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oy FOICERVATION DIVISIUN el
e STATE OF NEW MEXICO e
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT!

OTL CONSERVATION COMMISSION ,_
(GaL conservaTion bivisi,

IN THE MATTER OF THE APPLICATION Case No. 89134
OF THE OIL CONSERVATION COMMISSION

TO AMEND RULE 1207(a)7 OF ITS

RULES OF PROCEDURE

MEMO OM_IN SUPPORT OF APPLICATION

Dugan Production Corporation and Benson-Montin-Greer Drilling
Corp., by and through Robert G. Stovall, their attorney, file
this memorandum in support of the application filed in the

foregoing case.

INTRODUCTION

The 0il Conservation Commission has filed an application
with itself to amend Rule 1207(a)7 of the 0il Conservation
Division Rules on Procedure. Rule 1207 is the rule which sets
out the additional specific notice requirements, over and above
the notice by publication requirements imposed on the Division
itself, which the applicant must give with respect to any
particular type of application filed with the Division. Rule
1207(a)contains 9 separate paragraphs which address different
specific types of applications and the specific notice
requirements for each. Paragraph 7 provides:

In the case of any other application which will, if

granted, alter any working interest owner’s or any

royalty interest owner’s percentage interest in an
existing well: Actual notice shall be given +to the
operators and applicant’s royalty interest owners in

such existing well. Such notice shall be provided by
certified mail (return receipt requested}.

The Commission seeks to amend Rule 1207 to delete paragraph (a)7.
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BACKGROUND AND NECESSITY FOR NOTICE

Rule 1207 was originally adopted by the Commission in 1985
in response to a need to develop more constitutionally sound
notice provisions in the various matters within the Division’s
jurisdiection. The prior rule required only notice by publication
on virtually all matters brought before it. Because certain
types of cases had the potential of affecting protected property
rights, and because notice by publication as the sole means of
notice in such c¢ases 1is not constitutionally sufficient to
satisfy 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 specific type of notice required in each particular type
of hearing likely to be held before the Division. There were put
in place seven different paragraphs specifying to whom notice
mpust be given in each of the types of cases. Paragraph 7 and
paragraph 9 are catch-all type rules which are intended to cover
those situations which are not cover by the specific paragraphs.

Because paragraph 9 1is broader in its coverage, it will
"eatch™ all those cases which would also be under paragraph 7,
and therefore paragraph 7 is unnecessary. Further more, because
paragraph 7 is more limited and only addresses a narrow
circumstance, which is also addressed in most likely situations
by the specific case paragraphs, it lends itself to ambiguity and
confusion as to what notice is required in a specific case. As a
result, certain interest owners, most likely owners of royalty or
overriding royalty interests may claim that they are entitled to
notice in certain cases 1in which notice was not otherwise
required. Because these claims could be brought several years
after 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 is to ensure that the owners of constitutionally protected
property rights do not have those rights impaired by state action
without having the opportunity to appear and participate in the



process which could result in the impairment of those rights. A
particular type of state action which could result in an
impairment of +those rights 1is the exercise of police powers
through the creation and enforcement of regulations which limit
the exercise of property rights. The Division is specifically
charged to exercise that sort of police power in order to
conserve natural resources, prevent waste, protect correlative
rights and protect sources of fresh water. In carrying out its
legislatively assigned duties, the Division must necessarily
limit the exercise of some property rights.

A prime example of such a limitation is in the establishment
of spacing and proration units. At common law, the owner of oil
and gas mineral interest has the right to explore for, drill to
and produce the hydrocarbons underlying his property. But
because the drilling of excess wells could result in waste, both
in the form of the number of dollars spent +to drill the
unnecessary wells, and, more significantly, in the potential loss
of ultimate recover caused by the unnecessary dissipation of
reservoir energy. Therefore the Division establishes rules,
based upon engineering and deological evidence presented at
hearing, in order to carry out its statutory duty to prevent
waste, conserve resources and protect correlative rights, which
limit the density of wells by establishing the size 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 limit
the right of individual mineral interest owners to drill for and
produce the minerals underlying their particular tract. In some
cases such mineral owners may be forced to pool their mineral
interest with others in order to form a 1legal spacing unit in
accordance with the rules established by the Division. That
pooling itself may be the result of a Division order. As a
result, the various mineral owners who have been pooled into a
particular 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



the opportunity to be heard at the hearing in which their rights
are being determined.

11T

Having determined that notice is necessary, it is essential
to determine who is entitled to such notice. The basic rule is
that the person whose rights are being affected is the person
entitled to notice.

In the case of unleased mineral interests, clearly it is the
owner of that mineral interest, be it a governmental entity or a
fee mineral owner, who is entitled +to notice. The rules cover
that. The specific paragraphs which set forth the notice rules
for particular types of hearings require notice to the owners of
unleased mineral interests or to operators, which, in the case of
an unleased interest would be the mineral owner. Catch-all
paragraph 9 requires notice in the cases not covered by the
specific paragraphs to be ¢given to the owners of any interests
which might be affected by the application.

The more common situation is when the owner of the mineral
interest has leased his interest to another. Attached hereto as
Exhibit “A" are copies of commonly used 0il and gas leases.
Highlighted in yellow is the first paragraph of each lease in

which the owner grants to the lessee exclusively the demised

premise for the purpose of "investigating, exploring,
prospecting, drilling and mining for and producing oil, gas,
casinghead gas and other hydrocarbons...”, or similarly stated
PUrpoOses. In other words, in exchange for the consideration
bargained for, the lessor has diven up his right to find and
produce the o0il and gas to another. The consideration which the
lessor has received is the right to receive a bonus payment for
the lease, often substantial, the right to receive a royalty,
free of cost, of a stated percentage of the production, and

certain other covenants of the lessee, which may be specifically
stated in the lease or which may be implied in the law.

Many leases also contain pooling clauses (highlighted in
pink on Exhibit "A") which grant to the lessee the right to pool



the leased lands with other lands to form spacingd or proration
units consistent with state regulations. Again the lessor has
transferred a part of his property right and the responsibility
to protect and develop that right to the lessee.

In transferring the right to look for and produce the oil
and gas and related products, the lessor has also transferred the
risk and expense of exploration and drilling to the lessee. That
risk and expense may be substantial.

The lessor has also transferred to the lessee the right to
make operational decisions such as when and where to drill the
well, how to drill the well, how +to  complete and produce the
well. In making those decisions, the lessee is obligated to
exercise good faith, but he does not have any fiduciary duty to
his 1lessor. The standard which the lessee must use is often
referred to as the prudent operator standard.

Commonly the rights acquired by the lessee are referred to
as operating rights or as a working interest. This is the
interest that bears all the costs, as opposed to non-cost royalty
interests. It is the owner of the operating rights whose rights
are affected by the Division’s exercise of its regulatory police
power, and it 1is the owner of the working interest who is
entitled to notice with respect toc matters which limit or affect
the right to drill for or produce o0il and ¢gas.

The relationship between the lessor and the lessee is a
contractual one, and the rights and duties of the parties with
respect to each other are governed by the law regarding that
contract. If a lessor wishes to retain a particular right in the
property, such as the right to control development, he should
specifically so state, or at least restrict the grant of that
right, in the contract known as a lease.

From the perspective of the Division, however, the lease
does transfer to the lessee significant property rights, and the
rights transferred are the rights which are affected by the
Division’s exercise of its police power, since the regulatory
authority granted to the Division is directed primarily at

operational issues. The existing Rule 1207(a} without paragraph



7 recognizes that, and the various specific paragraphs identify
the specific types of parties whose interests may be affected by
an order. The language in paragraph (7) creates an ambiguity in
the requirement of notice because of the reference to altering a
royalty interest owner’s share in an existing well. The one type
of case that is likely to alter interests in an existing well is
a pool rules case, which is at the very heart of the Division’s
jurisdiction over operational matters. The ambiguity may result
in the Division returning to the lessor a right which he has
granted to the lessee. At the very 1least, the language in

paragraph 7 is totally unnecessary.

v
CONCLUSION
For the reasons stated, Dugan Production Corp. and Benson-
Montin-Greer Drilling Corp. support the Application of the
Commission to delete from +the Divisions Rules on Procedure Rule
1207(a)7.

RESPECTFULLY SUBMITTED,

Lt sz

Robert G. Stovall
Attorney for
Dugan Production Corp.
Benson—-Montin-Greer
Drilling Corp.
P.0O. Box 10021
Farmington, NM 87499
(505) 326-3359



Form 30011 . UNITED STATES MM AFPROVED
(March 1964 DEPARTMIENT OF THE INTERIOR OMB No. 10060008
BUREAU OF LAND MANAGEMENT Expires January 33, 1986

Serial Ne.
OFFER TO LEASE AND LEASE FOR OIL AND GAS

The undersigned (reverse) offers 1 jesse all or amy of the Jands in itemn 2 et ore available for lease purmiant w the Minersl Laasing Act of 1920 (30 U.S.C. 181 « wq .}, the Mincral Leasing
Act for Acquired Laads (30 U.S.C. 351-359), the Asorasy Gemeral’s Opinion of Apri) 2, 1941 (40 OP. Atty. Gea. 41), or the

Read lustructions Before Completing
1. Name
Strect
City. Stue, Zip Code
2. This offesflease 18 for (Check Only One) O PUBLIC DOMAIN LANDS (0 ACQUIRED LANDS (percem U S. )
Surface managing agency if other than BLM: Unit/Progect
Legal descripuon of land requested:
T R. Mendaan State County
Total acres apphed for
Amount remitied:  Fuing fee § Renta fee $ Towl $

DO NOT WRITE BELOW THIS LINE
3 Land included in icase -

T R. Mendian Sure County

Toul xres n lease

Renaal r d$

In accordance with the above offer, or the previously sub d It oil and gas lease ap or e bid, tus lease is issued granung the exclusive nght 1o dnll for, oune.
extract. mmovewd.upouohuuﬂup(wum)-hmwmumlman&mwbuﬂdﬂmmmmmmmmhmmmm
below. subject 10 renewal or extension in accordance with the appropruaie leasing suchonty. Rights granted are subject 1o applicable laws, the terms, conditions. and sttachod supulstions of thus
lease. the Secrewary of the Lmerior's regulstions and formal orders ia effect as of lease i and to regul and formal orders hereafier proowigsied when aot inconsistent with jease nghts
granted or specific provisions of this lense.

Type and pnmary serm of lease: THE UNITED STATES OF AMERICA

O sinuitaneous noncompetitive lease (sen years) by

(S«gmng Officen’
O Reguiar noncompetitive lease (ten yeans)

O Compeunve lease (five years) . (Traes (Dwies

O Ower EFFECTIVE DATE OF LEASE

*(Formerly 3110-1, 2. 3. 3120-1, 7, 31304, S, and 7) NOT AN OFFICIAL REPRODUCTION

T-806 (0&G) -1- GFS(0&C) FCORM 1
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Instrections

A. Gemeral

1. The front of this form 15 w0 be completnd oaly by parties filing for a regular moe-
competitive lease The BLM wilt complese fromt of form for all other types of lesses.

2. Estnes must be typed or pristed plunly =

3. An ongunal and two copies of tus offer mwust be prepared and filed ia the proper BLM
State Office. See regulstions st 43 CFR 1821.2.1 for office locations.

iak. Offeror must sign iem 4 in ink.

4. 1If more space 13 needed. additional sheets must be aftached 10 each copy of the form
mbrruned

B. Specual
hem | —Enter offeror name and buing sddress.

hem 2~ idenufy the quneral stams and, if acquired, percentage of Federal ownershup

of applied for mincrals. The same application may aot inchade both Public Domam and Ac-
quired Lands. Indicate the ageacy cootrolling the surface wec of the land and the name of the
it or project of which the land is a part. Offeror may also provide other informetion thet will
assist in establishing tithe for minerals. The description of land must coajorm 10 43 CFR 3111
Total acres applied for mwust R0t exceed that allowed by regulations.

Payments. The amount reminied must include the filing fee and the first year's rental a the
rate of $1 per acre or fraction thereof. The full rental based on the total acreage sppiied for
must sccompany as offer even if the muneral wserest of the Unsted States 15 less than 100 per-
cemt. The filing fee will be retained as a sevvice charge even if the offer is complestly repecied
or withdraws. To prosect priority, i i important that the rental submitied be sufficient s cover
il the land requested. If the land requested includes lots or iregular quaner-quarer sections.
the exact ares of which 13 aot known 10 the offeror, rental should de submiticd oa the basis
of each such Jot or quaner-quanier section contaning 40 acres. If the offer is withdrawn or
rejected in whole o in part before a lease msucs, the restal rerutiod for the parts withdrawn
or repected will de returned .

fiem 3—Ths space will be completed by the United States.

PAPERWORK REDUCTION ACT STATEMENT

1. Thus mformaton 15 being collected pursuant to the law

2. This informauon will be used to create and mantain a record of ol and gas lease activity

3. Respomac o thus request is required to obxan a benefit.

C

ROLUTINE USES:
(1) The adjudication of the lessee's rights 10 the land or resources.

(2) Documentation for public information 1n support of notatiots made on land status records

for the management, disposal, and use of public lands and resources.
NOTICE (3) Transfer to appropnate Federal agencies when coacurrence is required prior 10 granting
& nght 1» public lands or resources.
The Privacy Act of 1974 and the regulation in 43 CFR 2.48(d) provide tha! you be furrushed
the following informaton in connecuon with information required by this od and gas lease
application.

(4XS) Informauon from the record and/or the record will be transferred 10 appropriase Federal,
Sute. local or foreign agencies. when relevant to civil, criminal or regulatory isvesnganons
Of ProSecuLOns.

EFFECT OF NOT PROVIDING INFORMATION—If alf the information is not previded,
the offer may be rejectsd. See regulations st 43 CFR 3180,

AUTHORITY. 30 USC et weq

PRINCIPAL PURPOSE —The information is to be used to process oil and gas lease appiications

4. (8) Underuigned cerufics that (1) offeror s & citizen of the Unuted States, an gssaciation of such citizens, 8 mumcwpality. of 8 corporsion organized under the lsws of the United Staes or
of any State or Terntory thereof, (2) all pastes holding an iierest 1 the offer are in comphance with 43 CFR 3100 and the leasing suthormies, (3) offeror's chargeable interests, direct and indirect,
i cither public domaun or acquired lands do not exceed 200.000 acres ia ol and gas options or 246,080 acres in options and lesses in the same State, or 300,000 acres in lesses and 200,000 acres
in options 1 cither leasing Dustnct 1n Alaska. and (4) offeror 13 not consadered & munor uader the laws of the State in wiuch the lands covered by this offer are locsted.

(b) Undersigned agrees that signature 10 tus offes constirutes accepuance of tus lease, inchuding all terms, d . and stipulstions of which offeror.has beep given notice, and any amendment
awlaumumnymdudclnyhndducnbedmmxsoﬂeropentoleuu.ummmmwuﬁhdhtmmdfmuymmmmnlhn The offeror further agrees that thus
offer cannct be withdrawn. either in whole or pan. unless the withdrawal 13 received by the BLM Stae Office before tus Jease. an amendinem to this lease, or 2 scparase lease, whuchever covers
the land described 10 the withdrawal, has been tigned on behalf of the United States

This offer will be rejected and will afford offeror o priority if it is aot properiy compieted and executed in sccordance with the reguiations, or i it is ot accompanied by the required
payments. 18 U.S.C. Sec. 1001 makes it s crime for any person kmowingly and wilifully to make to any Department or agency of the United States any false, fictitious or frawdulent
Siatements or represestations ss 10 any matter within its jurisdiction.

.

Duly d tus day of .19
{(Sugnature of Lenscr o Amorery-w-fact)

NOT AN OFFICIAL REPRODUCTION



LEASE TERMS

Sec. §. Rentais—Rentals shall de paid © proper office of lessor in advance of sach lease yeor.
Asswal rental rates per acre or fraction thereof are:

@) Simultaneous noncompetitive iease, $1.00 for the first 5 years. thereafer. $3.00;
®) Regular noncompetiive lease. $1.00;

(c) Compeutive lease, $2.00; or

(d) Onher. see astachment.

If al) or parnt of s soncompettive leasehold is determined 10 be within a known geological
structure or & favorable petroleum geologscal . snnusl rental shall become $2 00,

beginning with the lease year following noace of such desermination. However. 3 lease that would
Muhwbmwmﬂdmn.mmmh

1 0c g

for those lands not within & parucipeting ares.
Failure 10 pay annual rental, if due, on or before the aaniversary date of dus lease (or next
official working day if office 1s closed) shall sutomaucally terminate this lease by operation of

Arappd

law. Reauls may be waived,
by lessee.

Sec. 2. Royalues—Royaities shall be pasd to proper office of lessor. Royaites shall be com-
puted in sccordance with reguiations on production removed or soid Royalry rates sre

(2) Sumul fease, 124 %,
() Regular nomompclmve lease. 124 %,

{¢) Competitive lease see attachment, or

(d) Other. see atachment

Lessor reserves the right io specify whether royaity is to be paid in value of in kind. and the
nght to establish reasonable mumumum values on products after giving lessee notice and an
opporturuty to be heard. When paid 1n value. royalties shall be due and payable on the last day
of the month following the month in which production occurred When paid 1n kund. production
shall be delivered, uniess otherwise agreed 10 by lessor. v merchantable condiuon on the
premuses where produced without cost 10 lessor Lessee shall not be required to hold such pro-
ducuon in storage beyond the last day of the month following the month in which production
occurred, nor shall lessee be held Lable for 10ss or destruction of royaity oil or other products
in storage from causes bevond the reasonable control of lessee.

Minimum royalty shall be due for any leasc year after discovery in which rovalty psymenis
aggregate less than 31 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 royalty rates may be
reduced. for all or pornions of this lease if the Secretary determunes that such action 1s necessary
to encourage the greaiest ulumate recovery of the Jeased resources. of is otherwise justfied

An interest charge shall be assessed on late royalry payments of underpayments in accorgance
with the Fedesal Oud and Gas Royalty Management Act of 1982 (FOGRMA) (96 Stat. 2447y
Lessee shall be liabie for royalty payments on od and gas lost or wasted from a lease site when
such loss or waste 1s due (0 neghigence on the pan of the operator, or due to the faure 1o comply
with any rule. regulation. order. or citaton 1ssued under FOGRMA or the leasing authonty

Sec. 3. Bonds~—Lessee shall file and maintain any bond required under regulatons

or ded by the S y upon a sufficrent showing

O C

Sec 4. Diigence. rate of development, umitzation, and drainage—Lesser shall exercise
reasonable diligence 1n developing and producing. and shall prevent unnecessary damage to,
loss of . or waste of leased resources. Lessor reserves nght to specify rates of development and
production in the public interest and to require Jessee to subscribe 10 & cooperative or unit plan.
within 30 days of nowe. f deemed necessary for proper deveiopment and operation of area.
field. or pool embracing these leated lands. Lessee shall drill and produce wells necessary to
protect leased lands from dranage of pay compensatory royalty for dranage i amount
determuned by lessor

Sec 5. Documents. evidence. and inspection—Lessee shall file with proper office of lessor.
not later than 30 days sfer effective daie thereof, any contract or evidence of other arrangement
for sale or disposal of production At such imes and in such form as lessor may prescribe, lessee
shall furtush detalled showing and quality of all products removed and sold.
proceeds therefrom. and amount used for production purposes or unavoidably lost. Lessee may
be required to provide plats and schematic disgrams showing developmem work and wn-
provements. and reports with respect to parties in interest, expenditures, and depreciathon costs.
In the form prescribed by lessor, lessee shall keep s day dnlling record, & log. iaformation
on well surveys and tests. and s record of subsurface nvestigations and furmish copees 1 lessor
when required Lessee shall keep open at all reasonabie times for inspection by any suthonzed
officer of lessor. the leased premuses and all wells, m u-dauy and Axtures thereon,
and all books, accounts. maps. and records ret Iveys, of iavesugsuons
on of b the leased lands uueuhnummcqnaoldl sales agr -
counung records. and documentation such as bullings, vosces, oumlludo:umm

sappors costs clamed s mamfactaring. Prepantion. aad/or Sunsporatios costs. AR sach records
shall be d & lessee's g offices for feture audit by beasor Lessse shall mas-
tain required records for 6 years afier they are gemarated of, if as audit ov mvestigetion i wader-
way, until relcased of the obligation w0 maintais such records by lessor.

During emustence of tus lease, informeton obtained under dus secton shall be ciosed 0
inspection by the public i accordance with the Fresdom of Informanos Act (S U.S.C. 352)

Sac. 6. Conduct of aperations— Lossse shall coaduct aperations m ¢ manner that Suninizes adverse
npects to the land. air, snd water, 10 cultural, biological, visual. and other resousces, and ©
other land uses or users. Lessee shall ke reasonable measures deemed seceesary dy lessor 1o
sccompiish the ueent of tus section. To the extent consistent with lease rights gramad, mch
measures may wclude, but are aot limited ©. modificanon 10 siung or design of facilites. teang
of operatons. and specificaticn of interum and final reclamation measures. Lessor reserves the
right 10 continue exisung uses and to authonze future uses UPOD of 18 the leased lands, mciuding
the approval of casements or rights-of-ways. Such uses shall be conditionsd so 88 10 prevent
uamscessary or unreascesble interference with ngits of lessee

Prior to disturbing the surface of the lessad laads, lessoe shall conact lessor 1 de appnsed
of procedures to be followsd and modificatons or reclamation s that may be Yy
Amwhdwrwmyrmmmmmuwmtmmmmemdm
pacts to other resources. Lessee may be requured 1o compiete aunor s or short ierm
spacia) studies under guideiines provided by lessor If 1n the conduct of op dwe d
or endangered species, obyects of historic or scientfic interest. or substantial unsnocipated en-
vironmental effects are observed, lessoe shall immediately contact lessor Lessee shall cense any
operations that would reswlt in the destruction of such species or objects

Sec. 7. Mining operations—To the extent that impacts from nuning operatioas would be
subsuanuaily different or greater than those associated with normal dnlling operstions, lessor
reserves the nght to deny approval of such operations

Sec 8. Exuacuon of helum—Lessor reserves the opuon of extracung or having extracted
helium from gas production 1n a manner specified and by means provided by lessor al no
expense or loss 10 lessee or owner of the gas Lessee shall include 1n any contract or sale of
gas the provisions of tus section

Sec 9. Damages 10 property—Lessee shall pay lessor for damage 10 lessor’s improvements.
and shajl save and hold lessor harmiess 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 opporrunity —Lessee shall pay when due all
taxes Jegally assessed and levied under laws of the State or the United States. accord ali
employees complete freedom of purchase pay all wages at least twice each month in lawful
money of the United States. maintain a safe working envir, n accord: with
industry practices. and take measures necessary to protect the health and safety of the pubic

Aard

Lessor reserves the nght 1o ensure that production is sold st reasonabie pnices and to prevent
poly 1f lessee op s 2 pipeling. or owns controthing interest in 3 pipeline or 3 company
operaung a pipeline, which may be operaled accessible 10 oil denved from these leased [ands.
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.
and regulations and relevamt orders of the Secretary of Labor issued pursuant thereto Neither
lessee nor lessee’s subcontractors shall maintain segregated facdities

Sec. 11. Transfer of lease interests and relinquishment of lease ~As required by regulsuons.
lessee shall file with lessor any sssignment or oteer transfer of an interest 1n tus lease Lessee
may relinquish thus tease or any legat subdivision by filing in the proper office a wntien relin-
quishment, which shall be effecuve as of the date of filing. subject to the continued obligation
of the lessee and surery 10 pay all sccrued rentals sand royalnes

Sec 12 Dehveryofmm—Atmchumn:Uwpommowusluumremmedmleuw
Jessee shall place affecied wells in cond for or d reclum the land
as specified by lessor and. within » reasonable penod of ume. remove equipment and
tmprovemnents not deemed necessary by lessor for preservation of producible wells.

Sec 13, Proceedings i case of defauli—1f lessee fauls 10 comply with any provisions of this
fease, and the noncompliance continues for 30 days afier wniten notice thereof, tus lease shall
be subject to cancellation Lessee shall also be subsect to applicabic provisions and penajties
of FOGRMA (96 Stat. 2447). However. if this lease includes land known 10 contain valuable
deposits of leased resources. it may be cancelled only by judicial proceedings Tlus provision
shal! not be construed to prevent the exercise by lessor of any other legal and equitadle remeds .
including wasver of the default Any such remedy or waiver shal! not prevent laser canceflanon
for the same default occurring st any other ume

Sec. 14 ‘Heurs and successors-un-interest — Each obligation of thus lease shall eswend w0 snd be
binding upon. and every benefit herwof shall inure 1o the heirs, executon. admunstrators. s
ceasors, beneficlanes. or of the respective psrtses hereto

NOT AN OFFICIAL REPRODUCTION

T-806 (0&G)

GFS(0&G) FORM 1



Ko o & come gz G "7 OIL AND GAS LEASE

THIS AGREEMENT, Entered into this the day of .19
between

hereinafter called lessor,

and hereinafter calied lessee, does 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 let and by these presents does hereby grant, lease, and let exclu-
sively unto the Jessee the hereinafter described land, i
for the purpose of carrying on geological, geophysical and other exploratory work. n-
cluding core driling. and the drilling. miming, and operating for, producing. and saving all of the oil, gas, 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 other structures thereon necessary or convenient for the economical operation of said land slone or conjointly with neighboring lands. to
produce, save, take 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 in the County of

State of . and described as follows:

and containing acres, more or less.

2. ltis agreed that this lease shall remain in full force for a term of years from this date, and as Jong 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.
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 his wells, the equal one-eight (1/8) part of all oil
produced and saved from the leased premises.

4. The lessce 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 jessor: (a) one-
eighth (1/8). of the proceeds reccived by the lessee from the sale of casinghead gas, produced from any oil well. (b) one-eighth (1 /8) of the value, at the
mouth of the well, computed at the prevailing market price, of the casinghead gas, produced from any 0il well and used by lessee off the leased premises
for any purpose or used on the leased premises by the Jessee for purposes other than the development and operation thereof. Lec<sor shall have the privil-
ede at his own risk and cxpense of using gas from any gas well on said land for stoves and inside lignts in the 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 yvear, lessee shall pay or tender as rovalty,

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 is not sold or used, and while said royalty is so paid or tendered this lease shall be held as a producing property under
paragraph numbered two hereof.

5. 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 Jease 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 at , or its 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 regardiess 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. In 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 not only the privilege granted
to the date when said 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 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 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 to 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 same manner as hereinbefore
provided. And it is agreed that upon the resumption of the payment of rentals, as above provided, that the last preceding paragraph hereof, governing the
payment of rentals and the effect thereof shall continue in force just 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 rovalties 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 shali
be increased at the next succeeding rental anniversary after any reversion occurs 10 cover the interest so acquired.

The lessee shall have the right to usc, free of cost, gas, oil and water found on said land for its operations thereon, except water from the wells
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 tv growing
crops on said land. No well shali be drilled nearer than 200 feet to the house or barn now on said premises without written consent of the lessor. Lessce
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 agrecs, upon the completion of any test 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. I 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
extend to the heirs, devisees, executors, administrators, successors, and assigns. but no change of ownership in the land or in the rentals or rovalties or any
sum due under this lease shall be binding on the lessce until it has been furnished with either the original recorded instrument of conveyance or a duly
certified copv 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 ur duly certified copies thereol 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 is hereby agreed that in the event this lease shall be assigned as to a part or as to parts of the above described 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, such default shall not operate to
defeat or affect this lease insofar as it covers 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 described and agrees that the lessce, at its option, may pay and dis-
charge in whole or in part any taxes, mortgages, 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 anv 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 Jease contained to the contrary, it is expressly agreed that if lessee shall commence operations for drilling at
any time while this lcase 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.

If within the primary term of this lease. production on the lecased 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 paving date: or, provided lessee begins or resumes the pay-
ment of rentals in the manner and amount hereinbefore provided. 1f, 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 lessce resumes operations for re-working or drilling a well within sixty (60)
days from such cessation and this lease shall remain in force during the prosecution of such operations and. if production results thereform, then as long as

production continues
W1 not exceeding the minimum size tr
uh! . provided, however, thai such units may
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o s 2 ’ - the production so allocated
T T K 2. 6 2oreity, to e 45 -praduction fom the portion of:the above described
\ mafaes as though produesd from the above described land under the teems of this lease.
14. This lcase and all its terms, conditions and stipulations shall extend to, and be binding on each of the partics who signs this lcasc, regardiess of
whether such lessor is named above und regardless of whether it is signed by any of the other parties herein named as lessors. This lease may be signed in
cuunterparts, each to have the same effect as the original.

IN WITNESS WHEFREOF, we sign the day and year first above written,
Witness:
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OIL AND GAS LEASE

AGREEMENT, Made and entered into this day of .19 , by and between

party of the first part, hercinafter called lessor, (whether one or more) and
. party of the second pari, hereinafter called lessee.

WITNESSETH: That the lessor for and in consideration of , i i Dollars
in hand paid, receipt of which is hereby acknowledged, of the royalties herein provided, and of the agreements of lessee hercin contained, hereby grants, demises,
Jeases and lets exclusively unto lessee for the puspose of investigating, exploring, prospecting, drilling and mining for and producing oil, gas, casinghcad 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, treat, transport, and own said products, and housing its employees, the following described land in
County, State of , to~wit:

including all minerais hiereinaoové namea underlying takes, streams, roads, easements and rights-ol-way which traverse or aqjoin said iands ownea 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 or leased premises. I'or the purpose of calculating the rental payments for which provision hercinafter is

made, said land shail 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 other 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.

In consideration of the premises it is hereby mutually agreed as foliows:

1. The lessee shal} deliver to the credit of the lessor as royalty, free of cost, in the pipe line 1o which lessee may connect its wells the equal one-eighth (1/8)
part of all oi! 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 lessce shall pay lessor, as royalty, on gas, including casinghead gas or other gaseous substances, produced from the leased 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 gas
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 aﬁplicnble price adjustments specified in such contract
or regulatory orders. In the event Lessee compresses, treats, purifies, or dehydrates such gas (whether on or off 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 gascondensate or distillate in paying quantities located on the leascd premises (or on acreage pooled with all or a portion of the leased
premises into a unit for the drilling or operation of such well) is at any time shut-in and no gas or gas<condensate or distillate therefrom is sold or 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. Lessoe
shall be obligated to pay or tender to lessor within 45 days after the expiration of each period of one year in length (annual peqod).dmlng which such well is so
shut-in, as soyalty, an amount equal to annual delay renta! 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 of
such 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 1o 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 dniling of a well for oil or gas are not commenced onsaid 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 tender to the lessor or for the lessor’s credit in

Bank at of its sucoessor 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
o? 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 aid release or releases.

4. [t prior to discovery o! 01l Or gas on said premises Lessee should dnil a dry hole or holes thereon, or it atter 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 {essee 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 hvdrocarbons or either or any of them is produced from the leased premises.

§. If said lessor owns a less interest in the above described land than the entire and undivided fee simple esta‘e 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 to 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 shail have the 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 cither 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 after
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 10 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 of
the decedent issued by a court of competent jurisdiction of the decedent’s estate including his interest in the lands above described. Lessee may until such date
continue o 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 lessce’s option, may suspend the payment thereof until sixty (60)
days after such evidence is reccived. No change or division in the ownership of the land, royalties, or rentals shall operate to enlarge the obligations or diminish the
rights of the tessce. No division of royaltics shall bc made effective except at the end of a calendar month. If the ownership o? royalties becomes changed into
scparate divided portions of said land and the owner of any such royalty desires separate gauges for production from such separate tracts, he shall request the lessee
to set separate mcasuring and receiving tanks and pay to the lessee in advance the fessee’s estimated cost of procuring and setting such tanks and making the
connections thercfore; and unless and until such is done, lessee may pay such royalties to the 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, In event of assignment of this
lease as to a segregated portion or portions of said land, all rentals payable hereunder shall be apportionable as between the several leasehold owners ratably
according to the surface arca of cach, and default in rental payment by one shall not affect the rights of other leaschold owners hereunder. The acreage included in
any assignment as recited therein in good faith shall be conclusive for the 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 4l the lind herein leased. The lessee shall not be liable for the faiture of any subsequent owner of this lease, in whole or in part, to perform the
terms, conditinns and obligations of this lease, express or implied. Offsetting shall never be required to protect one portion of the leased premises aguinst drainage
through a well or wells on another portion of the leascd prenuses, If six or more parties become entitled to royalty hercunder, lessee may withhold payment thereof
untesy and until fuspished with ordable | sl executed by all such partics designating a trustee to receive payment for all. .
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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 hercin described and agrees that the lessee, at its option, may pay and discharge any
taxes, mongaﬁe. 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 reatals accruing
hereunder.

. 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 lessec 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 shali be brought until the 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 reguiation, or if such compliance is prevented by or failure is the result of inability of lessee through no fauit 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
premises

14. L his lease and 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 the 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 {ease shall be binding upon each party who executes it without regard to whether it is executed by alf those named herein as {essors.

WHEREQI- witness our hands as of the day and year first above written.

S.8. # S.8.%

S.8. & -S. 8. #

COLORADO AND WYOMING INDIVIDUAL ACKNOWLEDGMENT

STATE OF
COUNTY OF }“

The foregoing instrument was acknowledged before me this day of . 19. -
br Witness my hand and official seal.

Notary Public

My commission expires:

UTAH INDIVIDUAL ACENOWLEDGMENT
STATE OF :
COUNTY OF }"’
On the day of . 19 , personally appeared before me

Place of Residence

., the signer of the above instrument, who duly acknowledged to me that he executed the same.

My commission expires: :‘::::
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Gosao 00 OIL AND GAS LEASE

REV  J-59

AGREEMENT Madc and entered into the ... ... ..o ... day Of .o . 19

by and between o.eennen. e e oo

bereinafter called
Lessor (whether one OF MOre ), Sl ... oo o i it o & i et i e emeets emmt e em—nt e o enem s meamrmtereanet e aeeens e eeen

whose mailing address is .. ... o e e eeaee e

He < iees e mei e eereieeisseas seeisseseeasreeass Soesiaresssace matessssieseios P, eeteeeeea e . hereinafter called Lessee:
1. WITNESSETH: That the said lessor, for and in consideration of .. .

cash in band paid, the receipt of which is hereby acknowledged, and of the ts and ag ts hereinafter tained on part of lessee 1o 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 for the sole and only purpose of exploring by geophysical
and other methods, mining and operating for oil and gas, and of laying of pipe lines, and of building tanks, power stations and structures thereon o produce, save and take

care of said products, all that certain tract of land situsted in the County of ... . e sanesseenneneneey SEARE OF oo,
described as follows, to-wit: .
of Section .. .. ... .............. Township............. USRI Range ... and taining acres, more or less.

2. It is agreed that this lease shall remain in force for a term of ...

Y oo neeeeeeee. .. 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 pooled therewith, by lessee.

3. In consideration of the premises the said lessee covenants and asgrees:

(a) To deliver to the credit of lessor, free of cost in the pipe line to which lessee may connect his wells, the equal one-eighth part of sli 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 the day such oil
is run into the pipe line or into storage tanks.

(b) To pay lessar for gas of whatsoever nature or kind produced and sold, or used off the premises, or used in the manufacture of any products therefrom, one-eighth,
at the markeCPrice at the well for the gas sold, used off the premises, or in the manufacture of products therefrom.

(¢) Mt u gas well capable of producing gas only and located on the above described lands or on lands with which the above described lands or a portion thereof are
pooled or unitized 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 shutin gay well shall, under all the provisions of this lease. be deemed to be a well on the above described lands producing gas in paying quantities and this
lease shall continue m force during all the time or times while such well is so shut in, whether before or after the expiration of the primary term. Lessee shall use reasonable
diligence to inarket the gas capable of being produced from any such shut-in gas well, but shall be under no obligation to market such gas under tenms, conditions or circum-
stances which, 1 Lessee’s judgment, exescised in good faith, sre not for the best interests of both Lessor and Lessee.

The term “stated date” as used in this paragraph shall mean any rental paying date of this lease or any subsequent anniversary thereof if there be a rental paying date,
but f nu rental paving date as specified in this lease, then “stated date” shall mean any anniversary date of this lease. If on any such stated date there be on the above de-
senbed lands or on lands with 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 heen sold o0 so used [rom sny of such gas wells at any time during the twelve months period ending with such stated date, Lessee shall, before the expiration of
sixty (60) davs alter suth stated date, pay or tender to each owner of the right to receive royalty on the gas produced from any pant of the above descnbed lands covered
by this lease on 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. 1n the man-
ner provided herein for pavinent of delay rentals, g2 shut-in gas royalty for such period, which shut-in gas royalty shall be determined as follows:

The total amount of shut-in gas rovalty payable to all such owners shall be determined by multiplying One Dollar ($1.00) by the total number of acres of land covered
by said lease on such stated date. 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 pumber of acres of tand covered by such lease on such stated date, Provided, however, that if on such stated date this lease is being maintained in force and effect
otherwise than by season of any such shut-in gas well or shut-in gas wells, Lessee shall not be obliged to pay or tender any such sum of money as shut-in gas royalty.
The language “a gas well capable of producing gas only”, 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 natursl gas and-or condensate, or distillate, or a well classified as a gas well by sny governmental authority or any well in which the gas-oil ratio
is so high that a governmental authority will not permit liquid hydrocarbons to be produced therefrom unless the gas is marketed.

4. If operations for the dnlling of a well for oil or gas are not commenced or if there is no oil or gas being produced on said land or on acreage pooled therewith as
hereinafter provided on or hefore one ycar from the date hereof, this lease shall terminate as to both parties, unless the lessee on or before that date shall pay or tender

to the lessor or to the lessor's eredit in the . ... . . e e e e e BABK @O o e e e e e

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

(s . . .. } which shall operate as a rental and cover the privilcge of deferring the commencement of operations for drilling of a well for twelve
manths from said date. In hke manner and upon like payments or tenders the commencement of operations for drlling of a well may be further deferred for like penods
of the sume number of months 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. 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 1ental 1s pavable as aforesaid, but also the lessee’s nght of extending that penod as aforesaid, and any and all ather rights conferred. Should the depasitory bank
hereafter close without a successor, lessee or its assigns may deposit rentals or royalties in any National bank located in the same county with the first named bank, due
notice of such deposit to be mailed to lessor at Jast known address.

5. With respect to the payment of and the right to receive delay rentals and royalties (including shut-in gas royalties), it is agreed that the termination of a life estate,
term maneral interest or other precedent estate whereby the Lessor shall come into possession or use of an interest in said Jand shall, subject to all the provisions of this
lease, hecome coffective from and after the date when such Lessor shall have fumished satisfactory evidence ta Lessee showing the termination of such life estate, term
mineral interest or other precedent estate, but for all other puropses this lease shall cover such interest as and when the Lessor shall so come into the possession or use of it.

, ion untess . d : oWk utitized aree contaliy pre : ¢ il SoRtiginc
7. W prior to discovery of oil or gas on said land, or on acreage pooled therewith, lessee should drill a dry hole or holes thereon, or if after discovery of oil or gas produc-
tion thereafter should cease for any cause, this lease shall not terminate if lessee commences additional drilling or reworking operations within sixty (60) days thereafter,
or (if it be within the primary term) nces or re: the payment or tender of rental on or before the rental-paying date next ensuing after the expiration af three
{3} months from the date nf completion of a dry hole or cessstion of production. If at the expiration of the primarv term oil or gas is not being produced on said land. or
an acreage paonled therewith, hat lessee is then engaged in dnlling or reworking operations therean, this lease shall remain in offect so long as operations are prosecuted,
cither on the same well or anv other well thereafter commenced, with no cessation of more than sixty (80) consecutive days, and if they result in the production of oil
or pas, this lease shall remain in effect so long thereafter as such production continues.

R. M <aid lessor owns a less interest in the ahove-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 proportion which his interest hears to the whole and undivided fee. Any interest in the production from the lands herein described to which the
interest of lessar may he subject shall he deducted from the royalty herein reserved.

9. Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for lessee’s operation thereon, except water from the wells of lessor.
When requested by lessor, lessee shall hury lessee’s pipe lines below plow depth.
No well shall be drilled nearer than 200 feet to the house or bam now on said premises without written consent of lessor.
Lessee shall pay for damages caused by lessee’s opesations 10 growing crops on said land.
Lessee shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and remove casing.

10. If the estate of cither party hereto is assigzned—and the privilege of assigning in whole or in part is expressly allowed—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 he binding on the lessve until after
the lessee has heen furmished with centified copies of muniments of title deraigning title from 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 deseribed lands and the assignee or assignees of such part or parts shall fail or make default in the pavment of the proportionate
art of the rents due from him or them, such defauit 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
essce or any assignee thereof shall make due payment of <aid ceutal. In case lessee assiygns this tease, in whaole or in part, lessee shall be relicved of all obligations with
respect to the assigned portion or portions arising subsequent to the date of assicnment. In the event of death of any person cntitled to rentals hereunder, lessee may oy
or tender such rentals to the credit of the deceased or the estate of the deceased until such time as lessee is fumished with proper evidence of the appointment and quab-
fication of an exccutor or administrator of the estate, or if there he none, then until lessec is furnished with evidence satisfactory to it as to the heirs or devisees of the
deceased. 1f at any time two or more persons he entitled to participate in the rental payable hercunder, 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 he paid or ten-
dered to him separately or 1o 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 from time to time, exccute and deliver to J.essor or place of record a release or releases covering either a full interest or an undivided
interest in all or anv part of the leased premises or in any one or more zones, fonnations or depths underlying all or any part of the leased premises and thereupon shall
he gelicved of all obhigations thereafter to acerue with respect to the area, zoncs, formations, depths or undivided intercsts covered hy such release. In the event of a re-
Tease of this lease as to all rights in only a purt of the area embraced in the Jeased premises, or as to an undivided interest in all formations in all wi « past of the leased
premises, theseafter the delay rentals hereinabove provided for shall be reduced proportionately.

12. When drifling, production or other operations are delayed, interripted or stopped by lack of water, lahor, material, inahility to obtain access to leased premises, fire,
flond, war, rebellion, insturection, rint, strike, differences with workinen, failure of carriers to transport or furnish facilities for transportation of any product produced here-
under, lack of availuble or satisfactory market, in Lessee’s apinion, for the oil or gas produced, or as a result of an order of any govermnmental agency, (inchuding but not
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limited to orders restricting production) or as a result of sny 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 this 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 be added to the term of this lease.

13. 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, mortgages,
or other liens existing, levied or assessed on or against the above descrihed lands and, in the event it exercises such aption, it shall be subrogated to the rights of any
holder or holders therenf and, in addition to its other rights, may reimburse itself by appl)m;, to the discharge of any such mortgage, tax or other lien, any royalty ar rentals
accruing hereunder. The undersigned lessors, for the mselves and their heirs, successors and assvigns, hereby surrender and release W1 right of dower and homestead in the
premises described herein, in so far as said right of dower and homestead may in any way affcet the purposes for which this lease is made, as recited hercin.

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

ACKNOWLEDGMENT FOR NATURAL PERSONS

(For use in Arizona, Colorado, ldaho, Kansas, Montana, Nebraska, Nevada, New Mexico, North Dakota, Oklshoma, Oregon, South Dakota, Utsh, Washington and ‘Wyoming)

STATE OF z
COUNTY OF s

I, the undersigned Notary Public, do hereby certify that on the ... day of..... . , 19 o
personally and in PErSOn APPEATEA .......ooco oottt e e ee e eme e e e e emcem e n et o e e eme e e sae et s s rensmr e saeaesAsarenan e e seneeenaaranin
B e eee et eeaooeuemeeseeeemteanesemeeasoteseimeomaeeesseemetamstieasreesoiettieastiootessieecisecteiesesamteanetessiminmoeateaaeeet ceareeesearasseenstasreeaneeanennsenee
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 foregomg
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 purposcs therein specified and sec 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, Kansss, Montans, Nebrasks, Nevads, New Mexico, North Dakota, Oklshoms, Oregon, South Dakota, Utsh, Washington snd Wyoming)
STATE OF '
COUNTY OF

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

88,

personally and in person appeared ...

his/her wi e/husband, the slgner ... of the above instrument, and personally known to me to be the person.... described in and who executed the oregoing
instrument and whose name.... is/are subscribed thereto and duly acknowledged to me that ... frcely 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

, 19

My commission expires:
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CORPORATION FORM ACKNOWLEDGMENT

{For vse in Arizons, Colorado, Idsho, Kansas, Montana, Nebraska, Nevada, New Maexico, North Dakota, Oklahoma, Oregon, South Dakots, Utsh, Washington and Wyoming)

STATE OF
COUNTY OF l -
I, the undersigned Notary Public, do hereby certify that on the ..................day of ... iy 19,

before me personally appeared ..... e eeeseeeeeamomeeeteeieeceeeiessseteissoeessimeamieisiieeeeieesssseseesessssirsseseesesies OO PO
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 foregomg 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 thac he is the .... President of ...
said corporation, and that he is acquainted wit corporznon and the seal affixed to said instrument is the corporate seal of said cor| ration
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 volunearily, and Said ..o oo et et ne et n e —eteeeeieceaan et it eae e et snenne e

., to me znd beforc me duly acknowlcdgcd smd instrument to be his own free
and volunmry 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 e L 19

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




FORM: Producers 88 Revised I L A D GAS LEASE {(Previsicns for Pooling & Unitization
BMG, 1968 0 N in Federcl Units)

THIS AGREEMENT. Entered into this the day of 19 .

between

hereinafter called lessor,

and hereinafter called leossee, does witness:

1. That lessor, for ond in consideraticn of the swrn of . Dalicts in hand paid and of the covenants and agreements hereinafter con-
y thesc presents dgoes herebv gr-ng, lease, and let exclusively unto the
witir other orthe ~

tained to be performed by the lessee, has this da anted, leased, and let and by
lessee the hereinafter describzad land, oo ; FE OT Any pPart therect- : E . .SnY Pore
_ , for the purpose of carrying on geological, geophysical and other exploratery work, tncluiing core drill-
ing, and the drilling, mining, and operating for, produeing, and saving all of the vil. gas casinghead ges, casinghead gasoline and all other gases and
their respective constiiuent vapors, and for constructing roads, laving pipe lines, building tanks, cioring oil, bullding nowers, stntions, telephone lines
and other structures therecon necessary or convenient for the economical operation of sald land alsne or conjointly with neighboring lands, to produce,
save, take care of, and manufacture all of such suhstances, and for housing and boarding employces, said traci of land with any reversionary rights

therein being situated in the County of State of come == and deacribed os follovs:

e e e e, 801 €ONtaining e-—— B{T28, Ii0re Or less.

2. This lease s#hall remain in force for a terra of .. vears and as iong thereafter as ofl, gas, casinghead gas, casinghiead gasoline
or eny of the products covered by this lease {s or can be produced.

3. The lessee shall dellver to lessor as rovalty, free of cont, on the lcase, or into the pipe line to which lessee mey connect its <wells the sausl one-
etghth 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 llke grade and gravity prevailing on the day such oil is run into the pipe line or into storage tanls.

4. The lessee shall monthly pay lescor as royalty on gas marketed from each well where gas only Iz found. one-etghthy (13) of the procesds if sold
at the well, or if marketed oy lossez off the leascd prewmaises, then one-eignth (Vg) of its market value st the well. The l2ssoe shall por the loscor: (a)
one-eighth (5). of the proceeds rocelved by the lessee from the sale of casinghead gas, produced from any oill well: (b) one-elghth (}%) of the value,
at the mouth of the well, compufed at the prevalling market price, of the casinghead gas, produced from any oil well and uscd by lessee off the leased
premices for any purpose or uscd on the leased premiscs by the lsssce for purposes other than the development aud operation tharzcof, Lessor sghall
have the privilege at his own risk and expense of using gas Irom any gas well on said land for stoves =nd inside lights in :the principal dwelling
located on the leased premises by making his own connrcections thereto.
Where ges froim o well or wells, capable of producirg gas only, 1s not sold or used for a poried of one year, lessee shall pay or tender as royalty,
an amount equnl 10 the delay rental as provided in paragraph (5) hereci, payable annually at the end of each year during which such gas is not sold
or used, and while saild royalty is so paid or tencercd this lease shall be held as a producing property under paragralLh numbered two hereof.

5. If operations for the drilling of a well for o!l or ras are not commenced on sald land on or before one year from this date, tils lease shall termi-
nate as to both parties, unless the lessee shall, on or beforc one year from this date, pay or tender to the lessor or for the lessor’'s cred!t in the

Bank at . or
1ts 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 ownersihip In 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 ithe coinmencement of drilling operations for a period of one year. In hke manner and upon llke payments or
tenders, the commencement of drilling operations mav be further deferred for like periods successively. A1l payments or tenders may ke made by check
or draft of lessce or any assignee thereof, malled or delivered on or before the rental paying date. Notwithsianding the death of the lossor, or his sue-
cessor In interest, the payment or tender of reatals in the manner provided above shall be binding cn the helrs, devisees, executors, and administretors
of such person.

6. In case sald lessor owns s less fnterest In the above described land than the entire and undlvided fec simple cstaz2 therein then the royalties

and rentals herein provided for shall be pald the said lessor only In the proportion which his inter2st benrs to the whole and undivided fee. However,
such rental shall be increased at the next succeeding rentol anniversary after any reversion occurs to cover the interest so acquired.

7. It at any time prior to the discovery of oil or gas on this land and during the term of this leare, the lossee shall drill a dry hole, cr holes on this
land, this lease shall not terminate, provided operations for tlie drilling of a well chail be commerniced by the next ensuing rental paving date, or pro-
vided the lessee begins or resumes the fpa.yment of rentais in the manner and amount hereinabove provided, and In this event the preceding para-
graphs hereof governing the payment of rentals and the manner and effect thereof shall continnue in force.

8. The lessee shall have the right to use, free of cost, gas, oll and water fouund on said Iland for its operations thereon, except water from the wells
of the lessor. When required by lessor, the lessee shall bury its plpe lines below plow depth and shall pay for damagce caused by its operations to
gmwmi crops on said land. No well shell be drilled nearer than 200 feet to the house or barn now on sald 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, bulldings and other
structures placed on said premises, including the right to draw and “=2mmove all casing, but lessee shall be under no oblization to do so, nor shall lessee
be “ndetl;lallly obligation to restore the surface to iis original condition, where any alterations or changes were due to operations reasonably necessary
under this lease.

9. If the estate of cither party hereto is assigned (and the privilege of ascigning in whole or in part is expressly allowed). the covenants hercof
shall extend to the heirs, devisees, executors, administrators, successors, and ossign, but no chanze 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 it has teen furnished with either the originel recorded instrument of convevance
or a duly certified copy thereof or a certified copy of the will of any deceased owner and of the protate thereof, or certlfled copy of tae procecdings ehow-
ing appointment of an administrator for the estate of any deceased owner, whichever Is nppropriate, together with all original recorded instruments of
conveyance or duly certified copies thereof necessary in showing a complete chain of title back to lessor to the full Interest claimed, and all advance
payments of rentals made hereunder before receipt of sald documenis shall be binding on any direct or Indirect assignee, grantee, devisee, adminis-
trator, executor, or heir of lessor.

10. If the leased premises are now or shall hersafter be ownel in severally or In separste tracts, the premises nevertheless shall be developed and
operated as one lease, and sll royalties aceruing her-under shall be treated as an entirety and shall te divided among and paid to such separate owners
in the proportion that the acreage owned by each separate owner bears to the entire leascd acreage. There shall be no obligation on the part of the
lessee to offset wells on scparate 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. It is hereby agreed that in the event this lease shall be essivned as to a part or as to parts of the above
described lznd and the holder or owner of any such part or ports siiall make default in the payment of the proportionate part of the rent due from him
or them, such default shall not operate to defeat or affect this lease Insofar as it covers a part of said land upon which the lessee or any assignee hereof
shall make due payment of said rentals,

11. lessor herehy warrants and agrees to defend the title to the land herein cCereribed sand agrees thay the lessee, at 1%s option, may pay and dis-
charge in whole or in part any taxes, mortgages. or other liens ex'sting, levied, or n~ssessed on ¢r against the above described lands and, in event it
exercisas such option, it shall be subrogated to the rights of any holder or holders thereof end may relmburse itself by applying to the discharge of any
such mortgage, tax or other lien, any royalty or rentals accruing hereunder.

12, Notwithstanding anything in this lease contained to the eontrary. it is exprescly agreed that {f 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 pro-
duction results dthe!'efro::m, then as long thercafter as oil, gas, casinghesd gas, cesinghead gasoline or any of the products covered by this lease is or
can be produced.

13. If within the primary term of this lease, production on the leared premises chall cease from any cause, this lease shall not terminate provided
operations for the drilling of a well shall be commenced kefore or on the noxt enzuing rental paying date; or, provided lessee begins or resumes the pay-
ment of rentals in the manner and amount hereinbefore provided, If, after the expiration of the primary term of this lease, production on the leased
premises shall cease from any cauce, this lense shall not terminate provided lessee resumes operations for drilling or reworking a well within sixty (80)
days from such cessation, and this lease shall remain in force during ine prosecuticn of such opcrations and, if production results therefrom, then
as long as producticn continues.

14. Lessee may at any time surrender or cancel this lease in whole or In part by delivertug cr mailing such release to the lessor, or by placing same
of record in the propor countv. In case sdld lease is surrendered and cancelled a3 to nnly a portion of the acreage covered therebv, then all payments
and labllities thereafter accruing under the terms of said lease as to the portion canceled shall cease and determine and any rentals thereafter paid
may be a,Pporuoned on an acreage basis. but as to the portion of the acreage notl released the terms and provisions of this lease shall continue and re-
main {n full force and effcct for all purposes.

15. All provisions hereof, express or implied, shall be subject to all fcderal and state laws and the orders, rules, or regulations (and interpretations
thereof) of all governmental agencies administering the same, and this lease shall not be §n any way terminated whelly or partially nor shall the lessee
be liable in damages for fallure to comply with any of the express or implied provisions hereof if such failure accerds with any such laws, orders, rules
or regulations (or interpretations therecf). If lessec should be prevented during the last six months of the primary term hereof from drilling a well
hercunder by the order of any constituted authority having jurisdiction thereover. or if lessee should b2 unable during sald period to drill a well here-
under due to equipment necessary in the drillihg thereof not being avallable on account of any cause, the primary term of this lease shall continue until
:lx months after sald order {s suspended and/or said equipmnent is available, but the lessce shall pay delay rentals herein provided during such cxtended
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17. Lessee is 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 apnroved by the Secretary of the Interior of the United States of
Ainerica, or his duly authorized representative for the area involved insofar as any Federal owned or supervised lands in such Unit area are concerned.
This right shall be deemed to have been exercised upon the filing of an executed copy of such Unit Agreement and Unit Operating Agreement in the
records of the county in which the land herein leased is situated. Upon sald instruments being so recorded, this lease shall be deemed to be amended to
the extent necessary to conform to the terma and provisions of sald Unit Agreement and Unit Operating Agreement.

18. SPECTAL PROVISIONS:

18. This lease and all its terins, conditions, and stlpulatloné shall extend to and be binding on all succeasors of sald lessor and lessee.
IN WITNESS WHEREOF, we sign the day and year first above written.

ACKNOWLEDGMENT
(INDIVIDUAL)
STATE OF NEW MEXICO, ?
58.

COUNTY OF ..eovini it ian e S

On this day of 19 before me personally appeared

to me known to be

the person . described in and who executed the foregoing instrumeut, and acknowledged that
executed the same as free act and deed.

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

My commission expires Notary Public
ACKNOWLEDGMENT
(INDIVIDUAL)
STATE OF NEW MEXICO, 2
) 55

COUNTY OF ..ooovniiiiii i S

On' this day of 19 before me personally appeared

to me known to be

theperson ______ described in and who exccuted the foregoing instiument, and acknowledged that
exccuted the same as free act and deed.

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

My commission expires Notary Public
ACKNOWLEDGMENT
(CORPORATE)
STATE OF NEW MEXICO, 2
s
COUNTY OF tvvvniiiiiiiiiiiiiiiniiiniinnes S
On this day of before me personally appeared

to me personally known,
who being by me duly sworn, did say that he is of

- a corporation organized under the laws
of the 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 frec act and decd of
said corporation,

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

My commission expires Notary Public




PRODUCERS 88 OIL AND GAS LEASE

AGREEMENT, madeasof the day of 19 . between

Lessor {(whether one or inore). and
essce, WITNESSETH:

. Lessorin 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
_essee for the purpose of investigating, exploring, prospecting, drilling and mining for and producing oil and all gas of whatsoever nature or kind, including all associated hydrocarbons produced in
 liquid or gaseous form, laying pipe lines, building roads, tanks, powerstations, telephone lines and other structures thereon to produce, save, take care of . treat, transport and own said products,

he following described land. including any revisionary rights therein, in the County of State of 1o wit:
ontaining acres, more or less.
This lease is subject to anexisting oil and gas lease of record in the above specified County in Book at Page and shall become effective upon the expiration of such lease

chdate herein called “Effective Date™and all references hierein to “anniversary date " shall be considered a reference to ananniversary of the Effective Date); provided thatif said existing otland
aslease has notexpired priorto one (1) year afterits primary term, this lease shallautomatically terminate. This lease is also subjecttoanunrecorded Supplemental Agreement between the parties
creto dated as of the @ 1+ [irst above written which affects the provisions of this lease. Subject to the other provisions herein contained, this lease shall be for a primary term of ten years from the
tlective 1date and for as fong thereafter as oil or gas is produced from the above deseribed bind or from land pooled with atl or any part thereof.

Royalties on production underthis lease shall be paid by Lessee to Lessor asfollows: (a) One—ighth of all oil produced and saved, to bedcelivered atthe well orto Lessor'screditinto the pipeline
0 which Lessee may connect the well. At Lessee’s option Lessee may. at any time or from time to time, purchase Lessor’s oil at the well, paying therefor the market price for oil of like grade and
ravity prevailing for the ficld where such oil is produced on the date of purchase. (b) One-cighth of the net proceeds realized by Lessee from the sale of gas. including casinghead gas and other
aseous substances sold by Lessee (except the net procecds subject to refund by Lessee to any purchaser of said gas pursuant toany order, rule or regulation of the Governmental Regulatory body), as
sleulated at the welthead: butif gas, including casinghcad gas and other gaseous substances, is uscd by Lessee off the above described land or land pooled withall or any part there of, one-eighth of
e market value calculated at the wellhead. (c) Solely for the purpose of paying royalties on oiland gas hereunder, the term “oil " means any hydrocarbon prod uced orseparated atthe wellasa liquid.
icluding but not limited 1o crude oil and condensate, and the term “gas™ means any hydrocarbon or other substance produced or separated in a gaseous state at the well. (d) If a well on the above
escribed land or on land pooled withall orany part thereof is capable of producing gas butis shutinand no gastherefrom issold or used, such shut-in well shall, under all of the provisions of this
ase. be considered a well onsuch tand producing gasin paying quantities and shall continue this fease in force at all times while such well isso shut in, whether during or afterthe primaryterm, If
1ere 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 (31.00) per year per net royalty acre
s1ained hereunder, such pityment or tender to be made on or before the anniversary date of this kease nextensuing or within90days aftersuchdate and therealteron or before the anniversary date of
1's lease during the period such well is shut ip, to the royally owners or to the royalty owners® credit in the depository bank herein designated.

1l aperations for the drilling of a well for oil or gas are not commenced or il there is no oil or gas being praduced on said lund oron fand pooled with allorany part thereof as hereinafter provided
n or before one year from the Effective Date, this lease shall terminate as 1o both parties, unless the Lessee on or before that date shall pay or tender to the Lessor or to the Lessor's credit in the

Bank at or its successors, which shall continue as the depository for rental regardless of

hanges in the ownership of said land, the sum of DOLLARS (& ) which shall operate as a
nial and cover the privilege of deferring the commencement of operations for drilling of a well for twelve months from said date. In like manner and upon like payments or tenders the
ommencement of operations for drilling of a well may be further deferred for like periods of the same number of months successively. All payments or tenders may be made by check or draft of
essee orany assignee thereof, mailed or delivered on or before the rental paying date. Iis understood and agreed that the consideration first recited herein, the down payment, covers not only the
rivilege grinted to the date when said first rental is payable as aforesaid, but also the Lessees right ofextending that period as aforesaid, and anyand all other rightsconferred. If such bank {(orany
ccessor bank)should fail. liquidate or be succeeded by another bank, or for any reason fail or refuse to accept rental, Lessee shall not be held indefault for failure to make such payment or tender of
ental until thirty (30) days alter Lessor shall deliver to Lessee a proper recordable instrument, naming another bank as agent 1o receive such payments or tenders.

ﬁ,_ i 5

f prior todiscovery and production of oil or gas on said land or on acreage pooled therewith, Lessee should driltadry hole or holesthereon, orif after discovery and production of oil or gas. the
oduction thereof should cease from any cause, thislease shall not terminate if Lessee commencesoperations for drilling or reworking within sixty (60) days thereafter or, if it be within the primary
rm. commences or resumes the payment or tender of rentals or commences operations for drilling or reworking on or before the rental paying date next ensuing after the expiration of sixty days
om date of completion of dry hole or cessation of production. Ifat any time subsequent to sixty (60) days prior to the beginning of the last year of the primary term and prior to the discovery of oil or
isonsaid land, oronacreage pooled therewith, Lessee should drilta dry hole thereon, no rental payment or operations are necessary in orderto keep the lease in force during the remainder of the
imary term. If at the expiration of the primary term, oi! or gas is not being produced on said tand. or on acreage pooled therewith, but Lessec is then engaged in drilling or reworking operations
ereon or shall have completed a dry hole thereon within sixty (60) days prior to the end of the primary term, the lease shall remain in force so long as operations on said well or for drilling or
working of any additional well are prosecuted with no cessation of more thansixty (60) consccutive days, and if they result in the production of vil or gas, so long thereafler as oil or gas is produced
om said land or acreagp pooled therewith,

ifsaid Lessorownsa lessinterestin the above described land than the entire and undivided fec simple estate therein, then the royaltics and rentals herein provided shall be paid the Lessor onlyin
oportion which hisinterest bears to the whole and undivided fee: however, such rental shall be increased at the next succeeding rental anniversary afterany reversion occurs to cover the interest so
quired. If this lease now or hereafter covers separately owned tracts. no pooling or unitization of royalty interest as betweenany such scparately owned tracts isintended or shall be implied or resutt
crely from the inclusion of such separately owned tracts within this lease. As used in this paragraph, the words “separately owned tract™ mean any tract with royalty ownership differing. now or
reafter. either as 10 parties or amounts, from that as to any other part of the leased premises.

Lessee shall have the right to use, free of cosy, gas, oil and water produced on said tand forits operation thereon, except waterfrom ditches. ponds, reservoirs, or wells of Lessor. When requested
' Lessor, Lessee shall bury Lessee’s pipe lines below plow depth, No welishall be drilled nearer than 200 fect to the house or barn now on said premises without written consent of Lessor. L.essee shall
iy for damagescaused by Lessee’s operations to growing crops on said land. Lessee shali have the right atany lime 10 remove a)l machinery and fixtures placed on said premises. including the right
draw and remove casing.

If the estate of cither party heretoisassigned -- and the privilege of assigning in whole orin partisceapressly atlowed  the covenants hereof shall e xtend to their heirs, executors. adinistrators.
ccessors or assigns. but no change in the ownership of the land, or assignments of rental or royalties shall be binding on the Lessce untilafier the Lessee has been furnished with originals or certified
ipics of muniments of title deraigning title from Lessoriand itishereby agreed thatinthe event this fease shall be assigned us 1o a part orasto parts of the above described lands and the assignec or
signees of such part or parts shall fail or make defaultin the payment of the proportionate part of the rents due from him or them, such default shall not operate to defeat or affect this leasc insofur
itcoversa part of 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 orin part, Tessce shall be
lieved of all obligations with respect to the assigned portion or portions arising subsequent to the date of assignment. In the event of death of any person entitled to rentals hereunder. Fessee may
'y or tender such rentals 1o the credit of the deceased or the estate of the deceased until such time as Lessee is(urnished with praper evidence of the appointment and qualification of an executor or
'ministrator of the estate, or if there be none, then until Lessee isfurnished with evidence satisfactory to it asto the heirs or devisces of the deceased. 1 at anytime lwo or more persons be entitled to
ructpate in the rental pavable hereunder, Lessee may pay or tender said rental jointly 1o such persons or to their joint eredit in the depository numed herein: or..at Lessee’s clection, the
aportionite part of said rentals to which cach participant is entitled may be paid or tendered to him separately or to his separate creditin said depository: and payment ortender 10 any participant
his portion of the rentals hereunder shall maintain this lease as to such participant.

Lessee may atanytime and from time 10 time. execute and deliver to Lessor or place of record a release or releases of thislease astoa full or undivided interestinall or anyone or more strata
derlying all orany part of the above described land and shall thereupon be retieved of atl obligations thereafter accruing with respect to the arca. strata or undivided interest so released. Rentals
all be proportianately reduced in the event of the release of all rights in a part of the arca of sisd fand or of all rights in an undivided interest in all or a part of the arca of said land,

When drilling, production or other operations are delayed, interrupted or stopped by lack of water. labor. material, inability to obtain access to leased premises, fire, flood. war. rebellion.
surrection, riot, strike. ditfferences with workmen, failure of carriers to transport or furnish facilities for transportation of any product produced hereunder. lack of available orsatisfactory markei,
Lessee's opinion, for the o1l or gas produced. or as a result of an order of any governmental agency. (including but not timited to orders restricting production) or as a result of any cause beyond the
ntrol of Lessec. the time of such delay, interruption or stoppage shiall 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 the period of such delay, interruption or stoppage shall be added to the term of this lease.

Lessor hereby warrantsand agreesio defend the title 10 the land herein described. and agrees thatthe Lessee, atits option, may pay and discharge any taxes, morigages. or other liensexisting.
nied or assessed on or apainst the above described lands 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
thts. may reimburse itsell by applying to the discharge of any such mortgage. tax or other licn, any royalty or rentals accruing hereunder.




13, Thislease may beexecuted inanynumber of counterparts and cach such counterpart so executed shall have the same force and effectas an original instrument. Should any one or more of the
partics above named as Lessor fail to 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 themselvesand for their heirs, successors and assigns hereby surrenderand 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 purposcs for which this lcase is made, as recited herein,

15. Inthe event that Lessor, during the primary term of thislease, receives a bona fide offer which Lessoris willing to accept from any party offering to purchase from Lessor a leasc coveringany ot
all of the substances covered by this lease and covering all or a portion of the land descirbed herein, with the lease becoming effective upon expiration of this leasc, Lessor hereby agrees to notify
Lessee in writing of said offer Immediately, including in the notice the name and address of the offeror. the price offercd and all other pertinent terms and conditions of the offer. Lessee, fora perind ot
fifteendays after the receipt of the notice, shall have the priorand 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 terms and conditions specified in the offer. All offers made up to and including the last day of the primary term of this lease shall be subject to the terms and conditions of this Section. Should
Lessee elect 1o purchase the lease pursuantto the terms hereof, it shall so notify Lessorin writing by mail or ielegram prior to expiration of said | S-day period. Lessee shall promptly thereafter furmsh
10 Lestor the new lease (ar exccution on behalf of Lessor(s) along with Lessee's sight deaft payable to Lessor in payment of the specified amount as consideration {ar the new lease. such draft being
subject only to approval of title according to the tesms thereof. Upon receipt thereof, Lessor(s) shall promptly exccute said lease and return same along with the endorsed draflt 10 Lessee's
representative or through Lessor(s) bank of record for payment.

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

STATE OF } INDIVIDUAL ACKNOWLEDGMENTS
COUNTY OF 5 , (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 me

that___......__executed the same.
IN WITNESS WHEREOQF, 1 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 )
Onthis.._________ 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

hat_____._____executed the same.
"IN WITNESS WHEREQF, I have hereunto set my hand and official seal the day and year last above written.

Notary Public

My commission expires Residing at
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‘TATE OF } s CORPORATE ACKNOWLEDGMENT
‘OUNTY OF {Colo., Mont., N. D,, S. D., Utah, Wyo.)
On this day of , 19 before me ,
Notary Public, personally appeared
nown to me to be the President of o e

he corporation described in and that exccuted the within instruinent, who, being by me 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

esolution of its Board of Directors and said

cknowledged to me that said corporation executed the same.

IN WITNESS WHEREOTF, I have hercunto set my hand and affixed my official seal the day and year above written,

Notary Public

ly commission expires Residing at




