 (Approved 8516 torm by Geraral. Gounsel, Jnmmryi‘q 1575: ' 87 334

“{As Amended July 1, 1981 & Oclober 29. 1081}
' " mGINAL PAPERS

S.LEASE; made in; dupl]cata |ms &;_ day of DECEIEBER SRR :

batween SOLFTHEF{N "PACIFIC . LAND - COMPANY, a Calllornla corporallon, hBrelnafter called "Lessor" -and” SUN :
EJ(PLORAT!ON ‘AND PHODUCTION COMPANY. As to an undivicad 75% Interest and READING & BATES F‘ETROLEUM CO a.s N
o an undivided ' 25% interest,: heremnﬂer ool!ecllvely called “Lessee o - ) K .

. 1. That Lﬁsor in conslderalmn of lhe observance and Ia:thfu'l pedormance oy Lessee of all lha prowslnns oonta:ned he:ein,,
: does hereby Iease to Lessee for the term and purposes hereinafler set !orth all that certain property, sometimes hereinahar relered

N 1o &8 “loased prem.ses in the County of EUREKA - Sla!e of NEVADA' S mora partlculaﬂy'.
= - desciibed on Exhibit ’A_"'attachad hereto and made a part hereol. . : <

Subject to easements, leases and reslrictions affecting said property.
For tha purposes of this leass, Lessee shall have the right (subject to the provisions hereo! and to the exient of Lessor's
cwnership thereof) to explore, drill for and to producs, extract, take and remevo all oil and gas hereinater refarred to as subsiances',
contaied in ssid property, to slore sald substances upon said proporty, to locale, erect, construct, maintain, replace and operate
. upon ang In said property such facilities and struclures (oxcept refineriss or topping gas plants) as may be necessary In the
production, freatmenl, storage or transportation of sald substances from sald property, and to appropriate and use such water gs .
may be necessary for the above operations.
. - Resenving unto Lessor, its successors and assigns, the right to construct, mainlaln and use ditches, flumes, roads, uanls. tracks
. and pipo, telegraph, telephons, signa, communication and power lines In, upon, over and across said property and tha right to use
. sald property for any and 2ll other purposes consistant mih the rights hereln leased 1o Lessen. )
.- .7 2 The term of this Isase shall be for twenty-five (25) years, from and sfter the _FIRST. day of DECEMBER,
o 19 82 . unless soonar terminated or “forfeited, efther in whola or-In part, as hereinatter provided.

3 Lessae agrees to pay lo Lessor a cash rental of 6,391.56 in advance on the date of delivery of ‘this lease forthe -

fi rsl year s - -~ of the term hereo?, and annually thereafter, on or before the first day of each successive’ year.
: of the term-hereof a cash rental oi $200 en &cre per annum in advance, provided that rental shall noi accrue or be payable for:

{a)aach "dnlhng unit” upon which there Is 8 producing ol or gas weli on tha date when rantsl is l‘rayab!e.
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(b)each 640 acre subdivision within the boundaries of the leasad premises on which drilling is in progress on the date when
rental is payable, or

{c)each 640 acre subdivision upen which there is a producing gas well on such date if no vil has been discovered in paying
quantities on the leased premises or within ofiset distance, as provided in paragraph 16, and Lessee has dolermined, as
provided in paragraph 15, that conditions are not such as {o indicate a reasonable probability of the discovery of cit on the
leased premises, of

(d}each ~drilting unit* on which there is a producing oll or gas well, for any period during which Lessee is prohibited by law, or

by the orders, rules or regulations of a competent administrative authority, constiluled by law and not by voluniary
agresmen!, from producing said substances therefrom.

Unless otherwise designated in an officiat drilling and spacing order of a regulatory authority having jurisdiction of the stale

in which the leased premises are located, a “drilllng wnit™ as used in this lease shall be:

(1) a twenty acre subdivision, or less, if the average depth of the producing interval o1 wells dritled for oil shall not be more
than four thousand {4,000) feetl;

(2)a torty acre subdivision, or less, if the avercge depth of the producing interva of welis drilled for oil shall be greater than
four thousand (4,000) feet.

Subject 1o the lerms and provisions of Sections 14 and 26 of this lease, a twenly (20) acre subdivision as used hereln shall ba
gither the Morth, South, East or West hal{ of a legal Government forty (40) acre subdivision, a forty {40) acre subdivision as used
harein shall be a legal Govemmen! forty {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 o the Uniled States survey.

4. Except as herein otherwise provided specifically including Section 19 of this lease, the Lessee shall commence drilling an oil
or gas well on the leased premises on or before five years trom date hereol (referred 1o in Section 4 as “said date™), and shall
continue the work of diilling such well with due diligence until completion. After completion.of the first well, Lessee shall commance
drilling anather well on said feased premises wilhin one hundred twenty (120) days and shall continuously operate al least one string
of tools in drilling wells on the leased premises, allowing one hundred twenty (120) days between the completion of ong well and the
commencement of the nexl succeeding well until one oil or gas well producing {rom each produclive zone has been.compleled to
each drilling unit; provided, hiowever, that it any well completed balore said date shall prove to be a dry hole and there i5 then no
producing well on tha leased premises, Lessee may commence drilling the next weil at any time before said date. Nothing herein
shall limit the number of wells which Lesses may, al Lessee's option, drill in‘excess of the number herein specified, or the depth to
which any well may be drilled if Lessee should elect 1o drill below 1ha depth specitied. If Lessee has not commenced drilling of an oil
or gas well on Ihe |eased premises on of befare five years from the date hereof, the rights, duties and obligations of Lessor and
Lescoa under this lease shall ipso facto lerminate.

5. A well shall ba deemed comploted when (a) formations or mechanical difficulties are encountered which, in Lessee's
judpement, would rendar further drilling of said well unprofitable or unsuccessful, and because of such fact active drilling operations
therein are discontinued, or {b} it bas been dritted 1o basement rocks, and aclive drilling operations thereon are discontinued, of
(c) Lesses has ceased drilling operations thereon and it has been put on regular production and is producing ol or gas in quanitites
deemed by Lessee sufficient to pay 1o pump or olherwise secure and save.

6. Except as hereinaiter provided, Lessee shall deliver to Lessor, as royalty, one-sixth (1/6th} of the net oil, petrateum and other
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 deductions for temperalure al 60° Fahrenheit, bottom settlings and moisture according 1o
the American Petroleum Instilute methods.

7. Lesses agrees to pay to Lessor as royalty one-sixih (1/6ih} of the value of natural gas produced and sold from the leased
premises, and one-sixth (176th) of the vatue of residual dry gas sold after the processing of the wet gas produced in wells on the
teased premises, but nothing in this agreement shali require he Lessee 10 5ave OF market natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a marke! at the well therefor. Such value shall be delermined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same to the pipe line ol the
purchaser on the leased premises. Lessee shall not be required 1o pay royalty for any natural gas or residual dry gas used in Lesses's
operations on the leased premises. Lesses shall not use any natural gas or residusi dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon ihe price 1o be paid 10 the Lessor for its onesixih (1/6th) share of such gas.

8. (a) If the wet gas produced from said premises is processed for the purpose of manufacturing natural gasoline and/or other
petroleum products then Lessee shall pay to Lessor one-sixth {1/61h) of the total value of all natural gasofing and/or other petroleum
products recovered and saved from said gas, [ess tha 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 slorage and shipping
of sald gasoline andfor other petroleum products. In no event, however, shall the total of said cost of producing and selling exceed
fifty {50} percent of the {otal value of all natural gasoline and/or other petroleum products recovered and saved from said wel gas
computed in the manner hereinafter sel forth. In computing the value of said gasoline and/or other petroleum products the gasoling
and/or other petroleum products shall, it sold by Lessee 1o third parties, be valued at the respective nel ex-tax prices received by
Lesses from tha sale thereof at 1he pfant or plants where produzed. ([ sald gasoline and/or other petroleum products ara retained by
Lessee for Lessee’s own use, such products shall be valued al the respeclive ex-1ax prices posted or eslablished for natural gasoline
of tike Reid vapor pressure andfor for other petroleum- products of the same quality produced in the same field during the same
calendar month.

(b} If any wet gas produced from said premises is sold by Lessee for the purpose of manufacturing natural gasoline and/or
other petrolevm products on a basis whereby a royaily therein is reserved 10 Lessee, payable in money, then the Lessea shall pay to
the Lessor ono-sixth (1/6th) of the tolal amount of the royalty so reserved to Lessee, provided, however, that the amount of royalty 10
be paid to Lessor hereunder shall be not less than one-sixth {1/6th} of fifty (50) percent of the total value of such produsts so
manufactured.

{c} In the event wel gas produced from said premises is sold for the purposa of manufacturing nalural gascline and/or other
petroteum products on a basis whereby a quaniity of the natural gasoline and/or other petroleum products recovered thereirom is
reserved 1o the Lessea as royalty payable in kind, then Lessee shall pay to the Lessor one-sixth (1/61h) of the total value ol said
natural gasoling endfor other petroleum products $0 reserved 10 Lessee, provided, however, that the total amount to ba paid to
Lessor hereunder shell be not less than one-sixth (1/61h) of fifty (50) percent of the total value of such products so recovered.

{d) The value ol the natural gasoline andfor other petroleum products manufactured and recovered under paragraphs (b}
and (¢) above shall be established in the same manner as outlined in paragraph (a) above.

9. Unless Lessor shall elect to receive its royafty oil in kind, the Lessea will purchase the royalty oil from the Lessor {a) at the
highest posted available market price of the oil 8l the well, or in the field in which the welis are situated (effective at the time of
removal {rom lease tanks) of all such oil so produced and saved by the Lesses from said wells and removed theretrom during the

preceding celendar manth, or (b) in the absence of a posted market price for such oil. the prevailing marke! price at the well orin
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the fiald (eHiective at the time of removal {rom lease tanks) of such of}, or {c) In the absence of a prevailing market price the actuat
price received by Lessee for such ol as said wells, or {d} in the absance of salés by the Lessee &l the wells the reasonable value of
such oll; provided, however, that if the Lesses disposes of such oil at a price, Including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royalty ofl by the Lessee shall be the same price, including bonus, received by Lessee.

0. Al Lessors oplion, exercised not oftener than once in any one {1) calendar year, and upon sixty (60) days’ previous written
nolice, the Lessee will deliver the kind, free of coslto Lessor, Ihe said royally oil. Should Lessor require that royally oil ba delivered in
kind, Lessee, if requested by Lessor, will, without cost to Lessor, provide slorage tanks on the leased premises sufficient to hold an
accumutation of not to exceed thirty (30) days' production of royalty ofi and will place sald royalty ol in storage for the Lessor in said
tanks as and when it is produced. Lessee shall be in no manner respansitile or held lisble for foss or destruction of such stored oil
belonging to Lessor from causes over which Lessee has no control. Lessor egrees to remove the royaity oil so stored from said tanks
as often as may be necessary to keep sufficlent space available in sald tanks for current accumulations of royalty oil. No royalty shall
be due the Lessor for or on account of of! ost through evaporation, leakage or otherwise prior to the removal of same or delivery 1o
Lessor, if royalty oil shall be delivered in kind, f Lessee purchases the royally ofi, the Lessee may deduct therefrom a proporlionate
part of the actual reasonable cost of treating unmerchantable oil produced from the leased premises 1o render the same merchant-
ahle only In the event, however, that such oil is ireated by the Lessee on or in the immediale vicinity of ihe leased premises. If the
Lessor shall elect to receive royalty oll in kind, such royalty oil chall ba of the same quality as thal removed from said feased premises
for the Lessee's own atcount, and if Lesses's own ol shall be treated belore removed, Lessors oil will be treated therewith before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proporiionale part of such reasonable cost of freatment.

11. All royalties payable and the price for all such substances which shall be sold to the Lessea hereunder, under the lerms
hereof, shall be paid by Lessee 1o Lessor on or before the twenlieth day of the calendar month next succeeding that in which delivery
of such substances shall have been made o the Lessee under such sale, and all royally paid in kind shall be dafivered to the Lessor
from time ta time as the same is obtained on said premises and stored and handled as herein provided.

12. The renial and royallies hereinbetore provided for shall be in len upon any and &ll of said substances removed from or
stored upon the lzased premises, and upon any improvements and personal property-of the Lessee upon sald leased premises,

13. Subject to the terms and provislons of Sectlon 43 of this lease, each producing well, as socn as completed by the Lessee,
shall be placed upon producltion and shall thereatier be opersted by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lesses, from time to time as necessary, shall.clean out the wells and do any and all other work required to
keep them in condition for production and the extraction of oil and gas therefrom to best advantage. Except as herein otherwise
provided, the Lessee will keep each well drilled on the preperties covered by this lease producing to capacity consistent with good
operaling practice.

14, This Lease shall be subject to all laws, siaiutes, rules and regulations heretofore or hereatter enacted or promulgated to
control, suspend or conserve oil or gas and oil or gas operations, and, elso to any general agreement which Lessea may in good faith
enter into with other operators in the field in which the teased premises are situated, for a like purpose; and if compliance by the
Lessee with such laws, statutes, rules or regulntions or with any such agreement sha!l hinder, delay or interfers with the carrying out
of any provisions of this lease, Lessee shall not be considered in default or be liable 1o Lessor for any damage or injury suffered or
sustained on account thereof, nor shall Lessee’s rights be subject 1o forleiture by reason thereol, notwithstanding any provisions of
this lease; provided, that such agreements aflecting the leased premises shall not be for periods greater than one (1} year without the
Lessor's written consenl, and provided, funher, that no such agreement shall authorize Lessee 10 discriminate agains! said leased
premises in favor of any other properties owned, leased or aparated by the Lesses in the same field, nor excuse such diserimination
either In the drilling or producing obligations_of the Lessee hereunder. Lessee will furnish Lessor with copies of any writlen
agreement for the yoluntary curtaiiment of said preduction, and i there are no such agreements, Lessea shall furnish Lessor with
coples of orders of the Oif 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 pursuzn! o of in reliance ol any law or statule, rute or regulation, here-
alter declared unconstitutional or void prior 1o a determination of such unconstilutionality or invalidity by a cour of last resorl.

15. Il gas is discovered in any well in paying quantities and Lessee shali delermine that conditions are nol such as to indicale a
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operae the leased premises for the
production of gas. in such event, the drilling obligations shall be reduced so that the Lessee shall be required to dritl not more than
one well to each one hundred sixty {160) acres, or major fraction thereot. For the purpose of this lease, a gas well shall be any well
producing gas only of producing al a gas-oil ratio in excess of ten thousand {10,000} cubic fzei per barrel, and an oit well shall be
any wei producing al a gas-oil ratio of ten thousand (10.000) cubic feet per bariet or less; provided, however, thal any well, the liquid
production from which is a result of retrograde condensation, shall be considered a gas well regardicss of the gas-oll ratio. If, at any
later period, oit shall be discoverad in paying Guantilies on the leased premises of in the event 1hal il is discovered in paying
quantities in any well within ofiset distance. as provided in paragraph 16, of the boundary lines of the jeased premises, then this lease
shall revive as an oil lease, and all of tha conditions herein stipulated as to drilling for oil shall become effective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shall be subject to (i} the applicable
cutes and regulations of the regulatory authority having jurisdiction of the state in whith e leased premises are loeated, and (ii)
Section 3, 14 and 26 of this lease.

16. Subject to the lerms and pravisions of Section 14 and 26 ol this lease, in the event an oil well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and compleled in a zons the average depth of which Is less than four thousand (4,000}
feet and within three hundred thirty (330} feel, or is completed in'a zone the average depth of which s greater than four thousand
{4,000} feet and within six hundred sixly (660) feel, or in the evenl that a gas well is completed on adjoining property which is not
unitized with Lessor 1ands within thirteen hundred twenty (1,320} feet of the exierior limits of any property at the ime embraced in
this lease in each inslance and oil or gas is produced therelrom in paying quanitites for a pericd of thirty (30) days, and the dritiing
requirements under this lease are not fully complied with.and the owner of such weli shall operate the same and market the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the jeased premises within 1he applicabla offset distance
fram -z common boundary line, the Lessee agrees 1o ofisat such well by the commencement of drilling operations within sixty (60)
da,s thereafier in the leased premises, and complele it al approximately the same distance from the commaon boundary fine as said
well on the adjeining property s completed, and proceed difigently and continuously to drill and complets said offsel well to the zone
from which cuch well on the adjoining property is producing; provided, however, that in the event Lessee Is drifling an oil or gas well
upon the leased premises al the time of discovery of oil or gas on the adjoining property, the lime for commencing the drilling of an
offset well shall be extended until ninety (30) days after the completion or abandenment of said well then being drilled by Lessee on
the leased premises; provided, however, that in no event shall said time be extended beyond slx (6) months after the completion vi
the well on the adjoining property. For the purpose of salisfying driking obligations hereunder, ofisel wells shall be considered as
other wetls required to be drifled hereunder provided, always that Lessee agress lo space oil or gas welis on the leased premises
sccording 1o the sama spacing of ofl or gas wells on ihe adjoining property in arder properly and effectively 1o offset production from
wells on such adjoining property and prevent drainage from the leased premises.

17. Drilling and preducing operations hereunder may ba suspended while the price offered generally lo producers in the same
figld for oil of a gravity of 14° American Petroleum Instilute Scale, or of any higher gravity, al 60° Fahrenhelt shall fall below Ona
Dollar ($1.00) per barret at the wails; provided, however, that driiling or production from offsel wells shali not be suspended on the
leased premises unless the ofisetting wells on ithe adjoining premises also discontinue producing.

5 BOOK] 1 O PAGEY 73




/~ Y £
j8

18. Any obligations, covenanlts or condilions imposed upon the Lessea shall be suspended only while Lessee’s compliance is
prevented by the elements, declared or undeclared war, fire. accidents, strikes, lockouls, riols, delays in transporiation, inabilily to
secure materials, labor, drilling equipment or transportation in tha open market, or interference by Govarnmental action, or any other
cause beyond the reasonable conlrol of the Lesses, whether similar or dissimilar to the causes specifically mentioned. i such
suspension occurs, tha payment of any delay rental during such suspension shall be excusad and the lease term shall be exiended
for & period of time equal lo the period of such suspension and any such extenlion of the leasa lerm. Lessee may resume the
payment or tender of rentals in accordance with Paragraph 3 hereof sfier tha period of suspension the proportionate part of the
rental for the rental year remalning after such period of suspension. Lessee's oblipation to pay royalty on oil and gas production
produced, saved and markeled shall never ba suspended under this paragraph. Whenevar Lessea would otherwise ba required to
surrender any of the leased premisss as an allernative to the performance of any obtigation under this lsase and such obligation is so
suspended, then so long as such performance is suspended under this paragraph or other provision of this lease, Lesses shali not be
requiréd 1o surrender any portion of the leased premises.

If the permission or approval of any governmental agency Is necessary before drilling or other operations can be lawfully
commencad on tha leased premises, then if such pesmission or approval has been applied for at teast thirty (30) days prior to the
date upon which such operations must be commenced under the terms hereof, the obligation to commence such operations shall be
suspended until thirty (30} days after the governmental permit Is granted or approval given. If such permit or approval is denied
initialty or at any time during the approval or permitting process or is revokec alter issuance, then so long as Lessee in good faith
sppeals from such denial or revocation or conducts further proceedings in an atlempt to secure such permit or approval, the

obligation to commence such operations shall bo suspended until thirty (30) days after such govemmental permit is granied or
appraval given.

19. The Lessee may, at Lessee’s oplion, at any lime surrender and quitclaim 1his lease as to all of ths ieased premises or as to
any ons or more twenty {20} acre subdivisions thereo! as herein defined, and shal! be released from all obligations thereafter arising
with respact to the premises sumendered and quitciaimed, and in the case of a partial surrender and quitclaim a!l of the rental and
driliing obligations shell be reduced pro rata. At any time afier the completion of the first well, or any subsequent well on the leased
premises, Lessee may cease further drilling and il the full number of wells shall nct have been drilled Lessee shall thereupon surren-
der, and this Jease shail thereupon terminate as to all of the leased prenises, excepl drilling units occupled by producing oil or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease until abandoned or untit the end of the term
thereof, and the extended term, il renewed as hereinafter provided. Each of said drilling units shall, in each instance, contorm to
subdivisions as defined in paragraph 3 hereof. Lesses 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 10 ream, clean oul, deepen, re-work, re-drill, and to drill new wells
thereon o other zones in order to maintain or increase production, or to restora production il it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of this lease, and failute to remedy the defaull
within thirty {30) days atter receipt of writien notice {rom Lessor so to do, then at the oplion of the Lessor this lease shall forthwith
cease and terminale, end all rights of the Lessee In and to said property sha!l be at an end as 1o all said propertias, except that the
Lessee shall have the right to retain and hold under this lease the area surrgunding each well producing or being drilled, with respect
to which it is not in defauls 1o the same extent and with the same righte as provided in paragraph 13 hereof in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall not ba a waiver of any other or
subsequent breach hereof, nor of any other covenant or cendition 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 feased premises, or any pari thereof, in any manner herein provided, the Lessee will quietly and peaceably
surrender possession thereof to the Lessor and agrees to release 10 the Lessor, its successors or assigns, all right, title and interest of
the Lessea in the leased premises, or the portion thereof in which the Lessee's rights have terminated as herein provided. In the event
of a partial release of the property so released shall be subject to the essements and rights of way herein provided for and sppurten-
ant 1o any part of the leased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. I there are any rights, inlerests, clalms, lisns or encumbrances conveyed, created, done, made
or suffered by the Lessee, o anyong claiming under Lesses al the time of the release, Lessea shall take such actions, steps and
proceedings as may be necessary to terminate and extinguish any such rights, interesl, liens and encumbrances, failing inwhich,
Lessor may do 50 al the sole expense of the Lessee, which expense, plus reasonabla attomey's fees, Lessea agrees lo pay lo Lessor
on demand. Upon request by Lessor, Lessea shall advise Lessor in wriling that to the best of Lessee’s information, knowledge and
belief no such rights, inlerests, claims, liens or encumbrances affect the lease premises released by Lessea.

22. Derricks, buildings and other structures, iImprovements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shall be and remain the personal property ol the Lesses, and provided no defaull shall at such time exist in
respect of arty payments or rentals or in respect of any covenants, agreements or conditions to be kept or perfonmed by the Lessee,
the Lessee shall have the right during the term hereof, or al any time within sixty (60) days afier tha date of termination of this lease
1o remove from tie deased premises all such personal property, excepl casing in water wells purchased by Lessor; provided, {urther,
that the Lessee may extend the time within which such personal property may be removed for a period nol exceeding six (6)
months from such date of termination by paying to the Lessor monthly in advance a rental of Ten Dollars ($10.00} an acre a month
tor each twenty (20) acre subdivision upon which any such personal property remains. Any such personal property not removed
from said piemises within said six (B) months' period shall become the property of Lessor

23 The Lessee agrees to keep full records of the operalions upon and production and sales of said subslances from said
leased premises Independently of and separate from any other premises operated by the Lesses; to notiy Lessor promplly of
discovery of any of said substances in the feased premises and 10 furaish to the Lessor on or before the twentieth day of each month
a true statement, in triplicate, of all production, deliveries and deductions in a form satisiaclory 1o the Lessor. All records of the
operations and productions and seles of said subslances from said feased premises shall, at all reasonable times, be open to the
inspection of Lessors agenis and representatives.

24. Lessee will keep an accurate log and casing record showing the progress of drilling. character of formations encountered
or drilled through, and casing in sach wel! in which drilling shall have becn done on the leased premises, and furnish Lessor a copy
therext upon the completion of or the abandonment of each well, and & trus copy of all surface and subsurface surveys made of each
well drilied under this [ease. Lessee will furnish all reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and representalives shall have free and full access at their sole cost, risk
and expensa fo & of the wells and works and to all property in and upon said leased premises.

25, Lessee agrees 1o conduct Lessee’s operations so as to interfere as litlle 85 is consistenl with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; lo lay and maintaln ail pipe lines nol fess than thirty-six inches
{367} below the surface of the ground; to fence all sump holes and excavations 10 saleguard livestock grazing on said fand; to
provide substantial gates st points where fences are cut by the Lessea; and to use reasonable care and diligance io prevent the
overflow of oil or waler which may be detrimental 1o vegetation on those portions of the leased premises which are suitable for
grazing, agricultural o7 horlicultural purposes.

26. Lessee shali carry on Lessee’s cperations hereunder in a carefu! and workmanlike manner. Lesses shali comply with any
and &ll applicable valid stalvies, ordinances and governmental orders and regulations periaining 1o the exercise of rights leased here-
under and shalt furnish such evidence of Lessee's compliance therewilth as may be required by Lessor. Lessee shall furnish evidence
satisfactory to Lessor thal abandoned wells have been properly abandoned in compliance with applicable stalutes, prdinanses and
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27. Upon termination of this lease in any manner, or if any well is abandoned the Lessea agrees 1o relevel the surface of the
property invoived, and to fill all abandoned sump holes and excavations made by Lessee; (o remove all derticks, lanks and tank
supports, and i there are any pips lines running from any ebandoned well, or any other place on the property, the same shall be
removed it the Lessor desires, and ditches openad up by removal of the pipe line anc the ground made 1o conform to the natural
contour. Lessee will also remove all cement blocks or foundations which may have been placed on lhe leased premises, and any and

&ll other supports placed by Lesses or permitted by Lessee to be placed on said leased premises and which, in any mannar, interfere
with ‘the usa thereof.

28, Lessee agrees to releass and to indemnify and save harmless Lessor, the surface owner of said property, the heirs,
personal representalives; sUCCes50rs and assigns of the surface owner, and any corporation affiliated with, owned or controtled by
Southern Pacific Company, a corporation, from and agalnst any and all clalms, causes of action, liability, costs and expenses arising
out of injurias to, or deaths of, all persons whomsoaver, and loss of, or damage to, all property whatsoever, directly or Indirecily
resulting from or caused by the occupancy of, or oparations of Lessee on, the leased premises or property adjacent thereto, or the
existence of oil wells, gas wells, derricks, pipe lines or lanks or appurtenances thereof, used by the Lessee on said leased premises or
property adjacent thereto, Including, without lTmiting the generality of the foregoing, the breakage cf pipa lines, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

20. Lessee agress 1o pay before delinquency all 1axes and assessments which have been or shall be levied and assessed on the
rineral rights in the leased premises, and on the buildings, siniclures, equipment and other 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. Lessee may dedutl up 10 one-sixth {1/61h) 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 to Lessor for production during each successlve twelve months’
period subsequent to the day and month in such fiscal year on which the first instaliment of such laxes and assessments become
delinquent. The above amount of the taxes and assessmenls 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 fifleen days atter demand, an amount equal to five-
sixths of the real property laxes and assessmenis paid by Southern Pacific Land Company on the land overlying or cocoupied by the
leased premises (except on buildings, structures and other in&g&wements thereon nol owned, maintained or used by Lessee} for the
fiscal year beginning July 1, 1982 _ prorated from DECEMBER 1, 1982 1o Juna 30, 1983 _ and for sach fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severance lax compuled of based upon preduction
of cil, gas or other mineral substances which may be imposed by the Federal Government, tha State of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessor's shares of the texes on the
mineral rights.

a0, Either parly may pay the entire amount of any delinquent taxes or assessments which shall constilute a lien on said leased
premises and which should have been paid before delinquency by the other parly as herein provided, and penalties and interest
thereon, and shall be entitled to reimbursement from, the other party of the part of the taxes and assessments herein agreed to be
paid by such other party, and of the entire amount of the penallies and interest. Penslties and interest on delinquent taxes and
interest on payments made pursuant to \his paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such annuzl adjustments, but shall be borne entirely by the party obligated to pay the tax or assessment belore
delinquency.

31. Lessee shall not commence drilling inte or through the leased ‘premises or construct, alter or repair structures or
improvements of any character, except emergency repairs, upon said propery unti! after writier: notice thereol is given 10 Lessor.
Lessor may post and maintain upon the leased premises natices of non-responsibility as provided by law. Lessee agrees 10 pay in {ull
all persons who perform labor or services on, furnish reaterials joined or affixed to, or provide equipment for, said property, of the
construction, re-construction, repair or placement of any structure improvement on said property, at Lessee's instance or request.
Lessee shall not permit or suller lieng of any kind or nature 1o be enforced against sald property for such labor, services, matlerials or
equipment Lessor shafl have the right to pay any amouni required to release any such lien or liens, or to defend any action brought
thereon, and to pay any judgment entered therein and the Lesses shall be lisble to the Lessor for all costs, damages and reasonable

attorney’s fees, and any amounts expended in delending any proceedings, or in the payment of any of said liens or any judgement
obtzined therefor.

3% Lessee agrees to pay to Lessor interest at the rate of 10% per annum upon any and all amounts whatsoever due under this
leate to Lessor from the date payment of each such amount 15 due and owing to Lessor or trom the date of each breach by Lesses ol
an obligation hereunder, as the case may be. to 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 to Lessor or the date of such
breach, as the cass may be.

a3, If Lessor shall bring sull to compel perfosmance ol. or to recover lor breach of any covenant or condition herein contained.
of {or declaratory relief, and prevails therein, Lessee agrees 1o pay to Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34 Ali payments o the Lessor shall be made to it at One Market Plaza, San Francisco, California 84105, but Lessor may at any
time by nofice to Lessee change the place of payment

35. Any demand, notice or stalement herein requested of required to be given by one party 10 the other shall be in writing.
Delivery of such witten notice or statement to Lessor shall be conclusively taken as sufiicient it and when deposited in the United
Stales Mall, with postage thereon fully prepaid, certified or registered, addressed 10 Lessor at One Market Piaza, San Francisco,
California 94105, and delivery of such nolice or siatement to the Lesses shall be conclusively laken as sufficient if and when
deposited in the United Stales Mail, with postage ihereon fully prepaid, cerified or regisiered, addressed to Lessee al 1004 Trinity
Building, 1801 Broadway, Danver, Colorado 80202. Any party hereto may, by written notice, change his or its address to which such
demands. notices or statements may be sent.

5. This instrument is a lease and js not and shall nol ever be held or interpreted 1o be a mining partnership or partnership of
any kind, or In any sense whalsoever, the intention of the parties hereto being 1o establish and create hereby between themselves
only the retationship of Lessor and Lessee in accordance with the lerms, provisions, conditions, covenants, reservations and
agreements herein set ferth.

7. it is egread thal in case Lessee shall, except by Lessor, ba lawfully deprived of the possession of said premises, or any pari
thereof, Lessea shall notify Lessor in writing selting forth in full the circumstances in relation thereto, whereupon the Lessor may, at
its option, either reinslall Lessee In possession of the leased premises or termlinate this Iease as to the premises or the pari thereod,
the possession of which Lessee is 50 deprived, by giving notice in writing to the Lessee to that efiect and at the same tims paying, or
tendering with such naotice, fo the Lessee the sum of One Hundred Dollars {$100.00), plus the pro rala amount of any rental, thereto-
fara paid in advance by the Lesses under the provisions of paragraph 3 hereof and applicable to said premises, of such portion, for
the unexpired rental period, whereupon no claims for damages of whatsoever kind or character incurred by Lessea by reason of such
dispossession shall be chargeable against Lessor.

38, i Lessea s edjudicated & bankrupt, or shall maka an sssignment for the benelit of creditors, or lils a voluntary patition
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undar-any law (having for its purposs tha adjudication of Lesses a bankrupt, or the extension of time of payment, composition, .
adjustrant, modification; settlemant or satisfaction of the liabilities of Lesses}, or a receiver be appointed for the property of Lessae
" - by.reason of the insolvency of Lesses, notwithstanding anything to the contrary alsewhare in the lease, Lessor shall have the- "’
* jmmediste right to términate this ledsa and 1o take exclusive possession of tha leased premises. The acceptance of fent ‘or other
- payments for the usé of the leased premises shall not constitute a waiver of Lessor's right to terminate this lease as above sel forth. If -
‘there are twb o more Lessees hersunder, or if Lessee is a partnarship, then the right of Lessor to terminate the entire lsase shall be -
- exercisable in case any ona of the Lessees or partners is adiudged a bankrupt or becomes subject to or parlicipates in any olher
: proceedings ‘or procedurs herein mentioned. i -

i, 7739, M, at the expiration of the term of this lease, any wells are being drilled by Lessee on the leased premises, of any existing E
- wells are producing or capable of produclng of! or gas in paylng quantities, but are not being produced for reasons authorized under - -
_ " this laase, Lessee shail have the option of renewing this lease as lang thereafter as such substances are produced or capabla of
. being produced 1o Include drilling units as defined in paragraph 3 hereof, occupied by wells producing in paying quantities or wells
in process of being drilled on the same acreage specifiod In paragraph 3 hereol, together with the same rights provided for in
paragraph 18, on and subject to the same royallies, terms, covenants and conditions as are herein specified; provided, written notica
from Lessee of such renewal shall be received by Lessor not mare than six (6) months aor lees than thirty {30) days prior 1o the

expiration of the original term hereol.

- 40, This leasa shall inure 1o the benafit of and be binding upon tha respective heirs, administrators, executors, SUGCEsSSOs and
assigns of the perties hereto, but no assignment of this leass, or any sub-lease or agresment affecling this leass, or the leased
premises, or any interest therein, shall be valid, unless made with tha consent of Lessor in writing, and no change in ownership in the -
land or in tha renlals or royalties shall be binding on Lessee unlii Lessee shall have received written notice of such transfer or
assignment. All covenants, agreements and stipulations herein contained shall run with the property.

41. \f there be more than one Lessee named herein the term "Lussee” shall designate the plural number, and the oblivations of
{he Lessee hereunder shall be joint and several.

42 Time [s of the essence of this leass.

43, Where thera is a gas well or wells on the leased premises or acteage anitized therewith at any time during which this leasa
Is in effect, and such well or wells are shut-in, Lessea shall pay as royalty 1o Lessor the sum of $1,280. per well per year. Sald
payment Is due on or before ninety (80) days {rom the date of shul-in or the date on which tha leased pramises or a portion thereof
are unitized with lands on which there is 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 considered thal such wall or wells are producing gas In
commercial quanitites for all purposes hereunder.

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

SUN EXPLORATION
SOUTHERN PACIFIC LAND COMPANY . AND PRODUCTION COMPANY READING QE{ATES ;.‘IEE‘THOtEUM co.

By ZK//. /ﬁg 2 gy ﬂl/u_l;;P WMM—--’ By///iﬁﬁ(‘ . T

QNI LA o Agent and Mlomerin‘ﬁ{:x

B CMAZLES £, MANG UM s R €. Utll, Vice Presiientdan

Attest Pk
L.A. BeKEERL

STATE OF OXLAHOMA
COUNTY OF TULSA

R
~Thie.foyégaing instrument was ack i
Theg f¢ ing i cknowledged before me on this 18th day of February, 1983
b?( LNE LI '-.EIS‘YICE P T, LANDS of READING § BATES PETROLEUM CO. & ' |

FoiPuctiCiar:. oAl p I
%Y?ibo.ir;rz.or_y JE" i ETTy S v T Notary‘i;uLﬁlic L

rComisaton Typires: 1100 Mid-Continent Bldg., 409 S. Boston Ave. S
—E ,«_;QES - Tulsa, Oklahoma 74103

LT ety -
[

ETATE OF Colorado - .~ . . - - e ST e
COURTY OF Denver : ' ‘ S

N !'hn.f_q?qo!ng fnstrunent was acknowledged before ma on this ‘ 17!:5 day i o
‘of, January::. s 1983, by CHARLES R, MANGIM,as AGENT AND ATTORNEY-IR-FACT

nd and official seal.

Marcﬁ 3,1985 . .
Wotary Fublic

1801 Broséway, Satte 1000B00K | | O PAGE] 76 !
_Danvar, Colorado 80202 :
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EXHIBIT

"A“

Attached to and made a part of that certain agreement

(1 tare dated December 1 ,-1982 between

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPANY and READING & BATES PETROLEUM CO.

- - - MDH
subdivision sec. Twp. Rge. Acres
* El of Ws & Lots 1,2,3, & & 19 31N 49E 315.78
. Bl 19 31N . 49E 320.00
All 21 31N 49E 640,00
: All 23 31N 49E 640,00
Al 25 3N 49E 640.00
* All 27 31N 49E 640.00
TOTAL 31,195.78
STATE OF CALIFORNIA * 5.5 ) -
City and County of San F{_ {sco

onuis 20ED S dayof D

before me, JAMES W. WATT. @ Notary Public in and Juor the City and Counry of 3aR Francisco, State of Celifornia, personally appeared
(Dse Market Pless) R, A. Berger
Vice President and General Manager

e
ES VI WATT
ROTARY FLIBLIC-C

PLAL BUS!
FRINGIEAL ¥, AN COUNTY OF

Yorz 28, 1983
ST

ecember in the

personally known (@ me forproved tpme on the basisof

executed the within instrument as
aartied and ackrowledged 10 e !

IN WITNESS WHE REQF, [ have hereun
office in the Cily and County of San Franchs

writien.

year v 1housand Nine Hundred and Eighty Two

hot the Corporation executed ii.

er _ - ———

satisfactory evidence) 10 be the person wha
president {or secretary) or on behalf of the Corporation therein

to set my kand and affixed my official seal al my
co. the day end yeaf in this ceetificate first above

Corporzfof ?_UoTat_y Pablic iy ot the City and County of San Franciwo, Sl:;lé;;f California. o
. . @
My Conssistinn Explres Junc 24, 1983 T c:’: ; 3 A
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