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: f OIL AND GAS LEASE . UPRR CO. COFY
THIS AGREEMENT made this e ..ee..- 8th . T S Janvary 23‘:4_.4:.&16_/_

10.J L_. between UNION PACIFIC RAILROAD COMPANY, s Utah corporation suthorized to do busincss In the State of.________ Colorada
Lessor, and PAN AMERICAN PETROLEUM CORPORATION, a Delaware corporation authorized to do business in sald State, Lessee,

WITNESSETH:

1. Lessor. for a good and valuable comsiderution, reteipt of which [a hereby acknowledged and in consideration of the royalties hereln provided, and of
the agreement of Lessee hereln contained, hereby grants, leases and lets exclusively unto Lessee for the purpose of investigating, exploring, prospecting, drilling
and m!ning for and producing oil and gae (gas for all purposes belng defined without limitation, to include dry gas, casinghead gas, distillate, condenaate. helium
and all other guseous substances), and associated liquld hydrocarbons, and, subject to the provisions of Sections 14, 15 and 18 hereof, laying pipe lines, building
tanks, power stations, telephone linen and other struciures thereon to produce, save, take care of, treat, transport and own sald products end housing its employees.

the following deseribed land In____________________ ﬂ ﬂld ____________________ County, _—___.__ .Lolorado. .

to-wlt :

Sece description on attached Fxhibit A"

In addliion Lo the land above described, Lessor lLereby grants, lemses and leta exclusively unto Léssee to the same extent ms if specifically described herein
all oll, gas and associated llquid hydrocarbons underlying lakes, rivers, atreams, roads, easements and rights-of-way (other than railroad rights-of-way) which

traverse or adjoin any of sald lands. For rental payment purposes, the land included within this lease shall be deemed to eonmn.,..5_.13&.5&
___________________________ feimeaceem—eeee-__- ucres, whether it actually comprises more or leas,

2. Sublect to the other provisions herein contained, this lease shall bt for a term of § years from its date (called “'primary term”) and as long thereafter
as oll, gaa or associated liquld hydrocarbona or any of them sre produced from said land hereunder, or drilling or reworking operations are conducted thereom.

3. Lessee, within three months from the date of this lease, shall commence the actual drilling of = test well on the leased premines: and therenftor shall
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 lense wiil outomatically terminate.

4. The royalties to be pald by Leamec are: (a) on oil and on associated liquid hydrocarbons, 155% of that prcduced and saved from said land, the zame to
ba 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 land and
sold or used off the premises or in the manufacture of gasoline or other products therefrom, the market value at the well of 154, of the ‘gas so sold or used;
provided that on gue sold at the wells the royalty shall be 1545 of the amount realized from such sale. Lessee shall have free use of oil, gas and water from paid
land, except water fromn Lessor's wells, for all operations hereunder, and the royalty on oil and ges shall be computed after deductling any so used.

While there {s & well on the leased premises or on acreage pooled therewith capable of producing only gas, but from which well pruduction is not being
sold or used, and In the abaence of oil or other production from eaid premises, thin lease shall be extended for » period of 90 days from the date such well is shut-
in, and Lessce may tender or pay nhnually as royalty o sum equal to the amount of annual rentsls which would be payable during the primary term to defor
driiting vperations on the leased premises then subject to this lease: payment or tender of such royalty to be made as provided in Section [ hereof, with the first
payment to be made on or before 80 days from and after the dete 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 paymenta are 8o made, it shall be considered that gas is being produced in paying quantities
from the leased premincs under all the terms and provisions of this lease.

If.any portion of the leased premises in Intluded in a pooled unit, the amount of the shut-in royalty applicable to the Lessor's interest thersin shall be
reduced In the proportlon that the amount of Lessor's net mineral acres included in any such pooled unit upon which such gas. well i3 situated bears to the
total acreage ‘contained in such pooled unit as provided in Section 7 hereof.

- .

4\\- ,-Lessee shall uso-reasonable diligence 1o market gas capable of being produced in paying quantities from s shut-in well, but shall be under no obligation
«lo’ market same under terms, conditions or circumstances which, in Lessce’s good faith judgment, are unrcasonmble or unsatisfactory.

LI Lessee may from ttime to time purchase any royalty portion of cil or associated liquid hydrocarbons In ils possesaion, paring the market price therefor
prevailing in the field where preduced on the date of purchase: provided, however, that if Leasor shall 3o elect, Lessee shall deliver to Leasor in kind its royalty
_thare of oil and assoclated liquid hydrocarbons. In the event of such election, Lessor shall give to Lessee not less than 60 days’ notice of its election and shall
- «lake said royalty share in kind for o period of not less than six {6) months following the termination of said sixty (60) day period. Any such deliverica are to
~be made from the facilities of Lessee, which shall have been inatalled for its own convenience at times and in amountis which equitably adjust deliveries of both
pariies,

5. If the well-provided for in Section 3 hercof is drilled and completed as & dry hole and if operations for drilling are not commenced on aald land as
hereinalter provided'on or before one year from this date. the Jease shall then terminate ns to both partics, unless on or before such annjversary date Lessee

shall pay or tender to Lessor, Att'n: Asaistant Treasurcr, Haturdl Resources Divisfon-Petrolewm, *, 0, Box J467, Enld Oklahcma, 73701, the sum of ve ougand

Saveu-ﬂundred-Ihirtfs.EiﬁlL-and..i&llﬂﬂ _____________ Doliars (s-,.-5!,738 L S ).

therein called rental), which shall cuver the privileze of deferring commencement of operationa Yor drilling fur & pericd of twelve {12) monthe. 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
cach during the primary term. The payment or tender of rental hcrein vefcrred to may be made in curreney, draft or check at the option of the Lesseo: and the
depositing of such currency, draft or check in any post office, properly addressed to the Lessor, on or before the rental paying date, shall be deemed payment aa
herein provided. Lessee may at any time execute and place of record o relense or relemses covering any portion or portions of the above deseribed premises, fur-
nishing & copy thereof to Lessor. and thereby surrender this lemse as Lo such portion or portions and be relivved of all obligations ms to the ncreage surrendered,
and thereafter the rentals payable hercunder shall be reduced in the proportion that the acreage covered hereby is reducced by said release or roleascs.

1f Lessce shall, on or before any rental dale, make a bona fide attempt to pay rental to Lessor and if such payment shell be in an incorrcet amount, Lessee
shali be uncondltionally obligated to pay to Lemsor the rental properly payable for the rental period involved, but this lease shall be maintained in the same
manner as if such erronecus rental payment had been properly made, provided that the erroneous rental payment be corrected within thirty (30) days after
receipt by Lessce of written notice from such Lessor of such crror accompanied by any documents and other evidence necessary to enable Lessce to make proper
payment

8. Should any well drilled on the nbove descrlbed land during the primary term before production ia obtained be m dry hole, or should production be ch-
tained durlng the primary term and thereafter cease, then and in either event, if operations for drilling an ndditional well are not commenced or operations for
reworking an old well are not pursued on said land on or before the firt rental paying date next succeeding the cearation of production or drilling or reworking on
said well or wells, then this leanc shall terminate unleas Lessee, on or before said date, shall resume the payment of rentals. Upon resumption of the payment of
rentals, Section § governing the payment of rentals, ahall 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 gaid land Lessec should drill a dry hole thercon. or if
after discovery of oil, gos or amsocialed liquid hydrocarbons before or during the last year of the primary term the production thereol should cease during the
Inst yeur of sald term from any cause. no rental payment or operations are necessary In order to kesp the lease in foree during the remaindet 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 shnll
continue In force as long as auch drilling or reworking operations continue, or if, after the expiration of the primary term, production.on this lease shall cease,
this lenpe ncveitheless shall continue in force If drilling or reworking operations are commenced within sixty (60) doys after such cessation of production: if
production fs restored or additional production is discovered as n result of any such drilling or reworking operations, conducted without cessation of more than
sixty (60) dayn, thia lease shall continue as long thereafter ns oil, gas or nssociated liguld hydrucarbons are produced and ss long as additional drilling or
reworking operatiuns are had without ceasation of such drilling or reworking operations for more than sixty {60) conmecutive daya.

7. Lessce, st It optlon. is hereby given the right and power to pool or combine the land covered by this lenay, or gny portlon therecf, ns to oil and gas.
or either of them, with any other land, lease or leases when in Leasee's judgment it is neceseary or advisable to do so in order to properly develop and operate
snld premises, such pooling to be into a well unit or units not excesding forty (40) acves, plus an acreage tolerance of ten per cent ¢10%) of forty (40) acres, for
oil, and not exceeding six hundred nnd forty (640} acres, plus an acreage tolerance nf ten per cent (10%:) of six hundred and forty (640) acres, for gns, except
that larger unila may be crented to confurm to uny spucing or well unit pattern that may be preacribed by goveinmental suthoiities having juvisdiction. Lessee
muy pool or combine acreage covered by this lease, or uny portion thereuf, as nbove provided, ax to oil or gos in any one.cr more strata, snd units so formed need
not conform in size or area with the unit or units into which the lease is pooled or combined ns te any other stratum or atrnta, and oil units need not conform as
to nrca with gas units. The pooling in one or more instances shall not exhuust the rights of the Lessee hereunder to pool this lease ur portions thereof into other
units. Lessee shall execute in writing and place of record sn instrument or instrumenta identifying and describing the pooled acrenge. The entire acrcage so
pooled into a unit shall be treated for all purpeases, except the payment of ruyalties, ns if it were included in this leage, and drilling or reworking operations
thereon or production of ofl or gas therefrnm, or the completion thereon of a weoil na a shut-in gua well, shall b considered for all purposecs, except the payment
of ruyalties, an if such operatiuns 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 lense. In lieu of the royaities elsewhere herein specified, Lessor shall receive from = unit so formed, only such
portion of the ruyalty atipulated herein ns the amount of its net mineral acres pluced in the unit bears to the tulal acreage so pooled in the particulnrT unit
involved. Should any unit as originally created hereunder contain less than the maximum number of acres hercinabove specified. then Lessce may at any time
therenfter, whether before or afler productivn is obtained on the unit, enlarge such unit by wdding additional acreage Lhereto, bul the enlarged unit shall in
no event exceed the acreage content hereinmbove specified, In the cvent nn existing unit is wo enlarged, Lessce shall exceute and place of record m supplemental
decluration of unitizntion identifying and describing the land ndded o the existing unit; provided., that il sueh supplemental declaration of unitization is not
filed until after production is obtained on the unit as uriginally created, then and in such event the supplementnl declaration of unitizalion shall not become
effective until the first day of the calendar menth next following the filing thercof. In the absence of production Lessee may terminute any unitized area by
filing of record notice of termination.

This Section 7 shail not affeect the provisions of Section 3.

8. Lessce shall have the right ot any time without Lessor's consent to surrender nll or any portion of the leased premiscs and be relieved of nll obligations
as to the acreage aurrcndered arising subsequent to the date of surrender. Lessec shall hove the right at any time during or within one vear nfter the expira-
tion of this leasé to remove all property and fixtures placed by Leasec on maid laned, ineluding the tight o diow and remove all casing.

9. The rvights of either party hereunder may be assigned, in whaole or in part, and the provisions hereof shall extend to the successors and as<igns of the
partices hereto, but no change or divisicn in ownership of the lund, rentals, or royattics, howoever acenmplishul, shall opernte to entorge the whligations or diminish
the rights of Lessec. No chenge in the uwnership of the Innd, ur any interest theiein, shall be bhinding on Lessee until Lessee shafl be furnished with a certified
copy of all recorded instruments, ull court procerdings nnit all nther necessary evidence of any transfer, inheritinee, or sule of »aid rights, In vient of the assign-
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ment of this lenne an to & sexregated partion of said land, the rentals payable hereunder shall be apportionable among the several lensehold owners ratably ae.
cording to the surface area of each, and default in rental payment by one shall not affect the rights of other leaschold owners hereunder. In case Lessee nsaigns
this lease, in whole or In part, Lessee shall be relieved of all obligations with respect to the assigned portion or portions arising subsequent to the date of
assignment.

10. Al express or implled covenants of this lcase shall be mubjeet to mll Federal and State Laws, Executive Orders, Rules or Regulations, and this lease
nhall not be terminaied, in whole or in part, nor Lessee held liable In damages, for failure 1o comply therewith, il compliance is prevented by, or If such fallure
in the result of, any auch Low. Order. Rule or Regulation, or if prevented by an nct of God, of the public enemy, labor disputes, inability to obtain material,
failure of transportation, or other ¢nuse beyond the control of Leasee other than financial.

If, during the term of this lcase, oil or gas or associated liquid hydrocarbons are discovered upon the lecsed premises, but Lessce 13 prevented from produc-
Ing the same by remson of sny of the causes set out in this Section, Lhis lease shall nevertheleas be considered as producing nnd shall continue In full force
and effect until Lessce is permitied to produce the vil, gas or associated liguid hydrocarbons. and as long thereafter as such production continues In paying quan-
titles or drilling or reworking operntions ure continued as elsewhere herein provided.

11. Lessee at lts option may discharge any tax, mortgage or other lHen upon said land, either in whole or in part. and in event Lensee does so, it shall
be subrogated to aueh lien with the right to enforce same nnd apply rentals and royalties nceruing hereunder toward satisfying same. If Lessor owns an Interest
in said land less than the entire fec simple cstate in and to oll. gas and associated liquid hydrocarbons, then the royaltics and rentals to be paid Lessor shali be
reduced propertionately.

12, This lenre doee not cover oll shale.

13. The rights granted under this lease mre granted without covenants of title or to give possession or for qulet enjoyment.

14, Lessor reserves the right to use such portions of (e leased premises as may not be required by Lessee In the conduct of its operations hereunder, for
all purposes not inconsistent with the righta granted hereby, and Lessce shall so conduct ita operntions as not to interfere unreasonably with such use: provided,
nevertheless, that the use of the leased premises by the Leasor shall not unremsonably interfere with the operations of the Lessee.

18. Lesnce nhall not make any entry upon or under any portion of the right of way or station grounds of Lessor for any of the purposes of this jease, and
shall not drill any well or maintain any structures within two hundred feet (200t (a) of any rmilroad tracks or bulldings on sald right of way or station
grounds, «r {b) of any buildinga upcn the leased premises.

16, Notwithsianding anything to the contrary in this lease contained. no well shall be drilled upon or into and no fatilitles shall be installed upon any
lands in which Lessor owns the mineral rights only, until the consentsa of the aurface nwners have been obtained under written Instruments satisfactory to
Lessor. Lessor wili endeavor to obtain such conments and the Lessee agrees to cuoperate. Any payments which the Lessor elects to pay to Lhe surface owners
ehall be paid by Lessor out of its royalty.

Leasce shall pay for anll damage to surface owners’ lands, buildings and growing crops raused by construction, operations or maintenance of facilities, shall
bury all plpe lines below plow depth where they cross cultivated lands, ahall construct gates where necessary for crossing fenced lands and keep the zates in
repalr and closed, and shall indemnify Lesser with respect’ to such obligations.

17. Lessea ngrees to hold Lessor harmliess from and io indemnify it against any and oll claims, demands, ections and causes of actlon for Injury to or
loss or destruction of property, and for injury to or death of any person, mrising out of or in connectlon with operations hereunder.

Leysee shall not permit or suffer any lien or other encumbrance to be filed or Lo remain against the leased premises as a result of ita operntions hereunder.
and Lessec agrees 10 hold.Lessor harmlesa from and to indemnify it agalnst any and aoll claims, demards, actions and causes «f actlom which may result from
the filing of nny such lien or encumbrance.

All of the provisions of this lease shall inure to the benefit of and be binding upon the parties herclo, their successors mnd assigns.
IN WITNESS WHEREOQF, thls instrument ias executed un the dute first above written.

APPROVED AS §0 FCRM AND EXECUTION UNION PACIFIC RAILROAD COMPANY A

Colorado-Wyoming
COUNTY OFr............. ARAPABOB. . o o Acknowledgment
R e | ‘
oo Q,%Jle"fbi@gajré'instrument_was acknowledged before me by...........Je. A, Bedeker . .. ... ey
v 85 Atorpey in F;h,tl:?‘}_;)r UNION PACIFIC RAILROAD COMPANY, this ... 880 ... day of ... ... JATRIATY. ..o ,
g dd 0 T .
PR z'-wLI,TNEf{s\n}.’%‘na and official seal. e LA tAALA M. Z(M ..............................
A - T B Notary Public
e S .
“M 5C6hmrissfoet‘expires e JRetober 23, A7 o
e OF LEC
STATE OF oot ee et et aee e Utah-Nebraska
COUNTY OF S b Acknowledgment
ON the e dAY OF ey, 18 , personally appeared before me, a Notary

Public 11 BRd For 880 CoUmbY, oot ee ste et e et e e e eemeaee eoaees eetetateees eeteaimeieiessiesteas Seneeiaesieebessmteeseateseesarnsaeetessnaanenaeny
personally known to me, who, being by me duly sworn did say that he is the Attorney in Fact of UNION PACIFIC RAILROAD
COMPANY 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 ...... acknowledged to me that he, as such Attorney in Fact, executed

the same.

WITNESS my hand and notarial seal the date last aforesaid,

My CommISSION @RPITES oottt ee e ettt et oo et e e e eeee t1e et eeeeeeeeeees e et

of

19......

.M., and duly

Range.

weeew.County,
..... page

Township ...............

NO...oot e s e
cday of e e

OF
instrument was filed for record on the
o'clock

OIL AND GAS LEASE

.. at

This
¢ records of this_ office.

Jated
section

When Recorded Return Lo ... ..o e .

FROM
UNION PACIFIC RAILROAD ‘COMPANY
TO ' .
PAN AMERICAN PETROLEUM GCORPORATION

STATE OF o e
recorded in book............... ...

No. of Acres . ... ..... ...
COUNTY
By

A
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LEASE DESCRIPTIOR - EXHIBIT A"

Veld County, Colorado

Township 2 North - Range 65 West
Section -13: .. 7/, §/7
Section 15: NW/4, S§/2
Section 23: NW/4, S/2
Section 25: NW/4, §/2
Secrion 27: NWW/4, S/2

Towunship I North - Range &4 West

Section 9: NW/4, §/2

Section 11: KW/4, S/2

Section 15: /4, &/2

Section 17: W/é. s/2

Section 19: Lote 1 and 2 (W/2 W/2) (138.56), L/2 W/2, SE/4
Sectien 21: WW/4, 5/2

Section 23: NW/4, §5/2

Containing 573B.56 acres, more or less.





