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OIL AND GAS LEASE
3 THIS LEASE AND AGREEMENT, made and entered this 23rd day of June, 1954, by and between
fMAX P. SCHIEFELBEIN, a single man hereinafter called "Lessors® (whether one or more), and
gTHE TEXAS COHPANY, a Delaware Cornoration hereinafter called "Lessee,®

| WITNESSETH: That in consideration of the sum of Ten Dollars ($10.00) paid by Lessee to
ELessors, the receipt of which is hereby acknowledged, and of the covenants herelnafter con-
!tained by Lessee to be kept and performed, Lessors do lease, let and demise unto Lessee,
for the purposes herelnafter set forth, that certain land in the County of Bureka, State of

Hevada, described as follows, to-wit:
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ovmsnin 27 Noprth Hange bl Last, WD
Section 13: the Northeast quarter (NEZ)
Tovmshin 27 North Range 52 East, HMDB&M

Section 18: Lots 1 & 2; the East half of
the Northwest quarter (LENW:)

and containing a total of 314,94 acres, more or less,
with the sole and exclusive right to explore for, drill for, produce, extract and take oill,
gas and otner hydrocarbons (and water for its operations on the leased land) from the leased
land during the term hereinafter provided, and the right to construct, erect, maintain,
onerate, use, reprair, replace and remove pipe lines, telephone, telegraph and nower lines,
tanks, machinery, avrpliances, buildings and other structures useful, necessary or proper
for carrying on its opnerations on the leased land, together with rights of way for passage !
over, upon and across, a2nd ingress and egress to and fmon the leased land for any or 211 of
the above-mentioned purposes. Lessors reserve the right to occupy and to lease the same
for agricultural, norticultural, logsging or srazing purposes, subject to the rights of Less-

ee herceunder,

70 HAVE AWD T0 HOLD the leased land for the term of twenty (20) years from and after |
the date hereof and so long thereafter as oil or gas or other hydrocarbon substances are
produced in paying quantities from the leased land.,

In consider=tion of the premises, the nerties hereby resrectively covenant and agree:

1. On.or before ten (10) yvears after the date hereof (the last day of said vneriod
being hereinafter referred to as the %working date"), Lessee shall either commence "drill- .
ing overations™ on the leased 1land and thereafter continue its onerations with reasonable
dilicence until oil or gas in payins quantities is found or a2 -depth is reached at which
further drillin;; would in the judgement of Lessee be unrrofitable, or quitelaim end surren- |
der tnis lense as hereinafter provided. ;

2., If o0il or Za2s is not obtained in naying quantities in the first well drilled on
the lensed land, Lessee within six (6) months after its comnletion or abandonment, shall
commence drilling overabions for a second well, ond shall vnrosecute the same with reasonable
Alligence un®til oil or gas is {found in neying quantities,; or until 1T is drilled to a denth
at which further drillinc would, iz the judement of Lessee, be unnrofitable; and Lessee
shnll in 1like mrenner continue its onerstions until oil or gas in paying quantities is found
or this lease terminnted; provided, however, thet nothing in this »naragranh contzined shall
reonire the commsncement of drilling orerations for the sSecond or any subsequent well (other:
then »n off'set well) hefore the seid working date, If, however, before said workine date,
there shall be any neriod of rmore then six (6) months between the completion or abandon-
ment of any well :nd the commencement of drilling onerations for the next well or the ter-

mination of tnis lense for which rental has not theretofore been poid, Lessee shall pa
rental for such veriod at the rate hereinafter set forth, in installments, quarterly in ad-

ance,

A
hereof whenever there shall have been drilled thereon a number ofwells equal to the number

of acres then subject to this lease divided by forty (40), plus one (1) additional well for |
eny remsinine me jor fraction. If oil is found in paying cuantities in any well drilled by !
Lessee on the lessed 1land, Lesseec to the exbent that it is not prohibited from so doing
under snnlicable laws, rules or re~sulstions, will continue to drill wells for oil as rapidly.
28 one string of tools, working with ressonahle dilipence, can comnlete the same, with not |
more then six (6) months bhetween the completion or abandonment of one and the commencement |
of overstions for the nexht, until the leased land has been fully drilled. fter the leased
l2nd has been fully Adrilled, Lessee mry ot any time drill further wells 1f 1t shall so
elect, but it shall not be remired so to do. After one or more wells have been drilled on
the leased land, if the only production obitainable from such well or wells is gas, and if g
such ~as nroduction is in p=ving auantities, the leased land shall be considered zs zas
1end and not 28 oil land until at some later date oil in peyine cuentities is discovered,
While the lersed lend is considered as ~as l=and, drilling for oil shall not be required,
excent to commly with the provisions of this lease relative to offset wells. Lessee shall, ;
however, drill further wells for gas if and to the extent that such drilling is reaquisite

3. The leased lomd shall be deemed to have been "fully drilled™ within the meaning
a

for the nroner develomnment of snid land for gas; but it shall not be required to drill more |
ras wells then are necessary to sunply such nart of the market demand for gas from the field
as may fairly and reasonably be armortioned to the leased land, :

l, If, before the leased land has been fully drilled, a well producing oil in paying
quantities (hereincfter colled an "outside well") is drilled upon adjacent land not owmed
or controlied by Lessors within three hundred thirty (330) feet (hereinafter called "offset
distance®) from a boundry of the leased land, Lessee shall offset such outside well by the
commencement of drilling operations at a suitable offset location on the leased land within
six (6) months after it is ascertained that the production of oil from such outside well
is in neying quantities, excent that (a) if a well is heing drilled on the leased land, said
time shall be extended until six (6) months after the completion or azbandonment of the well
so drilled, or (b) if there 2lready exists or is being drilled on the leased land a well at
2 suttable offset location, it shall take the place of the required offset well., A sult--
able offset location within the meaming hereof shall be one which is within theoffset dis-
tance from the boundary and not more than twice the of fset distance from a line dravn from
the outside well to the nearest point in said boundary and extended through the leased land,
Offset wells shall be counted in determining when the leased land has been fully drilled.

5. Lessee has naid Lessors' rental in full hereunder for the first twenty-four (24)
months of the term hereof., If Lessee has not commenced drilling operations on theleased
land or terminated this lease within that time, Lessee commencing with the exniration
thereof, shall pay or tender to Lessors annually in advance, as rental the sum of one dollar
(31,00) ner acre for so much of said lond as mey then still be held under this lease at the
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time of peyment and shall conftinue such payments until drilling operations are commenced or
this lease terminated, -

6. Except as herein otherwise provided, Lessee shell drill each well and overate each
completed well in accordance with good o0il field practice so long as such well shall produce
oll or gas in vaying quantities but in conformity with any reasonable conserv~tion or cur-
tallment program affecting the drilling of wells or the production of oil or gas or either
thereof from said land to which Lessee may voluntarily subseribe or become a party, or with
any conservation or curtailment program which may be imposed by law or by any appropriate
governmental agency. After the completion of the first oil wel] %ri ei%%fggﬁproducing
operations hereunder (excent of offset wells when wells offset/ate’belng opérated) may be
suspended while the price offered generally to nroducers in the same vicinity for oil of
the quality produced from the leased land is seventy-five cents (75¢) or less per barrel at
the well, or when there is no avallable market for suveh oll at the well, and in elther case
for a veriod of ninety (90) days after the reason for suspension ceases to exist., Gas wells
need not be orerated when there i3 no market for gas at the well at a price and under con-
ditions which Lessee bélieves to be for the best interests of both narties hereto.

7. The term Magreed share" as used herein means one-eighth (1/8%th)/

8. Lessee shall pay Lessors as royalty on oil the value of the agreed share of all oil
produced and removed from the leased land, after making the customary agdjustments for tem- )
perature, water and b.s. at the nosted available market price at the well Tor oil of like :
gravity on the day the oil is so removed, or at Lessors' ovtion, in lieu of such poyment
o i Lessee shall deliver the agreed share of said oil, free of cost, inbo Lessors' tanks on the
leased land or into pipe line thereon designated by Lessors. A change from payment in cash ¥
to delivery in kind, or vice versa, mey not be made oftener than once in any calendar yeasr -
tand then only on sixty (60) days prior written notice to Lessee, If royalty on oil is pay- E
“able in cash, Lessee may deduct therefrom a provortionzte part of the cost of treating un- v
merchantable oil produced from the leased land to render it merchantable., In the event .
such o1l is treated elsewhere than on the leased land, the Lessors' cash royalty shall also ;
' bear 2 corresvonding nrovortionate vert of thecost of transnorting the oil to the tresting ]
plant. Nothing herein contained shall be construed as obligating Lessee to treat oil. IFf .
Lessors shnll elect to receive the royalty on oll in kind, it shall be of the same quality
‘23 the o0il removed from the leased land for Lessee's owm account, andif Lessee's owm oil
. shall be treated before such removal, Lessors! oil will be treated therewith before delivery
to Lessors, =and Lessors, in such event, shall nay a proportionate nart of the cost of treat-
-ment, Mo royalty shall be due Lessors for or o account of oil used by Lessee in operations
con the lensed land or lost through evaporation, lenkage, fire or other casualty prior to
" the removal of the same or prlor to delivery to Lesscors if royalty shall be delivered in

kind, :

9, Lessee shall nay Lessors as royaliy on natural gas the agreed share of a value
g i wnich shall be the sum of the Tollowing:

2) The net proceeds received by Lessee from thesale of gas produced from wells
: on the lensed lend (whether such ras he sold by Lessee in its natural state or as re=-
5 sidual dry gas after exiracting gasoline therefrom). Gas treated at a gasoline exe-
! traction nlant not ormed or operated by Lessee end for which Lessee receives a royalty 2
f from the operator of such plant shall be deemed sold in its natural state Toran amount
f equal to themarket value of the royalty received by Lessee. Except as otherwise nro-
" "vided herein, gas used or consumed by Lessee in operations other than under this lease
shall be deemed sold for the market value thereof. The value of gas used or consumed
; in the oneration of & gasoline extraction vlant (to the extent that it is so used for
; nrocessing gas from the leased land), or in onerations on theleased land, or in re-
pressuring any oil berring formation from which a well or wells on the leased land is
nroducing, shall not be included;

b) The market value at the extraction plant of 21l gasoline extracted and saved
from natural gas from the leased land as a result ofprocessing such ges at a nlaat ovmed
or omnerated by l.essee, lesg the cost of such vrocessing, which cost for the nurvoses
i hereof will be deemed to be sixty percent (60%) of said last-mentioned market value;

¢) The market value, at the nlant where extracted, of all gasoline received by
Lessee as o result of the processing of natural gas from the leased land at a plant

? not ovmed or ovnerated by Lessee (if such processing is not on a royalty basis) less
the cost to Lessee of such processing,

| Nothing herein contained shall obligate Lessee to treat or process natural gas nor
hall Lessee he obligated to save, scell or otherwise dispose of natural gas or residual dry
25, as the case may be, unless there is a market therefor at tre well or pmeessing plant

t 2 nrice and under conditions which Lessee believes to be for the best interest of both
rtbies hereto, or H0 payroyalty on ony gas which is neither sold nor used.
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4 f 10, Settlement shall be made by Lessee on or before the 25th day of each calendar
: . month for all royalties which acerued during the preceding month and Lessee shall furmish
Lessors monthly statements showing the comnutation of royalties. Lessors agree to eamine

nromptly each and all stetements and remittances forwarded by Lessee to them hereunder and
prommtly advise Lessee of any objection thereto.

11. If, after the discovery of oil or gas on theleased land, Lessee, in its operations
hereunder, shall vse electrical power in lieu of oil or ges produced from the leased land,
Lessee may deduct from royalties or other payments aceruing to the Lessors the agreed share
' of the cost of such electricity so used, not, however, in excess of the agreed share of the
. velue of the oil or gas produced from said land which would otherwise have been used as fuelj

' 12. The rentals and royalties provided for in this lesse are based on the whole of the
oil and gas rights in the land described above. If Lessors owm less themn the whole of the
01l and gas rights in said land, the rentals and royalties accruing hereunder shall be pro-
portionately reduced., Lessee shall not be deemed to be in default in payment of any roy-
21ties or rents hereunder while the title of Lessors is challenged by any third person, or

.
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while any third person appears to have any right, e or Interest adverse To Lessors;
provided, however, that if sueh adverse interest affects only a part of the leased land
or a part of the interest of. Lessors therein, the foregoing provisions. shall apply only if
Lessee shall pay to Lessors such part of the total rent or royalty as is applicable to the
land or interest not affected by suech adverse claim,

13, The nayments required to be made hy Lessee hersunder may bhe made by its check
issued and made payable as hereinafter provided. All persons entitled to pvarticipate or
share in such payments shall, at the request of Lessee, unite in a written designation of
one person, bank or corporation to receive such payments, to the end that Lessee shall not
be required to make any payment otherwise than by one check, which check shall be nayable
to but one payee, such payee to assume the burden and responsibility of making a proper
distribution without exnense to Lessee among the versons entitled thereto., When such des-
ignation is made, sald nayments may be made by malling such check to the payee at address
designated., Until such designation is made, such checks may be made payable and may be
mailed to Hox P, Schiefelbein at Palisade, Nevada, A waiver by Lessee of the nrovisions of
this paragraph in the making of any payment or payments shall not be deemed a waiver there- |
of with respect to subsegquent nzyments. If at any time there be no one person, bank or l
cornoration ruthorized to receive wnayments hereunder, the time for meking such nsyments
shall be extended until Lessee has been notified of such desipmation,

14, No chanme in the ovmership of lend or minerals covered by this lease, and no assign-
ment or transfer by operation of law or otherwise of rents or royslties shall be binding
on lessee until 1t has been furnished with satisfactory written 'evidence thereof,

15. Lessee shall nay a2ll taxes levied upon or assessed against its imrrovements, fix-
tures ~nd versonal vdroperty on the leased land, including Lessee's o0il stored thereon.
Taxes levied upon or essessed 2geinst the metroleum minerals and petroleum mineral rights
(or, if same shnll not be serarately assessed, such pert of the taxes on the leased land as |
are due to the discovery of oil or gas on the leased 1l~nd or lsnds adjacent thereto) shall
R be naid as follows: The agreed share thereof by all of the mersons entitled %o share in !
the royalty hereunder, according to thelr severzl interests in sald royalty and the remcinder
thereof by Lessee. Any severance tax or other tax, assessment, or license now or hereafter |
levied or imposed, measured by the quantity or value of oll, natural gasoline, gas or other |
hydrocarhon subsirsnces nroduced from the leased land, or any thereof, shall be horne by the
_ parties in the same ratio as taxes on netroleum minerals and retroleum mineral rights.,

o — Lessee shall not be lisble for any speclsl assessment for loczl imnrovements or benefits,

16. Lessee, at its own cost and expense, shall nay for all lebor nerformed and mat-
erizls furnished in the onerstions of Lessee hereunder and Lessors shall not be chargeable
with, or liable for, any naert thereof. Lessee shall vprotect said lezsed lend from liens
of every charccter r~rising from its orerations. Lessors may post and keep posted on the
leaged land notices to nrotect the ssme from liens,

17. Uvon the written reaquest of Lessors, Lessee shall lay 211 nive lines which it
constructs through cultivated vorsions of the leased land below nlow derth =nd upon similar
request shall fence 21l sumn holes and obther excavations to safeguard livestock,

18, If Lessors are the owners of the surface of the leased land, Lessee shall nay the |
amount of all dmmage to livestock, crops, fruit or nut trees, timber,fences, ditches, buil-
dings and other immrovements caused by Lessee's overations on theleased land which nayment
shall be m=de to Lessors or Lessord' tenant, whichever shall svstain such damage, £11 dis-
putes as to the amount thereof shall be determined by arbitration. If Lessors are not the
ovmers of such surface, Lessee will hold Lessors harmless from all claims and demands aris- |
ing out of Lessee's operations hereunder which may be asserted by the ovmer of the surface |
or by any tenant of such owner, |

19. Lessee shall not drill any well on said leased land within one hundred (100) feet
of any nov existins buildinge thereon without written consent of the owmer of such building,
nor shall Lessee drill any well upon lands occunied, used or held for railroad purnoses.

20. Lessors, at a2ll reasonable times, may insnect the leased land ané the worl: done ‘
2nd in vrogress thercon, =nd the production therefrom. Lessors may also examine the books |
kent by Lessee in relation to the amount and character of the vroduction from the leased ;
land and disnosition thereof. Lessee, on written request of Lessors therefor, shall fur- ;
nish to Lessors conies of logs of 2ll wells drilled by Lessee on the leased land.

£
i

21. Leasseec sheall have the right ot any time to remove from the leased lend any ma- f
chinery, riss, pining, casing and other property andimnrovements helonging to or furnished
by Lessee, includin~s that installed in wells or obtherwise affixed to the land; provided that,
in the event ol the terminetion of this lease in its entirety, such removal shall be com- |
plebed within four (4) months thereafter r~nd, in the event of the terminstion of this Jease ;
25 to a rortion of the leased lend, all such proverty not needed by Lessee for its opera-
tions on 1lend retained under the lease shall be removed from the land 2s to which tThis
lense 18 terminated within four (L) months after such partial termin-~tion, and the remainder
shall be removed within four (%) months after the termination of thelease in its entirety.
Legsee, after termination of this lease, si 11 fill all sump holes and other excavations |
made by it on the leased land and in other respects restore the leased land as nearly to ’
it5 original condition ns is reasonsbly practicable, but Lessee shall not be obliged to re-
store anyching Tor which 1t may theretofore have made payment by way of deomages, ;

22, Lessee, 2t its option, may ot =2ny time quitclaim and surrender all of theleased
land, in which event this lease shall be at an end and Lessee shall be relieved of all ob-
ligetions tnereunder save and except the obligation to pay rents and royalties theretofore
acerued and any obligation hereby imnosed for removal of equivment and restoration of the
nremises, . Lessee, at its option, may at any time, or from time to time, cuitelaim and sur-
render any vrart of the leased lands not desired by it, and in such event the amount of any
rental provided for in this lease shall thereafter accrue only on thebasis of the land not
so aquiteclaimed, and the number of wells to be drilled shall be determined by the acreage
retained. Land so quitclaimed shall remain svubject to the easements and right of way herein
nrovided for so long as operations are beins carried on by Lessee on the retained part of
the leased land, and Lessors agree that there shall not be drilled on the quitcleimed land
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, any oll or gas ve which is withlin three nhundre 1rty 0 eet of any well revained oy
Lessee or belng drilled by it.

23, Lessee may at any time with respect to a designated part or all of the leased
land, (a) surrender its right to »roduce oil, or (b) surrender its right to produce gas,
A surrender of the right to produce oil shall include a surrender of the right to produce
the gas which will necessarily be produced therewith. A surrender of oil rights in all of
| the leased land will relieve Lessec of further obligation to drill oil wells. A surrender
tof oil rights in a part only of the lensed land will reduce the number of required oil wells
i to a number determined by the acreage as to which oil risghts are retained by Lessee., A
 surrender of oil rights shall have no effect on oblipations to drill for .gas and a surrender
of mas rights shall hnave no effect on obligations to drill for oil. .

21, Performance of covenants and conditions impnosed upon Lessee hereunder shall be
excused while, and to the extent that, Lessee is nrevented from complying therewith, in
whole or in nart, by law, war, riots, strikes; lockouts, action of the slements, accidents, 3
] inability to obtain materials in the open market or to obtain transwortation therefor, rules i
- and regulations of any federal, state, municinpal or other governmental asency or eny other 4
canse heyond the control of tThe Lessee, vhether similar or dissimilar to those herein snec-

;ifically enumerated and without regard to vhether such cause exists at the date hereof or
g ' hereafter arises.
———— . t

; 25. 2) If the Lessee shall fail to promptly pay any installment of royslty or rent,
fand if such defrult shall continue for a veriod of fifteen (15) days after written demend
" therefor, then at the ontion of Lessors, this lease shall forthwith terminate; provided,

i however, that if there e a bond fide dispute as to the amount due, and all undisputed
amounts are vpaid, said fifteen (15) day period shall be extended until five (5) days after
such dispute is settled by finnl court decree, arbitration or mutual agreement,

b) In case of default br Lessee witiht respect to any other condition or covenant hereof
and continuance of such default for ninety (90) days after writbten notice from Lessors to
Lessee tn perform such condition or covenent, then at the ontion of Lessors this lease shall
P forthwith cease and terminate excent that if any oil well has theretofore been drilled or
' is then being drilled =nd Lessee is not in default in comnection therewith, this leosse
' shall nevertheless continue in effect 2s to an area to be selected by lLessee mot exceeding
forty (40) acres for cach suchn oil well, amd if =2ny &2s well has theretofore been drilled
cor iz being drilled and Lessee is not in default in connection therewith, this lease shall
- remain in effect for the production of gas and for dsvelonment for ras (but not oil or cas
. associrted with oil) as tc =mn area to he selected by Lessee not exceeding six hundred and

forty (610) acres for each such gas well, Lessee.shall not, however, be deemed to be in
~defanlt while work is in »nrogress in good faith which when comvnleted will constitute com-

I vliance with such condition or covenrnt., A termination of this lease as to a part only of
. the lersed lend or as to 2 nart only of Lessee's rights shall not affect such rights of
' way and easements as moy be necessary in Lessee's operations on the nart of the leased land
" as to which no such termination shall have occurred,

@]

ssors hereafter acquire any additional right, title or interest in or t©

5 26, Bhould Le

- the leased land, it shall be subject to the provisions hereof %o the same extent as if
ovined by Lessors at the date hereof. Lessors agree that if Lessee shall make any payment

- on account of any tax not reauired to be neid by it under the conditions hereof or =any

. mortoaze or other lien on or against any of thelends subject to this lemse, it shall, in

- addition To the right of subrogation, hrve the right to reimburse itself out of any royalty
nr rentals scerning hereunder,

27. If this lease shell be assigned 2s to a merticular part or narts of the leased .
i 1ond, such &ivigion of the lecsehold estate shall constitute and create separate snd dis- -
lend -

~tince holdings under the lease of =nd according vo the several nortions of theleased

a5 thus divided, =nd the holder or ovner of each such vortion of thelernsed land shall be

remiired to comply with and verform the Lessee's orligntions under this leasse for, and only

~to-the extent of, his portion of the leased land, nrovided that nothing herein snall be

P constrned to enlerge or multinly the drilling or rental obligstions, =nd provided further

“that the commencerent of tThe drilling operations and the prosecution thereor, as vrovided
in noragravrhs 1, 2, and 3 hereof, either by the Lessee or any assignee hereunder shall

i nrotect thelerse 2s a vhole.

j 28, Any nobice to be given by either nerty to theother hereunder may be delivered in

" person or by recistered mail, postage prepaid, addressed to the narty for whom intended as
follows: to Lessors at Palisade, Hevada to Lessee at 929 South Broadway, Los Anseles,

' California, care of Lands and Leases Office., Either party hereto may from time %o time, by .
written notice to the ovher designate 2 different eddress which shall be substituted for :
the one zhove specified, If any nokice from one narty to theother is given by registered

< mall, usual time for trpnsmission/%gil shall be compusted and a2t the end of such time ser-

. vice of notice will be considered made,

29, Lessee shall comply with 211 state, federal and loczl laws and with the rules,
. repuletions and orders of any federal, state or obther governmental acency having jurisdic-
tion in the nremises with resrect to the svacing of, drilling for or vroducing of wells,
. or other onerations for oil, or pas, a2nd if there be any conflict hetween thesame and the
- nrovisions of this lease, such laws, rules, reglations and orders shall modify or suver-
sede, as the case may be, the relevant provisions of this lease,

f ~ , :
i 30, The words "drilling overations” as used in this leass include, in addition to
actunl drillines, any work uwndertaken or commenced in good faith if followed diligently and

in due conrse by the construction of a derrick or obther necessary structures for the drill-
of em oil or gas well, =nd by the actusl operations of drilling in the ground.

;
i
i
!

. 31, If twenty (20) years from the date hereof, oil or gas is still being produced by

| Lessee, and if thereafter sueh vroduction shall cease, then and as often as such event
 shall occur, the term of this lerse shall continue for sixty (60) days from the date of last
| production and if during that time Lessee resumes operations for the drilling of a well or

i
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or the restoration of productlon The term shall continue during the prosecutlon of suc
overations, and, 1f production results therefrom, as long as production continues,

32, On the expiration or sooner termination of this lease Lessee shall quietly and
peaceably surrender possession to Lessors and deliver to lessors, or file for record, a

quitelain deed,

33, If more than one verson is named as Lessors herein and one or more of them fails
to execute this lease, it shall, nevertheless (if accented by Lessee) become effective as
a lease from such of said named Lessors as may have cexecuted the same.,
. 34, This lense may be executed in any number of counterparts and all such counterparts
shall be deermed to constitute & single lease and the execution of one counternart by any
Lessor shall have the same Torce and effect as if he had signed all the other counbternarts.
— 35, This lemse ~nd 211 its terms, conditions and stivulations shall extend to and be
hinding upon nll the heirs, successors and assigns of saild Lessors and Lessee.

Parasranhs 36 & 37 are added to -nd made a nert of this lease.

“t 7y

36. Lessee agrees that as to any well to be abandoned by it om the leased land, it ;
will leave the surface casing therein in conformity with the requirements of the Devartment |
of llatural Resources, and that it will can the surface casing a2t the surface with a steel !

nlate in order that Lessor may at some subscquent date reenter said hole for the nurnose
of endeavoring to develon water therefrom,

IN WITHESS WhERZOF, said nerties have caused this lease to he duly executed as of thedate
first hereinabove written.

lMax P, Schiefelbein

LE5S0iS
THE PEXAS COMPANY

Y

By..G. H. Couner
Its &Ltbtorney in Feet

(Corporate Seal) Lttest J. Y¥W. Davis
Assisvant Secretary
LESSEE
36. Lessee is hereby given the right ot its sole option to combine or vnool this lease
snd the lessed land, or any mortion thereof, with oany obther 1lrnd, lecse, or leases, or narts:
thereoi, remsardless of owmershin thereof, either adjoining the lensedland or other londs

3
wnich mry he inclunded in end form vert of the same onersting vnii so ag to creszte DY sueh
combining or noolin~ one or wore onerating units for the rproduction of oil, gas or other
hydrocarhon substances, BSuch right nny he exereised fram time to time at any time »nrior
to thirty (30) doys ofter commletion of o well Tor thenroduction of oil or gas on thener-

ticulrr are/to be nooled,.

neratine unit so crested shall exceed six huadred rnd forty acres in arca, Such
ing it shall be created hereinder snd shall become effective unon the execution
3l

Fal

0
230 onerating ]

by Lessee in writing of o "Declaration of Pooling™ which shall identify ~nd describe the
nooled rereage. Mritten notice of such declaration shall be given to lessor. In the event
nroduction of oil, mas or other hrydrocarbon substences 1s obtained from any such onerating
unit or units created hereunder there shall be allocated to the Jeased 1land included in suchi
onercting unit (regardless of 'whether or not such nroduction is from any nert of the leased |
1rnd) that nortion of the rroduction from such unit that the number of acres validly lessed
herehy =2nd ineluded in such omerating unit bears to the total number of acres included in
any such unit, Royalties and nayments (other than delay rentals under parasraph 5 hereof)
herein provided Tor shall be calculstied on the rortion of such nroduction so zllocated to:
the lezsed 1rnd, and shell be nald in the same mommer and subject to the same terms and
conditions 28 other royalties ~nd nayments herein nrovided for. Such portion of said roy-
alties and neyments shall be in lieu of any other royalties and nayments which would accrue
to Lessor hereumder on account of vnroduction of oil, gas or other hydrocarbon substances
from any nert or narts of the leased land which are included in eny suvch onerating unit
created pursuant hereto. The vnroduction necessary to prolong the term of this leanse may be
from any nert of the onerating unit. In lieu of the taxes nrovided to bhe paild by Lessor
under vnaragraph 15 hereof (other than taxes on. the land as such) Lessor shall hear and npay |
onc-eighth )1/8th) of that nort of the texes on such overating unit and the production there-
from as is in the same rrtio to all such taxes as the production allocated to Lessor's land
in sueh onerating unit is to the total vroduction from such overating unit.

i

Unon the noolins of less than all of the leased land, as above nrovided, this lease
shrll be severed and shall he considered as senarate and distinet leases on sepsrately
nooled acreage ~nd on unpooled acreage, as the case may be, and the term of this lease and
21l the risghts and obligations of Lessee under this lease shall amply senarately to se
arately nooled acreage-and to unpooled acreage under this lease,

mmtion reaquired by this lease to he performed or fulfilledby Lessee
ith resnect to the acreage included in sny such onerat ing unit shall be deemed fully
nerformed, fulfilled &nd effective by the nerformance or fulfillment of such ~ct or obli-
gation unon or with resvect to any nart of such ornerating unit, Any such overating unit
shall he deemed to be fully drilled whenever there has been drilled therecon a number of
vells eaqunl £o the number of acres then subject to such onerating unit, divided by Torty
(20), »lus one (1) additionnl well for sny remoinine major fraction. After one or more |
wells have been drilled on an orerating unit, if the only vproduction from such well or wells
is mas, and if such gas production is in paying cuantities, such operating unit shall be
considered as pas land and not as oll land until 2t some later date oil in paying quantities
is discovered. While such onerating vnit is condidered as gas land, drilling for oil shall |
not be required except to comply with offset obligations. Lessee shall, however, drill

Any act or oblig




imay fairly and reasonzbly be apportioned to such operating unit. Lessee shall not be re-

J3

rTurthey WeLLS 10or ga and to the exuen nat sucn drilliing 1s reaulsite for € Proner
jdevelooment of the operating unit for gas, but it shall not be required to drill more gas
iwells than are necessary to supply such part of the market demand for gas from the field as

- fquired to drill any offset well on that nert of the leased lend pooled into an operating
lunit, to offset amy other well drilled on the acreage vooled into such unit. Any part of
i ’ 3 : 2 b ol (]
'the lemased land not pooled into an operating unit shall he and remain subject to the terms
ﬁand conditions of this lease unaffected by the pooling of any other »nart or rarts of the
ileased land or by onerations on =2ny such onerating unit,

A J E b

3 Lessee may at any time auitelaim to thenersons entitled thereto all or any nart of the .
2nd in an operating unit #nd thereuvron Lessee shall be released from a2ll further obligationg E
nd duties as Lo the area of such operating unit so quitclaimed and all drilling reaulrements b

"

nerceon shall be reduced pro rata, and no further auitelaim shall be redquired OMONE OVMErs

f land in the owerating wait to terminate lease(s) on auitelaimed land in so far =8 the
nterest of sucn ovmers in such onerating unit 1s concerned; provided, however, that the
nitial portion of rroduction from an onerating unlt so allocated to theleased lend shall
emain unchenged notwithstending the surrender by Lessee of less then all of the land nooled

n such unit, excent:

; (a) that after the surrender by Lessee of less than all of the lamd included in en
operating unit, if the ovmer of such surrendered land shall lease the same, or any nard
'bhereoi, for oil or g&s nroduction or shall commence or cause to be commenced the drilling
'of & well for oil or gas on such surrendered land, or any part thereof, thereunon and forevely
‘after actusl notice to Lessee of any suen leasing or drilling, such surren(ered land ohall
cease to poarticipate in production from that nart of such operating unit retoined by Lesse

(b) that land lost or quitclained by Lessee hecanrse of loss or foilure of title for any
~use peyond Lessee's control shall De rem oved from the oneratine unit end shall not there-
fter noriicinate in production;

(¢) vwhenever quitclained leond, or land on which title is lost, within an onera ting unit
}“hnll cease to neorticipate 1a »nroduchion =5 above nrovided, productwo- from that nortion of
the onerating unilt retained by Lessee shall thereafter be allocated, on the basis herein-
ahove rrovided, only to the remaining land in the ornerating unit entitled Lo narticinate

in nrodnetion.

‘ Unon the surrender or other termination of all leases included in an operating unit, thd
poolinm of fhe lends in such unit shall terminete and chelceforth no ovmer <of any r»arit of

the 1lemd in sugh wnit shall, by reason of said pooling, have any richt, title, or interest in
any ouher nart of the land in such unit,

Lessee ¢

sha not Pe liable to any nerty for reducition of the acresse content of ony
onerating unit e

sulting from loss of i for any canse beyond its conbtrol ~nd in such
event Lessece shall have the rirht {to dissolve any such Unit. Lessee shall not be obligated
to molte any retrozctive annortionment of royalities or na yﬂen 8 in the event of anr reduc-
vion ia narticination in rroduction or in acreage content of an omerating unit as shove
nrovided. In case any acction is brousht at law or in eanity by rmersons claiming title ©o
2y lond in an onerating unit in hostility to the Lecsors from whom Le ssee nolds @ lesse on
such 1~nd, then during the nendency of sald action until the finnl decision thereof, Lessee
nay ﬂﬁ"COﬁulgue overations unon the tho land in controversy, or if it onerates wells there-
on, nay imnmound royclties acceruing from nroduction trhereon until the ovmershin thereof ia
fin~1ly determined,
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STATZ O CLLITORUIA
COULITY Or LOS &HGELES

: O THIS 20th d=xv of July, a. D. 1956, wersonally nvneered hefore me, CHARLOLLE I, GALL-
AND, & ﬂotarv nublic in and for Los Anseles County, G. E. COUPzR, lriovm to me to be the per-

[RSL

son whose neome is subscrihed o thewithian instrument as the thOfﬂG"—lﬂ—f? 3t of The leLuQ
Company and aclmomledoed to me that he subscrited the name of said corparation thereto, as

Cm L f

nrincinrl, ~nd his own neme ns attorney-in-fact, freely and voluntarily ond for the uses and

sy

mirnoses therein mentioned.

Iif WILMTESS L“EREOF I have hereunto set my hand and affixed ny official seal =t my o

office in the County of Los Anreles the day ané yvear in this certificate first above written. =
' : Charlotte M, Galland
(Wotarial Seal) Hotary Public in end for the
County of Los Anceles,
My commission exnires: July 25,1956 State of Czlifornia.

STATE OF NEVADA ) F
‘ SS 0

COULLY OF‘ELKO )

: Oif PHIS 2b4th day of JUXE, A.D. 1954, ncvsonq11v appeared before me, D. I, JEWELL, a
n0uqrv nu011c in and for ELKO County, NEVADA, HAX P. SCHIEFELBEIN, a single men, known to me
E '‘to be the nerson described in and Uho executed the foregoing 1nstrunent who acknowledged
] 'to me that he executed the same freely and voluntarily and for the uses and nurm oses there-

in mentioned,

I WITHESS WHEREOF, I have hereunto set my hand and affixed my official seal at my off-
ice in the County of ZLKO, the day and year in this certificate first zbove written.

; (Notarial Seal) D, H. Jewell

f Hotary Public in and for the
i My commission expires: June 13, 1955. County of BLKO,

| State of HEVADA,

Recorded 2t the Request of Washoe Title Insurance Co. July 30 A.D. 1954 At 46 minutes past
I P,

’ . R. W. Gibson--Recorder,




