OIL AND GAS LEASE ‘

Producers 38 3-42
(COLORADO)

- 4 [

THIS AGREEMENT made this 1lth day of ebr vary )
Rugsell V. Bonds : S 7
Route 2, Durango, Colorado '

- - o e

Lessor (wlether one or more), and................ Paul L. Daxis N
Lessee, WITNESSETH :
1. Lessor in consideration of Ten —mmmm—m== 810 =—————— l‘IO/ 100 —meemm— Dollars
s
(&3 lO Q0 ), in hand paid, of the royalties herein provided, and of the agrecment of Lessee herein contained, hereby grants, leases

and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and gas, laying
plpe lmes, building tanks, power stations, telephone lines and other structures thereon to produce, save, take care of, treat, transport and own said

produects, and housing its employees, the following deseribed land in La Plata County, Colorado, to-wit:

: The W/2 of the WJ/4 of section 6 ‘.72 W, R- 97; E/2 .of tué 32/4
3«/-—' of the Sm/4, B/2 of the /4, i /4 of the 3%/4, and the
'"/:—L of Sectlon l The 1i/2 of uhe 43/4 of sectIon 2; The W.i/4 of the
WE/b and the ﬂ"“/4 of the ./4 of section 12 T-%2 W, R-10 W, N.M.F.M.

“Gestetiofi.... SFSWnshiply , Radigi
It being intended hereby to include herein all lands and interests therein contiguous to or appurtenant to said described lands owned or

L -
: 0 acres, whether it actually

claimed by lessor. For rental payment purposes, this lease shall be deemed to embrace
comprises more or less.

2. Subject to the other provisions herein contained, this lease shall be for a term of 10 years from this date (called “primary term”) and
as long thereafter as oil or gas is produced from said land hereunder, or drilling or reworking operations are conducted thereon.

3. The royaltics to be paid by Lessee are: (a) on oil, one-eighth of that produced and saved from said land, the same to be delivered at the
wells or to the credit of Lessor into the pipe line to which the wells may be connected; Lessee may from time to time purchase any royalty oil in its
possession, paying the market price therefor prevailing for the field where produced on the date of purchase; (b) on gas, including casinghead gas
or other gascous substance, produced from said land-and sold or used off the premises or in the mamifacture of gasoline or other product there-
from, the market value at the well of one-eighth of the gas so sold or used, provided that on gas sold at the wells the royalty shall be one-cighth
of the amount realized from such sale; where gas from a well producing gas only is not sold or used, Lessee may pay as royalty $100.00 per well
per year and if such paymeut is made it will be considered that gas is being produced within the meaning of Paragraph 2 hereof. Lessee shall
have free use of oil, gas, coal, wood 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. Lessor shall have the privilege at his risk and expense of using gas from any gas well
on said land for stoves and inside lights in the principal dwelling thereon out of any surplus gas not needed for operations hereunder.

4. If operations for drilling are not cominenced on said land 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 or to the credit of Lessor in
Inl . - o
'L‘:he Burns K at] Ond’l Bauk at Durango, COlOI'cJ-dO (which bank and its successors are Lesso1’s

agent aud shall continuc as the depository for all rentals payable hefg er regardless f changeg; in owr@rship pf said land, or the rentals either
by conveyance or by the death or incapacity of Lessor) the sum of ‘i'ﬁ" url an ei\ S NG SRt O, 100 = = =Dollars

— (8 '720- OO }, (lierein called rental), which shall cover the privilege of deferring commmencement 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 fwelve (12) months each during the primary term. The payment or tender of rental may be made by the
check or draft of Lessec delivered to Lessor or to said bank on or before such date of payment. If such bank (or any successor bank) should fail,
liquidate or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held in default for failure to make
such payment or teuder of rental until thirty (30) days after Lessor shall deliver to Lessee a proper recordable instrument, naming another bank

T————uag agent o receive such payments or tenders., The down cash payment is consideration for this lease according to its terms and, shall not be allo-
cated as mere rental for a period. Lessee may at any time execute and deliver to Lessor or to the depository above named or place of record a
release or releases covering any portion or portions of the above described premises 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.

5. Should any well drilled on the above described land during the prlmarv term Dbefore production is obtained be a dry hole, or should
production be obtained 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 uniess Lessee, on or before said date, shall -

resume the payment of rentals. Upon resumption of the payment of rentals, Scetion 4 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
or-gas on said land Lessee should drill a dry hole thereon, or if after discovery of oil or gas 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 renial 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, or if, after the expiration of the. primary term, production on this lease shall ccase, this lease nevertheless
shall continue as long as said operations continue or additional operations are hiad, which additional operations shall be deemed to be had where
not more than sixty (60) days elapse between abandonment of operations on one well and commencement of operations on another well, and if
production is discovered, this lease shall continue as long thereafter as oil or gas is produced and as long as additional operations are had.

6. After production Lessee shall have the right without Lessor’s consent to surrender all or any pol'tmn of the leased premises and be
relicved of all obligation as to the acreage surrendered. Lessee shall have the right at any time during or after the expiration of this lease to
remove all property and fixtures placed by Lessee on said land, including the right to draw and remove all casing. When required by Lessor,

. Lessee will bury all pipe lines below ordinary plow depth, and no well shall be drilled within two hundred (200) feet of any residence or barn
now on said land without Lessor’s consent.

7. The rights Qf' cither party hereunder may be assigned, in whole or in part, and the provisions hereof shall extend to the leirs, succesors
and assigns of the parties hereto, but no change or division in ownership of the land, rentals, or royalties, however accomplished, shall operatec to
enlarge the obligations or diminish the rights of Lessee. No change in the ownership of the land, or any interest thercin, shall be binding on Lessee
until Lessec shall be furnished with a certified copy of all recorded instruments, all court proceedings and all other necessary evidence of any
transfer, inleritance, or sale of said rights. In event of the assignment of this lease as to a segregated portion of said land, the rentals payable
hercunder shall be apportionable among the several leasehold owners ratably according to the surface area of each, and default in rental payment
by one shall not aftect the rights of other leasehold owmers hereunder. In case Lessee assigns this lease, in whole or in part, Lessce shall be
relieved of "all « obllgatlous with respect to the assigned portion or portions arising subsequent to the date of assignment.

8.~ All express_or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and
this lease shall not be term.mated, in whole or in part, nor Lessee held liable in damages, for failure to comply tlierewith, if compliance is
preventgd by, or if such failure is the result of, any sucli Law, Order, Rule or Regulation.

- 9. Le§sor hereby warrants and agrees to defend tlie title to said land and agrees that Lessee at its option may discharge any tax, mortgage
or oﬂler lién, upon 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 enforee
same and apply rentuls and royalties accruing,liereunder toward satisfying same. Without impairment of Lessec’s rights under the warranty in
event of i‘allure of title; it is agreed that if Lessor owns an interest in said land less than the entire fee simple estate, then the royalties and
tentals to be paid LeSSOL ‘$hall be reduced proportionately.

- All of the prov151ons of this lease shall inure to the benefit of and be binding upon the parties hereto, their heirs, administrators, successors

and ﬂSS] ﬂ‘us |
IN \VITNESS WHEREOF this instrument is executed on the date first above written.

Thia Ingtrunent will be (SEAT) , oot oo (SEAL)
releasged of vecord ubon ) Y ///AQ// Ny man)
Termination. &), ,{_Q ; (SEAL) (SEAL)
(SEAL) ; (SEAL)
(SEAL) (SEAL)
(SEAL) U (SEAL)
(SEAL) ' (SEAL)
(SEAL) (SEAL)
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STATE OF COLORADO,
County of___ = Flotas

February

} s

The foregoing instrument was acknowledged before me this

Colorado Acknowledgment

11lth

, A. D, 1946 by

nugsell V., Bonds

day of

/77{' (\/ff’lf%

Sl

N otary Pubhc

STATE OF COLORADO,
County of

| s

Colorado Acknowledgment

<

The foregoingkinstrument was acknowledged before me this day of
A. D, 194___. by
Witness my hand and official seal:
My commission expires
Notary Public.
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