] s
G i Cou %,
(Approved g Lo fom. by Geoer! Course, J‘"'-'"!f o 19761 6’7391

'I 4 Oduber’& 1961) :
ORIGINAL PAPERS

THIS LEASE, made in_ dupiicate this. “FmRST “gay of * DECEMBER : ;
twee : UTHERN ‘PACIFIC LAND COMPANY,~ ¥:] Calilornia- ccrporallon heremaﬂer ca!led "Lessm" and; UN
EXPLOFIATIQN AND PHODUCTION COMPANV As'to an ‘undivided 75%Inlerest and READING & BATES PE!'ROLEUM CO:as
to an undnndad 25% Imeresl. hereinaﬂer co!leclweiy called’ "Lessee : -

1 That Lessor. in’ consideraﬁnn of the obsarvanoe and laithlul perforrnance by Lesses oi all Iha provlslons oonta]ned hera:

does heraby Iease fo Lassee for lhe term and purposss hereinafter sel forth, all that certain properlv. somehmas herelnaﬂer referred
[+] 'as ﬂeased premises' in-the County. of _EURERA . i . State of NEVADA . .© -~ . more pamm.llarty B
dascnbed on Exhlbit A" aitached hersto and made a pan hemof A 3 ol

Subject to sasements, leases end resirictions affecting said property.

For the purposes of this lease, Lessee shall have the right {subject 1o the provisions haraof and to the extent of Lessor's
ownership thereof} to explore, drill for and to produce, exiract, take and remove ali oil and ges herelnafter referred to as ‘sutstances’,
contained In sald property, to atore said substances upon said property, to locale, erect, consiruct, meintain, replace and operate
vpos &nd-in sakd property such facilities and structures {excap! refineriss or topping gas planis) as may be necessary In the

) ﬁ.cﬁon iresiment, storage or transportation of sald substances from said property, and io sppropriste and use such water s
: maybanecssaryforthe above operations.

Hﬁemng {into Lessor, Hs successors and assigns, the right to construct, ‘maintsin and use dilches, flumes, roads, tral!s. tracks

and pipe, telegraph, telephone, signal, communication and powaer linss in, upon, over and across said properiy and the right to use
- sald property for eny and all other purposes consistent with the rights hereln leased to Lesses.
. 2, The term of this jazss shall be for twenty-five (25) yaars. from and after the FIBST  day of DECMER

'-i_s 82 ; uhless sooner terminated o forfeited, eithe? In whole or In part; as hereinafter provided.

- 3 Lassae agreas ‘to pay to Lassrx a cash rental of §_32429.98 In sdvance on tha date of delivery of 1.hls lease for the

- first year_ X ; ol the lerm hereo!, and &nnuaily thareattar on or betore tha first day of esch successlva yoar
- of the term’ heraol a cash rantal of $2.00 an BCfe per annum i sdvance, provided thal rental shall not accrue or be payable for:

{a}aach "dnl!lr.g unit? upon wh)dn thete is a produclng oil or gas well on the date whan rental Is payabls,
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(byeach 640 acre subdivision within the boundaries of the leased premises on which drilling is in progress on he dale when
rental is payable, or

(c)each 640 acre subdivision upen which there is & producing gas well on such date if no oil has been discovered in paying
qua.qmies on the leased premises or within ofiset distance, as provided in paragraph 16, and Lessea has delermined, as
provided in paragraph 15, that condilions are not such as to indicale a rezsonable probabllity of the discovery of oil on the
leased premises, or

{d)each “drilling unit” on which there is a producing oil or gas well, for any pericd during which Lessee Is prohibited by law, or

by the orders, rules or regulations of a competent adminisirative authority, constituted by law and not by voluntary
agreement, from preducing said substances therefrom.

Unless otherwise designated in an official drilling and spacing order of & regulatory authority havirg jurisdiction of the state

in which the leased premises are iocated, a “drilling unit” as used in this lease shall be:

(1) a twenty acre subdivision, or less, if the average depth of the producing interval of wells drilled for oil shali not be more
than four thousand {4,000) feel;

(2)a forty acre subdivision, or less, it the average depth of the producing interval cf wells drilled for oil shall be greater than
four thousand {4,000} feet.

Subject to the terms and provisions of Seclions 14 and 26 of ihis lease, a twenty {20) acre subdivision as used hergin shall be
either the North, Soulh, East or Wesl ha!f of a legal Government forly (40) acre subdivision, a forty (40) acre subdivision as used
herein shall be a legal Government forly (40) acre subdivision, and a one hundred sixty (160} acre subdivision as used herein shall be
a legal Government one hundred sixty {160) acre subdivision, all according to the United Stales survey.

4_ Except as herein otherwise provided specifically including Section 18 of this lease, the Lessee shall commence drilling an oil
or gas well on the leased premises on or before five years from date hereol {referred to in Section 4 as "said date”}, and shall
continue the work of drilling such well with due diligence unlil completion. Afier completion of the first well, Lessee shall commence
drilling another weli on sald leased premises wilhin ene hundred twenty (120) days and shall conlinuously operate al izast one siring
of toals in grilling wells on the leased premises, allowing one hundred twenty (120) days between the completion of one well and the
commencement of the nex succeeding well until one oil or gas well producing from each productive 2one has been completed to
each drlling unit; provided, however, that it any well completed before said date shall prove to be a dry hole and there is then no
producing welt on the leased premises, Lessee may commence drilling the next well al any time before sald date. Nothing herein
shall limit the number of wells which Lessee may, al Lessee’s option, drill in excess of the number herein specified, or the depth.lo
which any well may be drilled if Lesses should elect to drill below the depth specified: | Lessea has not commenced drilling of an oil
or gas well on the leased premises on or belore five years from the date hereol, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso faclo terminate.

5. A well shall be deemed completed when (a) formations or mechanical difficulties are encountered which, in Lessee's
judgement, would render further drilling of said well unprofitable or unsuccessful, and because of such fact active drilling operations
therein are discontinued, or (b} it has been drilled 1o basement rocks, and aclive drilling operations thereon are discontinued, or
(c) Lessee has ceased drilling operations thereon and it has been put on regular production and is producing oit or gas in quanitites
deemed by Lessee sufficient 10 pay to pump or otherwise secure and save.

6. Except as hereinafter provided, Lesses shall deliver to Lessor, as royally, one-sixth {1/6th} of the net ofl, petroleurn and other
hydtocarbon substances, preduced and saved from said leased premises in each calendar monih.

Said royalty shall be subject lo deduction from the gross product; the quantity ihat may be consumed in the Lessee’s
operations hereunder, and after making deductions for temperature at 60° Fahrenheil, bottom settlings and moisture according to
the American Petroleurn Institute methods.

7. Lessee agrees to pay 1o Lessor as royalty one-sixth (1/6th} of the value ol natural gas produced and sold from the leased
premises, and one-sixih (1/6th} of the value of residual dry gas sold after the processing of the we! gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee to save or marke! natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a market at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sates of nalural gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the feased premises. Lessee shall not be required to pay royaity for any natural gas or residua! dry gas used in Lessee’s
operalions on the leased premises. Lessee shall nol use any nalural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price 1o be paid to the Lessor for its one-sixth (1/6th) share of such gas.

8. {a) If the wet gas produced from said premises is processed for the purpose of manufacturing natural gasoling and/or other
petroleum products then Lessee shall pay to Lessor one-sixih {1/6th) of the total value of all natural gasoline and/or other petroleum
products recovered and saved from said gas, less the cost of producing and selling the same, which cost shall include the expense of
operating and maintaining the plant and facilities used in the gathering and processing of said wet gas and the storage and shipping
of sald gasoline and/or other petroleum products. In no event. however, shall the tolal of said cost o! producing and selling exceed
fitty (50) percent of ihe total value of ali natural gasoline and/or other petroleum products recovered and saved from said wet gas
computed in the manner hereinafter set forth. In computing the value ol said gasoline and/or olher petroleum products the gasoline
and/e: other petroleum products shall, it sold by Lessee 10 third parties, be valued at the respective net ex-tax prices received by
Lessee from the sale thereof at the plant or pianis where produced. I said gasoline and/or olher petroleum products are retained by
Lessee for Lessee's own use, such products shali be valued at the respeclive ex-1ax prices posted of eslablished for natural gasoline
ol like Reid vapor pressure and/or for other petroleum producis of the same quality produced in the same field during the sama
calendar month.

{v) It any wet gas produced from said premises is sold by Lessee for the purpose of manufaciuring naturai gasoline and/or
other petroleum preducis on & basis whereby a royalty therein is reserved 1o Lesses, payable in money, then the Lessee shel pay to
the Lessor one-sixth {1/61h) of the total mount of the royalty so reserved 1o Lessee, provided, however, thal the amount of royalty to
be paid 10 Lessor hereunder shall be nol less than one-sixth (1/6th} of fitty {50} percent of tha total value ol such products 50
manufac*ured.

{¢) In the event wet gas produced from said premises is sold for the purpose of manulacturing natural gasoline and/or other
petroleum products on a basis whereby 8 quantity of the nalural gasoline and/or other pelroleum products recovered therefrom is
reserved 1o the Lessee as royally payable in kind, then Lesses shail pay to the Lessor one-sixth (1/6th) of the total value of said
natural gasoling and/or olher petrolaum products so reserved to Lessee, provided, however, that the total amount 1o be paid 10
Lessar hereunder shall be not less then one-sixth (1/6th) of lifty {50) percent of the total value of such producls 50 recovered.

{d) The value of the natural gasoline and/or other petroleum products manufactured and recovered under paragraphs (b}
and (c) above shall be established in the same manner as oullined in paragraph {a) above.

©. Unless Lessor shall elect to receive its royalty ofl in kind, the Lessee will purchase the royalty il {rom the Lessor (a) at the
highest posted available market price of the oll at the well, or in the field In which the wells are sitvated (effective at the time of
removal from lease tanks) of all such oil so produced and saved by the Lessea from said wells and removed therefrom during the
preceding calendar month, or (b) in the absence of a posted markel price for such oil, t [ﬁai’aﬂfnﬁ rrﬁirﬁeg Ipr‘ge lal thewell orin ~
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the field {effective at the time of removal from lease lanks) of such oil, or [¢) in the absence of a prevailing market price the actual
price received by Lessee lor such oll as said wells, or (d} in the absence of sales by the Lesses at the wells the reasanable value of
such oll; provided, however, that il the Lessee disposes of such oil at a price, including bonus, in excess of the posted or prevailing
market price, the price ta be paid for such royaity oll by the Lessese shail be the same price, including bonus, received by Lessee.

10. At Lessor's option, exercised not ofiener than once in any one (1) calendar year. and upon sixty (60) days' previous written
notice, the Lessea will deliver the kind, free of cost te Lessor, the sald royalty oll. Should Lessor require that royalty ol be delivered in
kind, Lessee, if requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sufiicient to hold an
accumulation of not to exceed thiny (30) days' production of royalty oil and will place said royalty oil in storage for the Lessor in sald
tanks as and when it is produced. Lessee shall be in no manner responsible or held liable for loss or destruction of such stored oil
belonging to Lessor from causes over which Lessee has no control. Lessor agrees 1o remove the royally oil so stored from said tanks
as often as may be necessary to keep sufficient space available [n sald tanks for current accumulations of royallty oil, No royalty shal
be due the Lessor for or on account of ol lost through evaporation, leakage or otherwise prior to the remova! of sams or delivery lo
Lessor, if royalty ot shall be delivered in kind. If Lessee purchases the royalty oil, the Lessee may deduct therafrom a proportionate
part of the actual reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only in the event, howsver, thal such oil is treated by the Lesses on or in the immediate vicinlty of the leased premises. If the
Lessor shall elsct to receive royalty oit in kind, such royalty ol shall ba of the same quality as that removed from said leased premises
for the Lessee's own account, and if Lesses’s own olf shall be treated befora removed, Lessors oil will ba treated therewith before
delivery thereof 1o the Lessor, and lessor in such event, shall pay a proportionate part of such reasonable cost of ireaiment.

11. All royalties payable and the price for all such substances which shall be sold to the Lessee hereunder, under the terms
hereof, shall be paid by Lessea to Lessor on or belora the twentieth day of the calendar month next succeading that in which delivery
of stich substances shall have been mads to the Lessee under such sale, and all royalty paid in kind shall be delivered 1o ihe Lessor
from time to tima as the same is obfained on said premises and stored and handied as herein provided.

12. The renta! and royatties hereinbelore provided for shall be in lien upon any and ail of said substances removed from or
stored upon the leased premises, and upon any improvements and persona! property of the Lessee upon said leased premises.

13. Subject to the terms and provisions of Saction 43 of this lease, each preducing well, as soon as compleled by the Lessee,
shali ba placed upon production and shsll thereafter be cperated by Lesses diligently and continuously, and in accordance with
sound ol field praclice. Lessee, from time to time as necessary, shall clean out the wells and do any and ali other work required (o
keep them in condilion for production and the extraction of oil and gas therefrom to bast advaniage. Except as harein otherwise

provided, the Lesses will keep each well drilled on the properties covered by this lease producing to capacity consistent wilh good
operating practice.

14, This Lease shall be subject to all laws, statules, rules and regulations heretciore or hereatter enacted or promulgated ta
control, suspend or conserve oil or gas and oil or gas operations, and, also to any general agreement which Lesses may in good faith
enter into with other operators in the field in which the leased premises are situated, for a like purpose; and if compliance by tha
Lesses with such laws, statutes, rules or regulations or with any such agreement shall hinder, delay or interfere with the carmrying out
of any provisions of this lease, Lessee shall not be considered in default or be liabla lo Lessor for any damage or injury sufferad or
sustained on account thereof, nor shall Lessee's rights be subject 1o forfeiture by reason thereol, notwithstanding any provisions of
this lease; provided, that such agreements affecting the leased premises shall nol be for periods greater than one (1) year without the
Lessor’s writlen consent, and provided, further, that no such agreement shall aulhorize Lessee lo discriminate against sald leased
pramises in favor of any other properties owned, leased or operated by the Lessee in the same field, nar excuse such discrimination
either in the drilling or producing obligations of the Lessee hereunder. Lessee will fumnish Lessor with copies of any written
agreement for the volunlary curtaiiment of said production, and if there are no such agreements, Lessee shall furnish Lessor with
copies of orders of the Oil Umpire, or any other authorily having the power to make orders for voluntary curtailment. The Lessee
shall not ba considered in default because of any acls done pursuant 1o or [n sefiance of any law or statute, rule or regutation, here-
after declared unconstitutional or void prior 10 & determination of such unconstitutionality or invalidity by a court of last reson.

15. If gas is discovered in any well in paying quantities and Lessee shall determing that conditions are not such as to indicate a
reasrnable probability of the discovery of oil on the leased premises, then the Lessee shall operate tha leased bremises for the
production of gas. 1n such event, the drilling obligations shall be reduced so that the Lessee shall be required to dnll not more than
ona well to each one hundred sixty (160) acres, or major fraction thereof. For the purpose of this lease, a gas well shall be any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand (10,000) cubic feel per barrel, and an oil well shall be
any well producing at 2 gas-oil ratio of ten thousand (10,000 cubic teet per barcel or less; provided, however, that any well, the tiquid
production from which is a result of retrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. If, at any
later period, oil shali be discovered in paying guanfities on the leased premises o7 in the event thet oil is discovered in paying
quantities In any well within offsel distance, a= provided in paragraph 18, of the boundary lines of the leased premises, then this lease
shall revive as an oil lease, and afl of the conditions herein stipulated as to drilling for oil shafl become efleciive commenting with
such discovery of ofl, Provided, however, the foregoing terms and provision of this Section 15 shall be subject to (i} the applicable
rules and regutations of the regulatory authority having jurisdiction of the state in which the leased premises are localed, and (i)
Section 3, 14 and 26 of this lease.

16. Subject to the terms and provisions of Section 14 and 28 of this lease, in the evant an oil well is drilled on edjoining pro-
perty which is nol unitized with Lessor tands and completed in a zone the average depih of which is less than four thousand (4,000)
feet and within three hundred thirty {330} feet, or is completed in a zona the average depth of which is greater than four thousand
{4,000 Teel and within six hundred sixty (660) leel, or in the event that a gas well is completed on adjoining properly which is not
unitized with Lessor lands within thirteen hundred twenty-(1.320}{est of the exterior limits of any property at the time embraced in
this lease in each instance and oil or gas is produced therefrom in paying quanitiles for a period of thirty (30) days, and the drilling
requirements under this lease ara not fully complied with.and the owner of such well shalt operste the same and market the oil er gas
therefrom, then, unless there is a well then being drilled or on production on the leased premises within the applicable offsel distance
from the common boundary line, the Lesses agrees to offset such well by the commencement of drilling operations within shety (60}
Jares thereafter In the leased premises, and complete it at approximately the same distance from the common boundary ling as said
well w2 the adjoining property is completed, and procesd difigently and continuously to drill end complete said offset well 1o the zons
from which such well on the adjolning property is producing: pravided, hawever, thal in the event Lesses Is drilling an oil or gas well
upon the leased premises at the time of discovery o! oil or gas on the adjoining property, the time for commencing the drilling of an
ofiset well shall be extended until ninaty (90) days afier the completion or absndonment of said well then being drilled by Lessee on
the leased premises; provided, however, that in no event shall said fime be extended beyond six (6) months after the completion of
the weil on the adjoining property. For the purpose of salistying diilling obligations hersunder, offset wells shali be considered as
other wells required to be drilled hereunder; provided, always that Lessee agrees to space oil or gas wells on the jeased premises
nccording 1o the same spacing of oil or gas wells on the adjoining property in order properly and effectively to offsel production from
wells on such adjoining property and prevent drainage from the leassd premisss.

17. Drilling and producing operations hergunder may ba suspanded while the price offered generally 1o producers in the same
fiald for oil of a gravity of 14° American Petroleum [nstituls Scale, or of any higher gravity, at 80° Fehrenheit shall fall below One
Dollar {$1.00) per barrel at the wells; provided, however, thal diilling or production from ofiset wells shall not be suspended ona the
leased premises unless the offsetling wells on the adjoinlng premises also discentinue producing.
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18. Any obligations, covenanis or conditions imposed upon the Lesses shail be suspanded only while Lessea’s compliance Is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, leckouts, riots, delays in transporiation, inability to
secure matarials, labor, drilling equipment or fransporiation in the open market, or interference by Governmental action, or any olher
cause beyond the reasonable control of the Lesses, whether similar or dissimllar to the causes specifically mentioned. If such
suspension occurs, tha payment of any delay rental guring such suspension shall ba excused and the leass term shall be extended
for a period of time equal to the period of such suspension end any such extention of the lease term. Lessee may resume the
payment or tender of rentals In accordance with Paragraph 3 hereof after the period of suspension the proportionate part of the
rental for the rental year remaining after such period of suspension. Lessee’s obligation to pay royalty on oil and gas production
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lessee would otherwise be required to
surrender any of the leased premises as an allernative to the performance of any obligation under this lease and such obligation is so
suspended, then so long as such performance Is suspended under this paragraph or other provision of this lease, Lessee shall nol ba
required to surrender any pertion of the leased premises.

‘It the permission or approval of any govermmenial agency is necessary before drilling or other operations can be lawfully
commenced on the leased premises, then if such permission or approval has been applied for at least thirly {30} days prior fo the
date upon which such operations must be commenced under the terms hereo, the obligation 1o eommence such operations shall be
susmended until thity (30) days after the governmental permit is granted or approval given. If such permit or approval is denied
initlally or at any time during the approval or permitling process or is revoked after issuance, then so long as Lessea in good faith
appeals from such denial or revocation or conducts further proceedings in an atteimpt to secure such permil or approval, the

cbligation to commence such operations shall be suspended until thity (30) days afler such governmenlal permit is granted or
approval given.

19. The Lessee may, at Lessee's oplion, at any lime surrender and quitctaim this lease as to all of the leased premises or as to
any one or more twenty (20} acre subdivisions thereof as herein defined, and shalt be released from all obligations thereafter arising
with respect 1o the premises surrendered and quitclaimed, and in the case of a parial surrender and quitclaim all of the rental and
drilling obligations shall be reduced pro rata. At any time after the completion of the first well, or any subsequent well on the lzased
pramisas, Lessee may cease further drilling and if the tull number of wells shall not have been drilled Lesses shall thereupon surran-
der, and this Jeass shall thereupon terminate as to all of the leased premises, excep! drilling unils occupied by producing oll or gas
wells, each af which drilling units the Lesse may hold subjeci to 1he terms of this lease until abandoned or until the end of the term
thereof, and the extended term, If renewed as hereinafter provided. Each of said drilling units shall, in each Inslance, conform to
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right to do such things as may be necessary io keep such
drilling units in the highest productive slate, including the right to ream, clean out, deepen. re-work, re-drill, and to drill new wells
thereon to other zones in order 1o maintain or increase production, or 1o resiore production If it shall cease from any cause.

20. Upon the violalion by Lesses cf any of the terms, covenenis or conditions of this lease, and failure to remedy the default
within thisty (30) days after receipt of written notice from Lessor so to do, then at the option of the Lessor this lease shall forthwith
cease and fareinate, and all rights of the Lessee in and lo said properly shall ba at an end as o all said properties, excep! thal the
Lesses shall have the right to retain and hold under this lease ihe area surrounding each well producing or baing drilled, with respact
to which it §s not in default to the same exient and with the same rights as provided in paragraph 19 hereof in the event of a surrender
by the Lessee. The walver by Lessor of any breach of any covenant or condition hereof shali not be a walver of any other or
subsequent breach hereol, nor of any cther covenant or condition hereol.

21. Upon surrender by the Lessee of said leased premises in whole or in part or upon the termination of the Lessee’s rights and
interests in and to the !eased premises, or any part thereol, In any manner herein provided, the Lessee will quielly and peaceably
surrender possession thereo! to the Lessor and agrees to release 10 the Lessor, its successors or assigns, afl right, tille and Interest of
the Lessee in the leased premises, or the portion thereo! in which the Lessea's rights have terminated as herein provided. In the event
of a pariial releasa of the property so released shall be sublect to the easements and rights of way hereln proviged {or and appurten-
ant 1o any part of the leased premises retained by the Lessee, and the Lesses shall furnish to the Lessor a map showing the location
of such easements and rights of way. Il thete are any rights, interests, claims, liens or encumbrances conveyed, created, done, made
or sufiered by the Lessee, or anyone claiming under Lessee at tha time of the release, Lesses shall take such actions, sieps and
proceedings as may be necessary to terminate and extinguish any such righls, interest, liens and encumbrances, tailing inwhich,
Lessor may do so at the sole expense of the Lessee, which expente, plus reasonable attoimey's feas, Lessee agtees 1o pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in wriling thal 1o the besi of Lesseo’s information, knowiedge and
beliel ro such rights, interests, claims, liens or encumbrances affoct the lease premises released by Lesses.

22. Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lesses on or
in the demised premises shall be and remain the personal property of ihe Lesses, and provided no defaull shall el such time exist in
respect ol any payments or rentals or in respect of any covenants, agreements or conditions to be kept or perlormed by the Lessee,
the Lessee shall have the right during the term hereof, or at any time within sixty {B0) days after the date of termination of this lease
to remove Irom the leased premises all such personal property, excepl casing in water wells purchased by Lessor, provided, further,
that the Lessee may extend the lime within which such personal property may be removed for a period not exceeding six {6)
months from such dale of termination by paying to the Lessor monthly in advance a rental of Ten Dollars ($10.00; an acre a month
for each twenty (20) acre subdivision upon which any such personal property remains. Any such personal property not removed
from said premises within said six {§ months’ pericd shall become the property of Lessor.

23. The Lessee agrees to keep full records af the operations upon and production and sales ol said substances from said
leased premises independently of and separate from any olher premises operated by the Lessee; 1o notify Lessor promptly of
discovery of any of sald substances in the leased premises and to furnish to the Lessor on or before the twentieth day of each month
a true slalement, in lriplicate, of all production, deliveries and deductions in a form satisfaclory 1o the Lessor. All records of the
operations and productions and sales of said substances from said leased premises shall, at all reasonabla times, be open 1o the
inspection of Lessor's agenis and represeniatives.

24, Lesses will keep an accurate log and casing record showing the progress of drilfing, character of formalions encountered
or drilled through, and casing In each well in which drilling shall have been dona on the leased premises, and fumish Lessor & copy
thereot upen the completicn of or the abandonment of each woll, and a trua copy of all surface and subsurface surveys made of each
well SHillad under this lease. Lessea will furnish all reasonabla facilities for making such observations, measurements and records as
the Lesso- may desire and Lessor's duly appointed &agents and representatives shall have free and full access et their sole cost, risk
and expensa to all of the wells and works and to all property in and upon said leased premises.

25, Lessea agrees 16 conduct Lessee's operations so as to interfere as [ittle as is consislent wilh the economical and ordinary
usa of the premises for the purposes herein reserved by the Lessor, 1o lay and maintain all pipe fines not fess than thirty-six inches
(36" below the surdacae of the ground: to fence all sump holes and excavalions to saleguard livestock grazing on sald land; to
provide substantial getes at points where fences are cul by the Lessea; and 10 use reasonable care &nd diligence to prevent the
overflow of oil or water which may be detrimental 1o vegetation on those portions of the leased premises which are suitable for
grazing, agricultural or horticulturat purposes.

26. Lessee shall carry on Lesses’s operations hereunder in a carefu! and workmanfike manner. Lesses shall comply with any
and all applicable valid statutes, ordinances and governmental orders and regulations pertaining to the exarcise of rights leased hera-
under and shalf furnish such evidence of Lessee’s compliance therewith as may be required by Lessor. Lessea shall furnish evidence
satisfactory to Lessor that abandoned wells hava been properly abandoned in complignce with applicable statules, ordinances and
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27. Upon termination of this lease in any manner, or it any wsll is abandoned the Lessea agrees to ratevel the surface of the
property involved, and to fill all abandoned sump holes and excavations made by Lessee; to remove all derricks, tanks and tank
suppors, and if there gre any pipe lines running trom any abandoned weil, or any othar place on the property, the same shall be
removed if the Lessor desires, and dilches opened up by removal of the pipe line and the ground made to conform to the natural
contour. Lessee will also remove all cement blocks or foundations which may have been placed on the feased premises, and any and
ali other supports placed by Lessee or permitted by Lesses to ba placed on sald leased premises and which, in any manner, Interfera
with the use thereol. )

28. Lesses agrees to release and to indemnify and save harmless Lessor, the surlace owner of said property, the helrs,
personal represeniatives, successors and assigns of the surface owner, and any corporation affiliated with, cwned or controlled by
Southem Pacific Company, a corporation, from and against eny and all claims, causes of action, liabllity, costs and expenses arising

- out of injuries to, or deaths of, all persons whomsoever, and loss of, of damage to, gli property whatsoaver, directly or indireclly
‘resulting from or caused by the occupancy of, or operalions of Lessee on, the leased premises or property adjacent thereto, or the-

existenca of ofl wells, gas wells, derricks, pipe lines or tanks or appurienances thereof, used by tha Lessee on said leased premises or
property adjacent thereto, including, withoul limiting the generality of the foregoing, the breakage of plpe lines, tanks or olher
equipment or the escape or loss of oil, petroteum products, gas, water or fire therelfrom,

29. Lesses agrees to pay before delinguency ali taxes and assessments which bave been or shal! be levied and assessed on the
mineral rights in the leased premises, and on the buildings, stiuctures, equipment and other personal property or improvements
placed, meintalned or used by Lessee on the leased premises, and on the mineral substances stored thereon and not befonging to
Lessor. Lessee may deduct up to one-sixth {1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, pald by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months’
period subsequent 1o the day and month in such fiscal year on which the first instaliment of such taxes and assessmenls become
delinguent. The above amount of the taxes and assessments for a particular fiscal year so paid shall be deductible only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinquency of the first
Installment in such fiscal year. Lessee agress to pay to Lessor annually, within fiftesn days after demand, an amount equal 1o five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or occupied by the
leased premises (except on buildings, structures and other improvemenis thereon not owned, maintained or used by Lessea) for the
fiscal year beginning July 1, 1882 _, prorated from _ DECEMBER 1, 1982 ~ to June 30, 19_83 and for each fiscel
year thereafier during the term of this lease. Lessee shall pay any production or severance tax computed or based upon production
of oil, gas or other mineral substances which may be imposed by the Federa! Government, the State of Calilornia, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proporiion of said taxes as Lessor's sharss of the taxes on the
mineral fights.

30. Either party may pay the entire amount of any delinquent taxes or assessments which shall constitute a lien on said leased
premises and which should have been paid before detinquency by the other party as herein provided, and penalties and interest
thereon, and shall be enlitled to reimbursement from ine other pary of the parl of the laxes and assessments herein agreed to ba
pald by such other party, and of the entire amount o! the penalties and Interest. Penallies and Interest on delinquent taxes and
interest on payments made pursuant to this garagraph shall nol ba apportioned with the principal amount of taxes and assessments
in making such annual adjustments, but shall be borne entirely by the party obligaled 1o pay the tax or assessmenl before
deflinquency.

31. Lessee shall not commence drilling into or through the lsased premises or construct, alter or repair slructures or
improvemants of any character, except emergency repalrs, upon said property until atter written notice thereof is given to Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay if full
all persons who perform labor or services on, furnish materials joined or atiixed to, or provide equipment for, said property, or the
construction, re-construction, repair or placement of any structure improvement on ‘'said property, al Lesses's inslance or requesl.
Lessea shall not permit of suffer liens of any kind or nature to be enforced against said property for such labor, services, materials or
equipment. Lessor shall have the right to pay any amount required lo release any such lien or liens, or to defend any action brought
thereon, and to pay any judgment entered therein and the Lessea shail ba liable to the Lessor for all costs, damages and reasonabie

aftorrey’s fees, and any amounts expended in defending any proceedings, or in the payment of any of said liens or any judgement
oblained therefor.

32, Lessea agrees to pay to Lessor inlerest at 1he rate of 1% per annum upon any and all amounts whatsoever due under this
|ease 1o Lessof from the date payment of each such amount is due and owing to Lessor or from the date of each breach by Lessee ol
an obligation hereunder, as the case may be, 1o the date of receipt by Lessor of each payment of said amounts, unless such payment
is tendered or paid to Lessor within 30 days after the date a payment is due and owing hereunder 10 Lessor or the date of such
beeach, as the case may be.

23. H Lessor shall bring sull to compel performance of, or to recover for breach of any covenani or condition herein conlained,
or for declaratory relief, and prevails therein, Lessee agrees 1o pay fo Lessor reasonable attorney fees in addition 1o the amount of
judgment and cosis.

34. All payments to the Lessor shall be made e it al One Markel Plaza, San Francisco, California 84103, but Lessor may at eny
tims by notice fo Lessee change the placa of payment.

35. Any demand, notice or statement herein requesied or required 1o be given by one party to the other shall be in writing.
Delivery of such writlen notice or statement to Lessor shall be conclusively laken as sufficient if and when deposited in the United
Stales Mail, with postage thereon fully prepald, certified or regisiered, addressed to Lessor at One Market Plaza, San Francisco,
Californla 84105, and delivery o such nolice or statement 1o the Lessee shall be conclusively taken as sufficient if and when
deposiled in the United States Mail, with posiage thereon fulty prepaid, certified os registered, addressed 10 Lessee at 1000 Trinity
Buwilding, 1801 Broadway, Denver, Colorado 80202, Any parly hereto may, by written nolice, change his or ils address to which such
demands, nofices or stalements may be senl.

36, This inslrumant Is 8 Jease and is not and shall nol ever be held or interpreted 10 be a mining partnership or partnership of
any kin?, or in any sense whatsoever: the intention of the panies herelo being to establish and create hereby between themselvas
only the relalionship of Lessor and lessee in accordance with the terms, provisions, condilions, covenants, reservations and
agreements hereln set fonh.

37. 1t is sgreed that in case Lessee shall, except by Lessor, be lawlully deprived of the possession of said premises, of any parl
theraof, Lessea shall nolify Lessor in writing setting forth in full the clrcumstances In relation thereio, whereupon the Lessor may, al
its option, either reinstall Lessee in possession of the leased premises or lerminate this lease as to the premises or the part thereof,
the possession of which Lessea is so deprived, by giving notice in writing 1o the Lessee to that effecl and at the same tima paying, or
tendering with such nofice, to the Lessee the sum of One Hundred Doliars {$100.00), plus the pro rata amount of any rental, therelo-
tore paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicable to said premises, or such portion, for
the unexpired rental period, whereupon no claims for damages of whatsoever kind or characler incurred by Eessee by reason of such
dispossaession shali be chargeable against Lessor.

38, If Lessee is adjudicaled a bankrupt, or shall make an assignment for the benefit of creditors, or file a voluntary petition
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under’ any law {having for ils purpose the adjudication of Lessee e bankrupt, or the extension of time of payment, composilion,

adjystment, modificalion, seltlement or salisfaction of the liabilities of Lesses), or a receiver be appointed for the properly of Lessee
- . by reason-of the insolvency of Lesses, notwithstanding anything to the contrary alsewhere in 1ho lease, Lessor shall have the -
immediate right to terminate this lease and to teke exclusive possession of the leased premises. The acceplance of rent or aiher’
.- paiyments for the use of the leased premises shall not constitute a waivar of Lessor's right to terminate this lease as above set forth. If |

_ghem' are two or more Lessees hereunder, or if Lessee is a partnership, then the right of Lessor to terminate the entire lease shall ba
- . . exercisable in casz any one ol the Lessees or pariners is adjudged a bankrupt or becomes subject to or participates in any other’
- prq.f,egg(ings or procedure herein mentioned. ) A S

»** *139, Jf, at the explration of the term of this fease, tny wells are being drilled by Lessee on the leased premises, or any existing
wells are producing or capabls of producing oll or gas in paying quantities, but are not being produced for reasons authorized under
‘this leasa, Lessoe shall have the oplion of renewing this lease as long thereatter as such substances are prodiiced or capable of
being produced to include driiiing units as defined in paragraph 3 hereol, occupled by wells producing in paying quantities or wells
In process of being drilled on the same acreage specified in paragraph 3 hereof, {ogether with the sama rights provided for in
paragraph 19, on and subjoct 1o the same royallies, terms, covenants and conditions es are herein specified; provided, writien nolice
from Lessee of such renewal shall be recelved by Lessor ot more than six {6) months nor less than thiy {30) days prior o the-
‘expiration of the origlnal lesm hareof. .

‘40. This feasa shall Inure to the benefit of and be binding vpon the respective heirs, adminisirators, executors, successors and
assigns of the parties herelo, but no assignment of this lease, or any sub-lease or agreement affecting this lease, or the feased
premises, or any interest therein, shall be valid, unless made with the consent of Lessor in writing, and no change in ownership inthe -
fand er in the rentals or royalties shall be binding on Lessee untit Lessea shall have received written notice of such transfer or
assignment. All covenants, agreements and stipulations herein contained shalt run 'with the property.

41. if there be mora than one Lessee named herein the term *Lessee” shall designate the plural number, and the obligations of
the Lessee hereunder shail be joint and several.

42 Time Is of the essence of this lease.

43, Where there is a gas well or wells on the leased premises or acreage unitized therewith al any time during which this lease
is in effect, and such well or wells are shut-in, Lessee shall pay as royalty to Lessor the sum of $1,280. per well per year. Said
payment is due on or before ninety (90) days from ihe date of shut-in or the date on which the iased premises or a portion thereof
ara unitizod with lands on which there is a shut-n gas well, and thereafter on or before lhe anniversary date of such payment during
the period such well or wells are shul-in. Upon said payment it shall be consldered that such well or wells are producing gas In
commercial quanitites for all purposes hereunder.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be execuled as of the day and year firs! hereinabove
written.

[T S

S

SUN EXPLORATION

SOUTHERN PACIFIC LAND COMPANY - AND PRODUCTION COMPANY READINV_ ES EfRO’ UM CO,
&
7. Lo v Chads @M\t o, ST
A o o Agent and Attocney-in-Fa o

3 By. £
: c L

b ey

Attest Paliid CHACLES €. MANGUMus:

STATE OF OKLAHOMA
COUNTY OF TULSA-

£ e, L i i
~The foféghing instrument was acknowledged before me on this 18th day of February, 1983,

J by Bi"C. HITTLE ;. as VICE PRESIDENT, LANDS of READING & BATES PETROLEUM CO.

Lynne E./’lumlec - Notary Public :
) 1100 Mid-Continent Bldg., 40% 5. Boston Ave:

" March.7,-108% . 3 PL“.“&& Tulsa, Oklahoma 74103

STATE OF Colorado
COURTY OF Denver

Lo
My ConRission-

The foregoing instrument was acknowledged before me on this 17th day o

‘of January . . s 1983, by CHARLE . ATTORN
: ) OfsmlIXPUJRATIOH ARD FRaDUgTIOH mﬁ?:ﬁ':-uncm *¢ AGRAT ARD TELINPACT

acd offfcfal masl.

ey o LA G| 55
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EXHIBIT

“A“

L ‘Attached toand made a part of that certain agreemeiit
to.. - 09836 Lo

. EOUTHERN PACIFIC LAND COMPANY and - SUN EXPLORATION AND PRODUCHTON =

dated December 1', 1982 between

: _conpz'mt,ar‘id' READING & BATES PETROLEUM CO.

. L3 - - MDH
Subdivision Sec., Twp. Rqe. adves o
R |
p ’ . 3 31N .
* gis of Ws & Lots 1,2,3, & 4 7 31N Zgg ;i:é.gg
. 3 7 3IN  49E 320.00
£ M1 13 31K 49E 640,00
+ s 15 31N 49E 640,00
w 17 31N 49E 320.00
i7 31N 497 320.00
TOTAL
2,714.99
STATE OF CALIFORNKIA

53
City and Couniy of San Francisco k

On mi;.go_t;tl__.——dnyof__r__#_r el ir the year One ﬂmusandHirerundrcdandEigmy WO e
before e, JAMES W, WATT. Notary Public i and for the City and County of Sen Franciseo, Stole of California, personatls oppeared

R. A. BergerL . _ A

Vvice President and General Manager

ALl b e

{0t Mariat Plars)

personully kngwrfo e for proved 1o mme on 1ke basis of sarisfactory evidence) to be the person who

execuied the within insirument as president for secrelary} or on behalf of the Corporation therein

nomed and acknowledged o me that the Corporalion execited it \ i
i

= o
JAMES W. WATE)RHIA
oAy PUBME CALEONY
N 1BAL PUILE ©F BUSINESS ¥
PN oIty ERD oF
n.lﬂ:\sw

oa Expices JURE ]
e e

IN WITNESS IWHEREQE. 1 have hereunto 3¢t my hand end afftxed my official seal at My
offfce in the City ond County of Son Frontisco, the daoy and year in this certificate firsi above
] wrslten.

Corporalion [ il e — ;
Notary PPublic) 'or the City and County of San Francisco, State of California.

My Commission Espires June 24, 1983
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