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] L Tae31 JIL AND GAS LEASE -
THIS AGREEMENT made this.___.30th___ .. ___________ day of . July . [ emmmmeeaee S S .
19.70, between UNTON PACIFIC RAILROAD COMPA' Y, a Utsh corporation muthorized to do business | the State of___Colorado..... _________
Lessor, and PAN AMERICAN PETROLEUM CORPORATION, a Delnware corporation authorized to do business in sald State, Lessee, .

WITNESSETH :

S

1. Lessor, for a good and veluable consideration, receipt of which is hereby neknowledged and in eonsideration of_ the royalties herein provided, snd of
the agrecment of Lessee herein contained, hereby grants, lease’ and leta exclusively unto Lmae for the purpose nf investigating, explorjng‘. prospecting, drilling
- and mining for and producing oil and gas (gas for all purposes M=ing defined without limitation, to include dry gas, casinghead gas, distillate, condensate, helium

and all other g 1a aubst Y, and inted liquid hydrocarbons, :nd, subject to the provisions of Sections 14, 15 and 16 hereof, laying pipe linen, building
tanks, power stationa, telephone lines and other structires thereon to produce, save, take care of, treal, transport and own said preducts and housing its employees,
the following described land in----.-.wgld ............... County, C.ngr.adﬂ .......... e mmm—me A ——— ——
to-wit.: ;

Township 4 North, Range 65 West Township 4 North, Range 66 West Township 3 North, Range 66

See. 7: Lots 1(39.50),2(39.49), Sec. 1: SWi, WiSE%, SE4SEL Sec., 1: Nw4, Sk

: EXNW;, SE), SWYNEL Sec. 11: WkNWy, SELNW ~Sec. 3: Nwk, Sk

Sec. 21: WW4, Sk- Sec. 13: WLNE%Z, SE4NEY Sec. 7: SEYZ, WsNE4
9
1

Sec. 29: Nwk, Sk Sec. 23: WSsSE%, SE4SF Sec. Nwl;, Sh
Sec. 31: Lots 1(40.16),2(40.16), Sec. 27: WNWY%, Sk Sec. 1 Nwz, Sk
3(40.16),4(40.16), Sec. 33: NWy, S4NEY

Elwls, SE; Sec. 35: NWy, Sk

-
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In addition to the land above described, Lessor Lershy grants, leases and jets exchisively unto Le

sste to the same extent as if specifically described herein’
all ofl, gas and associated liquid hydrocarbons underlying Jaken, rivers, streams, roads, easements and

rights-of-way (other than railroad righta-of-way} which
traverse or adjoin any of said lands. For rental payment purposes, the land included within this lease shail bs deemed to eonuln-_-5.,.7.9_4_..41_---.._.---
e o m e em o ————— acres, whether it actually comprises more or jess.

2. 3ubject to the other Provisions herein contained, this lease shall be for & term of 5 years from its date {called “primary te
aa oil, gas or associated Hquid hydrocsrbons or any of them are produced from said land bereunder,

or drilling or veworking operations are conducted thereon.
3. Lessee, within three months from the date of this lease, shall commence the actual drilling

of a test well on the leased premises: snd therenfter shail
prosecute the drilling of said well diligently, without unnecessary delay and in = workmaniike manner. It the actual drilling of said well is not commenced
within the titne prescribed, this lease will antomatically terminate.

rm™) and as long theveafter

£
=
)
=
<

4- The royalties to be paid by Lessee are: (a) on oil and on mssociated Liquid hydroearbons, 15% of that prcduced and saved frem sald land, the same to
be deliverad free of cost &t the wells, or to the credit of Lessor into the vipe line to which the wells may be connected : ib) on gas produced from snid land and
sold or veed off the premises or in the manufacture of gasoline or other products therefrom, the market value at the well of 15% of the gas su sold or used;
providec that on gas sold at the wells the royalty shall be 15¢% of the amount realized from such sale. Lessee shall have free use of oil, gas and water from snid
lund, -except water from Lessor's welis, for all operations hereunder, and the royalty on oil and gas shall be computed after deducting any so used.

While there ia & well on the leased premises or on acreage pooled therewith capable of produeing only gas, but from which well production is not bring
told or used, and in the rbeence of oil or other production from said premisea, this lease shall be extended for a period of 90 days from the date such well is shute
in, 8nd Lessce may tender or pay annually as voyalty a sum equal to the amount of snnual rentals which would be payable during the primary term to defer
drilliqg operations on the leased premises then subject to this lense; payment or tender of such royrlty Lo be made as provided In Section & hereotf, with the first
payWent to be mede on or before 90 days from and after the dete on which such well is shut-in and a similar payment to be made annually thereafter on or

“L°re the anniverssry date on which euch well is ahut-in. It such payments are so made, it shall be considered that gas is being produced in paying quantities
Irony the leased premises under ail the terms and provisions of this fease. )

. It any portion of the leased premises is included in & pooled unit, the amount of the shut.in royalty applicable to the Lessor's intereat therein shall be
reticed in the proportion that the amount of Lessor's net mineral acres included in any a

uch pooled unit upen which such gas well is situnted bears to the
tolil agreage; contained in such pooled unit a8 provided in Section T hereof.
. *

=, Lessee shall ute reasonable diligence to market gas capable of being produced in
Oymarket same under terms, conditions or circumstances which, in Lessee's good faith

paying quantities from a shut.n well, but shall be under no obligeticen
judgment, are unreasonable or unastisfactory.

+ * Lessee may from. time to time purchase any royalty portion of oil or associated liquid hydrocarbons in its possession, paying the market price therefor

i)orevailing In the field where produced on the date of purchase; provided, however, that it Lessor shall so elect, Lesses shall deliver to Lessor in kind its royally
share of oil and amociated liquid hydrocarbons. In the event of such election, Lessor shall give to Lessee not lesa than 60 days' notice of its election and shal!

i A take maid royalty share in kind for a period of not iess than six {6) months following the termination of sajd mixty (60) day period. Any such deliveries are to

.: be made from the facilitf'u 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 t]:e well provided for in Section 3 hereof is drifled and completed as a dry hole and if upera:.{om for drilling are not commenced on said land as
hereinafter provided on or before one year from this date, the lease shall then terminate a3 o 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 of.. Five Thausand Seven
Hundred Ninety-four and 47/100=r=m—cm—e——me— Dollars (3.25794.47 ——t . )

(herein called rental}, which shall cover the privilege of deferring commencement of operations for drilling for a period 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 referred to may be made in currency, draft or check at the option of the Lessee; and the
depositing of auch currency, draft or check in any post office, propetiy addressed to the Lessor, on or before the rental paying date, shal! be deemed puymient as
herein provided. Lessee may at any time execute and place of record a relesse or relenses covering any portion or portions uf the above described premises, fur-
nishing a copy thereol 1o Lessor, and thereby surrender thia lease as Lo such portion or portions and be relieved of all obligations as to the ncreage surrendered,
and thereafter the rentals payable hereunder shall be reduced in the proportion Lhat the acreage covered hereby is reduced by said release or reieases,

It Lessee shall, on or before any rental date, make a bons fide attempt to pay rental to Lessor an
shall be unconditionzlly obligated to poy to Lessor the reatal properly payable for the rental period involved, but this lease shall be maintained in the same
manner as if such erroneous vental payment had been properly made, provided that the erroneous rental payment be corrected within thirty 130} days alter
receipt by Lessee of written notice from-such Lessor of such error accompanied by any documents and vther evidence necessary lo enable Lessee to make proper
payment.

d if such payment shall be in an incorreet amount, Lessee

6. Should any well driiled on the nbove 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 dvilling an adiitional well are nol commenced or operations for
reworking an old well are not pursued vn 3aid land on or before the first rental DRying date next succeeding the cesantion of production or drilling or reworking on
snid well or wells, then this lease shall terminate unless Lessee, on or before snid date, shall resume the payment of rentals. Upon resumption of the payment of
rentals, Section 5 governing the payinent 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 te the discovery of oil, gas or associated Jinuid hydrocarbons on sald land Lessee should drill a dry hole thereon, or if
after diseovery of oil, gus or associated liquid hydrocarbons before or during thé last year of the primary term the production thereof should cense during the
last yemr of said term frum a7y causze, nv rental payment or operations are necesxuary in order to keep the lemse in force during the remainder of the primary
term. If, at the expiration of the primary term, Lessee is conducting operatiohs for Arilling a new well or reworking an olit well, this lease nevertheless shall
continue in force as lung as such Jdrilling ur reworking operations continue, or if, after the expiration of the primary term, production on this lease shall cease,
this lense nevertheless shufl continire in foree if deilling or reworking operations are commenced within sixty 1601 days alter such eessslion of production : if
production is restored ur mdditions! production s discavered as s result of sny such diiiling or reworking operstions, conducted without ceszation of more than
sixty i60) days, this Jease shall continue ns long thereafter as oil, gas or associnted Hguid hydroearbons are produced and as long as additional drilling or
reworking operations sre had withoul cessation of such drilling or reworking operations for more than sixty (80) consecutive deys,

T. Lessee, at ils sption. s hereby given the right und newer to poof or eombine the land covered by this lease, or any

or cither of them, with any other land. jease wr leases when in Lessee’s judgment it Is netessary or advisable to do so in order to property develop and operute
said premises, such puoling to be ints o well unit ar units not exceeding forty (48 acves, plus an acreage lolerance of ten per cent 1oy of forty tdiy zeres, fur
h aml not excevding six humlbeerd amid forty 1648) acres, plus an acreage tolerance of ten per cent (1077 ) of aix hundred and forty (G40) mcres, fur nad,
Lsat larger units may be criated to conform to any spacing or well unit patiern that muy be

may puol or combine acremse v verl by this lease, or any partipn thereofl, a5 above prov
ot cunform in sie or aren with the undi or units into which the lease iz ponled or conmbi
lo aren with ras units, The piding in one or mrve instances shull not exhnust the rig
units, Lessee shall exveute in writing snid place of recvrd an insirument o instrume
pooled into i unit shyll be treated for alb purposes, execpt the payment of roy
theresn or producthan af i ur xas therefrom, ar the eompletion thereon of 5 well as & shut-in gas well, shall be considered for ali purposes, except the payment
of royaities, as i <uch operalions wers ui or zoch prstaction were from or such completicn were on the land covered by this Jease, whether or not the well ar
wells be loeatel on the premises coverst by this leuse, In liva of the royulties elsewhere berein spevified, Lessor shall receive from a unit so formed, only such
i tion of the royaity stipulated hevein as the amount of s nel mineve! acres placed in the unit bears to the tulal aereage w0 pooled in the parvticular unit
involved. Should any unit as vriginally crented hereunder contain Jess than the maximum number of acres hereinabuve specified, then Lessee may at any time
thervufter, whether before or after production is vblained on the wnit, enlarge such unit by adding mdditionsl acreage thereto, but the enlarged unit shafl in
na evenl exceed the aervage content hereinabove specified. In the event an existing unit is so enlirged, Lessee shall execute and place of record a supplemental
declaration of unitization mlentifying umd describing the tand ndded to the existing unit; provided, that if such rupplemental declarvation of unitization is not
filed until after pruwduction is ohtained on the unit as originally created, then and in such event the supplemental declavation of unitization shal] not becom

effeetive until the first day of the calendar moenth next following the filing thereof. In the absence of production Lesses may terminate any unitized area by
tiling of record notice of termination.

portion thereof, as to oil and gus,

EAd Sl
prescribed by governmential! puthorities tiving jurisdiction. Lessee
ided, s tu oil ur gas in any one o more strata, and units so formed nesd
nued us to any other stratum or strata, aned oil units newt net conform as
hts of the Lessee hereunder 1o ponl thix lense or purtions thereof into other
nta identifving snd describing the pooled acreige. The entire acreage so
alties. as if it were included in this leage, and drifling or rewarking operations

This Sectivn 7 shall nut nffect the provisions of Section 3.

K. Lessee shall have the right at ony time without Lessor's consent to surrender all or ahy portion of the Jeased premises anil be relieved of all obligation:,
ax to the acreage survendered urising vubrequent 1o the dute of surrender. Lessee shall have the right at any time during or within one year after the expira-
tivn of this leasce to remove all property unid fixtures placed by Lessee on said land, inclwbing Lhe right to draw ond remove all casing.

0. The rights of either party hereunder may be ascigned., in whole or in part, gnal the provisions hereof sh
partics herets, but no change or division in ownership of the land, rentuls, or royaltics, however aceompidishud,
the rights of Lessec. No change in the vwrershin of the land, or any intevest thevein,. shadl be hinding on {
topy of all recorded instruments, all court procesdings aml all wther heveSinry evidence of 0y By

all extend] tn the successnrs and assigns of the

shalf eperale in cnlarge the obligations or diminish

amsee ALl Lesser <hail e furnished with a serdified

#msfor, inhevitance, or mibe of rid vights, Tn event of the assbrne
Pooedvny o1 .
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menl of thiz lease ya to a sexregated portion of said lund, the rerdals payable hereunder shall L apportionable amang the several leasehold owners ratably gc.”
cording to the surface area of cach, antd default in rental payment by one shall not affect the rights of other leasehold owners heveunder. In case Lessce assigns

this leane, in whole or in part, Lessee shall be relieved of all obiigations with respeet Lo the assigned portion or portions erising subsequent to the date of
assignment,

10. All express or implied covenunts of this lesse shall be subject to all Federal and State Laws,
shall not be terminated, in whole or in part, nor Lessee held liable in.damages, for failure to comply the

it the result of, any such Law, Order, Rule or Hegulation, or if prevented by an act of God, of th
fuilure of transportation, or other cause beyond the control of Lessee other than financial.

Executive Orders, Rules or Regulations, and this jease
rewith, if compliance is prevepted by, or if such failure
e publie enemy, labur disputes, inability te obtain material,

If, during the term of this lease, oil or gas or associated liguid hydvocarbons are dizcovered upon the lensed premises, but Lessee is prevented from produe-
ing the same by reason uof any of the causes set oot in this Section, this lease shall nevertheless be considered us producing and shall vontinye in full fore
and effect until Lessee i permitted to Produce the uil, gas or associated liguig hydrocarbons, and as long thereafter us such production continues in paying quar
tities or drilling or reworking  operations ure continued as elzewhere herein provided.

11. Lessee at its option may discharge any tas, mortgage or other lien upim said land, either in whole or in part, and in event Lessee does so, it shall
be subrogated to such lien with. the right to enfurce same snd apply rentals and voyaities accruing hereunder toward satisfying same. If Lessor owns an interest
in said land less than the entire fee simple estate in and w oil, was and associated liquid hy drocarbons, then the royaltivs and ventals to be paid Lessor shall he
veduced proporiionately,

12, This lease does not cover oil shale.

13, The rights granted uh«lel- this lepse are pranted without covénants of title or tu give possession or for quiet enjoyment.

14. Lessor reserves the right to use such portions of the leased npremises as may not be required by Lessee in the conduct of its operations herennder, for
all purposes not inconsistent with the rights granted heveby, and Lessee shall so conduet ita operations as not te interfere unreasonably with such use: provided,
nevertheless, that the use of the leased premises by the Lessor shall not unreasonably interfere with the vperations of the Lessee.

6. Lessee shall not make &ty enlry upon or wnder any portion of the right of way or statien grounds of Lessor for a
shzall not drili any well or muintain any struclures within twa hundred feet (200} fu) of any rail
«atuunds, or {b) of any buildings upon the lemsed prensises .

ny of the purposes of this lease, and
road tracks or beildings on said right of way or station

16. Notwithstanding anything 1o the contrary in this lease contained, no well shall be drilled upon or into an
lands in which Lessor owns the mineral rights only, until the consents f the surfuce owners have been obtained u
Lessor. Lessor will endeavor te obtain such consents and the Lessee agrees to
shall be paid by Lessor out of is royalty. ’

d no facilities shall be inatalled upon any
nder written instruments satisfactory to
cooperate. Any payments which the Lessor elects to pay to the surface owners

Lessee shall pay for ali damage to surface owners’ lands, buildings and growing evops ciused by construction
bury all pipe lines below plow depth where they cruss cultivnted lands, shall eo
repuir and closed, and shall indemnify Lessor with respect to such obligations.

» Operations or maintenanec of facilities, shall
nstruct gates where necessary for erossing fenced lands and keep the gates in

17. Lessee agrees o hold Lessor harmless Irom and to indemnify it against any and all claims,

) 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 connect

ion with operations hereunder.
Lessee shail not permit or suffer any lien or other encumbrance to be filed or to remain against the leased premises as & result of its operstions herennder,

and Lessee sgrees 1o hold Lessor harmless from and to indemunify it against any and all claims, demands, actions nnd causes of action which may result from
- the filing of any such lien or encumbrance,

All of the provisiens of this lease shall inure to the benefit of and be bind.in'g upon the parties hereto,

their successors and assigns.
IN WITNESE WHEREOF, this instrument is executed on the date first above written,

UNION PACIFIC RAILROAD COMPANY

- STATE OF .......COLORADO I Colorado-Wyoming
COUNTNK Q¥ .. ARAPAHOE S B Acknowledgment

. " The foregbi‘gg‘{jn_strument was acknowledged before me by

e ¥ L] .

“ a5, Attorney infFaft for UNION PACIFIC RAILROAD COMPANY, this . 30th day of ...
FER T/ N T '
1oL %I*N]!'_.SS mhand and official seal, 44&0’&‘-&’}7(%%

K 3%

ERN Notary Public

.Redeker

July

-,
b .
*hunaanr

w, & 3 :
'liy,'g}ﬁmﬁxg%:qn' " expires 00t0ber23,1971

SCATE OF oo

e s, | . R : Utah-Nebraska
COINTY OF f ) Acknowledgment
" On the ... ... day of w190 » bersonally appeared before me, a Notary

. Publi¢ in and for said County, /

personatly known to me, who, being by me duly sworn did say that he is the Attorney in Fact of UNION PACIFIC RAILROAD -
COMP2NY and that said instrument was signed as his voluntary act as Attorney in Fact for and in behalf of said corporation by
authority and said ...
the same. 1

- acknowledged to me that he, as such Attorney in Fact, executed

WITNESS my hand and ﬁnfarial seal the date last aforesaid,

Notary Public

My Commission expires .. ..
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EASEMENT
and
SURFACE USE AGREEMENT_

This Easement and Surface Use Agreement ("Agreement”) is entered into this
6th day of August, 1991, by and between Rural Land Company, Inc. whose address is
P.O. Box 445, La Salle, Colorade 80645 ("Surface Owner") and ELK EXPLORATION,
INC., a California corporation ("Elk"), with offices at 3807 Carson Avenue, Evans,
Colorado 80620, covering certain lands, (the "Lands") 51tuated in Weld County, Colora-
do, described as follows: _

Township 4 North, Range 65 West, of the 6th P.M.
Section 31: W/2 (West one-half)

For and in consideration of the sum of ten dollars {($10.00), and other valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the -
undersigned hereby agree to the terms and provisions set forth as follows:

1. Compensation for Well: Release of All Claims

Elk shall pay to Surface Owner the sums as set forth and agreed to in that Letter
Agreement by and between Surface Owner and Elk, dated August 6, 1991 ("Letter
Agreement”), as full and final settlement and satisfaction as described in said Letter
Agreement for any and all detriment, depreciation, injury or damage of any nature
and/or character caused by Elk to the value of the real estate, growing crops or livestock
thereon including, but not limited to, all surface use, access, surface damages, mud and
reserve pits, wellhead equipment, separators, tank batteries, pipelines, gathering line,
flowlines and any and alt other reasonable and customary uses of land as a resuit of
drilling and completion operations and continuing activities for the production of oil and
gas. : '

A Grant of Right of Way and Easement

Surface Owner hereby grants, bargains, sells, assigns and conveys to Elk an
easement and right of way as described in said Letter Agreement for the purpose of
constructing, using and maintaining access roads, location for surface equipment and
subsurface gathering lines for each well drilled upon the Lands for one year from the
date of commencement of surface activities for drilling operations and so long thereafter

as oil and/or gas is produced or capable of being produced from any well drilled on the
leased premises. .. _. -

3 Grant of Pipeline and Right of Way Easement

Surface Owner hereby grants, bargains, sells, assigns and conveys to Elk an
easement and right of way as described in said Letter Agreement on, under, over, and
through the Lands for the purpose of constructing, using and maintaining a pipeline or
pipelines for the transportation of oil, gas, associated products or other substances
produced in connection with Elk’s oil and gas operations.

This Agreement shall be binding upon the respective heirs, executors, administra-
tors, successors, and/or assigns of the undersigned.

Executed this 6th day of August, 1991.

ATTEST: ' RURAL LAND COMPANY, INC.
Wiiliam R. Sells
President

SOA/RURAL
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ATTEST

/441M %%f}p_éﬂ-eﬁ : :
: Ronald B. Jacoos

._'STATEOF @émcﬁ- )

Vice President, Ganeral Counsel

) ss.

COUNTY OF _ 4 Jo /, _, )

On this day of Heeys 7 1991, before me personally appeared William R.
Sells as President of Rural Land Company, Inc. to me personally known to be its
President and the identical person whose name is affixed to the above instrument, and
acknowledged the execution thereof to be his voluntary act and deed as such officer and
the voluntary act and deed of said Rural Land Company, Inc.

| WITNESS my hand and official seal. J /
My Commission Expires: / Mﬁ/u

T e

Notary Phbhc
Address: ’7k§"7 / § %V//Joa,
/) AR (B fd/zz

)-3/-%/
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STATE OF  CALIFORNTA )
) sS.
COUNTY OF gan rrancrsca )

On this 12 ' day of August, 1991, before me personally appeared Ronald B.
Jacobs, as Vice President, General Counsel, of Elk Exploration, Inc. a California
corporation, to me personally known to be its Vice President, General Counsel and the
identical person whose name is affixed to the above instrument, and acknowledged the

execution thereof to be his voluntary act and deed as such officer and the voluntary act
and deed of said Elk Exploration, Inc.

WITNESS my hand and official seal.

My Commission Expires: uﬁ / Waﬁ
Notary lic

. December 9, 1994

, Address: 731 Sansame Street, 5th Floor

—

San Francisco, CA 94111

d
——~
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