{Appmvad as po lnn'n h‘ Gmernl c:»un.-.el January ﬁls?a)
tAs Amended Juty: 1, 1981 l Oclober 20, 198!] :_. 6’7392

RoB303% ORIGINAL PAPERS
)5895 ;-OIL:_AND GAS L

THIS LEASE, made in duiplicate - ihis __Fl.m day ol . DECEMBER SR
tween "SOUTHEAN - PACIFIC - LAND "COMPANY, a - California curporation, "herelnatter ca|leci 'Lessor" *and _SUN
OHATION AND PRODUCT!ON COMPANY. As 10 ah undivided 75% lnleres'l and READ]NG & BATES PET HOLEUM Ci

an: undivided . 25% interesl,. heremaﬂer colleclive'ly called "Lessee

EASE

ol the obsawanoe and taﬂhlul performance by Ltﬁsee of all the prov:snons conlalned herein
sometimes hemlnaﬂer refenad

e rnora pamculany -

Thai Lessor, In mnsidera\ion
hareby Ieasa to" Lﬁsea for the ferm and purposes herelnaﬂer set forth, all that certaln property,

i ihe County of EUREKA - + State of - NEVADA
hereto and made & pan hereof

“to as “teased premlses
descnbed on Exhibtt "A" anached

Subject to easements, leases and resirictions affecting sald proparty.

_ For the purpeses of this faase, Lessee shall have tha right {subject o the provisions hereof and 1o the exienl of Lassor's
owmership thoresf) to explore, diili for end to produce, extract, take and (emove ali ofl and ges hereinafier referrad to as ‘substances’,
_containad in seld property, to clore cald substances upon said property, to locate, erec, construci, maintain, replace and operate
upon and in said property such faciiilies and structures (except rafineries or topping gas plants) as may be necessary in the

“production, treatment, storage or transporiation of said substances from sald property, end {0 appropriate and usa such waler as
. . may be necessary: for the ebove operalions. :

Lessor, its successors and assigns, the right to construct, malnlain and usa dilches, flumes, roads, {rails, tracks

: " Resending unto
- and plpe, tolegraph, telephons,
i propeﬂy for any’ "snd all:

signal, communication

and power lines In, u

pon, over and across said property and the right 1o use-

herein fessed 1o Lessee.

other purposes consistent with the rights

.2, Tha. term of lhis

Jsesa shall be for twenty-five (25) years,

from and after the'

FIRST-

dayofD.EGEEIBER., )

n whois or In part, as hereinafter provided.

32 Y unless sooner lermlnaled or forfeited, either i

3 Lessee agrea to pay to
: _’i" st year - i of 1he term hereof, and annu
" of the term heraot a cash ranla% of $200 an acré per. anpum in &
(s)aach "drlﬁlng unit® upon which thers is a producing oi

Lessoracashrentaioi 6 021,12

in advance on the date of delivery of thls leasa tor lha

on or bafore the first day of each successiva year ,
that rental shall not eccrue or be paysble for:

when rental is payable,

alty !hareaﬂer.
dvance, provided
| or gas well on the date
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(b)each 840 acre subdivision within the boundaries of the leased premises on which drilling is in progress on the dale when
rental is payable, or

(c)each 64D acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paying
quantities on the leased premises or within offset distance, as provided in paragraph 16, and Lessee has delermined, as
provided in paragraph 15, that conditions are not such as to Indicate a reasonable probability 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 L.essee Is prohibited by law, or

by the orders, ruies or regulations of a compelent administrative authority, constituled by law and not by voluntary
agreement, from producing said substances therefrom,

Unless otherwise deslgnated in an official drilling and spacing order of a regulatory authority having jurisdiction of the state

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

{1) a twenty acre subdivision, or tess, if the average depth of the preducing interval of wells drilled for oil shall not be more
than four thousand (4,000) feet;

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

Subject to the terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdivision as used herein shall be
either the North, South, East or West hall of a legal Government forly (40) acre subdivision, a forty {40} acre subdivision as used
herein shall be a legal Government ferty {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 States survey.

4. Except as herein otherwise provided specifically including Section 19 of this lease, the Lessee shali commence drilling an ol
or gas well on the leased premises on or before five years from date hereo! (referred to in Seclion 4 as “sald date”), and shall
continue the work of drilling such well with due diligence uritil completion. After completion-of the first well, Lessee shall commence
drilling another well on sald teased premises within one hundred twenty (120) days and shall continuously operate at Jeast one string
of tocls in drilling wells on the leased premises, allowing or.e hundred twenty (120} days between the completion of one well and the
commencement of the next succeeding well until one oil or gas well producing from each preductive zone has been comipleled 1o
each drilling unit; provided, however, that if any well compleled befora said dale shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilling the next well at any time before ssid dale. Nothing herein
shalt limit the numbar of wells which Lessee may, al Lessee's oplion, dnill inexcess of the number herein specified, or the depth to
which any well may be drilled if Lessee should elect to drill below the depth specified. I Lessee has nol commenced drilling of an oit
or gas well on the leased premises on or before five years from the date hereof, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso faclo terminale.

5. A well shall be deemed completed when (3} formations or mechanical difficulties are encountered which, in Lessee’s
judgement, would render further driling of said well unprofitable or unsuccessiul, and because of such fact active drilling operations
therein are discontinued, or {b) it has been drilled to basement rocks, and active drilling operations thereon are discontinued, or
{c) Lessee has ceased drilling operations thereon and it has been pul on regular production and is producing oil or gas in quanitites
deemed by Lessee sufficient to pay to pump or otherwise secure and save.

6. Except as hereinafier provided, Lessee shall deliver 1o Lessor, as royally, one-sixth {1/6th) of the net oil, petroleum and olher
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shall be subject to deduction from the gross product; the quantity that may be consumed in the Lessee's
operations hereunder, and after making deduciions for lemperalura at 63° Fahrenheit, bottom seftlings and molsture according to
the American Petroleum Institute methods.

7. Lessee agrees to pay 1o Lessor as royalty one-sixth (1/61h) of the value of natural gas produced and sold from the leased
premises, and one-sixth (1/6th) of the value of restdual dry gas sold afier the processing of the wet gas produced in wells on the
leased premises, birt nothing in this agreement shall require the Lessee 1o save or market natural gas of residual dry gas unless there
shalt be a surplus above fuel requirements, and a marke! at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cosl of compressing and delivering the same 10 the pipe line of the
purchaser on the leased premises. Lesses shall not be required to pay royalty for any natural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lesses shall not use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price lo be paid to the Lessor for its one-sixth (1/6th) share of such gas.

8. {a} ! the wet gas produced from said premises is processed for the purpose ol manufacturing natural gascline and/or other
petroleum products then Lessea shall pay to Lessor one-sixth (1/6th) of the total value of all natural gasoline andfor other petroteum
products recovered and saved from said gas, less the cost of preducing 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 wel gas and the storage and shipping
of said gasoline and/or other petroleum products. In no event, however, shall the lofal of said cost of producing and sei’ng exceed
fity (50} percent of the total value of all natural gaseline and/or other petroteun products recovered and saved from said we! gas
computed in the manner hereinafter set forth. In compuling the value of said gaseline and/or other petroleun products the gasoline
and/or other peiroteum products shall, if sold by Lessee to third parties, be valued at the respective nel ex-lax prices recelved by
Lessea trom the sale thereof at the plant or planis where produced. If said gasoline and/or olher petroleum products are retained by
Lesses for Lessee's own use, such products shall be valued at the respeclive ex-tax prices posted or established for natural gasoling
of like Reid vapor pressure and/or for other petroleum products of the sama quality produced in the same field during the same
calendar month,

(b} i any wet gas produced from said premises is sold by Lessee for the purpose of manufacturing natural gasoline and/or
other petroleum products on 8 basis whereby a royalty therein is reserved to Lessee, payable in money, then the Lessea shall pay lo
the L=tsor one-sixth {1/6th) of the total amount of the royalty so reserved 1o Lessee, provided, however, That the amount of royaity to
be paio {0 Lessor hereunder shall be nol less than one-sixth (1/61h) of fifty (50) percent of the tolal value of such products so
manufactured.

{¢) In the even wel gas produced from said premises is sold for the purpose of manufaciuring natural gasoline andfor other
petroleum products on a basis whereby a quantity of the nalural gasoline and/or other petroleum products recovered therefrom is
reserved to the Lessee as royalty payable in kind, then Lessee shall pay 1o the Lessor one-sixih {1/61h) of 1he tolal value of said
natural-gasoline and/or clher pelroleum products so reserved 10 Lessee, provided, however, thal the 1otal amount to be paid to
Lessar hereunder shall be not less than one-sixth (1/6th) of fifty (50} percent of the total value of such products so recovered.

(¢} The value of the natural gasofine and/or other petroleum preducts 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 efect to receive its royalty oil in kind, the Lessee will purchase the royally oil from the Lessor (a) at the
highest posted available market prics of the oll at the well, or in the field in which the wells are situated (effective at the time of
removal from lease tanks) of all such oil so produced and saved by the Lessee from sald wells and removed Lherefrom during the
preceding calendar month, or (b} in the absence of a posted market price for such qil, the prevailing market price a1 the wellorin ~
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the field (effective at the time of removal from lease tanks) of such oll, or {c) in the absance of a prevailing market price the actual
price received by Lesses for such ol as said wells, or {d) in the absance of sales by the Lesses at the wells the reasonable value of
such oil; provided, however, that If the Lesses disposes of such oil at a price, including bonus, in excess of the posted or pravailing

market prics, the price to be paid for such royalty oil by the Lesses shall be the same price, including bonus, received by Lessee.

10. At Lessor's oplion, exercised not oftener then once in any one (1) calender year, and upon sixty (60) days’ previous written
notice, the Lessee will deliver the kind, free of cost lo Lessor, tha sald royalty oil. Should Lessor require that royalty oll be delivered in
kind, Lessee, it requested by Lessor, will, wilhout cost to Lessor, provide storage 1anks on the leased premises sufficlent to hold an
accumulation of nof to exceed thirty (30) days’ production of royalty oil and will place sald royalty oil in storage for the Lessor in said
tanks as and when it is produced. Lessee shall be In no manner responsibla or held liable for loss or destruction of such stored oil
belonging to Lessor from causes over which Lessee has no control. Lessor agrees to remove the royelty oil so stored from sald lanks
as aften 85 may be necessary to keep sufficienl space available in sald 1anks for current accumulations of royalty oil. No royalty shall
be dus the Lessor for or an account of ol lost through evaporation, leakage or otherwise pilor to the removal of same or delivery 10
Lessor, i royalty il sha!l be defivered in kind. If Lessee purchases the royally oil, the Lesses may deduct therefrom a proporionale
part of the actua! reasonable cost of treating unmerchaniable ol produced from the leased premises 1o render the same merchant-
able only in the event, however, that such oil Is treatea by the Lessee on or in the immediate vicinity of the leased premises. If the
Lessor shall elect to recelve royalty oil in kind, such royally oil shall be of ihe same quality s that remaved from sald leased premises
for the Lessee's own account, and If Lesseg’s own oil shall be trealed before remaved, Lessor's oil will be ireated therewith before
delivery thereof to the Lessor, and Lessor In such event, shall pay a proportionate part of such reasonable cost of lreatment.

11. All royalties payable and the price for all such substances which shall be sold to the Lessee hereunder, under the terms
hareof, shall be paid by Lessee to Lessor on or belore the twentleth day of the calendar month next succeeding thal in which delivery
of such substances shall have been made to the Lessee under such sale, and all royally paid in kind shall be delivered to the Lessor
from time to time as the same Is obtained on said premises and slored and handled as herein provided.

12. The rental and royalties hereinbelore provided for shail be in lien upon any and all of said substances remcved from or
stored upon the leased premises, and upen any improvements and personal property of the Lessea upon sald-leased premises

13, Subject to the terms and provisions of Section 43 of this lease, eath producing well, as soon as compleled by thas Lessee,
shall be placed upon production and shall thereafter be operated by Lessee diligently and continuously, and in accordance with
sound ol field practice. Lessee, from time 1o lime as necessary, shall clean out the wells and do any and all other work required to
keep them In condition for production and the exiraction of ofl and gas therefrom to best advantage. Except as herein otherwise
provided, the Lessea will keep each well drilied on the properiles covered by this lease producing to capacity consistent with good
operating practice.

14. This Lease shall be subject to all laws, statutes; rules and regulations heretofore or hereafter enacled or promuigated to
contral, suspend or conserve oil or gas and 0il or gas operations, and, also {0 any general agreeinent which Lessea may in good faith
enter inlo with other operators in the field in which the leased premises are situaled, for a like purpose; and if compliance by the
Lessee with such faws, statutes, rules or regulations or with any such agreemenl shall hinder, delay or interfere wilh the carrying out
ol any provisions of this lease, Lesses sha!l not be considered in default or be liable 1o Lessor for any damage or injury suffered of
sustained on account thereof, nor shall Lessee’s rights be subject 1o forfeiture by reason thereof, notwithstanding any provistons of
this lease; provided, that such agreements affecting the leased premises shall not be for pariods greater than one (1) year wilhout the
Lessor's written consent, and provided, further, that no such agreement shall authonize Lessee lo discriminate agatnst said leased
premises in favor of any other properiies cwned, leased or operaied by the Lessee in the sama field, nor excuse such discrimination
efther in the drilling or producing obligations of the Lesses hereunder. Lessee will fumnish Lessor with copies of any written
agreement for the voluntary curtailment of said production. and if there sre no such agreements, Lessee shall furnish Lessor with
copies of orders of the Oil Umpire, or any other authority having the power to make orders for voluntary curtailment, The Lessee
shall not be considered in default because of any acts done pursuant to of in reliance of any law or statule, rule or regulation, here-
afler declared unconstitutional or vold prior tc a determination of such unconstitutionality or invalicity by & coun of last reson.

15. It gas 1s discovered in any well in paying quantities and Lessee shall delermine that conditions are not such as o indicale &
reasonable probability of 1he discovery of ol on the teased premises, then the Lessee shall operate the leased premises for the
production of gas. In such evenl, the drilling obligations shall be reduced so that the Lessee shall ba required to drill not more than
one well 10 each one hundred sixty {160} acres, or major fraction thereol. For the purpose of this leass, 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 al & gas-oil ratio of ten thousand (10,000) cubic feet per barrel or ess; provided, however, that any well, the liquid
production from which is a resuit of retrograde condensation, shafl be considered a gas well regardiess of the gas-eil ratio. If. at any
later period, oil shall be discovered in paying quantities on the leased premises of in the evenl that oil is discovered in paying
quantities in any well within oifset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
shall revive as an oil [ease, and all of the condilions herein stipulated as to drilling for oft shall become eflective commencing with
such discovery of oil Provided, howover, the foregaing terms and provision of this Section 15 shall be subject 1o (i) the applicabla

rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises ara located, and (i)
Section 3, 14 and 26 of this lease.

16. Subject to the terms and provisions ol Section 14 and 26 of this lease, in the event an oil well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and completed in a zona the average depth of which Is iess than four thousand {4,000)
feet and within three hundred thirty {330) feel, or is completed in a zone the average depth of which is greater than four thousand
(4,000) feel and within six hundred sixty {(660) feet, or in tha event that & gas wall is compleled on adjeining property which is not
unitized with Lessor lands within thireen hundred twenty (1,320)feet of the exierior timits of any property at the time embraced In
this lease in each instance and oil or gas is produced therefrom in paying quanitites far a period of thirty (30) days, and the drilling
requirements under this lease are-not fully com plied with,and the owner of such well shall operate the same and marke! the oit or gas
i therefrom, then, unless there is & well then being drilled or on production on the leasec pramises within the applicable offse! distance
j et e common boundary ling, the Lessee agrees to offset such well by tha commencement of drilling operations wilhin sixty (60)
1 days hereafter in the leased premises, and complele it at epproximalely the same distance from the comman boundary line as said
well on the adjoining property is compieted, and proceed diligently and continuously o drill and complete sald offset well to the zone
from which such well on the adjolning property is producing; provided, howaver, that in the event Lesses is drilling an oil or gas well
upon the eased premises el the time of discovery of oil or gas on the adjoining property, the lime {or commencing the drilling of an
offset well shall ba extended until rinety (50) days after the completion or abandonment of said well then being drilled by Lessee on
{he leased premises; provided, however, thet in no event shall said time be extended beyond six (6) monihs after the completion o:
the wall-on the adjoining property. For the purpose of satistying drilling obligations hereunder, offset wells shail be considered as
other wells required to be drilled hereunder; provided, always that Lessee agrees to space oil or gas wells on the leased premises

aceording to the sams spacing of oil or gas welis on the acjoining property in order properly and sffectively to offset production from
wells_on such adjoining property and prevent drainage from the leased premises.

47. Drilling and producing operations hereunder may be suspended white the price offered generaily 1o producers In the seme
field for oil of a gravity of 14° American Petroleum Institule Scale, or of any higher gravity, at 60° Fahrenheit shall fall below One
Dollar ($1.00) per barre! at the wells; provided, however, that driliing or preduction from offset wells shali not ba suspended on the
leased premises unless the offsetting wells on the adjoining premises also discontinue producing.
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1B. Any obligations, covenanis or condilions imposed upon the Lessee shall be suspended only while Lessee's complianca is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockoutls, riols, defays in lransportation, inability to
secure materials, labor, drilling equipment or transporlation in the open market, or Interference by Governmental ection, or any other
cause beyond the reasonable controt of the Lesses, wheiher similar or dissimilar to the causes specifically mentioned. If such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the lease term shall be extended
for a period of 1ime equat to the perlod of such suspension and any such extention of the lease term. Lessee may resume the
paymant or tender of rentals in accordance with Paragraph 3 herecl after the period ol suspension the proportionate part of the
rental for the rental year remaining after such period of suspension. Lessee's obligation to pay royally on ol and gas production
produced, saved and marketed shall naver be suspended under this paragraph. Whenaver Lessee would otherwise be required o
surrender any of the leased premises as an alternalive to the perdormance of any obligation under this lease and such obligation is so
suspended, then so0 long as such performance is suspended under this paragraph or other provision of this lease, Lessea shall not be
required to surrender any portion of the leased premises.

If the permission or approval of any governmental agency is necessary before drilling or other operations can ba lawfully
commenced on the lzased premises, then if such permission or approval has been applied for 8t least thiy (30) days prior to the
date upon which such operations must be commenced under the terms hereol, the obligation to commence such aperations shall be
suspended until thirty (30) days after the governmental permit is granted or approval given. If such permit or approval is denied
Initially or at any time during the approval or permitiing process or is revoked after issuance, then so Iong as Lessee in good faith
appeals from such denial of revocation or conducis furher proceedings in an altempt to secure such permit or approval, the
obligation to commence such operations shall be suspended until thirty (30) days afler such governmental permil is granted or
approval given.

19. The Lessee may, at Lessea’s option, at any time surrender and quilclaim this lease as to all of the leased premises or as to
i 7 any one or more twenty (20} acre subdivisions thereof as herein defined, and shall be released from all obligations thereafter arising
e P with respect to the premises surrendered and quilclaimed, and in the case of a partial surender and quitclaim all of the rental and

T -3 drilling obligations shal! be reduced pro rata. At any time after the completion of the first well, or any subsequent well on the leasad
b premises, Lessea may cease further drilling and if the full number of wells shall not have been drilled Lessea shall thereupon surren-
der, and this lease shall thereupon terminale as to all of the leased premises, except diilling units occupied by producing ofl or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease until abandoned or until the end of the tem
thereof, and the extended lerm, if renewed as hereinafter provided. Each of said drilling units shall, in each instance, conform to
subdivisions as defined In paragraph 3 hereol. Lessee shall have the right to do such things as may be necessary to keep such
drilling units in the highest productive state, including the right to ream, clean oul, deepen, re-work, re-drill, and to drill new wells
thereon to other zones in order 1o mainlain or increase production, or to sestore production if it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of this lease, and failure to remedy the default
within thirty (30) days afier receipt of written notice from Lessor so to do, then at the option of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessee in and to said properly shall be 81 &n end as to all said properties, except that the :
Lessea shali have the right to retain and hold under this lease the area surrounding each we!l producing or being drilled, with respect
to which it is not in default to the same extenl and with the same rights as provided in paragraph 19 hereof in the event of a surrender i
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall nol be & waiver of any other or i
subsequent hreach hereo!, nor of any other covenant or conditian hereof.
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21. Upon surrender by the Lesses of said leased premises in whole orin part or upon the tlermination of the Lesses’s rights and
interests in and to the leased premises, or any part thereof, in any manner herein provided, the Lessee will quietly and peaceabiy
surrender possession thereof to the Lessor and agrees to refease to the Lessor, ils successors or assigns, afl right, title and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee's righls have terminated as herein provided. In the event
of & partial release of the property so refeased shall be subject 10 the easements and rights of way herein provided for and &ppurten-
ant io any part of ihe leased premises retained by the Lessee, and the Lessee shall furnish 1o the Lessor a8 map showing the location
of such easements and righls of way. if there are any rights, interests, ciaims, liens or encumbrances conveyed, created, dona, made
or suffered by the Lessee, or anyone claiming under Lessee at the lime of the release, Lesses shall take such actions, steps and
proceedings as may be necessary 10 lerminate and extinguish any such rights, inferest, liens and ercumbrances, failing inwhich,
Lessor may do so at the sole expense of the Lesses, which expense, plus reasonable altomey’s fees; Lessee sgrees to pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in writing that to the best o Lessea’s information, knowledge and
belie! no such righls, interests, claims, liens or encumbrances afect the lease premises released by Lessea.

22. Derricks, buildings and other structures, improvemenis, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shall be and remain the personal property of the Lessze, and provided no default shall al such tima existin
respect of any payments or rentals or in respect of any covenants, agreements or conditions to be kept or performed by the Lessee,
the Lessee shall have the right during the term hereof, or at any time within sixty (60) days after tha date of lermination of this lease
to remove from the lecased premises all such personsl propery, except casing in waler wells purchased by Lessor; provided, further,
that the Lessee may exiend the time within which such personal property may be removed for a pariod not exceeding six (6)
months from such date of termination by paying to the Lessor monthly in advance a tental 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 1-0l removed
frem said premises within said six (6} months’ period shal! become the property of Lessor.

23. The Lessee agrees 10 keep full records of the operations upon and produciion end sales of said subslances from sald
teased premises independently of and separate from any other premises operated by the Lesses; 1o nolify Lessor promplly of
discovery of any of said subslances in the leased premises and to furnish 1o the Lessor on or before the twentieth day of each month
a true statement, in triplicate, of all production, deliveries and deductions in & form satisfaclory to the Lessor. All records of the
operations and produclions and sales of said substances from said feased premises shall, al all reasonable times, be open to the

! inspection of Lessor's agents and representatives.

24. Lessee will keep an accurale log and casing record showing the progress of drilling, character of formations encountered
or drilled through, and casing in each well in which drilling shall have been done on the leased premises, and fumnish Lessor a copy
thereofl upon tha completion of or the abandonment of each wel!, and & true copy of 8ll surace and subsurface surveys made of each
weil cidled undsr this lease. Lessea will furnish all reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agenis and representatives shall have free and full access at their sole cost, risk
and expense to all of the wells and works and to all property in and vpon said leased premises.

25. Lessee agrees lo conduc! Lessee's operations s0 as to interfete as littie as is consistent with the economical and ordinary
use of the premises for the purposes harein reserved by the Lessor, to tay and maintain all pipa lines not less than thinty-six inches
(36") below the surface of the ground; to fence ail sump holes and e._cavations to safeguard livestock grazing on said land; to
provide substanlial gates at points where fences are cut by the Lessee; and 1o use reasonable care and diligence to prevent the |
cverflow of oil or water which may be detrimental to vegetation on those porlions of the leased premises which are suitable for H
grazing, sgricultural or horticultural purposes.

26. Lesses sheall carry on Lessee’s operalions hereunder in a careful and workmanlike manner. Lessee shall comply with any
and all applicable valid statules, ordinances and governmentsf orders and regulations penaining to the exercise of righls leased here-
under and shall furnish such evidance of Lessee’s compliante therewith as may be required by Lessor. Lessee shall furnish evidence
satisfactory to Lessor that abandoned wells have been properly abandoned in compliance with applicable statutes, ordinances end
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27. Upon termination of 1his lease in any manner, or il any well is abandonad the Lessee agreas lo relevel the surface of the
property involved, and to fill ali abandoned sump holes and excavalions mada by Lesses; to remove all derricks, tanks and tank
supports, and if there are any pipe lines running from any abandoned well, or any other place on the property, the sams shall be
removed if the Lessor desires, and dilches opened up by removat of the pipe line and the ground made to conform to the natura!
contour. Lessee will also remove all cement blocks or foundations which may have been placed on the leased premises, and any and

all other supports placed by Lesses or permilted by Lesses to be placed on sald leased premises and which, in any manner, interlere
with the use thereof.

. 28. Lesses agrees to releass and to indemnify and save harmless Lessor, the surlace owner of said property, the heirs,
personal representatives, successors and assigns of the surface owner, and any corporation affiliated with, owned or controlled by
Southemn Pacific Company, a corporatlon, from and against any and ali claims, causes of action, liabllity, costs and expenses arising
. out of injurles to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whatsoaver, direclly or indirectly

resulting from or caused by the occupancy of, or oparations of Lesses on, the lsased pramises or property adjacent thereto, or the
existerica of oll wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lesses on said leased premises or
property adjacent thereto, including, without limiting the generality of the foregoing, the breakage ol pipe tines, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

29. Lessee agiees 1o pay before delinquency all taxes and assessments which have been or shall be levied and assessed on the
mineral rights in the leased premises, and on the bulldings, structures, equipment and olher personal property or Improvements
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belonging to
Lessor. Lessea may deducl up to ong-sixth (1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, paid by Lessee, from the royalties due and payable 1o Lessor for production during each successive twelve months'
period subsequant to the day and month In such fiscal year on which the first instaliment of such taxes ard assessments become
delinquent. The above amount of the taxes and assessments for a parficular fiscal year so paid shall be deductibia only from the
royalties due and payable during the twelve monihs' period which immediately succeeds the date of delinquency of the first
instaliment In such fiscal year. Lessee agrees to pay 10 Lessor annually, within fitteen days after demand, an amount equal to five-
i sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or occupied by the
3 leased premises (except on buildings, structures and other improvemants { n not owned, maintained or by Lessee) for the
: fiscal year beginning July 1, 19_82 prorated from DECE"&EE‘ T' Tﬁ'ﬁ& to June 30, 19@ and for each fiscal
year thereafier during the term of this lease. Lessee shall pay any production or severance lax computed orbased upon production
of oil, gas or other mineral substances which may be imposed by the Federal Governmenl, the State of California, or any ol ils

political subdivisions, and Lessor sh~il reimburse Lessee for the same propertion of said taxes as Lessor's shares of the taxes on the
mineral rights.

30, Either party may pay the entire amouni of any delinquent taxes or assessments which shall conslitute a lien on said leased
premises and which should have been paid belore delinguency by the olher parly as herein provided, and pensaliies and interest
thereon, and shall be entitled to reimbursement from the other party of the part of the taxes and assessments herein agreed 10 be
paid by such other party, and of the enlire amount of the pendities and Interesl. Penalties and interest on delinquent taxes and
interest on payments made pursuant to this paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such annual adjustments, bu! shall be borme entirely by the party obligated to pay the tax or assessment befors
delinquency.

31. Lesses shall not commence drilling inte or through the leased premises or consiruct, alter or repalr structures or
improvements of any chzracler, excepl emergency repairs, upon said property until afier written notice thereof is given to Lessor.
Lessor may post &nd mainlain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay in full
all persons who perform labor cr services on, furnish materials joined or sttixed to, or provide equipment for, said property, of the
construction, re-construction, repair or placement of any structure improvement on said property. at Lesse€’s inslance or requast.
Lessee shall not permit or 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 to release any such lien or tiens, or to defend any action brought
therean, and lo pay any judgment enlered therein and the Lessee shall be liable to the Lessor {or all costs, damages end reasonable

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

42. Lessee agrees lo pay to Lessor interest st the rate of 10% per annum upon ary and all amounts whalsoever due under this
i leasa to Lessor (rom the date payment of each such amount is due and owing to Lessor or from tha date of each breach by Lessee of
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each paymeni of sald amounts, unless such payment

i is tendered or pald to Lessor within 30 days afier the date a payment is due and owing hereunder to Lessor or the dale of such
breach, as the case may be.

a3, If Lessor shalt bring suit {0 compel performance of, or to recover for breach of any covenant or condition herein contained,

or for declaratory rellef, and prevails therein, Lessee agrees 1o pay to Lessor reasonable atlormney fees in additicn to tha amount of
judgment and costs.

34. All payments 1o the Lessor shall be made to it at One Markel Plaza, San Francisco, California 94105, but Lessor may at any
time by notice to Lessee change the place of payment.

35. Any demand, notice or stalement herein requested or required to be given by one parly to tha other shall ba in writing.
Delivery of such written notice or statement to Lessor shall be conclusively 1aken as sufficient if and when deposited in the United
States Mail, with posiage thereon fully prepaid, cerlified or registeced, addressed to Lessor at One Markel Plaza, San Francisco,
California 84105, and delivery of such nofice or slatement to the Lessee shall be conclusively taken as sulficient if and when
deposited in the Uniled States Mail, with postage thereon fully prepaid, cenified or registered, addressed 1o Lesses al 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202. Any party hereto may, by writlen notice, change his or its address to which such
demands, notices or statements may be senl.

35 This lastrument is a fease and ks nat and shall not ever ba held or interpreled fo be a mining partnership or parinership of
any n~d, or in zny sense whatsoever; the intention of the parties hereto being to establish and creale hereby belween themselves

only the -elationship of Lessor and Lessse in accordanca with the terms, provisions, conditions, covenants, reservalions and
agreements herein set forth.

AT it

a7. 1l is agreed that in casa Lessee shall, except by Lessor, be lawfully deprived of the possession of said premises, or any part
thereol, Lessea shall notify Lessor in wriling setting forth in full the circumstences in relation thereto, wheraupon the Lessor may, &t
ils option, either reinstall Lessee In possession of the feased premises or terminate this lease as to the premises or tha part thereol.
the possession of which Lesses I so deprived, by giving notice In wriling to the Lesses to that elfect and a! the sama time paying, or
tendering with such notice, 1o the Lessee the sum of One Hundred Dollars {$100.00), pfus the pro rata amount of any rental, thereto-
fore-paid in advance by the Lessee undar the provisions of paragraph 3 hereol ard applicable 1o sald pramises, or such portion, for
1he uniexpired rental pericd, whereupon no claims {or damages of whatsoever kind or characler incurred by Lesses by reasen of such
dispossession shall be chargeable against Lessor.

38. If Lessee Is adjudicated a bankrupt, or shall make an assignment for 1he benafit of creditors, or file a voluntary petition
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under ‘any law {having for ita purpose the adjudication of Lessea a bankrupt, or tha extension of {ime of payment, compaosition,
o adjustment, modilication, setttement or satislaction of the fiabilities of Lesses), or a recaiver ba appointed for tha property of Lessee
by reason -of the insolvency of Lessea, notwithstanding anything to the contrary alsewhere in the lease, Lessor shall have the
immediate right to terminata this tense and to lake exclusive possession of the leased pramises. Tha acceptance of rent or other-
“payments for the usa of the léased preimises shall not constitute a waiver of Lessor's right io terminata this ease as above set forth. I -
" thera are two or.mora Lessees hersunder, or if Lessee is a partnership, then tha right of Lessor o tersninate the antire lease shall be
. exércisable in case any one of the Lessees of partners is adjudged a bankrupt or beconies subject to or participates in any other
“proceedings or procedure harein mentioned. ’ ' o -

-2 - -’39, i, at the expiration of the term of this lease, any wells are being drilled by Lessee on ihe leased premises, or any existing -
-- wells are producing or capable of producing il or gas in paying quantities, but are not being produced for reasons authorized under
" this lease, Lesses shall have the option of renewing this iease as long thereafler as such substances ara produced of capable of
belng produced to include drilling urils as defined In paragraph 3 hereot, cccupied by wells producing in paying quantities or wells
"In process of being drilled on the same acrezge specified In paragraph 3 ferect, together with the sama rights provided for in
paragraph 18, on and subject to the sama royalties, terms, covenants and conditions as are herein specitied; provided, written notica
from Lessee of such renewal shall be received by Lessor not mare than six (6) months nor less than {hirty (30) days prior to the
explration of the original term hereol. : ’

_ 40. This leasa shall inure to tha benelit of and be binding upon the respactive heirs, administrators, executors, successors and
assigns of the patties hersto, but no assignment of this lease, or any sub-lease or agreement atfecting this lease, or the jeased
premises, or any interest thetein, shall ba valid, unlass made wilh the consent of Lessor in writing, and ne changa in ownership in tha .
land or in the rentals or royaltiss shall be binding on Lessee until Lessee shall have received written nutice of such transfer or
assignmenL All covenants, agreements and stipulations herein contained shall run with the property.

41. If there be more than ona Lessee named herein the term sl essee™ shall designate the plural number, and the obligations of
the Lessea hereunder shall be joint and several.

42 Time is of the essence ol this lease.

43. Where there is a gas well or wells on the leased pre mises or acreage unilized therewith at any time during which this lease
is in effect, and such well or wells are shul-in, Lessee shall pay 23 royalty to Lessor the sum of $1,280. per woll per year, Sald
payment [s due on or before ninaty (90) days from the date of shut-in or the date on which the leased premises or 8 portion thereof
are upitized with lands on which thereis a shut-in gas well, and thereafter on.or belore the anniversary date of such payment during
the period such well or wells are shut-in. Upon said payment it shall be cansidered that such well or wells are producing gas in
sommercial quanitites for ali purposes hereunder.

IN WITNESS WHEREOF, the parties hereto have £austd ithese presents to be executed as of the day and year first hereinabove
writen.

il

SUN._EXPLORATION

P
SOUTHERN PACIFIC LAND COMPANY . AND PRODUCTION COMPANY READING 3/,, ATES-PET /LEUM cO.
Y
AL R Sergen L £ B,///Q(’ 7N,

By: By

CENZNEL Lis) A Agenl and Atlorney-n-Fi
Attgst 'L Mﬁ C RAZLES L m@NGUM Hs: _Lg_umg,_\nmjraidm;lm————

R.p. BERLEL

STATE OF OKLAHOMA
COUNTY OF TULSA

' The for oing instTument was acknowledged before me on this 18th day of Februaty, 1983,
3’ LY TVE, as VICE PRESIDENT, LANDS of READING & BATES PETROLEUM CO. .

Lynne E¢/Plumlee - Rotary Public
1100 Mid-Continent Bldg., 409 5. Boston Ave.

Tulsa, Oklahoma 74103

STATE OF Colorado

COUNTY OF Denver ’ .
The foregoing inatruénenh vas acknowledged bafore me on this -24th day
of ‘.Januaxy . 198 3 by CHARLES R, MANGUM,as AGENT AND ATTORKEY-IN-FACT
" gfc‘S'UN EXPLORATION AND FRODUCTION COMPANY, ’ -
e, Yy

L /:2 - ﬁw ;

Fotary Public . Gl AEfG2 -
1801 Broadway, Suite 1000 D
Denver, Colorado 80202 -
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U STATE OF CA L!.F'ORN’A 5
Crrr and Coun!y ofSan anrum o

g,, ,;,,_, 20th- dayof December i the year One Thousand Nine Hundred und’é.rghry ,_Two e
JA\H:.S W “A'IT. a Nurary Public in and Jar the Ciry am! County of San anru'm Siare aj Cahfofma m‘rscnaﬂ‘) app!nrcd

I()Il' er'lri l'l.ul)

R. A, Berger e
. Vice President and General Manaqer a . o
personally Anown tome for proved to me on the basisof samfaaory rudenn-} la beri:r pe{:on w}ro “il

cxecuted the within insirument os presideat {or Secretary) or on behaU of !he Comomnon lherﬂn' -
nomed ond arknou tedged to me Ihar the Carporalron u‘a'mrd it -

JAMES W WATT .

> 2
ji\ 1C - CAUFORNIA
7 N?;:ggnpk%: OF BUSINESS IH .
CITY AKD COUNTY OF

IN WITNESS WHEREQF, 1 have }rfu-unla sel my hand nrm‘ ajﬁxtd my affdﬂl’ sml’ af my i

office in the City and Corniy of Sun Francisco, ihe day ond year in this ccmj" mlef rst abme S
writier.

Notary Public i;d for the City and County of San Francisco, Siaie of C:;li lornia,

EXHIBIT "A"

Corporation

My Commission E\plres June 24,1983

Attached to and made 2 part of that certain agreement

05£35

No. : dated December 1 , 1982 between

SQUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION
COMPANY and READING & BATES PETROLEUM CO.

* MDM

Subdivision Sec, Twp. Rge. Acres

Al 17 30N 49E 640.00

3 and 4 (All) 19 30N 49E 224.16

gpEr»ee 21 30N 4SE 640,00

* All 2 30K 49E gﬁggg

1, 2, 3'and & (ALL) 31 300 49E 26.

* H{.s : s kk] 30N 49E £40.00

TOTAL 3,016.56
#Reserved Mineral Interests .- t
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