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COLORADO
OIL AND GAS LEASE No. OG_70/8u: s

THIS LEASE AGREEMENT, Dnted this. . 20ER 40y o0 May . ey AD 1970,
made nnd entered into by wnd between ihe STATE OF COLORADO, acting by and through Lhe STATE BOARD OF
LAND COMMISSIONERS, party of the first part and hereinafier called the “lessor, and

. TBXACO INC, ssamhie’ .
P.0. Box 2100, Deaver, Colorado 80201
party af lhe second pari, herelnafler called the “lensee”:

WITNESSETH
THAT WHEREAS, The said leasee has applied to the Siute Board of Land Com ul&aers for an oil and gay lease
covering the land herein described, and has paid a filing fee In the amount of § Lomd L S ., plus a bonus
eonsiderntion of § 8,160.,00 fixed by the leasor n3 an additionn) consideration for the granlng of Lhin Jenae, and

WHEREAS, All of the requiremenis retative to sald application have been duly complied with and sald npplcation
hiy been approved and nllowed by the State Board of Lund Commisslonera;

THEREFORE, For nnd in consideratlon of the premlses, as weil as lhe payment of reninis hereinafier provided for,
and of ihe covennnis and agreements hereinafter conlalned, on the part of Lhe leases Lo be paid, kept and performel,
the said tessor has gronted nnd deplzed, lensed and let, and by these presents does grant, demise, lense and lel exclu-
sively utlo Lhe Aaid leasee [or the sole and only purpose of exploration, development and productlon of oll and gas, or
either of them, thereon und therefrom with the right to own all oll and gas so produced and anved therefrom and not
reaerved na royalty by the lessor under the terms of thig leasze, together with righta of way, ensements and aerviludes
tor pipe tines, telephone and telegraph tnes, tnnks and flxtures for producing and caring for such producls, apd houslng
and baarding employees, and any and all rights and privileges necessary for the economical operation of said land for oll
nnd pas, with rvight to the use of all otherwise unapproprinted water from sald Jands, but not from lessar's waler welis
or reservolrs, and with the righl af removing either during or within six (8) montha nfter the term hereof, all and any
improvements placed or erecied on the premises by the lessee, Including the rght 1o pull ali znnlng. ﬁubjecl, however, Lo

Arapshos

the canditions hereinnfler set out, the following descried land situated In the county of fr—
Stale of Colornde. nnd more particularty described ns followas:
DESCRIPTION OF LAND SECTION TOWNSHIP RANGE
All 24 5-South 65-Hest
surdace frutents none
- School -
Lol Fund
640,00

conlbuning nered, more or Jesy:

TO HAVE AND TO HOLD Sigyd land, and all the rights and privileges gronted hereunder, Lo und unto the lessee fol
+ O (i o EREIRTEENER [ ony the hour of Lwelve oclock neon on the date hereof, and so long thereafler as ot
il s, or elither of thems, is produced In paylng quantities (ram sald land or the lessee is diligently engnged In buba
fisle atilling or reworking operations on snid bind, Drilling or reworking operations shall be deemed 1o be ditigently per-
futikdl 3f there b8 no delay or cessalion thereof for a greater period than thirly consecutlve dnoys unless an oxtenslon in
writing Iy granted by lessor. Provided that such drilling or reworking operations are commenced during said N
bormoor any exlension thereof or while this Jense s in foree by reason of production of oll and gns or etther of them, or
ot ~tich teswanking s commenced imedintely upon cessution of production for the purpose of re-establishing the snc,
il preavided further thal sl producton is commenced durlng sucl DIt ur uny exlension thercof, or while
Uhis lesise b3 i feree by reason of such diilling or reworking operations or other produclion.

tn cansiderntion of the premises, Lhe partles covenant and ngree as follows:

1. During lls- ?_len‘lt1 hereof Jessee shnll pay to lessor an nnnual rentnl of § 3.20.‘0.0 , compuled al
Lhe 1ile of § B-11 per nere or fractivn lhereof of the lands cavered hereb EinMEENEASTRENEIRIND

. ]
Extension of the termn ¢f this lense solely by discovery and produclion of oil
o gus asin the preceding puragriph provided, shnll not cpernle 1o Incren:e the renlals payable under this paragroph;
it 1= Lo sy, the rentul in effect at the time of discovery und production shall nel be increased by renson of extension
of The term of this lease by reason only of such production, bul annunl rentals in such smount shalt be paid during the
rebvanting life of this lease. The rentnls us above provided shail be pald annually in advance on or before each anniver-
sty of the dale of thiy Jease

¢ Except for oil &nd gas used on the leased premises for developmenl and production or thal unavoidably lost, the
loscev stall pay e lessor as toyalty, in addition to the rentnls provided in this lenss, the following:

o On ol one-eighth of the oll produced and saved from the lenzed premises,

AL the option of lessor, Jessor may ke s royalty obl in kind, in which event lessce shall deliver such
1oyalty ol 1o lessor on the lensed premises, free of cosl or deduclion, Into the pipe lines or storage tanks
tesignated by lessor. bul lessee shall nol in such cnse be required lo provide free lankage fur any such oit
far o longer period than one month after the same is run into tanks.

% -= This lease e for a term of three (3) years., Renewal or extension will ba
only by speclal written permission of Lessor. !
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When paid In cash, the royalty shall be calcututed upon the reasonable market vilue of the ofl at the
well which shal) not be deemed to be less than the price actually paid or agreed to be Faid to the lessee at
the well by the purchaser therecf; and in no event shall the royaltles be based upon u market value at the
well Jess than the posted price in tha fleld for such oil, or In the absence of u posted price in the field for
such ofl, upon & market volue at the well Jess than the prevalling price received by other producers in the
fleld for oil of like grade and gravity at the time such ofl iz run Into pipelines or storage Lanks,

{b) On gas, including casinghend gas or olher gaseous substance, one-elghth of Lhe rensonuble murket value
at the well or of the price received by lessee at the well, whichever is greater, of all gas preduced fron lhe
leased premises und sold or utilized by leasee. \Where gas 13 sold under u contract that hoy been approved by
Jeasor, the reasonuble market value of such gas for determining the royalties payuble hereunder shull be Lhe
price at which such gos ls sold under such contract; provided, however, that no upproval by lessor of Lhe
terms of any such ugreement shal) operale to make lessor a party thereto or obligute it in any wuy except
as herein provided, and lessee agrees Lo save leasor harmless from any such obligation.

1¢) All costs of morketing the oil andjor gas produced shall be borne by the lessee and such costs shall nol
directly or indirectly reduce the roysity payments to the leysor.

3 Lesses ngrees to make & monthly production report of the production on the leased premises covering the pre-
cedity; month, which report shall be flled with lessor on or before the last day of each month, and shall be accompanied
by fu'l setilement for all royalties due the lessor for such preceding month under this lense; Jessee further agrees to keep
and tu have i possession, books and records showing Lhe productlon and disposition of all ofl and gus produced from
the leased premises and to permit the lessor ar iy agents, ot all reasonable hours, to exanine the same, Hoyulites due
under Lhls lease shall be culculated on nctual tankoge meusurements, unless the samie are shown 1o Le incorrect, or
more accurate means of measurement is provided.

4 The lessce may at any tlme, by paying to the State of Colarado, acting by its State Board of Land Commissionurs.
all nisounta then due as provided herein, surrender and cancel thls lease insofar as the same covers sll ot any portion
of the lunds herein leased and be relieved from further obligations or linhility hereunder with respect to the hunds so
surrendered; provided that no partial surrender or cancellalion of thia lease shall be for less than contiguoud Lructs of
appresimately forly {40) ocres or Governmental Jot corresponding 1o o quarier-quaries section; rrovided further that
this surrender clause and the optlon herein reserved to the lessee ahall ceuse and become sbsolutely Inoperative imme-
diately and concurrently with the Institution of any sull in any court of law by Lhe lessee, lessor or any assighes of vither
to eiurce this lease, or nuy of its terms express or implied,’but in no cose shall surrender be effectlve until lessee shall
have wmude full provision for conservalion of the minerals and protection of the surfuce rights of the leused premises.

4. Al payments due hereunder ghall be made on or befdre the day such payment is due, und this lense shnll not e
In efivel ustil lessor has recelved for the initinl reatal, the cash or cash proceeds of any checks therefor regardless of
the wale of this lense, Nothing In this pnragraph shull be construed to extend the expiration of the primary term hereol
beyund tive (5) yeurs from the date hereof,

8. The lessee, wilh the written consent of the lessor, shall have Lhe right to wistgn this lease uy to the entire beise.
hold interest of such lessce n oll or part of the lands covered hereby, not less, however, than contiguous tracty of
upproxtmutely torty (40) acres or Governmental lot corresponding to a quarler-quuarter section for any partial assigament,
and for approval of such nssignment the Jessor may make an assignment churge in the imount set forth in the currentl
regulations 1ssued by the Board. No assignment of undivided interests or retentlon or reservation of overriding ruyulties
will be recognized or approved by lessor; and the effect, If any, of any such essignmenty or reservalions will be strictly
and only as between Lhe pariies therelo, end outside the terma of his lease, and no dispute belween parties 1o uny such
assignment or reservation shall operate to relieve the lessee from performance of any lerms or conditions hereof or to
postpone the time therefor. Lessor will and shall at oll times be entilled to look solely o the leasee or his assignee shown
on ity books as being the sole owner hereof, and for the sending of all notices required by thia Jease und for the per
formunce of st terma and conditions hercof. If any asaignment of u portion uf the knds covered hereby shall be approved,
a new fease ahall be issued to the nssignee covering the asslgned lands, containing the sume lerma und conditions ns
this Juase, and limited as to term as this lesze Is limited, and the assignor shall be released and discharged from all
further obligationa and liabllities, and shall be held to have released ull rights and benefits thergafler acoruing with
respect to the asslgned Jand, ag if the same had never been a rart of the subject matler of this lense. Although not
binding on Lhe Stole Beard of Land Commissioners as heretofore stated, all instruments of every Kind and nature whit-
soever ntfecting this lease should be filed in the records of the Mineral Department of the Stule Land Board,

1.

() Lessee ngrees Lo reasonably protect the lensed premises from drainage by offset wells loeated un ndjolning
tanda not owned by lessor, when such drainage |s not reasonably cumpensated for by counter<dralnage 1L
shall be presumed, for the purpose of this lease, that the praduction of oil and gay [rom offset wells resalty
in drainage from the leased premises, unless Jessee demonstrales o lessor's sutisfuclion by engineering, gen-
logical, or other data, that preduction from such offset well does nol result in such druinage, or that the drill-
ing of o well or wells on leased premises would not accomplish the [urpases of prolecting the dueposits under
leased premises. The Board's decislon ns Lo the exlstence of such drainage shall be finnl, und lessee shall
comply with the Board's order thereon or, in leu thereof, surrender 1his lease as Lo any such undeveloped
perenge as designated Ly the Board,

ih) Upon discovery of oil and gas on the lensed lunds, lessee shall with reasonable diligence procead to develap
sudd premises at o vate sl (0 on extent comenensurute wilth the econumic develugment of Lhe Deld i whiich
the Jeased lands lie

-
r~

The terms and conditions of this Parngraph 7 und of tis lease shall be performed and exercisct subject lo
all laws, regulations, orders, local ordinances or resolutions applicable 10 and binding upon the wdministra-
vion of grapt lands owned by the Siale of Colorado.

il

In the event lessor permits Lhe lands herein leased to be included within & unitization agreement, the lerms
of 1hig lease and the operation of this Parograph 7 shall be deemed to be maditicd to conforn 1o such wnitl-
zation agreemenl. When only n portion of the lands under this Jease ix commitied Lo a unit. the legsat Ny
segregate the Jands and lssue a separate lease for eath portion and the lerms of the leuse on that portivn
inciuded In the unit sholl be deemed to be modified to conform to such unit agreement,

8. Lessee shall, subject to applicable laws, regulations and arders binding upon the administration af Stnte linds,
operste ond produce all wells upon the lensed premises so long s the same are cipable of producing ln puying guantities,
and shall operaie the same sc ka 10 produce ol o rate commensurate with the rate of production of wulis on wdioining land~
within the same field and within the limits of good engineering practice, except (or such Uimes ny there exisl neither
markel nor storage therefor, and except for such limltations on or suspensiona of production as muy be approved in
wrlting by leasor, If lessee shall complete a well on the lensed lands productive of gas only and lessee Is unable to
produce such gas due to luck of sultable market therefor, lessor may grant lessee suspension of his obligations Lo
produce hereunder until o suitable market for such gus can be found and during any such suspension period, 1 shall be
deemed that gas Is being produced hereunder in paying quantities,



B The lessee agrees 1o notily the lessor of the location of each well before commencing drilling thereon. No explor-
ation, drilling or production operation, including permancnt Lnatallations, shall be wilhin 200 feel of any bullding or olher
impravement, including waler well or reservolr, without the written permission of Lhe owner of said Improvements.
lessec shall keep a correct lug of ench well drilled hereunder, showing by nome or deacription ihe formations pnssed
through, the depth atl which each formatlon was reached, the number of feet of each slze cosing set In each well, where
set, and the toln) depth of each well drilted. Lessee, within thirty (30) days after the completion ot abandonment of
any welt drilled hereunder, shall file in the office of the State Board of Land Commissloners, at Denver, Colorniin, o
complete and correct log of such well, together with a copy of the electric log nnd the radioactivity log of the well when
such logs, or cither of Lhem, are run, and also a copy aof oll dr'll stem test resulls, core records and analyses, record
of perforations and Initin} producllon tests, If any. If any of the information reguired by this paragroph s contained
in reports required to be filed with the OIl and Gas Conservation Commission of Colorado, Lhe requirements of this
parngraph for such information witl be satisfied by the fliing, with the Oll and Gaa Conservalion Commisalon, of extrn
copies of such reports as is required by Paragraph 15 herect,

10. Lessee shall be linble and agreea to pay for nll damoges to Lhe surface of the land, livestock, growing crops,
water wells, reservoirs, or improvements caused by lessee's operatlons on said lands. It is agreed and undersiood Lhnt
no operations shall be commenced on tha lands herelnabove described unlesa and untll the lessce or his assignee shall
have filed a pood and sufficient bond with the leasor In an amount 1o be flxed by leasor, to secure the payment for such
diamage to the surface of the tand, livesiock, growing crops, water or improvementa as may be coused by leasee v bis
nssignee's operations of said innds and also compliance with all the provisions, condiiions, covenania and obligations uf
this Jense and the statuies of the State of Colerndo, and rules and regulations thereto appertalning. When requestest hy
lessor, lessee shall bury pipe lines below plow deplh. Lessee shall set and cement sulficlent surfnce casing to protect
the fresh water welis of the aren,

1l. The lessee shall nol remove any machinery ar fixlures placed on said premises, other than dritling equipment,
nor draw the casing from any well unleas and untll all payments and obligalions currently due the lessor under Lhe
ierms of Lhla agreement shall have been pold or sallsfied.

12, Should lessee discover any valuable products olher than oll, gas, gasoline, casinghead gns or other hydrocarhona
on or within Lhe lensed premises, lessee shall within seven {7) days reporl such discovery to lessor, and lessee shall
have no rightl thereto because of such discovery: provided, that the terms — oll, gas or gasoline — shall not be deemed
to include any substance over which the United States Government assumes exclusive control

13. If lessee shall Initinle or establish any water right for the leased premises, the point of surface diversion or
ground wnier withdrawnl of which ias on the leased premises, such right shall, If the surface rights of sald premlses are
owned by lessor, become property of Jessor, without cosi, at the termination of the Jense.

14. Upon {nilure or defnult of the lessee or any assignee, to comply with any of the provislona or covenants hereof,
the lessor is hereby authorized to cancet ihis lease and such cancellation shall extend lo and Include all rights hereunder
as 1o the whoile of the trnci so cinimed, or possessed, by the lessee or nssignee so defaulling, bul shall not exiend to nor
affect the rights of any lessee or approved nssignee clniming londs segregated by nssignment from this lense; provided,
that in Lhe evenl of any such defanit or fallure to comply with any of the terma and conditions hereof, lessor ahall, hefore
any such cancelinllon shall be made, send by certified mall to the Jessee or assignee so defnulting, to the postoffice
nddress of sald lessee or nssignee, as shown by the records of lessor, o notice of Intention io cancel for such defaull,
specilying the same, nnd i within thirty (30) days frem the date of mailing snid notice, the said lessee or asslgnee shall
have pald all rents or royaliles in default, and shall have begun in good faith to correct such olher default os may have
been specified. and sha!l therenfter diligently prosecute the correclion of such default, there shall not be a cancellntlon
therefor. If such default s not corrected, or correctlon thercol ia nol begun In good (alth as hercinabove requiredl,
within thirly (30 days ofter Lhe mniling of such notlce, this lease will terminate and be cancelled by operation of this
paragraph withoul further action by lessor, or further notlce to lessee.

15 U Llhe lessee shall have (alled to muke distovery of oll and gas or elther of them In paying quantities during the
mrenena Lern hereof, or during drilling operations commenced during the xagoeemn Lerm hereof, the lessee may mnke
wrilten npplicatlon to lessor 1o extend this lease for an nddilionn] term REEERERCHRAERE As lo all of the land covererd
hereby texcluding any Innds theretofore surrendered ua In Paragraph 4 provided, or assigned os In Paragraph & pro-
videdy and Lhe making of such cxtension shall be at the eption of lessor.

18, Lessee will comply with all statutory requirements, and all rules and regulations of the (il and Gas Conservilion
Cmnmissiovn of Colorado applicable to the adminlatratlon of Sinte owned tands, or to the develormeni and produciion
af ol and gns thereon. and will furnish to the 04! and Gas Conservatlon Commission extra copies of all reports af nny
Kintl or nature that are required by sald laws, rules and regulations to be furnished Lo Lthe said Oil and Gas Conservallon
Cigamisaion of Colurado

17 “Paying qunotities” ns used herein shall mean and refer to quantities of oil and gas or of elther of them
sufficienl 1o pay for ihe currenl cost of produclng same.

1R if leasor owns a lesser inlereal in Lhe oll and gas deposils of lhe above described land than the entire nnd
undivided fee simple estnte, then Lhe royaltles and rentals herein provided shall be paid ihe lessor only In the proportion
which i1a Interest bears 10 the whole and undivided fes.

19. The hencfits and obligntions of thia lense shall inure 1o and be binding upon the belrs, legnl representatives,
sucgessora or nssigns of the lesace; but no sub-lense or asslgnmenti hereaf, or of any inlerest herein, shall be binding
upiin Jessor untl) the snme hns been approved by it ag provided for in Paragraph 8 hereof.

IN WITNESS WHEREOF, The party of the flrst pnri has hereunto signed apd caused its name lo be signed by
the STATE BOARD OF LAND COMMISSIONERS, with the aeal of lhe office afflxed, and the lessee has slgned ihis
agreement, the day nnd yenr first above writien.
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