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OIL AND GAS LEASE

THIS AGREEMENT made 20.04h August 19£40.......,
The. EaL...Blgler TrrmvenaiTe mn.séa.ﬁam»&.,hdax,lmﬁo ZTRUSKEL s

essor (whether one of more). whose address is...428_Bellevue Avenue,. Qakland.. Galifernia. Q461G
and Shell. 01l fompany...B.0...Bax. 57K,. Houston,. . fexas. 772001 , lessee, WITNESSETH:

1. Lessor, in cons:dennon of '.he sum of Ten Dollars (510.00) and other good and vainable comsideration, receipt of which is hereby acimowledged,
and ol the i lessee d, does henbymm.kmmdletunmkmmemd mndhn«hyfw&cpurpoas
and with the exclusive nghl of explonng. dnlling, nulmg and npenml; for, pmducm; and owning oil and
line, condensate and all rclated hyd and & all other p referred to r as “said mi
together with the right to make surveys on said fand. lay prpe lines, establish and utilize facilities for surface or subsurface disposal of sait water, construct

roads and bridges, dig canals, build tanks, power stations, telephone lines, empioyee houses and other structares on said land, necessary or useful in lessee’s
operations in exploring. drlling for, producing, reating. storing and transporting said miaerals produced from the land covered hereby or any other land

adjacent thereto. The land covered hercby. herein called “said land™, is lacated in the County of . Montezuma State of .Colorzdn
and is described as follows:
TOWNSHIP 39 NORTH, RANGE 19 WEST, NMPM
Scction 25: SW
Section 36: N
** Including carton dioxide gas.
This lease also covers and includes any land cnnnpous to or adjoining the lapd zbave dntnhei omu v.han mosn ¥ reguiar go sub-~
or (b) as “which fessor s 3

uivisions, and (a) owned or claimed by lessor by
preferendal right of icquisition. For the purpose of determming the amount of any bonus, ddq rental or other pay ment hereunder, said land shall be

deemed tO CONLAIN ......o ...acres, whether actually containing more or less, and the above recital of acreage in any tract shail be deemed to be thr

true acreage thereof. F‘;Vi { 2; )

2. Uniess sooner terminated or longer Kept in force under other pmvmom hen:ot‘ this l=a= shall remain in force frr a term of 1) trom the
date hereof, hereinafter called “pnmary term”, and as long detined, are upon sard land with no cessation
for more than ainety (90) consecunive days. -

3. As royalty, lessee covenants and agrees: (2) To deliver to the credit of lesvor in the pipc line 10 which lessee may connect its wells, the equai one-
zighth part of ail oil produced and saved by lesses from said land, or from time to time, at the option of lessee, to pay lessor the average posted market price
of such ome-cighth part of such oil at the wells as of the day it is run to the pipe line or starage tanks, lessor's mterest, in either case, 0 bear one-ighth of
the cost of treatng cil to reader it marketabie pipe line od: (b) To pay lessor oa gas and casinghead zas produced from szud land (1) when sold by lessee, one-
cighth of the amount realized by lessee, computed at the mouth of the well, or (2) when used by lesses off said land c. * the manufacture of gasoline or
other products, the market value, at the mouth of the well, of th of such gas and casinghead gas: (€) To pay lessot _n aﬂ other of said minerals pro-
duced and marketed or utilized by lessee from said land, one-tenth either in Kind or the marke: value thereof at the weil, at iessee’s efection. [f, at the exmn
tion of the primary term or it any time or dmes thereafter, thers is any well on said land ot on lands with which sud land or any portion thereof has been
pooted, capable of producing oil or 3as, and ail such weils are shut-in, this lease shall, neverthetess, continue i foree as thoush operations were being conduc-
ted on said land for so lang as said “wells cre shut-in, and thereafter this lease may be continued in foce as if no shut-in had occurred. Lessee covenants and
agrees to use reasonzbie d]xgmce w© produce, utlize, or market said minerais capable of being produced from said w-ils, but in the exercise of such diligence,
lessee shall not be obligated o instil or furnish facilities other than weil facilities and ordinary lease £ jes of ldow lines, and lease tnk. and

shall not be required 0 setde labor troubie or 0 market gas upon terms unacceprabic o lessee. (f, at any time or times after the expiration of the primary

term, all such weils z-e shut-in jor a period of ninety (90) consecutive days. and durny such time there are no operatons on said land, then at ot before the
expiration of said aimety-day period, lessee shall pay or tender, by check or draft ofleswe 33 royaity, a sum equai to the amount of annual defay rental pro-
vided for "1 this jease. Lessee shall make like payments or tenders at or before the end of each anniversary of the cxpiratdon of said ninety-day period if upon
this lease is being continued in force solely by reason of the s of this Each such ot wnder shall be made to the

d fer below. Nothing herein shail impair lessce’s rght to rejease as provided in paragrapit 5 hereol. in event of
mgmmﬂt of this -em in who(c or in part, liability for p shall rest on the then owner or owners of this lcase, severaily as to

acreage owned by each.

4. Lessee is hereby granted the right, at its option, w0 pool or umuze any land covered by this lcase with any other land covered by this lease, andfov
with any other !and. lease, ot leases, as to any or ail of of SO 23 10 units not more wan 30 suriace acres, plus
16% acreage tolerance; provided, however, .uits may be establisired as to any one or more horizons, of existing Units may be enlarged as 10 any one or more
horizons, 5o as to contun not more thaa 640 surface acres pius 10% acreage toicrance, if limited to one or more of the fc{lnvnng {1) gas, other than casing-
head ga:, (2) liquid hydrocarbons (condensate) which are not liquids in the sabsuriace reservoir, (3) minerals produced from wells clzmﬁed as gas weils by
the conservation agency having jurisdicdon. (f larger units than any of thoss herein permitred, either at the ume ished, or after are ro-
quirer under any governmental rule or order, for the drilling or operation oi a weil at 2 regular location, or for obtining maximum allowable {rom sny weil
to pe driled, dnlling, or ar ady dniled, 3.y such unit may be cs or :nlarged to conform (o the size required by such govemmental order or rule.

Lesses shall exercise said option as to each desired unit by execunng an instrument identifying such unit and filing it for record in the public oifice in which
this lease is recorded. Each of said opuons may be exercrsed by lessee at any tume and from iime o time while this leass is in force, and whether before or
af has d zither on said land, or ua the portion of said land inciuded it the unit, or on other land unitized therewith. A umt
esuuhshzd hereunder sha.ll be valid and effectve for all purposes of this lease even though thete may be minecal, royaity, or leasehoid interesws in lands
within the unit whichk are not effectively pooted or unitized. Any operations conducted on any part of such unitized land shall be considered for.all purposes,
except the payment of royaity, operatons conducted upon said land under this lease. There shall be aliocated 1o the iand covered by this [ease within each
such unit that propordon of the total production of umitired mi from the unit, after deductng any used in lease or unit operadons, which the number
of surface acres in such land. covered by this lease withim the unit bears to the total gumoper of surfact acres in the unit, and the production so allocated
shail be for all p ding psyment or deliverv nf royalty, overridirg royalty and any other payments out of production, to be the entire
producticn of unitized runerals from the land to which allocared in the same manner as though produced thersfrom uader the terms of ttus icase. The owner
of the memnnzry estate of any term royalty or minerai estate agrees that the accrual of royalties pursuant to this paragraph ot of shut+n royaltes from a
well on the unit shail satisfy any limitation of term requiring production of oil or zas. The fotnation of any unit hereunder shall not have the =ffzct af ex-
changing or transferring any interest under this lease berween parties. Neither shall 1t mpair the right of lessee to refease as provided in paragraph § hereof,
2xcept that lessce may not so release as to lands withmn a unit while there are operations thercon for uniuzed minerals unless all pooied leases are released as
to lands within the unit. At any ume whilc this lease is in force lesses may dissolve aay unit cstablished hereunder by filing for record in the public office

where this lease is recordcd a declaration to thac ef!acv. if at that time no opem being for umtized minerals. Sub;m to the pro-
visions of this 4, a unit once estal alf reman in focce zo long as any iease subject thersto shail remain in focce.

paragraph T
or hereafter covers separate tracts, ao pooling ot uﬂmzauon of royaliy interests as hetween any such separate tracts is intended or shall be unphed or result
merely from the inclusion of such separate tracts within this lease but lessee shall nevertheless have the 1gm to poot or unitize as provided in this paragraph
4 with conssquent allocaton of production us herein provided. As used in this paragraph 4; the words “separae tract” mean any tract with royaity owner-
ship differing, now or hereafter, either as 10 parties or amouats, from that 23 to any other p~-~ ~f the leased premises.

5. If operanons are rot conducted on said land on or befove the first anniversary du . nereof. this lease shall cerminate as to boiht parties, uniess
lessez on or berore said date shail, subject to the further pn-ms‘.uns nereof, pay or tender to lessor or to lessor's credit in the.. Hells. Eargo.

...Jank.,.Qaklard.Main. Branch. a.20tth.at. Exranklin, Oakland,. Calizorn

whlch shall continue as the deposiiory, regardless of ch:mgex in ownesship of delay rental, royalties, or other moneys, the sum of § ..
which shall operate as delay rental and cover the privilese of deferring operatjons for one year from said date. In like manner and upon hk: payments or
tenders, operations may be further deferred for like pesiods of one year each dunng the pnmary temm. If at any time thac lessee pays or tenders delay
rental, royaities, or other moneys, two or more parties are, or claim o be, endued to receive same, lessee may, in lieu of any ~ther method of payment
herein provided, pay or tender such rentad, royalties, or other moneys. in the manner heretn specified, zither jointly to such parties or separately 0 each in
accordance with their respe:tive ownerships thereof, as lessee may elect. Any paymeat hereunder may be made by check or draft of lessee deposited in the
mail or delivered ta lessor or to the depositary bank or or betere the fast date for payment. Said delay rental shail be apportionatie as to said land on an
aczeaze basis, and a failure 10 make proper payment or tender of delay rental 35 to any portion of said land or as to any intecest therein shall not affsct
this lease as to any postion of said land or 13 to any intwrest thercin as to which proper payment or tender is made. Any payment or tender which um:d:
in an atremot (0 make proper payment, but which 13 erroneous in whole or ia part as to parties, amounts, or -8 be

prevent termination of this lease and to exiend the time within which operations may be conductec in the same .1anner as though a proper payment hdd
been made; provided. however, lessee shall correct such error within thirty (30) days arter lessee has received written notcs thereof from lessor. [f the de-
pasitory bank should refuse to accept any renwl rendered hercunder, the tender nevertheless shall be fully effective and lessee shall have no obligauon to
make any further tender or payment in connection therewith undl aftet lessor shafl have fumi lessee with an ¥ 10 lessee naming
another bank ss agent to receive such paymtent. Lesser may at any time and from ume to time execute and deliver to lessor or file for record a release or
reicases of chis iease as to amy part or all of said land Or of any mineral or honzon thereunder. and thereby be reiieved of ail obligations as (o the reieased
acreage or interest. I <his [ease is 50 released as 1o all of said minerais and honzons under 3 portion of said land, the detay rertal and other payments com-
puted in all be reduced in the proportion that ihe acreage released beass, o m: :::m'c whicy was govered by this tease

sh
immediately prioc 0 such retease.
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y 6. If at any time o: times during the primary term opesations are conducted on said lsnd and if ali operatioas are discontinued, this lease shali there-
</ter terminate on its anniversary daic next following the nmetieth (90th) dav after such discontinuance vniess on or before such anniversary date Jessee
+/ither (1) or (2} or resumes the payment o ender of delay renial; provided, however, if such snmversary da2 1s at the end
of the primnary term, or if there is no furthes anniversary date of the primary lerm, this lease shall serminate at the end cf such term or or the ninetieth
90th) day after ¢ of all is the later date, unless on such later date either (1) lrssee xs conducting operauorns or (2) the
shut-in well pr i of 3 o1 the i of_ 11 are used in this jease the word “aperations™ shall mean operr-
!tions for and any of the following: driliing, esting. &. plugging back or repairing of a well in seazch for or in an
md'avw 10 obuin production of oil, gzs or other of said minerals, or the producunm of oil, gu or other of said minezals, whether or no: in paving quantities.

; 7. Lessee shall have the use. {ree f10m royalty, of water, other than from lessor's water weils, and of oil and gas produced from suid land in ali opers-
i tions hereunder. Lesset shail have the right at any nme 1c remove all machinery and fixtures piaced on said land, including the right 1¢ draw and semove

i casing. No well shall be drilied nearer than 200 fect to the house or barn now on said land without the consent of the lessor. Lessce shall pay for damages

') caused by its operations 10 mowing Crops and timber on said land.

NESSETH:

/ 8. The rights and estate of any party hereic may be assigned from time 10 time in whole o7 in part and as 1o any of said minerals oz honzons. Ali of
nowiedged, the and of this iease shall extend 10 .nd be binding upon ihe parties hereto, their heirs, successors, assizns and wccw-
1€ purposes ( ive assigns. No change or division it the ownesship of said land, royaluies, Gelay rental. or other moneys, or any part thereof, howsoever e fecied, shall in-
shead gaso- crease the obligations cr diminish the rights of esses, including, but not limited 10, the Jocation and drilling of wells and the measurement of production.
minerais”, Notwithsianding any other aciual or :ansu'uc jve k:-ow)=ég~ or notice thereof of or 10 lessee, its successors or assigns, no change or division it the ovnersiip
:, coastruct of said land or of the royalies. deiay re . other monevs, or the Tight to receive the same, howsoever efiecicd, shall be binding upon the then record
in lessee’s owner of this lease until thirty (30) days lI -1 thee has been furnished 10 such record owner at his 07 its principal place of business by lessor o lessor's heirs,
other land successors, or assigns, notice of such change or division. suppcncd by either onginals or duly eertified copies of the instruments which have been propery
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! filed {or recozd and which evidence such change or divisor., md of such coust secords and proceedings, transcripts, o1 Other ¢azuments as shal’ be necessary
] in the opinion of such record owner to establish the validity of such change or division. I any such changs in ownership occu’s by reason f the death of the
1
1S

owne:. lessee may, nevertheless pay or tender such royalnes, deiay rental, or other moneys, or part thereof, 1o the credit 0: the Zecedent in the depository
bank proVideﬁ for above. In the 2vent of assignment of this least as 10 any part (whether divided or undivided) of said land, the delav renzal payable hore-
under shall be apportonabic as perween the several leasehold owners, ratably according to the surface area or undivided inieresis 6f each, and default in de-
lay rental paymen: by one shall not afiect the right of other Jeaseheld owners hercunder.

9. In the event iessor corsiders that lessee has not ired with 21 its obli t.th express and imphied, Jessor shali notify Jessee n
writing, seting out specifically in what respects lessee has breached this cortract Lesee shall then have sixty (60) days after receipt of said potice within
which to meel o1 commence to meel all or any part of the breaches alleged by lessor. The service of said nouce shall be precedent to the bringing of any
action by lessor on said lease for any cause, and no such action shall be brought until the lapse of sixty (60) days after service of such notice on lessze.
Neither the service of said notice nor the doing of any acts by lessee aimed to meet all or any of the alicged breaches shall be deemed an admission or pre-
sumption tha: lessee has failed 10 perform all its obligations hereunder. 11 this lease is cancelied for any cause, it shall nevertheless remain in force and
effect as to (1) sufficient acreage around each well as to which therz are operations 10 constlute 2 dn'lhng or unit under
governmental regulations {but in no event less than forty acres), such acreage 1o be aesxgmxeé by Jessee a5 nearly as practicable in the form of a square cen-
tered 2t the well, or in such shape as then existing spacing rules require; and (2) any part of said land inciuded in 2 pooled unit on which there are operations.
Lessee shall also hm such easements on said land as are necessary to operanons on the acreage $o reiained.

rental sub- 10. Lessor hereby warranis and agrees to defend tite to said land against the claims of all pevsons whomsoever. Lessor’s rights and interests heve-
2$30r has a under shall be charped primarily with any mortgages, taxes or other liens, or mterest and other charges on said land, but lessor zgrees that lessee shall have the
1d shall be nght at any time 10 pay o; reduce same for lessor, either before or afier maturity. and be subrogated 1o the nights of the holder thereof and 1o deduct
be d* amounts so paid from royalues or other payments payable or which may beccme payable 1o lessor andior zssigns under this lease. If this lease covers a les
to interes: in said minerals, ¢r any of them, in all or any part of said land than the entire and undivided fez simpie estate {whether lessor’s interest is herein spec-
ified or not), or no mterest thercin, then the rovalnes, delay renial, and other moneys accruing from any part as 1o which this lease covers Jess than such
s from the interes:, shall be paid only in t.hc proportion which the interest therein, if any, covered by this Jease. bears to the whole znd undivided fee s:nple estate
) cessation therein. Al royalty interest covered by this Jease (whether or not owned by lessor! shall be paid out of the royalty herein provided. This lease shail be
binding upon each party who executes it without regard to whether it is executed by all those named herein as jessor.
:quai one- 11. If, while this Jease is in force, at, or after the expiration of the primany term hereof, it is not being continued in force by reason of the shut-in well
ket price provisions of paragraph 3 hereof, and lessee is not conducung operations on said land by reason of (1) any hw crdex rule or regulation, (whether o. not sub-
~eighth of sequently -determined 10 be invalid) or (2) any other cor:2, whether similar or dissi (excent fi ial) bevond the bie conwol of lessee, the
:ssee, one- primary term and the delay rental provisions hereof shali be extended until the first mmumrx date hereof occuning ninety (90) o more days following the
asoline or removal of such delaym, s¢. and this lease may be extended thereafier by operations as if such deiay had not occurred.
‘::‘:1’ oro- xpressly reting; wer and releases and waives all rights bnde  and by virsue of the homestead exemption laws insofar as they
hu"?"" purpgse for s Jease is made.
g conduc- t is executed on the dare Irst above written.
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