Producers 88-80-640(7-71)

OIL AND GAS LEASE

THIS AGREE\IEN'T made 1is .- 8t day of.... B8Y_.
.. Hudgeons a.ud LOIS M }{udgeous husband a.nc;l wife

ltssot (whé‘];cr qfc oifm e}, whose addrcss %BOX 49.1 D(??e Creek! COlomdo 81324 JFK
SQMpAnY, Box 576 Houston, Texas 77001 ensee. WITNESSETH:

i. Lessor, in consideration of the sum of Ten Dollars ($10.00) and other good and valuabie consideration, receipt of which is hereby acknowledged,
and of the covenants and agreements of [essee hereinafter contained, does hereby grant, lease and let unto lesseg the land covered hereby for the purposes
and with the exclusive right of exploring, drilling, mXOME and operating for, praducmg and owning oil and gas, inciuding casinghead gas, ca.unghn.ad £aso-
line, condensate and all related hydrocarbons. and includi ng all ather products produced therewith, hereinafter referred to collectively as “said minerals™
together with the rig‘,h: 1o make surveys on said land. lay pipe lines, tstablish und uiitize facilities for surface or subsurface disposal of salt water, construet
roads and bridges. dly canals, builé tanks, power stations, telephane lines, employee houses and olher structures on said land, nzcessary or uselul In lessee’s
operatiens In explosing, drilling lor, p:oduclng. treating, storing and transporting said minerals produced from the land covered hereby or any other land

adjacent therero. The land covered heseby, herein called "said land™, is located in the County of. . Bolores . sweof.Golarade.....
and is described as {obtows:

Recorded ot J. LDy ‘clock . lemg ;thu

stica Ho. ﬁﬁ@?ﬁ Teuk LS S8 ol
La., Calurudo,_&ﬂ,ig

TOWNSHIE, 40 NORTH, BANGE 18 WEST, NMPM

Section 9 Tract 68

LAY £ ),

This lease does not include coal, unanium or other mineable minerals.

*Including Carbon Dioxide Gas

This lease also covers and includes any land contiguous 1o or adjoinlng the land above described, other than those constituting regular governmental sub-
divisions, and (a} owned or ¢laimed by lessor by ILimitation, prescription, possession, revarsion or unrecorded jnstrument or (b} as to which lessor has a
preferential right of aoquisidon. For the purpose of dstérmining the amount of any bonus, delay renlal or other payment hereunder, said Jand shall be

deemed (o contain ... QQucres, whether actually contgining more or less, and the above reclial of acreage in any tract shall be deemed 10 be the

Irue acreage thereof.

2. Unless sooner terminated or longer kept in force under other provisions hereof, this lease shall remain in force for a term of ten (10) vears ftom the
date hereof, hereinafter cailed “primary erm"”. and 2s long thereafter as operations. as hereinafter defined, are conducted upon said Jand with no cessation
for more than ninety (90) consecutive days.

3. As rovalty, lessee covenants and agrees: {a) To deliver to the credit of lessor in the pipe line to which tessee may conrect its wells, the equal one-
e: th part of all otl produced and saved by lessee from said land, or ltorn lime to time, at the option of lessee, to pay lessor the average posted market price
such one-gighth part of such ofl at the wells as of the day it is run to the pipe line or stozage tanks, lessor’s interest, in either case, to bear one-eighth of
1he ¢ost of (reating ofl to render i1 matketable pipe lin¢ oll; (v) To pay lesser on gas and caginghead gns produced from said land (1) when sotd by lessee, one-
eighth of the ameount realized by lessee, computed at the mouth of the well, or (2) when used by lessee off said land or in 1he manufacture of gasoline or
other products, the market value, at the mouth of the well, of one-eighth of such gas and casinghead gas; (¢) To pay lessor on all other of said minerals pro-
duced and marketed or utilized by lessee [rom said land, one-tenth either in Kind or the market value thereof at the well, at lessee’s election. IT, at the expira-
tion of the primary term or at any time o1 times thereafter, there is any well on said land or on lands with which said land or any portion thereof has been
pooled, capable ol producing ol or gas, and ail such wells are shut-in, this [ease shall, nevertheless, continue in force as though operations were being conduc-
1ed on said land for so long as said wells are shut-in, and thereafter this lease may be continued in force as if no shut-in had occurred. Lessze covenants and
agrees 1o use reasonable diligence to produce, ulilize, or market said minerals capable of being produced {rom said wells. but i the exercise of such diligence,
lessee shall nat be obligated to install or fumish facilities other than well facilities and ordinary lease facilities of flow lines, separatar, and lease rank, and
shall not be requited to seitie labor troubla or 1o market gas upon tetms unacceptable to lessee. If, at any tmo or times alter the expiration of the primary
teem, all such wells are shut-in for a period of ninety (90) consecutive days. and during such time there are no operations on said land, then at ot befare the
expiraton of said ninety-day period, lessee shall pay or tender, by check or draft of lessee, as rovalty, a sum equal to the amount of annual delay rentat pro-
vided for in this lease. Lessee shall make likecraymcms or tenders at or before the end of each anniversary of the expiration of said ninety-day period if upen
such anniversary this lease is being continued in force solely by reason ol the provisions of this paragraph. Each such payment or tender shall be made to Lhe
parties who at the time ol payment would be entitled to receive the royalties which would be paid under this Jease if the weils were producing, and may be
deposited in the depository bank provided for below. Nothing herein shall impair lessee’s right to release as provided in paragraph $ hereoi. In event of
assignment af this lease in whole or in part, liability for payment hereunder shall rest exclusively on the then owner or owners of this lease, severally as te
acreage awned by each.

4. Lessee is hereby granted the right, at its option, to peol or unitize any Jand covered by this lease with any other land covered by this lease, andfor
with any other land, lease, or leases, as to any or all of said minerals or horizons, so as to sstablish units containing not meore than 80 surface acres, plus
10% acreage tolerance; provided, however, units may be esiablished as to any one or more horizons, or existing units may be enlarged as 1o any one or more
horizons, so as to conlain not more than 640 surface acres plus 10% acreage tolerance, if limited 1o one or more of the following: (1) gas, other than casing-
head gas, (2) hqu:d hydmczzbons (condensate) which are not liquids in the subsurface reservoir, ('3} minerals p:odur:ed from wells classifled as gas wells by
the conservation agency having jurisdiction. §f lazger units than any of those herein permitted, either at the time established, or after enlargement, are re-
quired under zny gu'mmmeﬂlaf rule or order, for the drlling or operation of a well at a regular location, or for abtaining maximum allowable from any well
to be drilled. dnlling, or already drilled, any such unit may be established or enlarged to conform (o the size required by such governmental order ar rule.
Lessee shall exercise sald option as to each desired unit by executing an instrument identifying such unit and filing it for record in the public office in which
this lease is recorded. Each of said options may be exercised by lessee at any time and lrom time te time while this lease is in {orce, and whethes before or
after production has been established either on said land, or un the portion of said land includad in the unit, or on other land unitized therewith. A unil
vstablished hereunder shall be valid and effective far all purposes of this luase even though there may be mmeral rovalty, or leasehoid interesis in lands
within the unit which are net effectively pooled or unilized. Any operations conducied on any part of such unidzed land shall be considered for all purposes,
except the pavment of royalty, operztions conducted upon said land under this lease. There shall be allocated to the land covered by this lease within each
such unit that proportdon of the total producton of unitized minerals from the uniz, after deducting any used in lease or unit operatons, which the number
of surface acres in such land ¢overed by this lease within the unit bears to the total number of curface acres in the unit, and the production so allocated
shali be considered for all purposes, including payment or delivery of royalty, overriding royalty and any other payments out of production, o be the entire
production of unitized minerals from the land to which allocated in the same manner as though produced therefrom under the terms of this lease. The owner
of the reversionary 2stute of any term royalty or mineral estate agrees that the accrual of royalties pursuant to this paragraph or of shut-in royalties [rom a
well on the unit shall satisfy any limitation of term requiring production of oil or gas. The formation of any unit hereunder shall not have the effect of ex-
changing or iransferring any interest under this lease between parties, Neither shail it impair the right of lessee o release as provided in paragraph 5 hereol,
except lghat lessee may not so release as 1o lands within a unit whije there are operations thereon lor unitized minerals unless all pooled leases are 1eleased as
to lands within the unit. At any time while this lease is in force lessee may dissolve any unilt established her¢under by filing for record in the public office
where this lease is recorded a declaration to that effect, if at that time no operations are being conducted thereon for unitized minerals. Subject to the pro-
visions of this paragraph 4, a unit once established hereunder shall remain in force so long as any lease subject thereto shall remain in force. 1T this lease now
or hereafter covers separate tracts, no pooling or unitization of royaity interests as between any such separate tracts is intended or shall be implied or result
merely from the inclusion of such separate tracts within this lease but lessee shall nevertheless have the right to pool ar unitize as provided in this paragraph
4 with consequent allocation of production a5 herein provided. As used in this paragraph 4, the words "“separate tract” mean any tract with royzlty owner-
ship differing, now or hereafter, either as to parties or amounts, {rom that as 10 any other part of the leased premises.

5. [f operadoas are not conducted on said land on or before the RArst anniversasy date hercol, this lease shall terminate as to both parties, unless
lessee on or before said date shall, subject 1o the further provisions hereof, pay or tender to lessor of to lessor’s credit la the.,

..Dove Creek. State.Bank... -Bank at...Dove. Creek, Colorado. 8132 ... .orits succesors

which shall continue as the depository, reg:udlv:ss ot‘cham(es in ownership of delay rental, royalties, or other moneys, the sum of § .. 80..00 ;
which shall operate as delay rental and cover the privilege of deferring operations for one year from said date. In like manner a.rld upun like payments or
tenders, optrations may be further deferred for like perieds of one year each during the primary term. If at any time that lessee pays or lenders delay
rental, royalties, or other moneys. two or more parties are, or claim to be, entitled 1o receive same, lessee may, in lieu of any other method of payment
herein provided. pay or tender such rental, royalties, or other moneys, in the manner herein specified, either jointly 1o such parties or sepatately to each in
accordance with their respective ownerships thercof, ag lessee may elect. Any payment hereunder may be made by check or draft of lessze depasited in the
mail or defivered to lessor or to the depository bank on or before the last date for payment. Said deiay rental shall be apportionable as 1o said land on an
acreage basis, and a failure to make proper paymenl or lender of delay rental as to any portion of said land or as to any tnterest therein shall not affect
this 'ease as to any portion of said land or as to any interest therein as to which proper payment or tender is made. Any payment or lender which is made
in an attempt 10 make proper payment, but which is erroneous in whole or In par1 as to parties, amounts, or depository, shall nevertheless be sufficient to
prevent termination of this lease and to exiend the time within which operations may be conducted in the same manner as though a proper pavment had
been made; provided, however, lessee shall cortect such error within thirty (30} days after lessee has received written netice thereof from lessor. |1 the de-
pository bank should refuse to accept any rental tendered hereunder, the tender nevertheless shall be fully effective and lessee 'shall have no obligation to
make any further tender of payment in connection therewith until after lessor shall have furnished lessee with an instrument satisfactory to [essee naming
another bank as agent to receive such payment. Lessee may at any time and from 1ime to ume execute and deliver to lessor ot file for record a refease or
raleases of this lease as to any part or all of said land or of any minerzl or horizon thereunder, and thereby be relieved of all obligations as to the released
acreage or interest. [T this lease is so released as to all of said minerals and harizons under a portion of said land, the delay rental and other paymeris com-
puted in aceordance therewith shall thereupon be reduced in the proportion that the screage released bears to the acreage which was covered by this lease
immedialely prior 10 such release.
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6." If at any time or times during the prir~—" term operations are conductad on said land and cperations are discontinued, this lease shall there-
after terminate on s anniversary date npext fo ng the ninetieth (90th) day after such discontim unless on or before such anniversary ‘are lessee
either (1) conducis operations or (1) comment : resumes the payment or tender of delay renial; pro  -ed, however, if such anniversary date 15 at the end

of the primary term, or il there is no further wuniversary date of the primary term, this lease shall rerminate at the end of such term or on the ninetieth
(90th) day after discontinuance of all operations, whichever is the later date, unless on such later date eithe. (1) lessee is conducting oPerarions or (2) the
shut-in well provisions of paragraph 3 or the provistons of paragraph 11 are applicabie. Whenever used in this [ease the word “operations’ shall mean opera-
dons for and any of the following: drilling, testing, completing, rewarking, recompleting, deepening, plugging back or repairing of a well in search for or in an
endeavor 10 obrain production otgoil. gas or other of said minerals, or the production of ofl, gas or other of said minerals, whether or rat in paying quanti-ies.

7. Lessee shall have the use, f1ee from royalty, of water, other than from lessor's water wells, and of ou and gas produced from oud il o ull ~aa-
tions hereunder. Lessee shall have the right at any time to remove all machjnery and fixtures placed on gaid land, jncluding the right 1o draw and remove
casing. No well shall be drited nearer than 200 feet to the house or barn aow on sald land without Lhe consent of the tesgoz. Lessee shall pay fog damages
caused by ils operazions to growing crops and timber on said land.

B. The rights and estate of any party hereto may be assigned from time to time in whole or in part and as to any of said minerals or horizons. Al of
the covenanis, obligations, and consideralions of this lease shall extend to and be binding upon the parties hereto, their heirs, successors, assigns and success-
ive assigns Mo change or division in the ownership of said land, royalties, delay rental, or other moneys, or any part thereof, howsoever effected, shall in-
crease the obligalions or diminish the rights of lessee, including, but not limited to, the lacation and drilling of wells and the measurement of production.

otwithstanding any other actual or constructive knowledge or netice thereol of or to lessee, it successors or assigns, no chiange or division In the owneiship

said land or of the royalties, delay rental, or cther moneys, o1 the right to recelve the same, howsoever effecied, shall be binding upon the then record
oWner of this lease until thirty (30) days afier there has been furnished 10 such record owner at his or {15 principal place of business by lessor or lessor’s heirs,
siiccessors, of assigns, nolice of such change or division, supported by either originals or duly certified copies of the instruments which have been properly
filed for record and which evidence such change or division, and of such court records and procecedings, tanseripis, or other documents as shall be necessary
in the opinion of such record owner to esiablish the validity of such change or division. } any such change in ownership occurs by reason of the death of the
owner. lessee may, nevertheless pay or tender such royalties, delay rental, or other moneys, or past thereol, to the eredit of the deced2nt in the depository
bank provided for above. In the event of assignment of this lease as 1o any part (whether divided or undivided) of said land, the delay rental payable here-
under shall be apportionable as between the several leasehold owners, 1atably according to the surface area or undivided interests of each, and default in de-
lay rental payment by one shall not affect the right of other leasehold owners hereunder,

9. In the event lessor considers thal lessee has not complied with all its obligations hereunder, both express and Implied, lessor shall notify lessee in
writing, setting our specifically In what respects lessee has breached this contract, Lessee shall then have sixty (60) days after receipt of said notice within
which to meel or commence to meet ail or any part of the breaches alleged by lessor. The service of said notice 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 lessee.
Neither the service of said notice not the doing of any acts by lessee aimed to meet all or any of the alleged breaches shall be deemed an admission or pre-
sumption that lessee has failed 1o perform all its obligations hereundes. If 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 there are operations to ¢onstituie a drilling or maximum allowable unit under appiicable
governmental regulatons (but in no event less than forty acres), such acreage 1o be designated by lessee as nearly as practicable in the form of a square cen-
tered at the well, or in such shape as then existing spacing rules require; and (2) any part of said land included in a pooled unit an which there are operations.
Lessee shall also have such easements on said land as are necessary 1o operations on the acreage so retained.

10. Lessor hereby warrants and agrees 10 defend tite to said land against the claims of all persons whomsoever. Lessor’s rights and interests here-
under shall be charged primarily with any morigages, taxes or other lens, or Interest and other charges ¢n said land, but lessop agrees that lessee shall have the
right at any time 10 pay or reduce same for lessor, either before or after maturity, and be subrogated 1o the rights of the holder thereol and to deduct
amounts 50 paid from royalties or other payments payable or which may become payable to lessor and/or assigns under this lease, I this lease covers a less
interest in said minerals, or any of them, in all or any part of said land than the entire and undivided fee simple estate (whether lessor’s interest is herein spec-
ified or net), or no interest therein, then the royalues, delay rental, and other moneys accruing from any part 2s 1o which this lease covers less than such
full interest, shall be paid only in the proportion which the interest therein, if any, covered by this lease, bears to the whole and undivided fee simple estate
therein. All royalty interest covered by this lease {whether or not owned by lessor) shall be paid out of the zoyalty herein provided. This lease shall be
binding upen each party who executes it without regard 1o whether it is executed by all those named herein as lessor.

1. [f, whils this leass is In force, at, ot after the expiration of the primary term hereof, it is not being continued in foice by reason of the shui-ln well
provisions of paragraph 3 hereof, and lessee i not conducting operations on said land by reaseon of (1) any law, order, rule or regulation, (whether o1 nol sub-
sequently determined 1o be invalid) or (2) any othes cause, whether similar or dissimilar, (excep! {inancial) beyond the repsonable control of lessee, the
primary term and the delay rental pravisions hereof shall be extended undl the first anniversary date hereof occuring ninety (90) or more days following the
removal of such delaying cause, and this lease may be extended thereafier by operations as Il such delay had not occurred.

12. Lessor hereby expressly relinguishes dower and releases and waives all pghts under and by virtue of the homestead exemption laws insofar as they
may in any way affect the purpose for which this lease is made.

A
.

IN WITNESS WHEREOF, this instrument is executed on the date first above wri

Soclal Security o [.D. Number: Socia) Securlty or 1.0, Number:  Glen G-.%udge ons

Social Security or [.D. Number: Social Security or D, Number:
ot >
Al P, KAl Aoy

Social Security or [.D. Number: Social Security or 1.D. Number: Lojg M. Hudgeons

Sociaf Security or L.D. Number: Social Security or I.D. Number:
STATE o COLORADO ) INDIVIDUAL ACKNOWLEDGMENT

e )5S . g & ¢

county oF  DOLORES. " Fwnii, g

I, the undersigned, a Notaty Publlc in and for said County and State, do hereby certify that Glen C ; __." . ,.'
and Lods M, Hudgeons . to me personally known, and known to me Lo be the mé @yﬁ?ﬁ.ﬁ_’:*f&ﬁmﬂl in and who

execused the foregoing instrument, appeared before me this day in person and acknowledged 1o me thar—_ L. he)L;L_.a..mil.cf:;f:ﬂ ﬁﬂi‘J thE’g'&:;lﬁﬂ $ame as
- - . o e T

thelT free and volumiary act and deed, for the uscs.gurposes and consideration wherein expressed, including the @1BGShmERLg] .‘E wer shddnlegiead.
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Given under my hand and officia) seal this day of _M2Y 1926 el g R S =
} 2 yiﬂ“: S
. P U 7 5’ ! s - A —"—-”w.v # L N
My Commission Expuwes: |/ Notary Public in and for said County and Statés resi imgag | Y g

STATE OF ) INDIVIDUAL ACKNOWLEDGMENT
) §s.
COUNTY OF )
[, the undersigned, a Notary Public in and for said County and 5late, do hereby cartify that
and . 1o me personzlly known, and known ta me 1o be the same person described in and who
executed the foregoing instrument, appeared before me this day in person and acknowludged 10 me that he executed and delivered the same As
ireo and voluntary act and deed, for the uses, purposes and consideration therein ex pressed, including the relinquishment of dower and homestead.
Given under my hand and official seal thi day of .19 5
My Cammission Expires: Notary Public in and for said County and Siate, residing ai
WHEN RECORDED RETURN TO: This insirument was Nled forrecordonthe — day of
bt WECOROED € i T S —————
ks . : .l“,f ;‘ "'L_'"f: ANY and duly recorded in Book_ y P_age of the
; pfoniisld] T records of this office,
:It : Sirs 57 i County Clerk
T S TZO0 County of. State of.




