of marketing,
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dehydration, storage, compression, separation by mechanical means and stabilization of the
hydrocarbons, but shall include gathering and transportation costs required to transport the gas to the
plant. If Lessee treats and/or processes its gas in a natural gas plant (either on or off the leased
premises), whether in Lessee's plant or in the plant of and under contract with a third party, Lessee
shall treat and/or process or cause Lessor's gas to be treated and/or processed. In the event of any
such treating and/or processing, Lessee shall be entitled to deduct from the value of the products
recovered by the treating and/or processing of the gas, or if Lessor 1s taking its production in kind to
charge Lessor for, the actual costs incurred by Lessee for such treating and/or processing, which costs
shall include gathering or transportation costs required to transport the gas to the plant.

If there is a gas well on the leased premises or on land pooled therewith capable of produc-
Ing in paying quantities, but from which gas is not being sold, and in the absence of oil or other
production from the leased premises or on land pooled therewith sufficient to maintain this lease in full
force and effect, this lease shall be extended for a period of ninety {90) days from the date such well
Is or was shut-in, whereupon this lease shall terminate unless Lessee shall pay to Lessor as royalty, a
sum equal to One Dollar ($1.00) per net acre covered by this lease, which payment shall be made to
Lessor at P.O. Box 7, Fort Worth, Texas 76101-0007, ATTN: Manager, Land Administration, on or
before the ninetieth {90th) day from and after the date on which such well is or was shut-in, and
annually thereafter a similar payment may be made on or before the anniversary date on which such
well was shut-in. If such payment, or payments, are timely made, it shall be considered that gas is
being produced in paying quantities from the leased premises under all the terms and provisions of this
lease (but only for so long as the well continues to be capable of producing in paying quantities);
however, this lease may not be maintained by shut-in payments more than three (3) (cumulative) years
during any five (5) year period.

Lessee shall be obligated to use diligence to market gas capable of being produced in paying
guantities from a shut-in well, but shall be under no obligation to market same under terms, conditions
or circumstances which are unreasonable.

(5)  Lessee may at any time execute and place of record a release or releases covering any portion
or portions of the above described leased premises, furnishing a copy thereof to Lessor, and thereby
surrender this lease as to such portion or portions and be relieved as to the acreage surrendered of all
obligations not arising from activities of Lessee prior to said release. Upon the expiration of any portion
of this lease, Lessee shall promptly record an appropriate, legally effective release or releases of said
expired portion and provide Lessor a copy of the recorded instrument within ninety (90) days of said
expiration,

{6) If Lessee is drilling a new well or reworking an old well at the expiration of the primary term, this
lease shall continue in force as long as such drilling or reworking operations are prosecuted with no
cessation of more than ninety (90) days, and If such drilling or rewaorking operations result in production
of oil or gas or associated liquid hydrocarbons in paying quantities, then for so long thereafter as such
production In paying quantities continues or this lease is otherwise maintained in full force and effect
under the provisions hereof. If production on this lease ceases after the expiration of the primary term,
this lease shall continue in force if drilling or reworking operations are commenced within sixty (60)
days after such cessation of production; and if production is restored or new production 1s discovered
as a result of any such drilling or reworking operations, conducted without cessation of more than
ninety (90} days, this lease shall continue so long thereafter as production in paying quantities, or
additional drilling or reworking operations are had without cessation of such production, drilling or
reworking operations for more than ninety (90) consecutive days

(7) At the expiration of the primary term, this lease shall terminate as to all land which is not located
in a drillsite spacing unit (as hereinafter defined) in which there 1s a well on the leased premises or on
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land pooled therewith, producing oil or gas in paying quantities, or a shut-in gas well, and in any such
producing drillsite spacing unit or units, this lease shall terminate as to those depths lying below the
stratigraphic equivalent of the deepest producing horizon in each drillsite spacing unit of land. For
purposes hereof, drillsite spacing unit is defined as the minimum amount of land included in the drilling
and production unit established under then-existing rules established by the state or federal regulatory
authority having jurisdiction for the then-productive formation of the well: if no unit or spacing rule
exists, then drillsite spacing unit shall be defined as the eighty (80) acre tract surrounding an oil well
or three hundred twenty (320) acre tract surrounding a gas well. |f Lessee is engaged in actual drilling
or reworking operations on the leased premises or land pooled therewith at the expiration of the
primary term, this provision shall be suspended for so long as Lessee continues such drilling or
reworking operations on the leased premises or land pooled therewith with no cessation of more than
ninety (90) consecutive days between the completion or abandonment of such drilling or reworking
operations on one (1) well, and the commencement of actual drilling or reworking operations on the
next well; provided, further, that irrespective of any such continuous drilling or reworking operations,
the termination of this lease as to non-producing land and depths shall not be suspended for more than
five {(5) years from the expiration of the primary term hereof. If the leased premises are included in a
Federal Unit then for the purposes of this provision the references to land pooled with the leased
premises shall include only that land which is included in an approved participating area.

(8) Lessee, at 1ts option, is hereby given the right and power to pool or combine the leased premises
or any portion thereof, as to oil and gas, or either of them, with any other land, lease or leases, when
In Lessee's judgment it Is necessary or advisable to do so in order to properly develop and operate the
leased premises. Any such pooling shall be into a well unit or units not exceeding eighty (80) acres,
plus an acreage tolerance of ten percent {10%), for oil, and not exceeding three hundred twenty (320)
acres, plus an acreage tolerance of ten percent {10%), for gas, except that larger units may be created
to conform to any spacing or well unit pattern that may be prescribed by state governmental authorities
having jurisdiction. Lessee may pool or combine acreage covered by this lease, or any portion thereof,
as above provided, as to oll or gas in any one or more strata, and oil units need not conform as to area
with gas units. The pooling in one (1) or more instances shall not exhaust the right of the Lessee
hereunder to pool this lease or portions thereof into other units. Lessee shall execute in writing and
place of record an instrument or instruments identifying and describing the pooled acreage. In order
to be effective, Lessee shall promptly furnish to Lessor a copy of the document pooling the acreage.
The entire acreage so pooled into a unit shall be treated for all purposes, except the payment of
royalties, as if it were included in this lease, and drilling and reworking operations thereon, and
production of oil and gas therefrom, or the completion thereon of a well as a shut-in gas well, shall be
considered for all purposes, except the payment of royalties, as if such operations were on, or such
production were from, or such completion were on the leased premises, whether or not the well or
wells be located on the leased premises. In lieu of the royalties elsewhere herein provided, Lessor shall
receive from a unit so formed, only such portion of the royalty stipulated herein as the amount of its
net mineral acres placed in the unit bears to the total acreage so pooled in the particular unit involved.
Shouid any unit as originally created hereunder contain less than the maximum number of acres
hereinabove specified, then Lessee may at any time thereafter, whether before or after production is
obtained on the unit, enlarge such unit by adding additional acreage thereto, but the enlarged unit shall
In no event exceed the acreage content hereinabove specified. In the event an existing unit is so
enlarged, Lessee shall execute and place of record a supplemental declaration of pooling identifying and
describing the land added to the existing unit; provided, that if such supplemental declaration of pooling
ts not filed until after production 1s obtained on the unit as originally created, then and in such event
the supplemental declaration of pooling shall not become effective untii the first day of the calendar
month next following the filing thereof and the furnishing to Lessor of a copy of such supplemental
declaration. In the absence of production, Lessee may terminate the unitized area by filing with Lessor
and of record a notice of termination.



(9)  Insofar as Lessor may grant such right, Lessee shall have the right at any time during the term
of this lease or within six {6) months after the expiration of this lease to remove all property and
fixtures placed by Lessee on the leased premises, including the right to draw and remove all casing.

(10} The rights of Lessor may be assigned in whole or in part. This lease may not be assigned by
Lessee in whole or in part, without the prior written consent of Lessor, which consent shall not be
unreasonably withheld, taking into account such factors as the credit-worthiness and technical
competence of the assignee and/or the proposed number of assignees. Consent shall also be deemed
reasonably denied if Lessee refuses to accept responsibility for the performance of any of its
successors in interest. Notwithstanding the foregoing, Lessee may pledge this Lease pursuant to a
mortgage, credit agreement or other security document, and any pledgee of this Lease may acquire this
Lease upon foreclosure or by sale or assignment in lieu of foreclosure, provided, however, that any
assignment of this Lease by the pledgee following such acquisition shall be subject to the consent
requirement set forth in this Section 10. Lessor shall have ten (10) days from receipt of Lessee’s
request for consent to assign pursuant hereto to respond. Lessor’s failure to respond within such ten
(10} days shall be deemed consent to assign as requested by Lessee. Any attempted assignment by
Lessee of the rights arising under this lease without such consent shall be void and of no effect. No
change in the ownership of the land, or any interest therein, shall be binding on Lessee or any
purchaser of production hereunder, until Lessee shall be furnished with a certified copy of all recorded
Instruments, all court proceedings, and all other necessary evidence of any transfer, inheritance, or sale
of said rights. Unless provided otherwise in Lessor's approval of an assignment to be made by Lessee,
Lessee shall continue to be responsible to Lessor for all unpaid sums then due to Lessor and obligations
under Section 16 below with respect to the assigned portion or portions having to do with activities
conducted prior to the date of assignment. In addition, the assignment of this lease, in whole or in
part, shall not be valid as to Lessor until Lessor shall have been furnished a true and correct certified
copy of such assignment. No change or division in ownership of the land, shut-in payments, or
royalties, however accomplished, shall operate to enlarge the obligations or diminish the rights of
Lessee.

(11) All express or implied covenants of this fease shall be subject to all applicable laws, orders, rules
or regulations, and this lease shall not terminate, in whole or in part, nor shall Lessee be held liable in
damages for faillure to comply therewith, if compliance 1s prevented by, or if failure is the result of any
applicable law, order, rule or regulation, or if prevented by an act of God, of the public enemy, or labor
strikes.

(12) Lessee at its option may discharge any tax, mortgage, or other lien upon the leased premises,
etther in whole or in part, and in the event Lessee does so, 1t shall be subrogated to any lawful and
enforceable rights of the prior creditor with the right to enforce same and apply shut-in payments and
royalties accruing hereunder towards satisfying same. Except as provided in the immediately preceding
sentence, Lessee shall not acquire or attempt to acquire, directly or indirectly, from any person other
than Lessor, any rights or interests in the oil and gas estate in the leased premises or take any action
Inconsistent with or adverse to the ownership and quiet enjoyment by Lessor of its oil and gas estate
In the leased premises. If Lessor owns an interest in the leased premises less than the entire fee simple
estate, or if this lease covers less than Lessor's entire interest inthe leased premises, then the shut-in
payments and royalties to be paid Lessor shall be reduced proportionately. If any portion of the leased
premises is Included in a pooled unit, the amount of the shut-in royality applicable to the Lessor's
interest therein shall be based upon the amount of Lessor's net mineral acres included in any such
pooled unit upon which such gas well is situated.

(13) The rights granted under this lease are granted WITHOUT WARRANTY, EXPRESS OR IMPLIED,
and without covenants of title, including, without limitation, covenants to give possession or for quiet
enjoyment.
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(14) Without the prior written consent of the owner thereof, Lessee shall not make any entry upon
or under any portion of any railroad nght-of-way or station grounds for any of the purposes of this
lease, and shall not drill any well or maintain any structures or facilities within two hundred feet (200')
(by surface or subsurface measurement) of: (a} any railroad tracks or buildings on such right-of-way,
or station grounds, or (b} any buildings upon the leased premises.

(15) Lessee shall be responsible for injury to or loss or destruction of property, and for injury to or
death or iilness of any person, arising out of or in connection with operations hereunder. Lessee
expressly agrees to and shall assume all obligations and responsibility with respect to being in,
establishing, achieving, documenting, or reporting full compliance with any and all applicable laws,
orders, rules, regulations, and standards with respect to pollution, the continued operation and eventual
plugging, replugging, and abandonment obligations of any unplugged or improperly plugged wells on
the leased premises or land pooled therewith.

{(16) Without limiting the generality of Section 15, Lessee shall pay either the tenant or the surface
owner (whichever is appropriate) for any and all damages to land, structures, roads, fences, gates,
cattleguards, trees, growing crops, irrigation facilities, equipment, and livestock caused by con-
struction, operations, or maintenance of facilities, shall bury all pipelines below plow depth where they
cross cultivated land, shall construct gates where necessary for crossing fenced lands and keep the
gates in repair and closed. Lessee shall not permit any lien or other encumbrance to be filed or to
remain against the leased premises as a result of operations hereunder. Irrespective of whether Lessor
has consented to an assignment, farmout or other arrangement whereby Lessee consents to drilling
or other operations on the leased premises by a third party, Lessee shall be responsible for any and all
claims, demands, actions and causes of action or liens arising out of such operations, whether arising
in law, at equity or administratively.

(17) In the event of Lessee's breach of this lease, Lessor shall notify Lessee by certified mail of such
breach, and Lessee shall have thirty (30) working days from the receipt thereof to comply with this
lease. If Lessee fails to remedy a material breach within the period above provided, and provided such
notice patently mentioned the termination rights next described, Lessor may, at its option, promptly
following such period terminate this lease and be relieved from any obligation hereunder. If the parties
are unable to agree upon whether or not a breach is matenal, such determination shall be made by arbi-
tration. If either party invokes its right to arbitration, then the parties shall attempt to arbitrate the
matter by selecting one arbitrator who 1s acceptable to both parties. However, if the parties are unable
to select one arbitrator who is acceptable to both of them, then each party shall select one arbitrator,
and the two arbitrators so selected shall select a third arbitrator. If the arbitration i1s handled by a
single arbitrator, the parties shall each pay one-half {I/2) of the fees of the arbitrator, as well as one-half
(I/2) of the costs and expenses of the arbitration, excluding the costs and expenses of either party's
representatives, witnesses and attorneys. |f three arbitrators are selected, each party shall bear the
costs and expenses of the fees of the arbitrator it selects, and the two parties shall each pay one-half
(2) of the fees of the third arbitrator, as well as one-half (}:) of the costs and expenses of the
arbitration, excluding the costs and expenses of either party's representatives, witnesses and
attorneys. Unless otherwise specifically agreed by both parties in writing, the rules and procedures set
forth in the arbitration laws of the state in which the leased premises are located shall govern the
arbitration proceeding as fully as if all of such laws were set forth in full herein. irrespective of whether
Lessor elects to terminate this lease or exercise any other right or remedy under this lease or at law,
Lessor shall be entitled to other available remedies, including specific performance to require Lessee
to (a) abandon any well and/or restore the surface of the leased premises to its condition existing prior
to entry thereon by Lessee, (b) furnish any reports required hereunder or information required hereunder
from operations on the leased premises or land pooled therewith, and/or ©® make any payment due
hereunder. Except as otherwise expressly provided in this lease, any notices or other communications
required or permitted hereunder shall be in writing and shall be deemed given only when received by
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the party to whom the same is directed at the address shown at the top of page 1 of this lease or to
such other address as Is provided to the other party with proper notice. As to any breach of this lease
by Lessee or, except to the extent caused by the negligence of Lessor, any claim or suit of a third party
resulting from Lessee's activities hereunder, Lessee shall indemnify and hold Lessor harmiess against
any expense, including attorneys' fees and costs of court, preparation and investigation, that Lessor
would incur in enforcing its rights under this lease or defending said third party claims.

(18) Subject to Section 10, all the provisions of this lease shall inure to the benefit of and be binding
upon the parties hereto, their successors and assigns.

{19) This lease Is subject to the exceptions and reservations set forth in:

(a) Qutclaim Deed(s), as applicable, dated as of Apnl 1, 1971, from Union Pacific Railroad
Company to Union Pacific Land Resources Corporation, filed for record April 14, 1971, and
appearing in Book 644, at Reception No. 1565712 in the office of the County Clerk and
Register of Deeds of Weld County, Colorado.

Lessee recognizes that among the exceptions and reservations set forth in the above deeds are
the nights of Lessor's predecessors in interest to use such portions of the leased premises as may not
be required for the proper conduct of oil and gas operations for all purposes not inconsistent with such
operations and without liability for compensation or damages. Lessee shall so conduct its operations
so as not to interfere unreasonably with such reserved use; provided, nevertheless, that such other use
of the leased premises shall not unreasonably interfere with the operations of the Lessee. Unless the
requirement is waived in writing by Lessor at its discretion, no_entry shall be made for drilling
operations and no facility shall be installed upon any of the leased premises in which Lessor owns the
mineral rights only, until a written agreement with the surface owner has been secured by Lessor, or
at Lessor’s request, by Lessee, in a form satisfactory to Lessor. Lessee shall request Lessor to obtain
such agreement or to waive the requirement therefor at least thirty (30) days prior to the date Lessee
intends to commence such operations. Payments out of or measured by production which the Lessor
elects to pay to the surface owners shall be paid by Lessor out of its royalty.

(20) Production in Kind: Lessor expressly reserves the right, at any time and from time to time, to
take in kind or separately dispose of its proportionate share of all oil, gas, and related hydrocarbons
produced from the leased premises, or lands and leases unitized therewith. If Lessor elects, Lessee shall
deliver to Lessor in kind Lessor’s royalty share of oil and other liquid hydrocarbons saved at the well,
Into storage tanks on the leased premises; products recovered in a processing plant, into storage tanks
or onto storage sites at the plant; and gas, at the tailgate of the plant, if processed, or at the well if
the gas is sold at the well. In the event of such election, Lessor shall give to Lessee not less than sixty
(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 period. Any deliveries of production are to
be made from Lessee's facilities at times and amounts which equitably adjust deliveries between the
parties.

{21) Qil Production: In addition to the rights reserved by Lessor in the immediately preceding
paragraph, Lessor and Lessee agree that Lessor shall have the right, at any time and from time to time,
upon not less than 30 days' advance written notice to Lessee, to purchase all or any part of the oil
{which term as herein used shall include crude oll, distillate, condensate, and other liquid hydrocarbons)
produced and saved from or attributable to the leased premises, on Lessor's standard division order
terms. The price payable for the oii contained in a delivery pursuant hereto shall not be less than the
market price in the field at the time of delivery for oil of like grade and gravity produced in the same
field in which the well I1s located. In the event ol is found on the leased premises or on lands pooled
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therewith, Lessee shall immediately notify Lessor in writing at Union Pacific Resources Company,
ATTN: Crude Oil Sales, P. O. Box 7, Fort Worth, Texas 76101-0007.

(22) Gas Production: Lessor and Lessee further expressly agree that in the event gas is produced
from or attributable to the leased premises, Lessor shall have a right of first refusal to purchase any
or all of such gas which is attributable to the leased premises which Lessee Is not selling under
contracts of a month’s duration or less. Under such right of first refusal, Lessee shall notify Lessor in
writing of any bona fide offer for the purchase of its gas for a term greater than a month which it is
willing to accept, furnishing the terms thereof, and Lessor shall have the right within 30 days of the
receipt of such notice and information to elect to purchase the gas on the same terms and conditions
as those contained in the bona fide offer. In the event Lessor elects not to exercise its right to
purchase under its right of first refusal, then Lessee may, within 60 days thereafter, enter into a
contract to sell the gas to such purchaser in accordance with said bona fide offer. If, however, Lessee
does not timely enter into such contract with such purchaser (or if, for any reason, a sale of gas
pursuant to such contract is discontinued) then this right of first refusal to purchase gas shall be
reinstated subject to the terms and conditions set forth herein. For purposes hereof, an offer shall not
be considered as a bona fide offer when the offer is made by an affiliated company of Lessee.

in the event that after a reasonable time (not exceeding 30 days) following the completion of
a well capable of producing gas there is no bona fide offer to purchase the gas which is to be produced
from or attributable to the leased premises, then Lessee shall notify Lessor in writing of that fact, and
Lessor shall have the right, but not the obligation, to purchase such gas at the Market Price. As used
herein the term "Market Price” shall mean the arithmetic average of the prices reported in the first 1ssue
of the month of delivery for the price references included in the Market Price Index applicable to a point
of delivery, to be designated by Lessee, less the transportation, compression, gathering and other
costs, If applicable, to deliver gas from such point of delivery to the mainline transmission point or
points where such Market Price Index is established. As used herein, the term "Market Price Index"
for a particular point of delivery shall mean the published price references, to be designated by Lessee,
which reflect the price paid for gas sold under spot contracts between unaffiliated third parties into one
or more mainline transmission systems which represent a market for the gas purchased by Lessee at
such point of delivery. If the parties disagree on which price references should be included in the
Market Price Index for a particular point of delivery, then the determination of the proper price
references for the Market Price Index shall be submitted to arbitration. If Lessor does not make an
offer to purchase the gas, or does not elect to purchase the gas at the Market Price, then Lessor's right
of first refusal shall be reinstated with respect to any bona fide offer subsequently received by Lessee.
In the event gas is found on the leased premises or on lands pooled therewith, Lessee shall immediately
notify Lessor in writing at Union Pacific Resources Company, ATTN: Natural Gas Sales, P. 0. Box 7,
Fort Worth, Texas 76101-0007.

If either party invokes its right to arbitration, then the parties shall arbitrate the matter by selecting one
arbitrator who i1s acceptable to both parties. However, if the parties are unable to select one arbitrator
who I1s acceptable to both of them, then each party shall select one arbitrator, and the two arbitrators
so selected shall select a third arbitrator If the arbitration is handled by a single arbitrator, the parties
shall each pay one-half (I/2) of the fees of the arbitrator, as well as one-half (i/2) of the costs and
expenses of the arbitration. If three arbitrators are selected, each party shall bear the expense of the
fees of the arbitrator it selects, and the two parties shall each pay one-half {1%:) of the fees of the third
arbitrator, as well as one-half ('2) of the costs and expenses of the arbitration. The jurisdiction of the
arbitrators will be imited to determining which published price references are consistent with the
parties intent that the Market Price Index will reflect the prices paid for gas sold under spot contracts
between unaffiliated third parties into mainline transmission systems which represent a market for the
gas purchased by Lessor at the point of delivery. Unless otherwise specifically agreed to by both
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parties in writing, the rules and procedures set forth in the Arbitration Laws of the State of Colorado
shall govern the arbitration proceeding as fully as if all of such laws were set forth in full herein.

(23) If Lessor fails to take its production in kind and Lessee sells such production for the account of
Lessor, Lessee shall use its best efforts to pay Lessee within 45 days of its receipt of an executed
division order. In the event Lessee does not receive payment within 45 days after Lessee’s receipt of
the executed division order, Lessor may elect to receive interest on the unpaid proceeds in the amount
provided under Colorado Revised Statutes Vol. 14, Sec. 34-60-118.5. Lessor reserves the right, but
not the obligation, to collect from the purchaser the proceeds from any sale of production from the
leased premises in order to insure the proper division thereof; after deducting the portion of such
proceeds to which Lessor and any other party may be entitled, Lessor shall remit to Lessee its portion
of the proceeds thus collected.

(24) Lessor reserves the right, but not the obligation, to collect from the purchaser thereof the
proceeds of production attributable to Lessor's interest in the leased premises from any sale of
production therefrom.

(25) Lessor shall be given fifteen (15) days notice prior to commencement of all drilling operations.
Lessor's representative (as appointed by Lessor) shall have the right, at Lessor's risk, to have access
to the dernck floor and to observe all operations on all wells drilled on the leased premises or land
pooled therewith. Lessee shall promptly furnish Lessor's representative with not less than one copy
of all applications and reports pertaining to the leased premises, of each daily drilling report, and of
each well log, core analysis or other data taken from wells located on the leased premises. Lessee
agrees, at Lessor's request, to furnish Lessor's representative true and correct information pertaining
to each well, the production therefrom [including true and complete copies of all contracts or
agreements (and all amendments and modifications thereof) for sale, processing or other disposition
of any product produced from the leased premises] and such technical information as Lessee may
acquire with respect to sands and formations encountered. Lessor's representative shall have the right
to be present when wells are tested and/or tanks are gauged and shall have the right to examine all
run tickets and to have full information as to production and runs, including copies of all run tickets
upon request. In the event Lessee notifies Lessor in writing that Lessee considers any such information
or data to be confidential, Lessor agrees, until the termination of this lease or for a period not to exceed
the period that a particular matter is held confidential by the state agency, whichever is the shorter
period of time, not to disclose such information or data to any third-party unless such information or
data previously has been available to or examined by the third-party or otherwise generally available
to the public or any governmental authority or agency other than the state agency. This shall not be
interpreted to require Lessee to furnish Lessor or Lessor's representative with any interpretive
information or data; or any information or data which Lessee I1s obligated to keep confidential.

{26) All operations on the leased premises shall be conducted so as not to damage any water supply.
However, in the event Lessee's operations shall result in damage or destruction of any water supply,
Lessee promptly shall repair, restore or replace any well, tank, surface pond or other water facility or
any water supply so damaged or destroyed as a result of Lessee's operatons. Lessee shall provide to
Lessor and/or surface tenant emergency water and water facilities for use in either's operations until
such damage or destruction is repaired, restored and replaced. The words "damage" and "destroy"
shall also be construed to include contamination. Contamination is defined to mean the addition of
substances to any water supply used for human or animal consumption to a degree which renders the
water supply unfit for consumption by humans or animals, either during Lessee's operations or after
such operations have ceased. Without limitation of the general requirements stated above, Lessee
agrees, with reference to each well drilled on the leased premises, either to (a) set and circulate cement
around sufficient surface casing to penetrate and adequately protect all fresh water sands; or (b} set
and circulate cement around surface casing in a manner and to a depth acceptable to the state agency
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and, in the event a second string of casing (either intermediate or production casing) is set in such well,
circulate cement around such second string of casing with cement circulated either to the surface or
Into the surface casing previously set in such well; or (c) utilize such other technique as may be
acceptable to the state agency and in conformance with accepted practices in the industry to assure
the protection of the fresh water sands by placing cement in the annulus between the fresh water
sands and the casing.

{27) In the event a well producing oil or gas in paying quantities is completed on lands in which
Lessor does not own all of the oil and gas mineral estate within six hundred and sixty (660) feet of or
draining the leased premises, Lessee shall, unless Lessee has already drilled or is drilling a well to the
same zone or zones as are producing In the draining well and which a prudent operator would consider
to have previously satisfied or to soon satisfy this offset obligation, within ninety (90) days after the
commencement of production from such draining well, commence the drilling or recompletion of an
offset well on the leased premises and shall make a good faith effort to establish commercial
production in the sands or formations from which the draining well 1s producing. If at the time such
offset obligation accrues, Lessee shall be engaged in the drilling of another well on the leased premises,
then Lessee shall have not more than thirty (30) days after the date of completion or abandonment of
such other well drilled by Lessee within which to commence the actual drilling of such offset well. If
Lessee fails to timely dnil a required offset well, it shall promptly surrender this lease except as to
existing wellbores and reasonable use of the surface for ingress and egress, operations in the
immediate vicinity of the surface location of the wells, and necessary telephone, pipeline, and utility
easements.

(28) In the event that Lessee, during the term of this lease, should conduct geophysical activities
upon the leased premises, Lessee shall promptly furnish Lessor for the entirety of each survey, shot
point plats and elevations, observer's notes, surveyor's notes, copies of all field tapes, reproducible
copy and one print of each final stacked section for each line and copies of any other processed or
unprocessed data made available to Lessee.

(29) Lessee shall carry the following insurance in the indicated amounts:

(a) Comprehensive General Liability Insurance, including contractual liability, with a combined
single mit per occurrence of not less than $1,000,000.00 for bodily injury and property
damage.

(b} Comprehensive Automobile Insurance, including hired and non-owned vehicles, with a
combined single limit per occurrence of not less than $1,000,000.00 for bodily injury and
property damage.

(c) Liability Umbrella {excess of underlying insurance coverage mentioned above) with a
combined limit per occurrence coverage of not less than $10,000,000.

(d) Well Control Insurance including underground blowout, seepage and pollution, with a
minimum limit of $5,000,000.

Lessee shall require each independent contractor and subcontractor to carry and maintain
insurance at its own expense in amounts deemed necessary to cover the risks inherent to the work or
services to be performed by the contractor or subcontractor. Every such insurance policy shall contain
a waiver on the part of the insurance carrier of all rights, by subrogation or otherW|se against Lessor.
Lessor shall also be named as additional insured in each such policy.
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(30) Lessor may, at any time, require Lessee to provide a bond(s) to ensure timely and proper
performance of Lessee's obligations hereunder and/or at law for abandonment of well{s) and restoration
of the leased premises and/or to provide Lessor letter(s) of credit (which shall allow reduction as work
is performed) to ensure payment of contractors performing drilling or other operations hereunder.

(31) If the leased premises are hereafter owned in severalty or in separate tracts, the leased premises,
nevertheless, shall be developed and operated as an entirety, and royalties shall be paid to each
separate owner in the proportion that the acreage owned by said owner bears to the entire leased
premises.

(32) Without the prior written consent of Lessor, Lessee shall not abandon any well or (except when
a replacement is made) remove from the wellbore any well casing, tubing, piping, fittings, tanks, pipe
lines or other material and equipment which are necessary for the recovery and handling of production
capable of being recovered from said well upon the leased premises. If Lessor takes over the well,
Lessor shall promptly reimburse Lessee for the salvage value of all material and equipment in the well
or used or acquired in connection with the well which Lessor elects to retain for its operations, less the
estimated costs of salvaging and less the estimated costs of plugging and abandoning the well, and
Lessee shall promptly deliver a bill of sale to Lessor for such material and equipment. If Lessor takes
over the well, then Lessee shall be deemed to have relinquished and transferred back to Lessor, free
of any burdens created by Lessee, all of the right, title and interest of Lessee in the wellbore, such
material and equipment and the production therefrom. If the well taken over by Lessor is the only well
serving to perpetuate this lease, Lessee shall release this lease to Lessor.

IN WITNESS WHEREOF, this lease I1s executed on the date of the respective acknowledgments

hereinbelow, but shall be effective from the date first hereinabove written.

UNION PACIFIC RESOURCES COMPANY

e e o

Joseph F. Carroll
its: Attorney-in-Fact

UNITED STATES EXPLORATION, INC.

By: )%%M/W

Shirley R. Koxar
Its: Attorney-in-Fact
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The foregoing instrument was acknowledged before me this 15th day of May, 1998, Joseph F. Carroll,
Attorney-in-Fact of UNION PACIFIC RESOURCES COMPANY, a Delaware corporation, on behalf of -

the corporation.

Witness my hand and official seal.

: ARy, KAREN G. WILLIAMS /%M/) % %///ZZ(W

Notary Public -
STATE OF TEXAS Signature

""" $¥ My Comm, Exp October8, 2001

Karen G. Williams
Name (Print)

My commission expires

October 6, 2001

STATE OF TEXAS §

§
COUNTY OF TARRANT  §

The foregoing instrument was acknowledged before me this 15th day of May, 1998, by Shirley R.
Kovar, Attorney-in-Fact of UNITED STATES EXPLORATION, INC., a Colorado corporation, on behalf of

the corporation.

Witness my hand and official seal.

; ‘ Yn & Willomw

v KAREN G. WILLIAMS
en { J, 'a.?} ST’:‘;ISW LI Signature
& OF TEXAS -
\o-,..r' My Comm Exp Octuber g, 2001 Karen G. Williams
oo Name (Print)

My commission expires

October 6, 2001
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EXHIBIT “A”

ATTACHED TO AND A MADE A PART OF THAT CERTAIN OIL AND GAS LEASE DATED MAY
15, 1998 BETWEEN UNION PACIFIC RESOURCES COMPANY, AS LESSOR, AND UNITED
STATES EXPLORATION, INC., AS LESSEE.

STATE:
COUNTY:
ACRES:
INTEREST.

DESCRIPTION:

COLORADO
WELD
160.00
100%

TOWNSHIP 2 NORTH, RANGE 66 WEST, 6TH P.M,
SECTION 13: NE

| lIIlH T T 0 v

4693 05/22/1998 02:5
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