. ‘ Recorded o 22 atock S AUG. 2 11970 v

Iy " c 460 INDEXED
o ReC. NG 1,, (16 ........... Aan Spomer, Recorde
- % 631 ~ OIL AND ‘GAS LEASE ™ . .|

( THIS AGREEMENT made this 30&h day of July -

19-.7.&-, between UNION PACIFIC RAILROAD COMPANY, a Utah corporation authorized to do business in the .Stabg of____(;'g.lo{:ade _________________ s
Lesso¥, and PAN AMERICAN PETROLEUM COX.PORATION, a Delaware corporation authorized to do business in said State, Lessee,

‘ WITNESSETH :
1. Lessor, for a good and valuable conside ation, receipt of which is hereby acknowledged and in consideration of. the‘ royalties 'herein provified, ar}d.of
the agreement of Lessee herein contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of invgstlgatmg, expl_or'mg, prospecting, drlll_mg
i and mining for and producing oil and gas (gas fo- all purposes being defined without limitation, to include d.ry gas, casinghead gas, dlstlll_ate, cpndepsate, h_e1'1}1m
and all other gaseous substances), and associated liquid hydrocarbons, and, subject to the provisions of Sections 14, 15 and_16 hereof, laying pipe I{nes, building
o tanks, power stations, telephone lines and other structures thereon to produce, save, take care of, treat, transport and own said products and housing its employees,
the following described land in___.._ Weld — County, COlOTadO : -
to-wit: Township 3 North, Range 65 West Township 3 North, Range 66 West
* * . L
g Section 7: Lots 1(39.88), 2(39.88),3(39.88), Section 13: Nw4%, Sk
s o 1 1
o 4(39.88), EhsWs, SEX Section 15: NW%, Sk
. . 1
N Section 17: NWk, Sk Section 23: NWx, Sk
2 * . 1
£ Section 19: SEY4, ShNE4 Section 25: NW%, Sk
- Section 21: NW4, Sk Section 27: NW;, Sk
. . 1 \
o Section 29: NWi, S Section 29: SEY, SWeNEY V
o Section 33: NW%, Sk
- Section 35: NWk, Sk
o2
i
o
]
In addition to the land above described, Lessor hereby grants, leases and lets exclusively unto l.essee to the same extent as if specifically described herein
all oil, gas and associated liquid hydrocarbons underlying lakes, rivers, streams, roads, easements and rights-of-way (other than railroad rights-of-way) which
F’? traverse or adjoin any of said lands. For rental payment purposes, the land included within this lease shall be deemed to contain___..5_31_];9_3_5_2__________
;_4 e acres, whether it actually comprises more or less.
o~ 2. Subject to the other provisions herein contained, this lease shall be for a term of 5 years from its date (called “primary term’) and as long thereafter
1 as oil, gas or associated liguid hydrocarbons or any of them are produced from said land hereunder, or drilling or reworking operations are conducted thereon.
C.:__.D, 3. Lessee, within three months from the date of this lease, shall commence the actual drilling of a test well on the leased premises; and thereafter shall
-l prosecute the drilling of said well diligently, without unnecessary delay and in a workmanlike manner. If the actual drilling of said well is not commenced

within the time prescribed, this lease will automatically terminate.

4. The royalties to be paid by Lessee are: (a) on oil and on associated liguid hydrocarbons, 157 of that preduced 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 said Iand and
sold or used off the premises or in the manufacture of gasoline or other products therefrom, the market value at the well of 159 of the gas so sold or used;
provided that on gas sold at the wells the royalty shall be 159, of the amount realized from such sale. Lessee shall have free use of oil, gas and water from said
land, except water from Lessor’s wells, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used.

‘While there is 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 period of 90 days from the date such well is shut-

..., In, and Lessee may tender or pay annually as royalty a 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 Section 5 hereof, with the first

payment to be made on or before 90 days from and after the dste on which such well is shut-in and a similar payment to be made annually thereafter on or

before the anniversary date on which such well is shut-in. If such payments are so 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.

If any portim of the leased premises is included in a pooled unit, the amount of the shut-in royalty applicable to the Lessor’s interest therein shall be
reduced in the proportion that the amount of Lessor’s net mineral acres included in any such pooled unit upon which such gas well is situated bears to the
total acreage contained in such pooled unit as provided in Section 7 hereof.

Lessee shall use reasonable diligence to market gas capable of being produced in paying quantities from a shut-in well, but shall be under no obligation
to market same under terms, conditions or circumstances which, in Lessee’s good faith judgment, are unrcasonable or unsatisfactory.

Lessee may from time to time purchase any royalty portion of oil or associated liquid hydrocarbons in its possession, paying the market price therefor
Jprevailing in the field where produced on the date of purchase; provided, however, that if Lessor shall so elect, Lessee shall deliver to Lessor in kind its royalty
share of oil and associated liquid hydrocarbons. In the event of such election, Lessor shall give to Lessee not less than 60 days’ notice of its election and shall
take said royalty share in kind for a period of not less than six (6) months following the termination of said sixty (60) day period. Any such deliveries are to
be made from the facilities of Lessee, which shall have been installed for its own convenience at times and in amounts which equitably adjust deliveries of both
parties.

5. If the well provided for in Section 8 hereof is drilled and completed as a dry bole and if operations for drilling are mot commenced on said land as
hereinafter provided on or before one year from this date, the lease shall then terminate as to both parties, unless on or before such anniversary date Lessee

shall pay or tender to Lessor, Att'n: Assistant Treasurer, 1416 Dodge St., Omaha, Nebraska 68102, the sum o Five Thousand Seven _____________
d_Ndi

r neteen_and 52/100=———memmmmemam == Dollars (5.5,719.52 )

(herein called rental), which shall cover the privilege of deferring commencement of operations for drilling for a period of twelve (12) months. 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 referred 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 addyessed to the Lessor, on or before the rental paying date, shall be deemed payment as
herein provided. Lessee may at any time execute and place of record a release or releases covering any portion or portions of the above described premises, fur-
nishing a copy thereof to Lessor, and thereby surrender this lease as to such portion or portions and be relieved of all obligations as to the acreage surrendered,
and thereafter the rentals payable hereunder shall be reduced in the proportion that the acreage covered hereby is reduced by said release or releases.

1f 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 accompanied by any documents and other evidence necessary to enable Lessee to make proper
payment.

6. Should any well drilled on the above described land during the primary term before production is obtained be a dry hole, or should production be ob-
tained during the primary term and thereafter cease, then and in either event, if operations for drilling an additional well are not commenced or operations for
reworking an old well are not pursued on said land on or before the first rental paying date next succeeding the cessation of production or drilling or reworking on
said well or wells, then this lease shall terminate unless Lessee, on or before said date, shall resume the payment of rentals. Upon resumption of the payment of
rentals, Section 5 governing the payment of rentals, shall continue in force just as though there had been no interruption in the rental payments. If during the
last year of the primary term and prior to the discovery of oil, gas or associated liquid hydrocarbons on said land Lessee should drill a dry hole thereon, or if
after discovery of oil, gas or associated liquid hydrocarbons before or during the last year of the primary term the production thereof should cease during the
last year of said term from any cause, no rental payment or operations are necessary in order to keep the lease in force during the remainder of the primary
term. If, at the expiration of the primary term, Lessee is conducting operations for drilling a new well or reworking an old well, this lease nevertheless shall
continue in force as long as such drilling or reworking operations continue, or if, after the expiration of the primary term, production on this lease shall cease,
this lease nevertheless shall continue in force if drilling or reworking operations are commenced within sixty (60) days after such cessation of production; if
production is restored or additional production is discovered as a result of any such drilling or reworking operations, conducted without cessation of more than
sixty (60) days, this lease shall continue as long thereafter as oil, gas or associated liquid hydrocarbons are produced and as long as additional drilling or
reworking operations are had without cessation of such drilling or reworking operations for more than sixty (60) consecutive days.

7. Lessee, at its option, is hereby given the right and power to pool or combine the land covered by this lease, 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
said premises, such pooling to be into a well unit or units not exceeding forty (40) acres, plus an acreage tolerance of ten per cent (10¢) of forty (40) acres, for
oil, and not exceeding six hundred and forty (640) acres, plus an acreage tolerance of ten per cent (1077 ) of six hundred and forty (640) acves, for gas, except
that larger units may be created to conform to any spacing or well unit pattern that may be prescribed by governmental authorities having jurisdiction. Lessee
may pool or combine acreage covered by this lease, or any portion thereof, as above provided, as to oil or gas in any one or more strata, and units so formed need
not conform in size or area with the unit or units into which the lease is pooled oy combined as to any other stratum or strata, and oil units need not conform as
to area with gas units. The pooling in one or more instances shall not exhaust the rights 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. 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 or reworking operations
thereon or production of oil or 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 land covered by this lease, whether or not the well or
wells be located on the premises covered by this lease. In lieu of the royalties elsewhere herein specified, 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. Should 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 s supplemental
declaration of unitization identifying and describing the land added to the existing unit; provided, that if such supplemental declaration of unitization is not
filed until after production is obtained on the unit as originally created, then and in such event the supplemental declaration of unitization shall not become

efi:ective until the first day of the calendar month next following the filing thereof. In the ahsence of production Lessee may terminate any unitized area by
filing of record notice of termination.

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

8. Lessee shall have the rig:ht at any time without Lessor’s consent to surrender all or any portion of the leased 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 after the expira-
tion of this lease to remove all property and fixtures placed by Lessee on said land, including the right to dvaw and remove all casing.

. 9. The vights of either party hereunder may be assigned, in whole or in part, and the provisions hereof shall extend to the suceessors and assigns of the
parties hereto, but no change or division in ownerskip of the land, rentals, or royalties, however accomplished, shall operate to enlarge the obligations or diminish
the rights of Lessee. No change in the ownership of the land, or any interest therein, shall be binding on Lessee until Lessee shail be furnished with a certified
copy of all recorded instruments, all court proceedings and all other necessary evi ce.of any transfer, inheritance, or sale of said rights. In event of the assign-
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