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"L STATE OF NEW MEXICO n-~, n _ 

ENEEGY, MINERALS AND NATURAL RESOURCES DEPARTMENT' 
OIL CONSERVATION COMMISSION r 

IHCCQNSERVATiOfl PiVjSiyjfc 

IN THE MATTER OF THE APPLICATION Case No. 9134 
OF THE OIL CONSERVATION COMMISSION 
TO AMEND RULE 1207(a)7 OF ITS 
RULES OF PROCEDURE 

MEMORANDUM IN SUPPORT OF APPLICATION 

Dugan Production Corporation and Benson-Montin-Greer D r i l l i n g 

Corp., by and through Robert G. S t o v a l l , t h e i r a t torney, f i l e 

t h i s memorandum i n support o f t h e a p p l i c a t i o n f i l e d i n t h e 

fore g o i n g case. 

I 

INTRODUCTION 

The O i l Conservation Commission has f i l e d an a p p l i c a t i o n 

w i t h i t s e l f t o amend Rule 1207(a)7 o f the O i l Conservation 

D i v i s i o n Rules on Procedure. Rule 1207 i s th e r u l e which sets 

out t h e a d d i t i o n a l s p e c i f i c n o t i c e requirements, over and above 

th e n o t i c e by p u b l i c a t i o n requirements imposed on t h e D i v i s i o n 

i t s e l f , which t h e a p p l i c a n t must g i v e w i t h respect t o any 

p a r t i c u l a r type o f a p p l i c a t i o n f i l e d w i t h t h e D i v i s i o n . Rule 

1207(a)contains 9 separate paragraphs which address d i f f e r e n t 

s p e c i f i c types o f a p p l i c a t i o n s and t h e s p e c i f i c n o t i c e 

requirements f o r each. Paragraph 7 provides: 

I n t h e case o f any other a p p l i c a t i o n which w i l l , i f 
granted, a l t e r any working i n t e r e s t owner's or any 
r o y a l t y i n t e r e s t owner's percentage i n t e r e s t i n an 
e x i s t i n g w e l l : A ctual n o t i c e s h a l l be given t o the 
operators and a p p l i c a n t ' s r o y a l t y i n t e r e s t owners i n 
such e x i s t i n g w e l l . Such n o t i c e s h a l l be provided by 
c e r t i f i e d m a i l ( r e t u r n r e c e i p t requested). 

The Commission seeks t o amend Rule 1207 t o d e l e t e paragraph (a)7. 



I I 

BACKGROUND AND NECESSITY FOR NOTICE 

Rule 1207 was o r i g i n a l l y adopted by the Commission in 1985 

in response to a need to develop more cons t i t u t i o n a l l y sound 

notice provisions i n the various matters within the Division's 

j u r i s d i c t i o n . The pri o r rule required only notice by publication 

on v i r t u a l l y a l l matters brought before i t . Because certain 

types of cases had the potential of affecting protected property 

rights, and because notice by publication as the sole means of 

notice i n such cases i s not con s t i t u t i o n a l l y s u f f i c i e n t to 

s a t i s f y due process requirements, the Commission amended the 

Rules on Procedure to enact the current Rule 1207. 

In adopting Rule 1207 the Commission attempted to provide 

for the s p e c i f i c type of notice required i n each p a r t i c u l a r type 

of hearing l i k e l y to be held before the Division. There were put 

in place seven d i f f e r e n t paragraphs specifying to whom notice 

must be given i n each of the types of cases. Paragraph 7 and 

paragraph 9 are c a t c h - a l l type rules which are intended to cover 

those situations which are not cover by the s p e c i f i c paragraphs. 

Because paragraph 9 i s broader i n i t s coverage, i t w i l l 

"catch" a l l those cases which would also be under paragraph 7, 

and therefore paragraph 7 i s unnecessary. Further more, because 

paragraph 7 i s more limited and only addresses a narrow 

circumstance, which i s also addressed in most l i k e l y situations 

by the s p e c i f i c case paragraphs, i t lends i t s e l f to ambiguity and 

confusion as to what notice i s required in a s p e c i f i c case. As a 

res u l t , c e r t a i n i n t e r e s t owners, most l i k e l y owners of royalty or 

overriding royalty i n t e r e s t s may claim that they are e n t i t l e d to 

notice i n ce r t a i n cases i n which notice was not otherwise 

required. Because these claims could be brought several years 

a f t e r the fact, operators who had complied with the rules could 

find themselves faced with tremendous uncertainty and exposure. 

The purpose for due process notice and opportunity to be 

heard i s to ensure that the owners of con s t i t u t i o n a l l y protected 

property righ t s do not have those righ t s impaired by state action 

without having the opportunity to appear and part i c i p a t e in the 



process which could r e s u l t i n the impairment of those rights. A 

pa r t i c u l a r type of state action which could r e s u l t in an 

impairment of those rights i s the exercise of police powers 

through the creation and enforcement of regulations which l i m i t 

the exercise of property rights. The Division i s s p e c i f i c a l l y 

charged to exercise that sort of police power in order to 

conserve natural resources, prevent waste, protect c o r r e l a t i v e 

rights and protect sources of fresh water. In carrying out i t s 

l e g i s l a t i v e l y assigned duties, the Division must necessarily 

l i m i t the exercise of some property rights. 

A prime example of such a limi t a t i o n i s in the establishment 

of spacing and proration units. At common law, the owner of o i l 

and gas mineral i n t e r e s t has the righ t to explore for, d r i l l to 

and produce the hydrocarbons underlying h i s property. But 

because the d r i l l i n g of excess wells could r e s u l t in waste, both 

in the form of the number of d o l l a r s spent to d r i l l the 

unnecessary wells, and, more s i g n i f i c a n t l y , i n the potential loss 

of ultimate recover caused by the unnecessary d i s s i p a t i o n of 

reservoir energy. Therefore the Division establishes rules, 

based upon engineering and geological evidence presented at 

hearing, i n order to carry out i t s statutory duty to prevent 

waste, conserve resources and protect c o r r e l a t i v e rights, which 

l i m i t the density of wells by establishing the s i z e of proration 

or spacing units and setting the production rates for wells 

within a given source of supply. 

In establishing such regulations, the Division must l i m i t 

the ri g h t of individual mineral i n t e r e s t owners to d r i l l for and 

produce the minerals underlying t h e i r p a r t i c u l a r t r a c t . In some 

cases such mineral owners may be forced to pool t h e i r mineral 

i n t e r e s t with others i n order to form a legal spacing unit in 

accordance with the rules established by the Division. That 

pooling i t s e l f may be the r e s u l t of a Division order. As a 

re s u l t , the various mineral owners who have been pooled into a 

pa r t i c u l a r well must share the production from that well. 

When the Division establishes such regulations the owners 

whose rights are being affected must be given notice of and have 



t h e o p p o r t u n i t y t o be heard a t t h e hearing i n which t h e i r r i g h t s 

are being determined. 

I l l 

Having determined t h a t n o t i c e i s necessary, i t i s e s s e n t i a l 

t o determine who i s e n t i t l e d t o such n o t i c e . The basic r u l e i s 

t h a t t h e person whose r i g h t s are being a f f e c t e d i s the person 

e n t i t l e d t o n o t i c e . 

I n t h e case o f unleased mineral i n t e r e s t s , c l e a r l y i t i s the 

owner of t h a t m ineral i n t e r e s t , be i t a governmental e n t i t y or a 

fee m i n e r a l owner, who i s e n t i t l e d t o n o t i c e . The r u l e s cover 

t h a t . The s p e c i f i c paragraphs which s e t f o r t h t h e n o t i c e r u l e s 

f o r p a r t i c u l a r types o f hearings r e q u i r e n o t i c e t o t h e owners of 

unleased mineral i n t e r e s t s or t o operators, which, i n t h e case of 

an unleased i n t e r e s t would be t h e mineral owner. C a t c h - a l l 

paragraph 9 r e q u i r e s n o t i c e i n t h e cases not covered by t h e 

s p e c i f i c paragraphs t o be given t o t h e owners of any i n t e r e s t s 

which might be a f f e c t e d by t h e a p p l i c a t i o n . 

The more common s i t u a t i o n i s when the owner o f t h e mineral 

i n t e r e s t has leased h i s i n t e r e s t t o another. Attached hereto as 

E x h i b i t "A" are copies o f commonly used o i l and gas leases. 

H i g h l i g h t e d i n y e l l o w i s t h e f i r s t paragraph o f each lease i n 

which t h e owner grants t o t h e lessee e x c l u s i v e l y t h e demised 

premise f o r t h e purpose o f " i n v e s t i g a t i n g , e x p l o r i n g , 

prospecting, d r i l l i n g and mining f o r and producing o i l , gas, 

casinghead gas and other hydrocarbons...", or s i m i l a r l y s t a t e d 

purposes. I n o t h e r words, i n exchange f o r t h e c o n s i d e r a t i o n 

bargained f o r , t h e l e s s o r has given up h i s r i g h t t o f i n d and 

produce t h e o i l and gas t o another. The c o n s i d e r a t i o n which the 

less o r has received i s t h e r i g h t t o receive a bonus payment f o r 

t h e lease, o f t e n s u b s t a n t i a l , t h e r i g h t t o r e c e i v e a r o y a l t y , 

f r e e o f cost, o f a s t a t e d percentage o f t h e production, and 

c e r t a i n o ther covenants o f t h e lessee, which may be s p e c i f i c a l l y 

s t a t e d i n t h e lease or which may be i m p l i e d i n t h e law. 

Many leases al s o c o n t a i n p o o l i n g clauses ( h i g h l i g h t e d i n 

p i n k on E x h i b i t "A") which g r a n t t o t h e lessee t h e r i g h t t o pool 



t h e leased lands w i t h other lands t o form spacing or p r o r a t i o n 

u n i t s c o n s i s t e n t w i t h s t a t e r e g u l a t i o n s . Again th e lessor has 

t r a n s f e r r e d a p a r t o f h i s p r o p e r t y r i g h t and t h e r e s p o n s i b i l i t y 

t o p r o t e c t and develop t h a t r i g h t t o t h e lessee. 

I n t r a n s f e r r i n g t h e r i g h t t o look f o r and produce th e o i l 

and gas and r e l a t e d products, t h e l e s s o r has also t r a n s f e r r e d t h e 

r i s k and expense o f e x p l o r a t i o n and d r i l l i n g t o t h e lessee. That 

r i s k and expense may be s u b s t a n t i a l . 

The l e s s o r has a l s o t r a n s f e r r e d t o t h e lessee t h e r i g h t t o 

make o p e r a t i o n a l decisions such as when and where t o d r i l l t h e 

w e l l , how t o d r i l l t h e w e l l , how t o complete and produce the 

w e l l . I n making those dec i s i o n s , t h e lessee i s o b l i g a t e d t o 

exercise good f a i t h , but he does not have any f i d u c i a r y duty t o 

h i s lessor. The standard which t h e lessee must use i s o f t e n 

r e f e r r e d t o as t h e prudent operator standard. 

Commonly t h e r i g h t s acquired by t h e lessee are r e f e r r e d t o 

as o p e r a t i n g r i g h t s or as a working i n t e r e s t . This i s t h e 

i n t e r e s t t h a t bears a l l t h e costs, as opposed t o non-cost r o y a l t y 

i n t e r e s t s . I t i s t h e owner of t h e o p e r a t i n g r i g h t s whose r i g h t s 

are a f f e c t e d by t h e D i v i s i o n ' s exercise o f i t s r e g u l a t o r y p o l i c e 

power, and i t i s t h e owner o f t h e working i n t e r e s t who i s 

e n t i t l e d t o n o t i c e w i t h respect t o matters which l i m i t or a f f e c t 

t h e r i g h t t o d r i l l f o r or produce o i l and gas. 

The r e l a t i o n s h i p between t h e lessor and the lessee i s a 

c o n t r a c t u a l one, and t h e r i g h t s and d u t i e s of t h e p a r t i e s w i t h 

respect t o each other are governed by the law regarding t h a t 

c o n t r a c t . I f a l e s s o r wishes t o r e t a i n a p a r t i c u l a r r i g h t i n the 

p r o p e r t y , such as t h e r i g h t t o c o n t r o l development, he should 

s p e c i f i c a l l y so s t a t e , or a t l e a s t r e s t r i c t t h e g r a n t of t h a t 

r i g h t , i n t h e c o n t r a c t known as a lease. 

From the p e r s p e c t i v e o f t h e D i v i s i o n , however, the lease 

does t r a n s f e r t o t h e lessee s i g n i f i c a n t p r o p e r t y r i g h t s , and t h e 

r i g h t s t r a n s f e r r e d are t h e r i g h t s which are a f f e c t e d by the 

D i v i s i o n ' s exercise of i t s p o l i c e power, since t h e r e g u l a t o r y 

a u t h o r i t y granted t o t h e D i v i s i o n i s d i r e c t e d p r i m a r i l y a t 

o p e r a t i o n a l issues. The e x i s t i n g Rule 1207(a) w i t h o u t paragraph 



7 recognizes that, and the various s p e c i f i c paragraphs identify 

the s p e c i f i c types of partie s whose i n t e r e s t s may be affected by 

an order. The language in paragraph (7) creates an ambiguity in 

the requirement of notice because of the reference to a l t e r i n g a 

royalty i n t e r e s t owner's share in an exi s t i n g well. The one type 

of case that i s l i k e l y to a l t e r i n t e r e s t s in an existing well i s 

a pool rul e s case, which i s at the very heart of the Division's 

j u r i s d i c t i o n over operational matters. The ambiguity may r e s u l t 

in the Division returning to the lessor a rig h t which he has 

granted to the lessee. At the very least, the language in 

paragraph 7 i s t o t a l l y unnecessary. 

For the reasons stated, Dugan Production Corp. and Benson-

Montin-Greer D r i l l i n g Corp. support the Application of the 

Commission to delete from the Divisions Rules on Procedure Rule 

1207(a)7. 

IV 

CONCLUSION 

RESPECTFULLY SUBMITTED, 

Robert G. Stovall 
Attorney for 
Dugan Production Corp. 
Benson-Montin-Greer 

D r i l l i n g Corp. 
P.O. Box 10021 
Farmington, NM 87499 
(505) 326-3359 
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(Mart* I9M) O 0 A I T M I N T O f T H E O m M O t OMR N*. I 

WUAU OT LANS MANAGEMENT T | j f I J ."**! 

OFFER. TO LEASE AND LEASE FOR OIL AND GAS 

T V underlined (reverie) o f lm » leaae aB or aay rf «>t stade ia available foe tease rjurtuant » 4 K Mineral Leeaaag Act <* I * 2 0 <*> U S C I t l « icq.), she Mineral Leasing 
A a for Acquired Laadt (30 U.S.C. 351-339), aaa AaWaey O n m l ' i Opiate* af April 2. 1941 (40 OP. Aay. Oe*. Hkorthe 

Bead h l i t l l a a a * * * * * reeaejirhag 

1. Name 

Street 

City. Stale. Za? Code 

2. Thu offer leue a for (Check Oaly One) 

Surface managing agency if ether oaa) BLM 

Legal description of land requeued: 

T R 

• PUBLIC DOMAIN LANDS • ACQUIRED LANDS (perccat U S interest . 

Unu/Projeci — 

Meridian Suit County 

Tool acres applied for. 

Amount remitted Filing fee S Re rail fee S Tcul i 

DO NOT WRITE BELOW THIS LINE 
J Land included in lease 

T R. Meridian Slate Count) 

Total acres in lease. 

Rental retained S 

In accordance with the above offer, or the previously . 
extract, remove and dispose of all the oil aad gas (except 
below, subject to renewal or extension ta ait unheal wah 
lease, die Secretary of the Interior's regulations aad formal 
granted or specific provisions of thia leaae. 

Type and primary term of lease: 

• Simultaneous noncompetitive lease (lea years) 

• Regular rioocornpeutive leaae (sea yean) 

• Cornpeutive lease (five years) 

• Other . 

itimihanenus oil and gas lease application or cornpeuuve bid. this leaae it issued granting the exclusive right lo drill for. B U M . 
ia the lands described in item 3 together with thc right to build and maintain accessary invprovements thereupon fer the term indicated 

the appropriate seating authority Rights granted are subject to applicable laws, the terms, coodiuoru and attached stipulations of this 
orders ta effect a* of leaae issuance, and to regulation* and formal orders hereafter promulgated when aot inconsistent with lease rights 

THE UNITED STATES OF AMERICA 

by , 
(»aiua| Officer i 

(Tost) 

EFFECTIVE DATE OF LEASE . 

•(Formerly 3110-1. 2. 3. 3120-1. 7. 3130-4. S. aad 7) 

T-806(O&G) 

NOT AN OFFICIAL REPRODUCTION 
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Taar 

r A General 

1 T V from of thu form u to be cornpsrted oaly by parties filmg far a regular aoa-
coinpetitive least The BLM anil uatsylttt front of form for all other types of leases. 

2 Eatnes must be typed or pruned pUiaiy as iaa. Offeror must sign item 4 ia iaa 

3. Aa anginal and two copies of Jus offer matt be prepared and filed ia the proper BLM 
State Office See regulations at 43 CFR ICI .2-1 for office locations. 

4 If more space is needed, additional sheets must be attached so each copy of the form 
submitted 

B Special 

Item I —Enter offeror name and billing address 

Item 2—Identify the mineral statu aad. if acquired, percentage of Federal ownership 

of applied lor ejtirrtli Tke same ara>icatjoa s t y aot atcrude bo* Public Dornaai aad Ac­
quired Lands, bsdscaie the agency eewreflistg rac sstrfece uee of the land and dat name of the 
unit or project of which rhe land » a pan Offeror may sho provide other mformsooe rhat wilt 
assist ia establtshaag nek for auneralt The acscrtprjoa of land must conform to 43 CFR 3111 
Total acres applied for eaual aot exceed that allowed by regulations 

Payments The amoura leatttned must include the filing fee and the first year's rental at rhe 
rate of SI per acre or fraction thereof The Ml rental baaed on the total acreage applied for 
must acccanpany aa offer even if (he mineral interest of the United States is leas than 100 per­
cent Thc fitmg fat win be retained at a aernce charge even if the offer it completely rejected 
or wsthdrawa. To protect pnonty. at it iiupwteat mat the rental submitted be sufficient» cover 
all the land rtqtaaasd If the land laetntttid ladudes lots or irregular ouaner-quarter sections, 
the exact area of which a not known to the offeror, rental should be submitted on the basis 
of each such lot or quarter-quarter section containing 40 acres. If the offer is withdrawn or 
rejected in whole or in pan before a leate issues, the rental renuned for the pam withdrawn 
or rejected will be relumed 

Item 3—That space will be rornplcttid by att United States 

1. This mformation is being cc l̂ected pursuant to the law 

2. This information will be used to create and maintain a record of oil and gas lease activity 

3. Response to thu request is required to obtain a benefit 

NOTICE 

The Privacy Act of 1974 and the regulation in 43 CFR 2 4g<dl provide that you be furnished 
the following information in connection with information required by this oil and gas lease 
application 

AUTHORITY 30 U S C et seq 

PRINCIPAL PURPOSE-Tne information is to be used to process oU arid gas lease applications 

PAPERWORK REDUCTION ACT STATEMENT 

ROUTINE USES: 

(1) Thc adjudication of the leasee's tights to the land or resources 

(2) Documentation fbr public mformadon in support of nutations made on land status records 
for the management, disposal, and use of public lands and resources. 

(3) Transfer to appropnaie Federal agencies when coocurreoct it required prior ts granting 
a right m public lands or resources. 

(4) (5) Information from thc record and/or the record will be transferred to appropnaie Federal. 
Sute. local or foreign agencies, when relevant to civil, criminal or regulatory itrnsngaooos 
or prosecutions 

E F r T C T O F NOT PROVIDING INFORMATION—If n l the saforaatfoa ts aot erwrtded, 
the affer aaay he rtjactad. See regulations at 43 C F R 31*0. 

4. (t) Undersigned certifies that (1) offeror is a citizen of ihe United States, an association of such citizens t nwnicipaliry. or a corporation organued under the laws of the United States or 
of aay State or Territory thereof. (2) all parties holding an interest tn the offer art in compliance won 43 CFR 3100 and the leasing authormes, (3) offeror's chargeable interests, direct and indirect, 
at caber public domain or acquired lands do not exceed 200.000 acres in oil and gat opooos or 246.010 seres in opbons and tease* in the same State, or 300,000 acres tn leases aad 200.000 acres 
ia options a either leasing District in Alaska, and (4) offeror it aot considered a minor uader dat laws of the State tn which rhe lands covered by dns offer are located 

(b) Undersigned agrees that signature to this offer constitutes acceptance of this lease, including all terms, conditions, and sopulations of which offeror.has been given notice, and any tinendmua 
or separate lease that may include any land described ut this offer open to leasing at die tune this offer was filed but omitted for any reason from this leaae The offeror further agrees that thu 
offer cannot be withdrawn, either in whole or part, unlets the withdrawal is received by thc BLM State Office before thu lease, an tiisuvAmeni to nut lease, or a separate lease, whichever covers 
the land described in the withdrawal, has been signed on behalf of thc United States 

That offer wtu be rejected and wUJ afford offeror ao priority If a Is aot property comparted and executed la accordance with the rtrgaMot*. tr h* tt It aot atxompaadett by cat rtepatred 
awyaetftts. I I I .S C. Sec. 1001 makes tt a crime for aay person kaowirsgly and wilHWry to make to aay DepartaMal ar agency af the United States aay false, fictitious ar haadttkat 
ttattattettta ar representations at lo aay tuner wftnin Hs Jtuitdktioa. 

Duly executed this day of 19. 
(Siewjairc of Lscaac or Aauraey as sscl) 

NOT AN OFFICIAL REPRODUCTION 
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L E A S TEEMS 

Sec I. Rersuls—totals shall be pud lo proper office of lessor ir. advance of tack leaee rent 
Aaaual rental ratti pet acre or fraction thereof arc. 

(a) Snwhaneoui »oncc«npetilivt leatc. SI 00 for the first 5 yean, thereafter. 13.00; 
(b) Regular noncornpetitive lease. SI 00. 
(c) Cornpeuave lease. 12 00, ea­
id) Other, see sitae tuner* 

If aU or pan of a aoecotntsaitivc Irtrtrttotd is determined to be wtthut a known gcetogica) 
structure or s favorable petroleum gstoltsgjctl province, annual rental shall become S3 00. 
beparan| weft the tease year following oooce of such latttrittuatoon. However, i lease that would 
otherwise be subject to rental of more than S2 00 shall aTjvanue to be i 

O : ) . or (d) 
for rhoae lands not within a paroctpeting area. 

Failure to pay annual rental, if due. on or before the enmvrrsary date of dm lease (or new 
official working day if office is closed) shall automatically terminate this lease by operation of 
law Rentals may be waived, reduced, or suspended by tht Secretarv upon a sufficient showing 
by leasee 
Sec 2. Royalties—Royalties shall be paid to proper office of lessor Royalties shall be com­
puted in accordance with regulations on production removed or sold Roy airy rates are 

(a) Simultaneous noncompetitive lease, 121V 
(bl Regular noncompetitive lease. \2'*%. 
(c) Competitive lease see attachment, or 
(d) Other set attachment 

Lessor reserves the right in specify whether royalty is to be paid tn value or in kind, and tht 
right to establish reasonable minimum values on products after giving lessee notice and an 
opportunity to be heard When paid in value, royalties shall be due and payable on the last day 
of the month following the month in which production occurred When paid in kind, production 
shall be delivered, unless otherwise agreed to by lessor, in merchantable condition on thc 
premises where produced without cost to lessor Lessee shall not be required to bold such pro­
duction in storage beyond the last day of the month following the month in which production 
occurred, nor shall lessee be held liable for loss ot destruction of royalty oil or other product* 
in storage from causes beyond the reasonable control of lessee 

Minimum royalty shall be due for any lease year after discovery in which royalty payments 
aggregate less than SI 00 per acre Lessee shall pay such difference at end of lease year This 
minimum royalty may be waived, suspended, or reduced, and the above royalry rates may be 
reduced, for all or portions of this lease if the Secretary determines that such action is necessary 
lo encourage the greatest ultimate recovery of the leased resources, or is otherwise justified 

An interest charge shall be assessed on late royalty payments or underpayments in accordance 
with the Federal Oil and Gas Royally Management Act of I9g2 (FOGRMAi (96 Stat I** 1 ) 
Lessee shall be liable for royalty payments on oil and gu lost or wasted from a lease site when 
such loss or waste is due to negligence on the part of the operator, or due to the failure lo comply 
with any rule, regulation, order, or citation issued under FOGRMA or the leasing authority 

Sec 3 Bonds—Lessee shall file and maintain any bond required under regulations 

Sec 4 Diligence, rale of development, unitization, and drainage—Letter shall etercise 
reasonable diligence in developing and producing, and shall prevent unnecessary damage to. 
loss of. or waste of leased resources Lessor reserves right to specify rales of development and 
production in the public interest and to require lessee to subscribe to a cooperative or unit plan, 
within 30 days of notice, if deemed necessary for proper development and operation of area, 
field, or pool embracing these leased lands. Lessee shall drill and produce wells necessary to 
protect leased lands from drainage or pay compensatory royally for drainage in amount 
determined by lessor 

Sec 5 Documents, evidence, and inspection—Lessee shall file with proper office of lessor, 
not later than 30 days after effective date thereof, any contract or evidence of other arrangement 
for sale or disposal of production At such times and tn such form as lessor may prescribe. leasee 
shall fumish detailed statement! showing amounts and quality of all products removed and told, 
proceeds therefrom, and amount used for production purposes or unavoidably km. Lessee may 
be requited to provide plats and schematic diagrams showing tlevelopmcnt work and im­
provements, and reports with respect to parties in interest, expenditures, and depreciation costs 
In the form prescribed by lessor, lessee shall keep a dady drilling record, a log. utfonnation 
on well surveys and tests, and a record of subsurface investigations and furnish copies to lessor 
when required Lessee shall keep open at all reasonable tunes for inspection by any authorized 
officer of lessor, the leased premises and all wells, smprovements. machinery, and fixture* thereon, 
and all books, accounts, maps, and records relative lo operations, surveys, or lavesugauottt 
on or in the leased lands Lessee shall maintain copies of all contracts, sales tgieuimtu. sc 
counting records, aad documentation such aa btlltngs. invoices, or similar documentation that 

Alt 
snail be maintained ia Ittaat s aeBouttaitg office* I 
taia required records for 6 years after they are attw rated or, if aa aud 
way. eats] released of the oUiaatjoa to maimaia suck records by I 

During existence of diss lease, aafortntxtoa obtained under dtu taction stall be doted to 
tmnwuon by the public a accordance wads die Freedom of usfceTnanoa Act (S U.S.C. 352) 
Sac. 6. Coxtdtict of opertttoni Lraaar thttsloBtttataiassiM 
eravacu to dtt land. air. Md water, ts csthttral, twtogscal. visual, and other rwjourcea, aaal to 
other land uses or users. Leasee shall take itaaonthlr measures deemed aarraiary hy lessor to 
arxoRirplish the latent of thu section To the extent contntrnl wtfh leaae rights graatad. such 
rnatiiira* nay include, but are not limited to. ntttVieatioa to sstmg or design of factlaaet. ramang 
of oaeraoons. and specification of inaerttn tad final reclamation measures Lessor reserves dtt 
right lo continue existing uses and to authorize future uses upon or »the leased laada. itrmnTiig 
tke approval of ravrmenti or rights-of wayi Such uses thai] be nondmrtand to at to prevent 
aantrriitry or unrrtinaahlt interference wttfa nghtl of lessee 

prior to disturbing dx surface of the leased lands. leasee shall contact lessor to be apprised 
of arocstduret lo be followed snd modifications or reclamation measures that may be accessary 
Anas to be disturbed may require inventories or special studies to determine the extent of im­
pacts to other resources. Lessee may be ntquired to complete minor inventories or short term 
special studies under guidelines provided by lessor If in the coriduci of opcraoona. threatened 
or endangered species, objects of historic or scientific interest, or substantial untnttcipated en­
vironmental effects are observed, lessee shall immediately contact lessor Lessee shall v«aac aay 
operations that would result in the destruction of such species or objects 

Sec 7 Mining operations—To the extent thai impacts from mining ope rations would be 
substantially different or greater than those associated with normal drilling operations, lessor 
reserves the nght to deny approval of such operations 

Sec I Extraction of helium—Lessor reserves the option of extracting or having extracted 
helium from gas production in a manner specified and by means provided by lessor al no 
expense or loss to lessee or owner of the gas Lessee shall include in any contract or sale of 
gas the provisions of this section 

Sec 9. Damages to properry—Lessee shall pay lessor for damage to lessor's improvements, 
and shall save and hold lessor harmless from all claims for damage or harm to persons or prop­
erty as a result of lease operations 

Sec 10. Protection of diverse interests and equal opportunity—Lessee shal! pay when due all 
Uses legally assessed and levied under laws of thc Suit or the United Stairs, accord all 
employees complete freedom of purchase pay all wages al least twice each month in lawful 
money of the United Suits, maintain a safe working environment in accordance with standard 
industry practices, and take measures necessary to protect che health and safety of the public 

Lessor reserves the nght to ensure lhat production is sold at reasonable prices and lo prevent 
monopoly lf lessee operates a pipeline, or owns controlling interest in s pipeline or a company 
operating a pipeline, which may be operated accessible to oil derived from these leased lands, 
lessee shall comply with section 28 of the Mineral Leasing Act of 1920 

Lessee shall comply with Executive Order No 11246 of September 24. 1965. as amended, 
snd regulations and relevant orders of the Secretary of Labor issued pursuant thereto Neither 
lessee nor lessee's subcontractors shall maintain segregated facilities 

Sec 11. Transfer of lease interests and relinquishment of lease —As required by regulations, 
lessee shall file with lessor any assignment or other transfer of an interest in this lease Lessee 
may relinquish this lease or any legal subdivision by filing in the proper office a written relin­
quishment, which shall be effective as of the date of filing, subject to the continued obligation 
of tbe lessee and surety to pay all accrued rentals and royalties 

Sec 12 Delivery of premises—At such time ss all or portions of this lease art returned to lessor, 
lessee shall place affected wells in condition for suspension or abandonment, reclaim tht land 
as specified by lessor and. within a reasonable penod of time, remove equipment and 
improvements not deemed necessary by lessor for preservation of producible wells. 

Sec 13 Proceedings in case of default—lf lessee fails to comply with any provisions of thu 
lease, and the noncompliance continues for 30 days after wnnen notice thereof, thu least shall 
be subject to cancellation Lessee shall also be subject to applicable provisions and penalties 
of FOGRMA (96 Stat 2447) However, if thu lease includes land known to contain valuable 
deposits of leased resources, il may be cancelled only by judicial proceedings Thu provision 
shall not be construed to prevent thc etercise by lessor of any other legal and equitable rtmedt 
including waiver of the default Any such remedy or waiver shall not prevent laser cancellation 
for Ihe same default occurring al any other time 

Sec 14 Heirs and successors us-inttresi-Each obligation of thu least shall extend to and be 
binding upon, sad every benefit hereof shall inure to the heirs, executors, adimnisirators. sue 
ccaeors. beneficiaries or assignees of the respective panics hereto 
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i ^ r ^ i r r ^ : C 1 9 7 4 OIL AND GAS LEASE 
THIS A G R E E M E N T , Entered into this the dsy of , 19 

between 

hereinsfter celled lessor, 

•nd . hereinsfter called lessee, doei witness: 

1. That lessor, for and in consideration of the sum of Dollars in hand paid and of the covenants and agreements 
hereinafter contained to be performed by the lessee, has this day granted, leased, and Itt and by these presents doei hereby grant, lease, and let exclu­
sively unto the lessee the hereinafter described land. atJaasssssssi__ta*̂  
at>faxf_^raa)_e_MB___a_aaV the purpose of carrying on geological, geophytical and other exploratory work, in­
cluding core drilling, and the drilling, mining, and operating for, producing, and saving all of the oil, gat, casinghead gas. casinghead gasoline and all other 
gases and their respective constituent vapors, and for constructing roads, laying pipe lines, building tanks, storing oil, building power stations, telephone 
lines and olher structures thereon necessary or convenient for the economical operation of said land alone or conjointly with neighboring lands, to 
produce, save, lake carr of. and manufacture all of such tubslancet, and for houaing and boarding employed, said tract of land with any reversionary 

rights therein being situated in the County of 

State of . and detcribed as follows: 

and containing. . acres, more or less. 

lt is agreed that this lease shall remain in full force for a term of years from this date, and as long thereafter as oil 
or gas. or either of them, is produced from said land (or from lands with which said land is consolidated) or the premises are being developed or operated. 

3. In consideration of the premises the said lessee covenants and agrees: 
To deliver to the credit of lessor, free of cost, in the pipe line to which lessee may connect hit wells, the equal one-eight (1/8) part of all oil 

produced and saved from the leased premises. 
4. The lessee shall monthly pay lessor as royalty on gas marketed from each well where gas only is found, one-eighth (1/8) of the proceeds if sold 

at the well, or if marketed bv lessee off the leased premises, then one-eighth (1/8) of its market value at the well. The lessee shall pay the lessor: (a) one-
eighth (1/8), of the proceeds received by the lessee from the sale of casinghead gas, produced from any oil well, (b) one-eighth (1 /B) of the value, at the 
mouth of the well, computed at the prevailing market price, of the casinghead gat, produced from any oil well and used by lessee off the leased premises 
for any purpose or used on the leased premises by the lessee for purposes other than the development and operation thereof. Lessor shall have the privil­
ege at his own risk and expense of using gas from any gas well on said land for stoves and inside lignts in tne principal dwelling located on the leased 
premises by making his own connections thereto. 

Where gas from a well or wells, capable of producing gas only, is not sold or used for a period of one year, lessee shall pay or tender as royalty , 
an amount equal to the delay rental as provided in paragraph (5) hereof, payable annually on the anniversary date of this lease following the end of each 
such year during which such gas it not sold or used, and while taid royalty is so paid or tendered this lease shall be held as a producing property under 
paragraph numbered two hereof. 

6. If operations for the drilling of a well for oil or gas are not commenced on said land on or before the day of , 

19 . this lease shall terminate as to both parties, unless the lessee shall on or before said date pay or tender to the lessor or for the lessor's credit in 

the. Bank a t . , or itt successors, which Bank and its 
successors are the lessor's agent and shall continue as the depository of any and all sums payable under this lease regardless of changes of ownership in 

said land or in the oil and gas or in the rentals to accrue hereunder, the sum of Dollars, which shall operate as 
a rental and cover the privilege of deferring the commencement of operations for drilling for a period of one year, ln like manner and upon like 
payments or tenders the commencement of operations for drilling may further be deferred for like periods successively. All payments or tenders may be 
made by check or draft of lessee or any assignee thereof, mailed or delivered on or before the rental paying date, either direct to lessor or assigns or to 
said depository bank, and it is understood and agreed that the consideration first recited herein, the down payment, covers nol only the privilege granted 
to the date when taid first rental is payable as aforesaid, but also the lessee's option of extending that period as aforesaid and any and all other rights 
conferred. Lessee may at any time execute and deliver to Lessor, or place of record, a release or releases covering any portion or portions of the above 
described premises and thereby surrender this lease at to such portion or portions and be relieved of all obligations as to the acreage surrendered, and 
thereafter thc rentals payable hereunder shall be reduced in the proportion that the acreage covered hereon is reduced by said release or releases. 

6. Should the first well drilled on the above described land be a dry hole, then, and in that event, if a second well is not commenced on said land 
within twelve months from expiration of the last rental period for which rental has been paid, this lease shall terminate as lo both parties, unless the 
lessee on or before the expiration of said twelve months shall resume the payment of rentals in the same amount and in the tame manner as hereinbefore 
provided. And il is agreed that upon thc resumption of the payment of rentals, as above provided, that the last preceding paragraph hereof, governing the 
payment of rentals and the effect thereof ahall continue in force jutt as though there had been no interruption in the rental payments. 

7. If said lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties and 
rentals herein provided shall be paid the lessor only in the proportion which his interest bears to the whole and undivided fee. However, such rental shall 
be increased at the next succeeding rental anniversary after any reversion occurs to cover the interest so acquired. 

8. The lessee shall have the right to use, free of cost, gas, oil and water found on said land for its operations thereon, except waler from the w ells 
of the lessor. When required by lessor, the lessee shall bury its pipe lines below plow depth and shall pay for damage caused by ils operations lo gro» in« 
crops on said land No well shall be drilled nearer than 200 feel to the house or barn now on said premises without written consent of the lessor. Lessee 
shall have the right at any time during, or after the expiration of, this lease to remove all machinery, fixtures, houses, buildings and other structures placed 
on said premises, including the right to draw and remove all casing. Lessee agrees, upon the completion of any lest as a dry hole or upon the abandonment 
of any producing well, to restore the premises to their original contour as near as practicable and to remove all installations within a reasonable time. 

9. If the estate of either party hereto is assigned (and the privilege of assigning in whole or in part is expressly allowed), the covenants hereof shall 
exiend to the heirs, devisees, executors, administrators, successors, and assigns, but no change of ownership in the land or in the rentals or royalties or any 
sum due under this lease shall be binding on the lessee until it has been furnished with either the original recorded instrument of conveyance or a duly 
certified copy thereof or a certified copy of the will of any deceased owner and of the probate thereof, or certified copy of the proceedings showing 
appointment of an administrator for the estate of any deceased owner, whichever is appropriate, together with all original recorded instruments of con­
veyance or duly certified copies thereof necessary in showing a complete chain of title back to lessor to the full interest claimed, and all advance pay­
ments of rentals made hereunder before receipt of said documents shall be binding on any direct or indirect assignee, grantee, devisee, administrator, 
executor, or heir of lessor. 

10. It it hereby agreed that in the event this lease shall be assigned as lo a part or as to parts of the above detcribed land and the holder or owner 
of any such part or parts shall make default in the payment of the proportionate part of the rent due from him or them, auch default shall not operate to 
defeat or affect this lease insofar at it covert a part of taid land upon which the lessee or any assignee hereof shall make due payment of said rentals. 

11. Lessor hereby warrants and agrees to defend the title to the land herein described and agrees that the lessee, at Its option, may pay and dis­
charge in whole or in part any taxes, mortgages, or olher liens existing, levied, or assessed on or against the above described lands and, in event il exercises 
such option, it shall be subrogated to the rights of any holder or holders thereof and may reimburse itself by applying to the discharge of any such mort­
gage, tax or other lien, any royalty or rentals accruing hereunder. 

12. Notwithstanding anything in this lease contained to the contrary, it is expressly agreed that if lessee shall commence operations for drilling at 
any time while this lease is in force, this lease shall remain in force and its terms shall continue so long as such operations are prosecuted and. if produc­
tion results therefrom, then as long as production continues. 

lf within the primary term of this lease, production on the leased premises shall cease from any cause, this lease shall not terminate provided 
operations for the drilling of a well shall be commenced before or on the next ensuing rental paying date: or. provided lessee begins or resumes the pay­
ment ol rentals in the manner and amount hereinbefore provided, lf, after Ihe expiration of ihe primary term of this lease, production on thc leased 
premises shall cease from any cause, this lease shall not terminate provided lessee resumes operations for re-working or drilling a well within sixty (60) 
days from such cessation and this lease shall remain in force during thc prosecution of such operations and, if production results thereform. then as long as 
production continues. 

i «L-tlu aboyr d«-
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or s interest, if any. in , _ , . _^„„ - - HftVprodttction to allocated 

fa nal (twttitWd in such unit in th* tawwetstaawc* aa though protttteed from thc above detcribed land under the trim* of this lease. 
14. this lease and all ils terms, conditions and stipulations shall extend to, and be binding on each of the pdrties who signs this lease, regardless of 

whether such lessor is named above anil regardless of whether it is signed by any of Ihe other parties herein named at lessors. This le.ise may be tigned in 
counterparts, each to have thc same effect as the original. 

IN WITNESS W I I I ' R K D F . sve sign the day and year first ali.ive written. 
Witnett: 
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No. 9S0CP-1 Rev. 1971. 

AGREEMENT, Made and entered into this 

OIL AND GAS LEASE 

day of . , by and between 

party of the firs! part, hereinafter called lessor, (whether one or more) and 
, party of ihe second part, hereinafter called lessee. 

WITNESSETH: That thc lessor for and in consideration of _ Dollars 
in hand paid, receipt of which is hereby acknowledged, of the royalties herein provided, and of the agreements of lessee herein contained, hereby grants, demises, 
leases and lets exclusively unto lessee for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil, gas, casinghead gas and 
other hydrocarbons and including all other products produced therefrom; laying pipe lines, building tanks, power stations, telephone lines and other structures 

thereon to produce, save, take care of, treal, transport, and own said products, and housing its employees, the following described land in 

County, State of . , to-wit: 

including all minerals liereinaoove" namea underlying takes, streams, roads, easements ana nghts-ot-way which traverse or aajoin said lands owned or claimed by 
lessor, or which may hereafter be established to be owned by lessor, and also in addition to the above described land and rights, any and all strips or parcels of land, 
other than those constituting regular governmental subdivisions, adjoining or contiguous to the above described land and owned or claimed by lessor, all of the 
foregoing land being hereinafter referred to as said Land ot leased premises. Tor the purpose of calculating the rental payments for which provision hereinafter is 

made, said land shall be treated as comprising . acres whether it actually 
comprises more or less. 

TO HAVE AND TO HOLD the same (subject to the other provisions herein contained) for a term of ten years from this date (called primary term) and as 
long thereafter as oil, gas, casinghead gas or olher hydrocarbons or either or any of them, is produced therefrom; or as much longer thereafter as the lessee in good 
faith shall conduct drilling operations or reworking operations thereon and should production result from such operations, this lease shall remain in full force and 
effect as long as oil, gas, casinghead gas or other hydrocarbons shall be produced therefrom. 

ln consideration of the premises it is hereby mutually agreed as follows: 
1. The lessee shall deliver to the credit of the lessor as royally, free of cost, in the pipe line to which lessee may connect its wells the equal one-eighth (1/8) 

part of all oil produced and saved from the leased premises, or lessee may from time to time at its option purchase any royalty oil in its possession, paying the 
market price thereof prevailing for oil of like grade and gravity in the field where produced on the date of purchase. 

2. The lessee shall pay lessor, as royalty, on gas, including casinghead gas or other gaseous substances, produced tram the toned premises and sold or used 
off the premises or used in the manufacture of gasoline or other products, the market value at the well of one-eighth of the gas sold or used, provided that on gu 
sold the royalty shall be one-eighth of the amount realized from such sale. The amount realized from the sale of gas shall be the price established by the gas sales 
contract entered into in good faith by lessee and a gas purchaser for such term and under such conditions as are customary in the industry. "Price" shall mean the 
net amount received by Lessee after giving effect to applicable regulatory orders and after application of any applicable price adjustments specified in such contract 
or regulatory orders. In the event Lessee compresses, treats, purifies, or dehydrates such gas (whether on or ofl the lessed premises) or transports gas off the leased 
premises, Lessee in computing royalty hereunder may deduct from such price a reasonable charge for each of such functions performed. If a well capable of 
producing gas or gas and gas-condensate or distillate in paying quantities located on the leased premises (or on acreage pooled with all or a portion of thc leased 
premises into a unit for Ihe drilling or operation of such well) is at any time shut-in and no gas or gas-condensate or distillate therefrom is sold ot used off the 
premises for the manufacture of gasoline or other products, nevertheless such shut-in well shall be deemed to be a well on the leased premises producing gas in 
paying quantities and this lease shall continue in force during all of the time or times while such well is so shut-in, whether before or after the expiration of the 
primary term hereof. Lessee shall use reasonable diligence to market gas or gas-condensate or distillate capable of being produced from such shut-in well but shall be 
under no obligation to market such products under terms, conditions or circumstances which, in lessee's judgment exercised in good faith, are unsatisfactory. Lessee 
shall be obligated to pay or tendei to lessor within 45 days after the expiration of each period of one year in length (annual period) during which such well is so 
shut-in, as royalty, an amount equal to annual delay rental herein provided applicable to the interest of lessor in acreage embraced in this lease as of the end of such 
annual period; provided that if gas or gas-condensate or distallate from such well is sold or used as aforesaid before the end of such annual period, or if, at the end pf 
aich annual period, this lease is being maintained in force and effect otherwise than by reason of such shut-in well, lessee shall not be obligated to'pay or tender, for 
that particular annual period, said sum of money. Such payment shall be deemed a royalty under all provisions of this lease. Such payment may be made or 
tendered to lessor or to lessor's credit in the designated depository bank in the manner prescribed for the payment of delay rentals. Royalty ownership as of the last 
dav of each such annual period as shown by lessee's records shall govern the determination of the party or parties entitled to receive such payment. 

3. 11 operations tor the drilling of a well for oil or gas are not commenced on'safd land on or before one year from this date, this lease shall terminate as to 

both parties, unless the lessee shall, on or before one year from this date, pay or lender to the lessor or for the lessor's credit in 
Bank at , or its successor or successors, which 

bank and its successors are lessor's agents and which shall continue as the depository regardless of changes in the ownership of the land or in the oil or gas or the 
rentals to accrue hereunder, the sum of Dollars which 
shall operate as a rental and cover the privilege of deferring the commencement of operations for the drilling of a well for a period of one year. In like manner and 
upon payments or tenders, the commencement of operations for the drilling of a well may be further deferred for like periods successively during the primary term 
of this lease. And it is understood and agreed that the consideration first recited herein, the down payment, covers not only the privileges granted to the date when 
said rental is payable as aforesaid, but also the lessee's option of extending that period as aforesaid, and any and all other rights conferred. All payments or tenders 
may be made by check, or draft, of lessee or any assignee thereof, mailed or delivered on or before the rental paying date. Lessee may at any time execute and 
deliver to lessor 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 herein is reduced by said release or releases. 

4. it prior to discovery ol oil or gas on said premises Lessee should drill a dry hose or holes tnereon, or it alter discovery of oil or gas all wells thereon should 
become incapable of producing for any cause, this lease shall not terminate if lessee commences operations for additional drilling or for reworking within sixty (60) 
days thereafter or (if it be within the primary term) commences or resumes the payment or tender of rentals on or before the rental paying date next ensuing after 
the expiration of sixty (60) days from date of completion of dry hole or cessation of production. If at the expiration of the primary term there is no well upon the 
leased premises capable of producing oil, gas, casinghead gas or other hydrocarbons, but lessee has commenced operations for drilling or reworking thereon, the 
lease shall remain in force so long as operations are prosecuted with no cessation of more than sixty (60) days, whether such operations be on the same well or on a 
different or additional well or wells, and if they result in the production of oil, gas, casinghead gas or other hydrocarbons, so long thereafter as oil, gas, casinghead 
gas or other hydrocarbons or either or any of them is produced from the leased premises. 

5. If said lessor owns a less interest in the above described land than the entire and undivided fee simple estate herein, then the royalties and rentals herein 
provided for shall be paid the lessor only in the proportion which his interest bears to the whole and undivided fee. 

6. Lessee shall have the free use of oil, gas, casinghead gas and water (regardless of the source) from said land, except water from lessor's wells, for all 
operations hereunder, and the royalty on oil, gas and casinghead gas shall be computed after deducting any so used. 

When requested by lessor, lessee shall bury his pipe lines below plow depth. 
No well shall be drilled nearer than 200 feet (o the house or barn now on said premises, without the written consent of the lessor. 
Lessee shall pay for damages caused by its operations to growing crops on said land. 
Lessee shall have (he right at any time (but not the obligation) to remove all improvements, machinery, and fixtures placed or erected by lessee on said 

premises, including the right to pull and remove casings. 
7. The rights of either party hereunder may be assigned in whole or in part, and the provisions hereof shall extend to the heirs, executors, administrators, 

successors and assigns of the parties hereto. Not withstanding any actual or constructive knowledge of or notice to lessee, no change or division in the ownership of 
the lands, royalties, or rentals, however accomplished, shall be binding upon the lessee (except at lessee's option in any particular case), until sixty (60) days aftei 
lessee shall have been furnished with the original, a copy certified by the official recorder of the county where the land or some part thereof is located, or a 
photostat of the recorded instrument or instruments evidencing the change or transfer, including any intermediate transfer from the lessor or his assigns not 
theretofore furnished to lessee, ana such change or transfer shall not affect any payments made prior to said date whether or not due. In case of death of any person 
entitled to receive royalties or rentals, the evidence of change in ownership shall consist of letters of administration or final decree of distribution of the estate ol 
the decedent issued by a court of competenl jurisdiction of the decedent's estate including his interest in thc lands above described. Lessee may until such date 
continue lo pay such royalties and rentals as if such change or transfer had not been made, or may pay the same according to the interests of record as disclosed by 
the last certification of an abstract in lessee's possession subsequent to the date of the lease, or at lessee's option, may suspend the payment thereof until sixty (60) 
days after such evidence is received. No change or division in the ownership of thc land, royalties, or rentals shall operate to enlarge the obligations or diminish the 
rights of the lessee. No division of royalties shall be made effective except al thc end of a calendar month. If the ownership of royalties becomes changed into 
separate divided portions of said land and thc owner of any such royalty desires separate gauges for production from such separate tracts, he shall request the lessee 
to set separate measuring and receiving tanks and pay to thc lessee in advance the lessee's estimated cost of procuring and setting such tanks and making the 
connections therefore; and unless and until such is done, lessee may pay such royalties to thc separate owners jointly or may suspend payment until such time as 
said separate owners shall agree in writing upon an apportionment of such royalties and furnish lessee with the original agreement, ln event of assignment of this 
lease as to a segregated portion or portions of said land, all rentals payable hereunder shall be apportionablc as between the several leasehold owners ratably 
according to the surface area of each, and default in rental payment by one shall not affect the rights of other leasehold owners hereunder. The acreage included in 
any assignment as recited (herein in good faith shall be conclusive for thc purpose of payment of rentals. Whether or not this lease be owned by one party or by two 
or more different parties, production under the terms of this lease, or drilling or reworking operations on any portion of the land above described, shall keep this 
lease in effect upon :tll llie land herein leased. Thc lessee shall not be liable for (he failure of jny subsequent owner of this lease, in whole or in part, to perform the 
terms, conditions ,md obligations of this lease, express or implied. Offsetting shall never be required to protect one portion of the leased premises against drainage 
through a well or wells on .molher portion of thc leased premises. If six or more parties become entitled to royally hereunder, lessee may withhold payment thereof 
unless and until liuuisjicd with iticcprdablc mslrumcnl cxecuted by al! such parlies designating a trustee to receive payment for all. 

_ _ I « s " *^JS__r_l | j jP_^^ apner-l area by entering . 
iayirj a; c*tVfWS(ivc tH i i i ~ ~ 
Jtt igitnii-iU; any Mt^h plan or i 

aatw'' . . . . _ _ _ _ _ _ _ 
rany 

f try _rid^ptatt, 

drilling; ekipiucnt requiremeri 

l cooperative tw tmit frtstn i _ 
i thc rw<^i<.'N^-»£t>>*^ 

ccd f r jw | jMUMtte the royalty payments to be made hereunder to lessor 
c t " ^ t x r [ ^ m m s n onfy at to »nWJjTctI. Lfisw _Gaji»ttallk excess, kww' i y f o p L M ^ m / cooperative or unit plan of development or operation 

rmset arid approved by any germ omental agency by executing the same upon request orlessee. 



10. In the interest of conservation, the protection of reservoir pressures and recovery of the greatest ultimate yield of oil and/or gas, lessee shall have the 
right to combine the leased premises with other premises in the same general area for the purpose of operating and maintaining repressuring and recycling facilities, 
and for such purpose may locate such facilities, including input wells, upon the leased premises, and no royalties shall be payable hereunder upon any gas used for 
repressuring and recycling operations benefiting the leased premises. 

11. Lessor hereby warrants and agrees to defend the title to the land herein described and agrees that the lessee, at its option, may pay and discharge any 
taxes, mortgage, or other liens existing, levied, or assessed on or against the above described lands and, in event it exercises such option, it shall be subrogated to the 
rights of any holder or holders thereof and may reimburse itself by applying to the discharge of any such mortgage, tax or other lien, any royalty or rentals accruing 
hereunder. 

12. In the event lessor considers that lessee has not complied with all its obligations hereunder, both express and implied, lessor shall notify lessee in writing, 
setting out specifically in what respects lessee has breached this contract. Lessee shall then have sixty (60) days after receipt of said notice within which to meet or 
commence to meet all 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 Ihe lapse of sixty (60) days after service of such notice on lessee. Neither the service of said notice nor the 
doing of any acts by lessee aimed to meet all or any of the alleged breaches shall be deemed an admission or presumption that lessee has failed to perform all its 
obligations hereunder. 

13. All express and implied covenants of this lease shall be subject to all federal and state laws, executive orders, rules and regulations, and this lease shall not 
be terminated, in whole or in part, nor lessee held liable in damage for failure to comply therewith if compliance is prevented by, or if such failure is the result of, 
any such law, order, rule or regulation, or if such compliance is prevented by or failure is thc result of inability of lessee through no fault of its own, to obtain 
sufficient and satisfactory material and equipment to justify the commencement of drilling operations or to continue production of oil or gas from the leased 
nremises 

14. I nis lease ana all its terms, conditions, and stipulations shall extend to and be binding on all successors of said lessor or lessee. 
15. With respect to and for thc purpose of this lease, lessor, and each of them if there be mote than one, hereby release and waive the right of homestead. 
16. This lease shall be binding upon each party who executes it without regard to whether it is executed by all those named herein as lessors. 
WHI REOI- witness our hands as of the day and year first above written. 

_S.S.#_ ~S. S.#_ 

-S.S.#_ -S. S.#-

COLORAOO AND WYOMING INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY OF 

The foregoing iDttrument waa acknowledged before me this.. ~day of- 19-

Witness my band and oliacial seal. 

Notary Public 

My commitiioo expires i 
Place oi Retidtnot 

UTAH INDIVIDUAL ACKNOWLEDGMENT 

STATE OF 

COUNTY O F . 
On tht; -day of- 19 , personally appeared before tne. 

the signer of the above instrument, who duly aclmowledged to me that he cxtxoted the same. 

Notary PiioSc 

My commission expires: 
Plaoa oi 
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PRODUCERS as 
- O 6 4 0 
M V J . S t 

OIL AND GAS LEASE 

A G R E E M E N T Made and entered into the . 

by and between -

. day of ... 19.. 

whose mail ing address is , _ , hereinafter called 

Lessor [whether one or more) , and - _ _ 

- - - . , hereinafter called Lcuee; 

1. W I T N E S S E T H : That the said lessor, for and in consideration of _ Dollars, 

cash in hand paid, the receipt of which is hereby acknowledged, and of the covenants and agreements hereinafter contained on part of lessee to be paid, kept and performed, 
has granted, demised, leased and let and by these presents does grant, demise, lease and let unto the said lessee fo r the sole and only purpose of exploring by geophysical 
and other method. , mining and operating for o i l and gas, and of laying of pipe lines, and of bu i ld ing tanks, power stations and structures thereon to produce, save and take 

care of said products, all that certain tract of land situated in the County of , State of , 

described as follows, to -wi t : _ _ 

of Section Township Range . and containing , acres, more or less. 

2. I t is agreed that t t m lease shall remain in force for a term of years f r o m this date, and as long thereafter as oi l or gas or either of them is produced f rom 
said land, or f rom lands w i t h which said land is pooled therewith, by lessee. 

3. I n consideration of the premises the said lessee covenants and agrees: 

( a ) T u deliver to the credit of lessor, free of cost i n the pipe line to which lessee may connect his wells, the equal one-eighth part of all oi l produced and saved f r o m the 
leased premises, or at the lessee's option, may pay to the lessor for such one-eighth royalty, the market price for oi l of like grade and gravity prevailing on the day such oi l 
is run into the pipe line or into storage tanks. 

<b) To pay lessor for gas of whatsoever nature or k ind produced and sold, or used o f f the premises, or used in the manufacture of any products therefrom, one-eighth, 
at the marke reprice at ihe well for the gas sold, used off the premises, or in thc manufacture of products therefrom. 

( c ) U a gas w i l l capable of producing gas only and located on the above described lands or on lands wi th which the above described lands or a portion thereof are 
pooled or umtwed is, at any time, shut in and no gas therefrom is sold or used off of the above described lands, or in the manufacture of natural gasoline or other products, 
nevertheless such s h u t m gas well shall, under all the provisions of this lease, be deemed to be a we l l on the above described lands producing gas in paying quantities and t h u 
lease shall t o i i f j i i u i - in force during alt the time nr times while such well is so shut i n , whether before or after the expiration of the primary term. Lessee shall use reasonable 
diligence to i r w k r t th* gas capable of being produced f rom any such shut-in gas wel l , but shall be under no obligation to market such gas under terms, conditions or circum­
stances which , in Lessee's judgment, exercised in good f a i th , are not for the best interests of both Lessor and Lessee. 

The term "stated dnte" as used in this paragraph .ha l l mean any rental paying date of this lease or any subsequent anniversary thereof i f there be a rental paying date, 
bvtt tf nu rental paying Utile is specified in this lease, then "stated date" shall mean any anniversary dale of this lease. I f on any such stated date there be on the above de­
scribed lands or on lands wi th which the above described lands or portion thereof are pooled or unitized, one or more such gas wells capable of producing gas only, and no 
gas has been sold o. so med f rom any of such gas wells at any lime dur ing the twelve months period ending w i t h such stated date. Lessee shall, before the expiration of 
sixty ( 6 0 ) d.n* ..iter smh stated date, pay or tender to each owner of the right to receive royalty on the gas produced f r o m any part of the above described lands cohered 
by this lease un such stated date at each such owner's address as last known to Lessee, or to the credit of each such owner in the depository bank named herein, in the man­
ner provided herein for payment of delay rentals, a shut-in gas royalty for such period, which shut-in gas royalty shall be determined as fol lows; 

Thc lot id amount of shut-in pas royalty payable to all such owners shall he determined by mul t ip ly ing One Dollar ($1 .00) by the total number of acres of land covered 
hy -.aid lea'.e on such stated dale, and each such owner shall receive that part thereof which is in the proportion that his royalty acreage interest in said land bears to the 
total number of acre-, of land covered by such lease on such slated date. Provided, however, that if on such stated date this lease is being maintained in force and effect 
otherwise than by reason ot any such shut-tn gas well or shut-in gas wells, Lessee shall not he obliged to pay or tender any snch sum of money as shut-in gas royalty. 
Thc language "a gas well cap.ihle of producing gas on ly" , as used in this Section 3 ( c ) shall mean and include a well capable of producing natural gas only or a well 
capable of producing natural gas and-or condensate, or distillate, or a well classified as a gas well by any governmental authority or any well in which the gas-oil ratio 
is sn high that a gnsernmental authority w i l l not permit l i qu id hydrocarbons to be produced therefrom unless the gas is marketed. 

4. I f operations for thc d r i l l i ng of a well for oi l or gas are not commenced or i f there is no o i l or gas being produced on said land or on acreage pooled therewith as 
hereinafter provided on or before one year f rom the date hereof, this lease shall terminate as to both parties, unless the lessee on or before that date shall pay or tender 

Bank a t . to the lessor or to thc lessor's credit in the 

or its succcssois, which shall continue as the depository for rental regardless of changes in the ownership of said land, the sum o f . 

- D O L L A R S 

(S ) which shall operate as a rental and cover the privilege of deferring the commencement of operations for dr i l l ing of a well for twelve 
months f rom said date. I n like manner and upon like payments or tenders the commencement of operations for dr i l l ing of a well may be further deferred for like periods 
of the .same number of months successively. A l l payments or tenders may be made by check or draf t of lessee or any assignee thereof, mailed or delivered on or before the 
rental paying date. It is understood and agreed that the consideration first recited herein, the down payment, covers not only the privilege granted to the date when said 
first rent.il i% pas able as aforesaid, hut also the lessee's right of extending that period as aforesaid, and any and al l other rights conferred- Should the depository bank 
hereafter close without a successor, lessee or its assigns may deposit rentals or royalties in any National bank located in the same county wi th the first named bank, due 
notice of such deposit to be mailed to lessor at last known address. 

5. W i t h respect to the payment of and the right to receive delay rentals and royalties ( inc luding shut-in gas royalties), i t is agreed that the tennination of a l i fe estate, 
temt mineral interest or other precedent estate whereby the Lessor shall come into possession or use of an interest in said land shall, subject to all the provisions of this 
lease, hecome effective f r o m and after the date when such Lessor shall have furnished satisfactory evidence to Lessee showing the termination of such l i fe estate, term 
mineral interest or other precedent estate, but for alt other puropses this lease shall cover such interest as and when the Lessor shall so come into the possession or use of i t . 

frcirlt 
r-fcr* 'fn dar total" 

tyiiMrtatww unless 
7. If prior to discovery of oil or gas on said land, or on acreage pooled therewith, lessee should d r i l l a dry hole or holes thereon, or i f after discovery of oi l or gas produc­
tion thereafter should cease for any cause, this lease shall not terminate i f lessee commences additional d r i l l i ng or reworking operations wi th in sixty ( 6 0 ) days thereafter, 
or ( i f it he wi th in the primary term) commences or resumes the payment or tender of rental on or before the rental-paying date next ensuing after the expiration of three 
( 1 ) months f r o m the date of completion of a dry hole or cessation of production. I f nt the expiration of the pnmarv term o i l or gas is not being produced on said land, ur 
on acreage pooled therewith, hut lessee is then engaged i n d r i l l i n g or reworking operations thereon, this lease shall remain i n effect so long as operations are prosecuted, 
cither nn the smrif well or anv other well thereafter commenced, w i t h no cessation of more than sixty ( 6 0 ) consecutive days, and i f they result in the production of oi l 
nr pas. this lease shall remain in effect so long thereafter as such production continues. 

8. f f said lessor owns a less interest in the above-described land than the entire and undivided fee simple estate therein, then the royalties and rentals herein provided shall 
he p.-iid the lessor nnlv in proportion which his interest hears to the whole and undivided fee. Any interest in the production f r o m thc lands herein described to which the 
interest of lessor may be subject shall he deducted f r o m the royalty herein reserved. 

9. Lessee shall have the right to use. free of cost, gas, o i l and water produced on said land for lessee's operation thereon, except water f r o m the wells of lessor. 

When requested by lessor, lessee shall bury lessee's pipe lines below plow depth. 

Xo well shall be dr i l led nearer than 200 feet to the house or bam now on said premises wi thout wri t ten consent of lessor. 

Lessee shall pay for damages caused by lessee's operations to growing crops on said land. 

Lessee shall have the right at any t ime to remove al l machinery and fixtures placed on said premises, including the right to draw and remove casing. 

10. H the estate of either party hereto is assigned—and the privilege of assigning in whole or in part is expressly a l lowed- the covenants hereof shall extend to their heirs, 
executors, administrators, successors or assigns, but no change in the ownership of the land, or assignments of rental or royalties shall be binding on the lessee unti l after 
the lessee has been furnished w i t h cer t i f ied copies of muniments of t i t le deraigning t i t le f rom lessor; and it is hereby agreed that in the event this lease shall he assigned 
as to a part or as to parts of the above described lands and the assignee or assignees of such part or parts shall fa i l or make default in the payment of the proportinnate 

f>art of the rents due f r o m h im or them, such default shall not operate to defeat or affect this lease in so far ns it covers a part or parts of said lands upon which the said 
esset or any assignee thereof shall make due payment of said rental- l a case lessee assigns this lease, in whole or in part, lessee shall be relieved of all obligations wi th 

respect to the assigned portion or portions arising subsequent to the date of assignment. I n the event of death of any person entitled to rentals hereunder, lessee ma, 
or tender such rentals tn the credit nf Ihe deceased or the estate of the deceased unt i l such time as lessee is furnished wi th proper evidence of the appointment and quali­
fication of an executor or administrator of the estate, or i f there be none, then un t i l lessee is furnished w i t h evidence satisfactory to it as to the heirs or devisees of the 
deceased. I f at any time two or more persons be entitled to participate in the rental payable hereunder. Lessee may pay or tender said rental jointy to such persons or to 
their joint credit in the depository named herein; or, at Lessee's election, the proportionate part of said rentals to which each participant is entitled may be paid or ten­
dered lo h im separately or to his separate credit in said depository; and payment or tender to any participant of his portion of the rentals hereunder shall maintain this 
lease as to such participant 

11 Lessee may, at any time, and f r o m t ime to t ime, execute and deliver to Lessor or place of record a release or releases covering either a f u l l interest or an undivided 
interest in all or anv part of the leased premises or in any one or more zones, formations or depths underlying all or any part of the leased premises and thereupon shall 
he relieved of all obligations thereafter to accrue w i t h respect to the area, zones, formations, depths or undivided interests covered by such release, l n the event of a re­
lease of this lease as to all rijihts in only a part of the area embraced in the leased premises, or as to an undivided interest in all formations in all oi .4 part of the leased 
piemises, thereafter thc delay rentals hereinabove provided for shall he reduced proportionately. 

12. When d r i l l i ng , production or other operations are delayed, interrupted or stopped hy lack of water, labor, materia), inabili ty to obtain access to leased premises, f i re , 
flood, war. rebellion, msuirei t ton. riot, strike, differences w i t h workmen, fiu'lure of carriers to transport or furnish facilities for transportation of any product produced here­
under, lack of available or satisfactory market, in Lessee's opinion, for tho oi l or gas produced, or as a result of nn order of any governmental agencv, ( including but not 
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limited to orders restricting production) or as a result of any cause beyond the control of Lessee, the time of such delay, interruption or stoppage shall not be counted against 
the Lessee under any provision of Ihis lease, and this lease shall not terminate by reason of any such delay, interruption or stoppage, and the period of such delay, inter­
ruption or stoppage shall he added to the term of this lease. 
13. Lessor hereby warrants and agrees to defend the title to the land herein descrihed, and agree; that the Lessee, at its option, may pay and discharge any taxes, mortgages, 
or other liens existing, levied or assessed on or against the above described land* and, in the event it exercises such option, it shall be subrogated to the rights of any 
holder or holders thereof and, in addition to its other rights, may reimburse itself hy applying to the discharge of any such mortgage, tax or other lien, any royalty or rentals 
accruing hereunder. The undersigned lessors, for themselves and their heirs, successors and assigns, hereby surrender and release all right of dower and homestead in the 
premises described herein, in so far as said right of dower and homestead may in any way affect the purposes for which tl i i i leue is made, as recited herein. 

IN WITNESS WHEREOF, the undersigned execute this instrument as of the day and year first above written. 

ACKNOWLEDGMENT FOR NATURAL PERSONS 
(For use in Arizona, Colorado, Idaho, Kansas, Montana, Nebraska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon, Sooth Dakota, Utah, Washington and Wyoming) 

STATE OF 

COUNTY OF 

I, rhe undersigned Notary Public, do hereby certify that on the day of _ , 19 , 

personally and in person appeared 

and 
his/her wife/husband, the signer... of the above instrument, and personally known to me to be the person. ... described in and who executed the foregoing 
instrument and whose name ... is/are subscribed thereto and duly acknowledged to me that freely and voluntarily signed, sealed, executed 
and delivered the same as free and voluntary act and deed for the uses and purposes therein specified and set forth. 

Given under my hand and official Notarial seal this day of— , 19 

My commission expires: Notary Public, whose place of residence is 

(For use in Arizona, Colorado, Idaho, Kansas, Montana, Nebraska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon, South Dakota, Utah, Washington and Wyoming) 

STATE OF 

COUNTY OF 

1, the undersigned Notary Public, do hereby certify that on the day of _ , 19 , 

personally and in person appeared 

and _ 
his/her wife/husband, the signer ... of the above instrument, and personally known to me to be the person ... described in and who executed the foregoing 
instrument and whose name ... is/are subscribed thereto and duly acknowledged to me that freely and voluntarily signed, sealed, executed 
and delivered the same as free and voluntary act and deed for the uses and purposes therein specified and set forth. 

Given under my hand and official Notarial seal this day of , 19 

My commission expires: Notary Public, whose place of residence is 
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CORPORATION FORM ACKNOWLEDGMENT 

I-
(For use in Arizona, Colorado, Idaho, Kansas, Montana, Nebraska, Nevada, New Mexico, North Dakota, Oklahoma, Oregon, South Dakota, Utah, Washington and Wyoming) 

STATE OF 

COUNTY OF 

I, the undersigned Notary Public, do hereby certify that on the . day of , 19 , 

before me personally appeared 

to me known to be the identical person who is described in and who subscribed the name of the maker thereof to the foregoing instrument as its 

President, and to me personally known to be the President of the corporation that executed the 
above and foregoing instrument on behalf of said corporation and who being by me duly sworn upon oath did say that he was authorized to execute said 

instrument and did say that he is the President of -
said corporation, and that he is acquainted with the seal of said corporation and the seal affixed to said instrument is the corporate seal of said corporation 
and that said instrument was signed and sealed on and in behalf of said corporation by authority of its Board of Directors and the signatures to said instru­
ment were made by the officers of said corporation on said instrument as indicated thereon, and acknowledged to me that said corporation executed said in­
strument freely and voluntarily, and said 

, to me and before me duly acknowledged said instrument to be his own free 
and voluntary act and deed, and to me and before me duly acknowledged said instrument to be the free and voluntary act and deed of said corporation, 
which executed and delivered the same for the uses and purposes therein specified and set forth. 

Given under my hand and official Notarial seal this day of.. 19 

My commission expires: Notary Public, whose place of residence is 
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FOR*/: Producers 88 Revised 
BMG, 1963 OIL AND GAS LEASE (Previsions fer Pooling & Uni t izat ion 

in Federal Units) 

THIS AGREEMENT. Entered Into this the day of . _ _ . 19. 

between -

. hereinafter called lessor, 

hereinafter called lessee, does witness: 

1. That lessor, for rnd ln consideration of the sura of D:;lir.rs in br.nd paid and of the covenants and agreements hereinafter con­
tained to be performed by the lessee, has this day granted, leased, and let .".nd !->y those presents does hereby gr-.nt, lease, and let exclusively unto trie 
lessee the hereinafter descrlbsd le.nd,'&&P*mr°BK^F!tm+* tiUWW- MMM or *m? r*r« mmal srtttr **hmi nil and • •• !•—»• m km «ll mr «n» part vTfta ' 
Imm^'tBmiWW^^^f^^^^fnfKmimm'^mmttft^, for tlie purpose of carrying on geological, Geophysical and other exploratory work, Including core dril l­
ing, and the drilling, mining, and operating for, producing, and saving all of tha oil. ens casinghead gas, casinghead gasoline and all other gases and 
their respective constituent vapors, and for constructing roads, laying pipe llne.j, building tanks, rtoring oil, building powers, stations, telephone lines 
and other structures thereon necessary or convenient for the economical operation of said '.ar.d alone or conjointly with neighboring lands, to produce, 
save, tate care of, and manufacture all of such substances, and for housing and boarding employees, said tract of land with any reversionary rights 

therein being situated ln the County of . , State o:' nni described fc'.lovs: 

; . . — . , and containing acres, more or less. 
2. This lease shall remain ln force for a terra of . years and as long thereafter as oil, gas. casinghead ga--,, casinghead gasoline 

or any of the products covered by this lease ls or can be produced. 
3. The lessee shall deliver to lessor as royalty, free of co,-.t, on tho le.i-e, or into the pipe line to which lessee mr.y connect its wells the ec!u?l one-

eighth part of all oil produced and saved from the leased premises, or at the lessee's option may pay to the lessor for such one-eighth royalty the 
market price for oil of like grade and gravity prevailing on thc day such oil is run Into the pipe line or into storage taii):s. 

4. The lessee shall monthly pay lessor as royalty on gas marketed from each well where gas only Is f.-unrt. one-eighth (Vi) o'. t"-.e proceeds if sold 
at the well, or lf marketed by lessee off the leased premises, then one-eighth (Vs) of its market value st the v/ell. The lessee shall pay tho lescor: (a) 
one-eighth (Ve). of the proceeds received by the lessee from ths sale of casinghead gas, prodttced from any oil well: (b) one-cljhth (Vo) of the value, 
at the mouth of the well, computed at the prevailing market price, of the casinghead gas, produced from any oil well and used by lessee oif the leased 
premises for any purpose or used on the leased premises by Iho lessee for purposes other than the development and operation thereof. Lessor shall 
have the privilege at his own risk and expense or tising gas from any gas well on said land for stoves f.r.d Inside lights in the principal dwelling 
located on the leased premises by making his own connections thereto. 

Where gcs from a v/ell or wells, capable of producing gas only, ls not sold or used for a period of one year, lessee shnll pay or tender as royalty, 
an amount equal to the delay rental as provided in paragraph (5) hereof, payable annually at the end of each year during which such gas ls not sold 
or used, and while said royalty ls so paid or tendered this lease shall be held as a producing property under paragrai-h numbered two hereof. 

5. If operations for the drilling of a well for oil or ra.? are not commenced on said land on or before one year from this date, tht i lease shall termi­
nate as to both parties, unless the lessee shall, on or before one year from this date, pay or tender to the lessor or for the lessor's credit in thc 

. Bank at , or 
Its successors, which bank and its successors are the lessor's agent and shall continue as the depository of any and all suras payable under this 
lease, regardless of changes of ownership ln said land or in the oil and gas, or in the rentals to accrue thereunder, the sum of 

_— . _ Dollars ($—_ _ ) which shall operate as 
rental and cover the privilege of deferring the commencement of drilling operations for a period of one year. In like manner and upon like payments or 
tenders, the commencement of drilling operations may be further deferred for like periods successively. .".11 payments or tenders may be made bv check 
or draft of lessee or any assignee thereof, mailed or delivered on or before the rental paying date. Notwithstanding the death of the lessor, or his suc­
cessor ln interest, the payment or tender of rentals ln the manner provided above shall be binding on the heirs, devisees, executors, and administrators 
of such person. 

6. In case said lessor owns a less Interest ln the above described land than the entire and undivided fee simple estate therein then thc royalties 
and rentals herein provided for shall be paid the said lessor only ln thc proportion which his inter-2;t bop.rs to the whole and undivided fee. However, 
such rental shall be increased at thc next succeeding rental anniversary after any reversion occurs to cover the Interest so acquired. 

7. I f at any time prior to the discovery of oil or gas on this land and during the term of this leaee. the lessee shall drill a dry hole, cr holes on this 
land, this lease shall not terminate, provided operations for the drilling of a well shall be commenced by the next ensuing rental paving date, or pro­
vided the lessee begins or resumes the payment of rentals in the manner and amount hereinabove provided, and ln this event the preceding para­
graphs hereof governing the payment of rentals and the manner and effect thereof shall continue in force. 

8. The lessee shall have the right to use, free of cost, ga3, oil and water found on said land for its operations thereon, except water from thc wells 
of the lessor. When required by lessor, the lessee shall bury Its pipe lines below plow depth and shal! pay for damage caused by Its operations to 
growing crops on said land. No well shall be drilled nearer than 200 fect to the house or barn now on said premises without written consent of the 
lessor. Lessee shall have the right at any time during, or after the expiration of, this lease to remove all machinery, fixtures, houses, buildings and other 
structures placed on said premises, Including the right to draw and remove all casing, but lessee shall be under no obligation to do so, nor shall lessee 
be under any obligation to restore the surface to Its original condition, where any alterations or changes were due to operations reasonably necessary 
under this lease. 

9. I f the estate of either party hereto ls assigned (and the privilege of asMxning in whole or ln part is expressly allowed), the covenants hereof 
shall extend to the heirs, devisees, executors, administrators, successors, and assign, but no change of ownerhip in the land or in the rentals or royalties 
or any sum due under this lease shall be binding on the lessee until i t has teen furnished with either the original recorded Instrument of conveyance 
or a duly certified copy thereof or a certified copy of the will of any deceased owner and of the probate thereof, or certified copy of the proceedings show­
ing appointment of an administrator for the estate of any deceased owner, whichever ls appropriate, together with all original recorded instruments of 
conveyance or duly certified copies thereof necessary ln snowing a complete chain of title back to lessor to the fu l l Interest claimed, and all advance 
payments of rentals made hereunder before receipt of said documents shall be binding on any direct or indirect assignee, grantee, devisee, adminis­
trator, executor, or heir of lessor. 

10. I f the leased premises are now or shall hereafter be owned In severally or In separate tracts, the premises nevertheless shall be developed and 
operated as one lease, and all royalties accruing her under shall be treated ns an entirety and shall le divided among and paid to such separate owners 
ln the proportion that the acreage owned by each separate owner bears to the entire leased acreage. There shall be no obligation on the part of the 
lessee to offset wells on separate tracts into which the land covered by this lease may be hereafter divided by sale, devise, descent or otherwise or to 
furnish separate measuring or receiving tanks. I t Is hereby agreed that ln tin event this lease rhall be essh-ned as to a part or an to parts of the above 
described land and the holder or owner of any such part or parts shall make default ln the payment of the proportionate part of the rent due from him 
or them, such default shall not operate to defeat or affect this lea.5e Insofar as it coders a part of said land upon which the lessee or any assignee hereof 
shall make due payment of said rentals. 

11. Lessor hereby warrants and agrees to defend the title to the land herein ('escribed nnd agrees that the lessee, nt Its option, may pay and dis­
charge In whole or ln part any taxes, mortgages, or other liens existing, levied, or assessed on or against the above described lands and, In event H 
exercises such option, it shall be subrogated to the rights of any holder or holders thereof and may reimburse Itself by applying to the discharge of any 
such mortgage, tax or other lien, any royalty or rentals accruing hereunder. 

12. Notwithstanding anything ln this lease contained to the contrary, tt is expressly agrcpd that tf lessee shall commence operations for drilling at 
any time while this lease ls ln force, this lease shall remain ln force and Its terms shall continue so long as such operations are prosecuted and, l f pro­
duction results therefrom, then as long thereafter as oil. gas, casinsherd gar>, cesbighead gasoline or any of the products covered by this lease ls or 
can be produced. 

13. I f within the primary term of this lease, production on the leased premises shall cease from any catise, this lease shall not terminate provided 
operations for the drilling of a well rhall be commenced before or on the n"xt ensuing rental paying date; or, provided lessee begins or resumes the pay­
ment of rentals ln the manner and amount hereinbefore provided. I f . after the expiration of the primary term of this lease, production on the leased 
premises shall cease from any cause, this lease shall not terminate provided lerrjee resumes operations for drilling or reworking a well within sixty (60) 
days from such cessation, and this lease shall remain ln force during tiie prosecution of such operations and, lf production results therefrom, then 
as long as production continues. 

14. Lessee may at any time surrender or cancel this lease ln whole or In part by delivering cr mailing such release to the lessor, or by placing same 
of record in the proper countv. In case said lease ls surrendered and cancelled a3 to only a portion of thc acreage covered therebv, then all payments 
and liabilities thereafter accruing under thc terms of said lease as to the portion canceled shall cease and determine and any rentals thereafter paid 
may be apportioned on an acree.ge basis, but as to the portion of the acreage not released the terms and provisions of this lease shall continue and re­
main In fu l l force and effect for all purposes. 

15. All provisions hereof, express or Implied, shall be subject to all federal and state l?.ws and the orders, rules, or regulations (and Interpretations 
thereof) of all governmental agencies administering the same, and thb leare shall not be ln any way terrr.lnaled wholly or partially nor shall the lessee 
be liable In damages for failure to comply with any of thc express or Implied provisions hereof if such failure accords'with any such laws, orders, rules 
or regulations (or Interpretations thereof). I f lessee should be prevented during thc last six months of the primary term hereof from drilling a well 
hereunder by the order of any constituted authority having Jurisdiction thereover, or if lessee should bs unable during said period to drill a well here­
under due to equipment necessary ln the drilling thereof n:it be!m? available on account of any cause, the primary term of this lease shall continue until 
six months after said order ls suspended and/or said equipment is available, but the lessee shall pay delay rentals herein provided during such extended 
time. 



17. Lessee ls hereby expressly granted the right and privilege (which Lessee may exercise at any time either before or after production has been 
obtained upon these premises or any premises consolidated herewith) to commit the Interests of both Lessee and Lessor under this lease to a Unit 
Agreement and Unit Operating Agreement, provided the same are satisfactory to and approved by the Secretary of the Interior of the United States of 
America or his duly authorized representative for the area Involved insofar as any Federal owned or supervised lands ln such Unit area are concerned. 
This right shall be deemed to have been exercised upon the flling of an executed copy of such Unit Agreement and Unit Operating Agreement ln the 
records of the county ln which the land herein leased ls situated. Upon said instruments being so recorded, this lease shall be deemed to be amended to 
the extent necessary to conform to the terms and provisions of said Unit Agreement and Unit Operating Agreement. 

18. SPECIAL PROVISIONS: 

19. This lease and all its terms, conditions, and stipulations shall extend to and be binding on all successors of said lessor and lessee. 
IN WITNESS WHEREOF, we sign the day and year first above written. 

ACKNOWLEDGMENT 
(INDIVIDUAL) 

STATE OF NEW MEXICO, 

COUNTY OF . . . 

On this . . day of . _, 19 , before me personally appeared 

to mc known to be 

the person described in and who executed the foregoing instrument, and acknowledged that 

executed thc same as free act and deed. 

Witness my hand and seal the day and year last above written. 

My commission expires . Notary Public 

STATE OF NEW MEXICO, 

COUNTY OF 

On this 

ACKNOWLEDGMENT 
(INDIVIDUAL) 

day o f . 19 , before me personally appeared 

to me known to be 

the person described in and who executed thc foregoing instiument, and acknowledged that 

executed the same as free act and deed. 

Witness my hand and seal the day and year last above written. 

My commission expires Notary Public 

STATE OF NEW MEXICO, 

ACKNOWLEDGMENT 
(CORPORATE) 

COUNTY OF . . . 

On this dav of . 

who being by me duly sworn, did say that he is 

before me personally appeared 

to me personally known, 

of 

. — — . .—. _ a corporation organized under the laws 

of thc State of , _ _ _ — and that the seal affixed to said instrument is the corporate seal of 

said corporation, and that said instrument was signed and sealed in behalf of said corporation, by authority of its board of directors, and said 

— acknowledged said instrument to be the free act and deed of 

said corporation. 

Witness my hand and seal on this thc day and year first above written. 

Mv commission expires Notary Public 



PRODUCERS 88 O I L A N D G A S LE A S E 

\ G R E E M E N T , made as of the d a y o f 19 between. 

Lessor (whether one or more), and 
Lessee. WITNESSETH; 
I. Lessor in consideration of $ , in hand paid, of the royalties herein provided, and of the agreement of Lessee herein contained, hereby grants, leases and lets exclusively unto 
Lessee for the purpose of investigating, exploring, prospecting, dr i l l ing and mining for and producing oil and al l gas of whatsoever nature or k ind, including al l associated hydrocarbons produced in 
i l iquid or gaseous form, laying pipe lines, building roads, tanks, power stations, telephone lines and other structures thereon to produce, save, take care of. treat, transport and own said products. 

he fol lowing described land, including any revisionary rights therein, in the County of State of lo wit: 

ontaining - . acres, more or less. 
This lease is subject to an existing oil and gas lease of record in thc above specified County in Book- . at Page. . and shall become effective upon thecxpirat ion of such leasr-

r_ch date herein called "Effective Dale "and all references lie rein to "anniversary dale "sha II be considered a reference toananniversary of the Effective Date); provided that i f said existing oil and 
.is lease has not expired prior to one ( I ) year after its primary term, this lease sha II automatically terminate. This lease is also subject to an unrecorded Supplemental Agreement between the parties 
crcto dated as of the d t • first abose written which affects the provisions of ihis lease. Subject to the other provisions herein conlained. this lease shall be for a primary term of ten years Irom the 
Ifeclivc Date and for as long thereafter as oi l or gas is produced f rom the above described land or f rom land pooled with all or any part thereof. 

Royalties on production under this lease shall be paid by Lessee to Lessor as follows: (a) One-eighth of all oi l produced and saved, to be delivered at the well or to Lessor's credit into the pipeline 
• which Lessee may connect the well At Lessee's option Lessee may. at any time or f rom time to time, purchase Lessor's oi l al the well, paying therefor the market price for oi l o f l i ke grade and 
ravity prevailing for the field where such oi l is produced on thc date of purchase, (b) One-eighth of thc net proceeds realized by Lessee f rom the sale of gas. including casinghead gas and other 
aseoiis substances sold b> Lessee (except the net proceeds subject to refund by Lessee to any purchaser of said gas pursuant to any order, rule or regulation of the Governmental Regulatory body), as 
.ilculatcd at thc wellhead; but if gas. including casinghead gas and other gaseous substances, is used by Lessee off the above described land or land pooled with a 11 or any part thereof, one-eighth of 
*ie market value calculated at the wellhead, (c) Solely for the purpose of paying royalties on oil and gas hereunder, the term "o i l "means any hydrocarbon produced or separated at the well as a l iquid, 
icluding but not limited to crude oil and condensate, and the term "gas" means any hydrocarbon or olher substance produced or separated in a gaseous stale at the well, (d) If a well on the above 
escribed land or on land pooled with all or any part thereof iscapable of producing gas but is shut in and no gas I herefrom is sold or used, such shut-in well shall, under all of the provisions of this 
rase, be considered a well on such land producing gas in paying quantities and shall continue this lease in force at all limes while such well is so shut i n . whether dur ing or after thc pr imary term. If 
ierc be one or more of such shut-in gas wells and if there is no current production or operation on said land. Lessee shall pay or tender as royalty One Dollar (SI .00) per year per net royalty acre 
:tained hereunder, such payment or tender to be made on or before the anniversary date of this lease next ensuing or wi ihin90dnys after such date and thertafteron or before the anniversary date of 
TS lease during the period such well is shut in . to the royally owners or to thc royalty owners' credit in the depository hank herein designated. 

If operations for the dr i l l ing of a well for o i l or gas a re not commenced or i f there is no oi l or gas being produced on said land or on land pooled with all or any part thereof as hereinafter provided 
n or before one year from the Effective Dale, this lease shall terminate as to both parties, unless the Lessee on or before that date shall pay or tender to the Lessor or lo the Lessor's credit in thc 

hanges in the ownership of said land, the sum of_ 

. Bank a t . s successors, which shall continue as the depository for rental regardless of 

. D O L L A R S ($_ . ) which shall operate as a 
ntal and cover Ihe privilege of deferring the commencement of operations for dr i l l ing of a well for twelve months f rom said dale. In like manner and upon like payments or tenders the 

ommencemenl of operations for dr i l l ing of a well may be fur l her deferred for like periods of the same number of months successively. A l l payments or tenders may be made by check or draft of 
essee or any assignee thereof, mailed or delivered on or before the rental paying dale. It is understood and agreed lhal the consideration first recited herein, the down payment, covers not only ihe 
rivilege granted to thc dale when said first rental is payable as aforesaid, but also the Lessee's right ofextending lhal period as a foresaid, and any and al l other rights conferred. If such bank (or any 
nccessor bank) should fai l , l iquidate or be succeeded by another bank, or for any reason fail or refuse lo accept rental. Lessee shall not be held in default for failure to make such payment or tender of 
:ntaI unti l thirty (30) days after Lessor shall deliver l o Lessee a proper recordable instrument, naming another bank as agent to receive such payments or tenders. 

_ t M M W > ^ * » « . b _ f W _ « t _ ^ I f | l l l l l l l l l l ~ 

fey L « * . e IH#_M»*t>v»_ I 
If prior to discovery and prod uci ion of oil or gas on said land or on acreage pooled therewith. Lessee should dr in a dryhole or holes I hereon, or i f after discovery and production of oi l or gas. the 

oduction thereof should cease from any cause. Ihis lease shall not terminate i f Lessee commences ope rations for dr i l l ing or reworking within sixty (60) days thereafter or. if it be within the prima r\ 
rm. commences or resumes the payment or tender of rentals or commences operations for dr i l l ing or reworking on or before the rental paying dale next ensuing after the expiration of sixty days 
om dale of completion of dry hole or cessation of production. If at any time subsequent lo sixty (60) days prior lo ihe beginning of ihe last year of thc primary term and prior to lhc discovery of oi! or 
is on said land, or on acreage pooled therewith. Lessee should dr i l l a dry hole thereon, no rental payment or operations are necessary in order to keep the lease in force during the remainder of ihe 
imary term. If at the expiration of Ihe primary term, oi l or gas is not being produced on said land, or on acreage pooled therewith, but Lessee is then engaged in dri l l ing or reworking ope rations 
ereon or shall have completed a dry hole thereon wi th in sixty (60) days prior to Ihe end of lhc primary term, the lease shall remain in force so long as operations on said well or for dr i l l ing or 
working of any addit ional well arc prosecuted with no cessation of more than sixty (60) consecutive days, and if I hey result in thc production of oi l or gas. so long thereafter as oi l or gas is produced 
om said land or acreage pooled therewith. 

If said Lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties and rentals herein provided shall be paid Ihe Lessor only in 
oportion which his interest bears to thc whole and undivided fee; however, such rental shall be increased at thc next succeeding re nta I anniversary after any reversion occ urs lo cover the interest so 
quired If this lease now or hereafter covers separately owned tracts, no pooling or unitization of royally interest as between any such separately owned tracts is intended or shall be implied or resuh 
crely from ihe inclusion of such separately owned tracts within this lease. As used in this paragraph, the words "separately owned t r a d " mean any t rac. with royally ownership dif fer ing, now or 
rcafter. either as to parties or amounts, f rom that as to any other part of thc leased premises, 

lessee shall have the right to use. free of cost. gas. oi l and waler produced on said land for ils operation thereon, except water f rom ditches, ponds, reservoirs, or wells of Lessor. When requested 
Lessor, Lessee shall bury Lessee's pipe lines below plow depth. No well shall be dri l led nearer than 200 feci to the house or barn now on said premises without written consent of Lessor, lessee shall 

iv for da mages caused by Lessee's operations to growing crops on said land. Lessee sha II have the right at any lime lo remove a 11 machinery and fixtures placed on said premises, including lhc righi 
draw and remove casing. 

If lhc estate of cither parly hereto is assigned — anil the privilege of assigning in whole or in part is cxpicssly allowed the covenants hereof shall extend to their heirs, executors, adininis lraiorv 
ccessors or assigns, bul no change in the ownership of Ihe land, or assignments of rental or royalties sha II he binding on the Lessee until after Ihe Lessee has been furnished with originals or ce n i l ied 
ipies of muniments of title deraigning title from Lessor: and it is hereby agreed lhat in thc event this lease shall be assigned as lo a part or as lo pans of thc above described lands and the assignee or 
signeesofsuch part or parts shall fail or make default in the payment of the proportionate part ol the rents due from him or them, such default shall not operate lo defeat or affect this lease insofar 
it covers a part or parts of said lands upon which the said Lessee or any assignee thereof shall make due payment of said rental. Incase Lessee assigns this lease, in whole or in part, lessee shall be 
heved of all obligations wi th respect to thc assigned port ion or portions arising subsequent to the date ol assignment. In the event of death of any person entitled lo rentals hereunder, lessee ma> 
y or tender such rentals to the credit of ihe deceased or the estate of the deceased unti l such time as Lessee is furnished with proper evidence of the appointment and qualif ication of an executor ot 
minis! rator of the estate, or if there be none, then until Lessee is furnished with evidence satisfactory lo it as to lhc heirs or devisees of the deceased. If at anyt ime I wo or more persons be entitled to 
rticipale in ihe rental payable hereunder. Lessee may pay or lender said rental jo in t ly lo such persons or to their joint credit in th» depository named herein; or..at I.essee s election, the 
oportionaic part of said rentals to which each participant is entitled may be paid or tendered to him separately or to his separate credit in said depository; and payment or tender to any participant 
his portion of the rentals hereunder shall maintain this lease as to such participant. 

Lessee may. at any lime and from time lo l ime, execute and deliver I o Lessor or place of rccord a release or releases of this lease as lo a ful l or undivided interest in a II or any one or more strata 
iderlying all or any part of the above described land and shall thereupon be relieved of all obligations thereafter accruing with respect to the a ica. strata or undivided interest so released Rentals 
all be proportionately reduced in the event ol Ihe release ol al l rights in a pari of the area of said land or of all rights in an undivided interest in all or a pari of the area of said land. 

When dr i l l ing, production or other operations arc delayed, interrupted or stopped by lack of water, labor, material, inabil ity lo obtain access to leased premises, fire, f lood, war. rebellion, 
turrection. r iot, strike, differences with work men. failure of carriers to transport or furnish facilities for transportation of any product produced hereunder, lack of available orsat isfactorymarkei. 
Lessee's opinion, for the oil or gas produced, or as a result of an order of any govern mental agency, (including but nol l imited to orders restricting prod uction) or as a result of any cause beyond thc 
nlrol of Lessee, thc lime of such delay, interruption or stoppage shall not be counted against the Lessee under any provision of this lease, and this lease shall not terminate by reason of any such 
lay. interruption or stoppage, and thc period of such delay, interruption or stoppage shall bead.led to thc term of this lease. 

Lessor hereby warrants and agrees to defend the title lo the land herein described, and agrees that the Lessee, at ns opt ion, may pay and discharge any taxes, mortgages, or other l icnsexisi ing. 
/ied or assessed on or against lhc above described lands and. in Ihe event i l exercises such op l ion. il shall be subrogated to the rights of any holder or holders thereof and. in addition to its other 
:hts. may reimburse itsell by applying to the discharge of any such mortgage, lax or other lien, .my royally or rentals accruing hereunder. 



I.I This lease may be executed in any number of counterparts and each such counterpart so executed shall have the same force and effect as an original instrument. Should any one or more of thc 
panics above named as Lessor fail lo execute this lease or any counterpart thereof, it shall nevertheless be binding upon all such parties who do execute it as Lessor. 
14. The undersigned parties, for themselves and for their heirs, successors and assigns hereby surrender and release all right of dower and homestead in the premises described herein, insofar as said 
right of dower and homestead may in any way affect the purposes for which this lease is made, as recited herein. 
15. In the event that Lessor, during the primary lerm of Ihis lease, receives a bona Tide offer which Lessor is willing to accept from any party offering to purchase from Lessor a lease covering any or 
all of the substances covered by this lease and covering all ora portion of the land descirbed herein, with thc lease becoming effective upon expiration of Ihis lease. Lessor hereby agrees lo nnnfs 
Lessee in writing of said offer Immediately, including in the notice the name and address of Ihe olfcror. the price offered and all other pertinent termsand conditions of the offer. Lessee, fora period ol 
fifteen days after Ihe receipt of the notice, shall have the prior and preferred right and option to purchase the lease or part thereof or interest therein, covered by the offer at the price and according to 
the termsand conditions specified in Ihe offer. All offers made up loand including the last day of thc primary term of this lease shall be subject to the termsand conditions of Ihis Section. Should 
Lessee elect lo purchase Ihe lease pursuant to the terms hereof, il shall so notify Lciior in writing hy mail or telegram prior to expiration of said IJ-diy period. Lessee shall promptly thereafter furnish 
to Lessor the new tease for execution on be half of Lessors) along with Lessee's sight draft payable to Lessor in payment of the specified amount as consideration for the new lease, such draft being 
subject only to approval of tille according lo Ihe terms thereof. Upon receipt thereof, Lessor(s) shall promptly execute said lease and return same along with thc endorsed draft to Lessee's 
representative or through Lessorfs) bank of record for payment. • 

IN WITNESS WHEREOF, thc undersigned execute this instrument as of the day and year first above written. 

STATE OF \ INDIVIDUAL ACKNOWLEDGMENTS 
COUNTY OF / SS* (Colo., Mont., N. D., S. D., Utah, Wyo.) 

On this day of , 19 , before me personally appeared 

known to me to be the identical person_ described in and who executed the within and foregoing instrument and acknowledged to mc 
that executed the same. 

IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day and year last above written. 

Notary Public 

My commission expires Residing at 

STATE OF _ 
COUNTY OF. 

On this day of , 19 , before me personally appeared 

known to me to be the identical person_ described in and who executed the within and foregoing instrument and acknowledged to me 
that executed the same. 

' IN WITNESS WHEREOF, I have hereunto set my hand and official seal the day and year last above written. 

Notary Public 

V.y commission expires Residing at 
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TATE OF ) _ CORPORATE ACKNOWLEDGMENT 
:OUNTYOF / S S* (Colo., Mont., N. D., S. D., Utah, Wyo.) 

On this day of , 19 , before me t 

Notary Public, personally appeared 

nown to me to be the _ President of 

lie corporation described in and that executed the within instrument, who, being by mc duly sworn, did say that he is the 
President of said corporation and that said instrument was signed in behalf of said corporation by authority of its bylaws or a 

;solution of its Board of Directors and said 

cknowledged to me that said corporation executed the same. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my official seal the day and year above written. 

Notary Public 

ly commission expires Residing at 


