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om““ANbL é’ﬁ&%‘SLEASE

THIS LEASE, maderln duplicale lhis _.IB.S_T_._ day of _DECEM]}EB S i L) 82- by
tween - ‘SOUTHERN - PACIFIC.. LAND - ‘COMPANY, 'a Californla corporation, herelnaﬂer called - “Lessor. and “SUN
HATION AND. PRODUCTION COMPANY Aslo'En undivided 75% in'leresl “and HEADING & BATES PETRDLEUM CD B5*

to'an undmc:ed 25% leesl herelnaﬂer ooHeclrvely called “Lessee”.

R _That Lessor; In oonslderatlon of the obsarvanoe and Iaithlul pexfonnanea by Lessae of all lhe provislons conlained herein
doa hereby leass to L%see for the term and purposes herelnatter set forth, all that cersln property, sometlmas heralnaﬂar refened .

7 o s Hleased premises”, in the County of EURERA -~ -, Stale of NEVADA- AR more pamculaﬂyf
R ;’descnbed on Exhlbit "A" attached hereto and made & pan hereof N 3 .

Subject to easements, leases and restrictions affecling sald property.
o the provisions hereo! &nd to the extenl of Lessor's

For the purposes of this loase, Lessee shall have the right (subject t

- ownership thereof) to explore, drilf for and to produca, extract, take and remova all oil and gas hereinafier referred 10 as ‘substancas’,
contzinad b said property, lo store sald substances upon sald propeity, 1o locate, erect, construct, maintain, replace and operata
up-n and in said property such faciliies and structures (excapt refinaries or topping gas plants) es may bu necessary in the
produtiion, weatment, storage or transportation of sald substances from said property, and to appropriate and usa such waler as
may be necessary for the above operations.

' ﬁaamng unio Lessor. its successors and assigns, the right to construct, maintaln and use dilches, flumes, roads, trails, tracks
~._and pipe, lelegraph, telsphone, signal, communication and power lines in, upon, over and across said property ‘and tha ngh'l to use

-~ said.property dof any and all other purposes consistent with the rights herein lsased 1o Lessee.

- 2. The term ol this leasa shall be for twenty-fiva (25) years, from and after the __FIRST _ day otnzcmm

19__3.1 unless soonar lermlnaied or forfeited, eithar in whole or in part. es hereinafier provided.
3 L&sse-a agraes to pay o Lasor a cash rentsl of sﬂ.@_ in advance on the data of delivary of this lease for the
Lt frsl year L of the term hereof and annually thereafter, on or bafore the first day of aach successive ysar

‘of 1ha term_hereof & cash rental of $2.00 an acre per annum in dvance, provided that rantal shall not accrue or be payable for:

(a)each "dniling unit* upon which ihere is & producing oil or gas well on the date ‘when rental i3 payabls,’
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{b)each B40 scre subdivision within the boundaries of the leased premises on which drilling is in progress on the date when
rantal is payable, or

{c)each 640 acre subdivislon upon which thers is a producing gas weli 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 Lessea has determined, as
provided In paragraph 15, that conditlons ara not such as 1o indicate a reascnable probability of the discovery of vil on the
leased premises, or

{d)each “drilling unil™ on which there is a producing oil or gas well, for any period during which Lessee is prohibited by law, or

by the- orders, ules or regulations of a competent administrative authority, constituted by law and not by volunlary
agreement, from producing said substances therefrom.

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

in which the feased premises are located, 8 “drilling unit” as used in this lease shall be:

{1) atwenty acre subdivision, cr less, if the average depth of the producing interval of wells drilled for cil shall not be more
than four thousand {4,000) feet;

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

Subject o the terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdivision &5 used herein shall be
either the Norh, South, East or West half of a legal Government forty (40} acre subdivision, a forty {40) acre subdivision as used
hereln shall be a legal Govemnment forty (40} acre subdivision, and a one hundred sixty (160) acre subdivision as used hereln shall be
a legal Government one hundred sixty (160) acre subdivision, all according to the United Stales survey.

4. Except as herein otherwisse provided specifically including Section 19 of this leass, the Lessea shall commence drilling an oil
or gas well on the leased premises on or betcre five years from date hereol (referred to in Seclion 4 as “said date”), and shall
continue the work of drilling such well with due diligence untii completion. After completion of the first well, Lessee shall commence
drilling another well on said leased premises within one hundred twenty (120 days and shall continuousty operate at least one string
of tools in drilling weils on the leased premises, aliowing one hundred twenty (120) days belween the completion of ane well and the
commencement of the next succeeding well until one oil or gas well producing from each productive zone has been completed to
each drilling unit; provided, however, thal it any well completed before said date shall prove to be a dry hole and thera is then no
producing well on the leased premises, Lessee may commence drilling the nexl wall at any time before said date. Nothing herein
shall limil the number of wells which Lessee may, at Lessee’s option, drill in excess of the number herein specified, or the depih to
which any we!l may be drilled it Lessee should elect 1o drill below the depth specified. If Lessee has not commenced drilting of an oil
or gas weil on the Jeased premises on or before five years from the date hereof, the rights, duties and obligations of Lessor and
Lessea under this tease shall ipso facto terminate.

§. A well shall be deemed completed when {8} formations or mechanical difficullies are encountered which, in Lessee's
judgement, would render further drilling of said well unprofilable or unsuccessful, and because of such fact active drilling operalions
therein are discontinued, or (b it has been dritled to basement socks, and active drilling operations thereon are discontinued, or
(c) Lessee has ceased drilling operations thereon and it has been put on regular producticn and is producing oll or gas in quanitites
deemed by Lessee sufficient o pay to pump of otherwise $ecure and save.

6. Excepl as hereinalter provided, Lessee shall deliver fo Lessor, as royalty, ong-sixth (1/6th} of the net oil, petrofeum and other
hydrocarbon substances, produced and saved Jrom said leased premises in each calendar month.

Said royalty shall be subject to deduciion from the gross product; the quantity thal may be consumad In the Lessee's
operations hereunder, and afier making deductions for temperature at 60° Fahrenheil. bottom selllings and meislure avcording 1o
the American Peircleum Instiluie methods.

7. Lessee agrees to pay 1o Lessor as royalty one-sixth {1/6th) of the value of natural gas produced and sold from the Jeased
premises, and one-sixth (1/6th) of the value of residual dry gas sold after the processing of the wet gas produced in wells on the
teased premises, but nothing in this agreement shall require the Lessee to save or market natural gas or residual dry gas uniess there
shall be a surpius above fuel requirements, and & market &t the welt therefor. Such value shall be determined by deducling from the
gross proceeds of sales of nalural gas and residual dry gas the cost of compressing and delivering the same to the pipe ling of the
purchaser on {he leased premises. Lessee shall not be required to pay royatty for any natural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall nat use any natural gas of residual dry gas off the leased premises unless and unlit
the Lessor and the Lessee shail first agree upon the price 10 be paid lo the Lessor for its one-sixth (1/6th} share of such gas.

8. {a) If the wet gas produced {from said premises is processed for the purpose of manufacturing natural gasoline and/or other
petroleum products then Lessee shall pay 1o Lessor one-sixth {1/6th) of the total value of ali naturat gasuoline and/or other petroleum
producls recovered and saved from said gas, less ihe cost of producing and selling the same, which cost shall include the expense of
operating and maintaining the plant and facilities used in the gathering and processing of said wet gas and the storage and shipping
of sald gasoline andfor other petroleum products. {n no event, however, shall the 1ota! of szid cost of producing and selling exceed
fifty (50) percent of the total value of all naturat gasaline and/or other peirofeum products recovered and saver from said wet gas
computed in the mannet hereinatter set forih. In computing the value of said gasoline and/or other petroleum products the gasoline
andlor olher petroleum products shall, i s0id by Lessee fo third parties, ba valued at the respeclive nel ex-tax prices received by
Lessee from the sale thereof at the plant or plants.where produced. |l said gasoline and/or other petroleum products are relained by
Lessee for Lessee’s own use, such products shall be valued at the respective ex-lax prices posted or established for natural gasoline
of like Reid vapor pressure and/or for ather petroleum products of the same quality produced in the same field during the same
calendar month.

(b} 1f any wet gas produced from said premises is sold by Lessee for the purpose of manufacturing natural gasofine and/or
other petroleum producls on 8 basis whereby a royalty therein is reserved 1o Lesses, payable in money, then the Lessea shall pay to
{he Lessor one-sixth (1/61h) of the total amount of the royalty so reserved 1o Lessee, provided, however, that the amount of royalty 10
be paid to Lassor hersunder shall ba not fess than one-sixth (1/6th) of fifty (50} percent of the total value of such products 50
marifactured.

{c) In the event wel gas produced from said premises is soid Tor the purpose of manufacturing natural gasoline and/or other
petroleum products on a basis whereby a quantity of the natural gasoling and/or other petroleum products recovered therefrom s
reserved to the Lessee as royally payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th} of the total value of said
nature] gasoline andfor cther petroleum products so reserved 10 Lesses, provided, however, that the total amount 1o be paid to
Lessor hereunder shall be nol less than one-sixth {1/6th) of fitty (50) percent of the tota! value of such products so recovered.

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

8. Unless Lessor shall elect 1o receive ils royaity oil in kirtd, tha Lessee will purchase the royalty oll from the Lessor (a) at the
highest posted available market price of the il at the wall, or in he field in which the wells are siluated (effective at the time of
removal from feass tanks) of all such oil so produced and saved by the Lesses from said wells and removed therefrom during 1the
preceding calendar month, or (b) in the absence of a posted market price for such oil, the provailing market price at the WSILir én )
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the field (effective at tha time of removal from lease tanks) of such oll, or (¢) in the absence of a prevailing market price the actual
price received by Lessea for such oll as sald wells, or (d} in the absence of sales by the Lessee at the wells the reasonable value of
such oil; provided, howaver, that if the Lesses disposes of such ot at a price, including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royalty oil by the Lesses shall be the same price, intluding bonus, received by Lesses.

10. At Lessor's option, exercised not ofiener than once in any one (1) calendar year, and upon sixty {60} days' previous written
notice, the Lessee will deliver the kind, free of cost to Lessor, the said royalty oil. Should Lessor require that royalty ol be detiverad in
kind, Lesses, if requested by Lessor, will, without cost to Lessor, provide storage 1anks on the leased premises sufficlent to hotd an
accumulation of nol 1o exceed thirty (30) days’ preduction of royaity olt and will place said royalty oil in storage for the Lessor in said
tanks as and when it is produced. Lessee shall be in no manner responsible or held lisble for Joss or destruction of such stored off
belonging to Lessor from causes over which Lessee has no control. Lessor agrees to remove the royalty ol so stored from said tanks
as often as may be necessary to keep sufficlent space available in said 1anks for current accumulations of royalty oil. No royalty shall
be duse the Lessor for or on account of oil lost through avaporation, leakage or olherwise prior 10 the removal of same or delivery 1o
Lessoy, if royalty oll shall be delivered In kind. If Lessea purchasas the royalty oll, the Lesses may deduct therefrom a proportionate
part of tha actual reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only in the evenl, however, that such oil is treated by tha Lessee on or In the immediate vicinity of the leased premises. if the
Lessor shall elect to receive royalty ol in kind, such toyally oil shall be of the same quality as that removed from sald leased premises
for the Lesses's own account, and if Lessea's own oil shall be treated belore removed, Lessors oil will be treated therewith before
dalivery lhereof to the Lessor, and Lessor in such event, shall pay a proportionate part of such reasonable cost of ireaiment.

11. All royatties payable and the price for all such substances which shall be scld to the Lessee hereunder, under the terms
nereol, shall be paid by Lessee 10 Lessor on or before the twentieth day of the calendar month next succeeding that in which delivery
of such substances shall have been made to the Lessea under such sale, and all royalty pald in kind sha!l be delivered to the Lessor
s from time to time as the same is obtained on said premises znd stored and handled as herein provided,

12. The rental and royalties hereinbefore provided for shalt be in lien upon any and all of sald substances removed from or
stored upon the leased premises, and upon any improvements and personal properly of the Lessee upon said leased premises.

13. Subject to the terms and provisions of Section 43 of this lease, each producing well, &5 soon as compleled by the Lessea,
shall be placed upon production and shall thereafter be operated by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lesses, from lime to time as necessary, shall clean out the wells and do any and all other work required to
keep ithem in condition for production and the extraction of il and gas therefrom to besl advanlage. Except as hersin otherwise

provided, the Lessee will keep each well drilled on the propenlies covered by ihis jease producing to capacity consistent with good
cperating practice.

: 14. This Lease shall be subject to all laws, statules, rules and regulations herelofore or hereafter enacted or promulgated 1o

: control, suspend or conserve oil or gas and oil or gas operations, and, also 10 any general agreament which Lessea may in good faith
= enter into with other operators in the tield in which the leased premises are situeted, for a like purpose; and if compliance by the
Lessee with such laws, statutes, rules or regulations of with any such agreement shall hinder, delay or interlere with the carrying out !

of any provisions of this lease, Lessea shall not be considerad in default or be liabie to Lessor for any damage or Injury sulfered or

E sustained on account thereal, nor shall Lessee’s rights be subject to forfeiture by reason thereof, notwithstanding any provisions of
= this lease; provided, that such agreements affecling the leased premises shalt not be for periods grealer than one (1) year withoul the
Lessor's written consent, and provided, further, that no such agreement shall authorize Lesses to discriminate against said leased
premises in favor of any other properties owned, leased or operaled by the Lessee in the sama field, nor excuse such discrimination
either in the drilling or producing oblipations of the Lessee hereunder. Lesses will fumish Lessor with copies ol any wrilten
agreement for the voluntary curtailment of said production, and if there are no such agreements, Lessea shall furnish Lessor with
copies of orders of the Oil Umpire, or any other authorily having the power to make orders for voluntary curtailment. The Lessee
shall not be considered in default because of any acts done pursuant to or In reliance ef any law or statute, rule or regulation, here-
after declared unconstitutional or void prior to a determination of such unconstitutionality or invalidity by s court of last reson.

15. I ges is discovered in-any wall in paying quantities and Lessee shall delermine that conditions are not such as to indicate a

reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the I
production of gas. [n such event, the drilling obligations shall be reduced so that the Lesses shall be required 10 drill not more than

one well 10 each one hundred sixty (160) acres, or major fraction thereof, For tha purpose of this lease, a gas well shall be any well
H producing gas only or producing at a gas-oif ratio in excess of ten thousand (10,000) cubic feet per barrel, and an oil well shall be
any well producing al a gas-oil ratio of ten thousand {10,000) cubic feet per barrel or less provided, however, that any well, the tiquid :
production from which is a result of retrograde condensation, shall be considered a gas well regardless of the gas-oil ralio. II. at any !

later period, oil shall ba discovered in paying quantilies on the leased premises or in the event that oil is discovered in paying
quantities in any well within ofiset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease |

shall revive as an oil lease, and all of the conditions herein stipulated as to drilling for oil shall become effective commencing with

such discovery of gil. Provided, however, the foregoing terms and provision of this Section 15 shall be subject to (i} the applicable

rules arkd regulations of the regulatory authority having jurisdiction of the state in which the teased premises are located, and (i}
Section 3, 14 and 26 of this lease.

16. Subject to the terms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled en adjoining pro-
perly which is nol unitized with Lessor lands and completed in a zone the average deplh of which is less than four thousand {4,000)
feel 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} feet and within six hundred sixty {660) feet, or in the evenl that a gas well is completed on adjoining property which is not
unflized with Lessor fands within thideen hundied twenty (1,320)feet of the exierior limits of any property at the time embraced in
this lease in each instznce and oil or gas is produced therefrom in paying quanitites for a period of thirty (30) days, and the drilling
requitements under this lease are nct fully complied with,and the owner of such well shall operate the sarna and markel the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the Jezsed premises within the applicable offset distance
i from the common boundary line, the Lessee agrees 1o ofisst such well by the commencament of drilling operations within sixty (60)

days thereafter in the leased piemises, and complete it 81 approximately the same distance fram the common boundary line as sald
well on the adjcining property is completed, and proceed difigently and continuously 1o drill and complete said offset well 1o the zone
from +hich such: well on the adjoining property is producing; provided, however, that in the event Lesses Is drilling an oil or gas well
upon tha !zased premises at the time of discovery of oil or gas on the adjolning property, the time for commencing the drilling of an
offset well shali be extended unti! ninety (90) days after the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, thal in no event shall said time be extended beyond slx (§) months after the complelion of
the well on the adjoining property. For the purpose of satisfying drilling obligations heraunder, offset wells shall be considered as
other walls required 1o be drilled hereunder; provided, always that Lessee agrees lo space oil or gas wells on the leased premises
according to-the same spacing of oil or gas wells on the adjoining property in order properly and effectively to offset production from
walls on such adjoining property and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generally to producars in the same v I
field for oil'of & gravity of 14° American Petroleum Inslitute Scale, or of any higher gravity, at 60° Fahrenheit shall fall below One o
Dotlar ($1.00) por barrel at the wells; provided, however, that drilling or production from offset wells shall not be suspended on the
leased premises unless the ofisefling weils on the adjoining premises also discontinue producing.
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18, Any obligations, covenants or conditions imposed upen the Lessee shall be suspended only while Lessee's compliance is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockouls, riots, delays in transportation, inability o
secure malerials, labor, drilling equipment or Iransportation in the open markel, or interference by Governmenial aclion, or any other
cause beyond tho reascnable control of the Lessee, whether similar or dissimilar to the causes specifically mentioned. It such
suspension occurs, the payment of any delay rental during such suspansion shell be excused and the lease term shall be extended
tor a period of time equal to the period of such suspension and any such extention of the lease term. Lessee ray resume the
payment or tender of rentals in accordance with Paragraph 3 hereof after the period of suspension the proporlionate part of the
rental tor the rental year remaining after such period of suspension. Lesses’s obligation to pay royalty on oil and gas production
produced, saved and marketad shall never be suspended under this paragraph. Whenever Lessee would olherwise ba required to
surrender any of the leased premises as an alternalive o the performance of any obligation under this lease and such cbfigation is so
suspended, then so long as such performance is suspended under this paragraph or cther provision of this leass, Lesses shall not be
required to surrender any portion of the leased premises.

It the permission or approval of sny governmental agency is necessary before drilling or olher operations can be lawfully
commenced on the leased premises, then if such permission or approval has been applied for at least thirly (30) days prior 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 permil or approval is denied
initially or at any time during the approval or permitting process or is zevoked after issuance, {hen so long as Lesses in good faith
appesls from such deniat or revocation or conducls further proceedings in an altempt to secure such pemit or approval, the

obligation to commence such operations shall be suspended untll thirty (30) days after such governmental permit is granied or
approval given.

19. The Lessee may, 81 Lessee’s option, at any time surrender and quitclaim 1his lease as to all of the leased premises or as to
any one or more twenty {20} acre subdivisions thereof as herein defined, and shall be released from all obligations thereafter arising
with respect to the premises surrendered and quitclaimed, and in the case of a partial surrender and quitclaim all of tha rental and
drilling obfigations shall be reduced pro rala. At any time after the completion of the Tirst well, or any subsequent well on the leased
premises, Lessee may cease further drilling and if the tull number of wells shall not have been drilled Lessee shall thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except.drilling units cccupled by progducing oil or gas
wells, each of which drilling units the Lesse may hold subject to the terms of 1his lease untif-abandoned or untit the end of the term
thereol, and the extended term, if renewed as hereinalier provided. Each of said drilling units shall, in each instance, conlorm to
subdivisions as defined in paragraph 3 hereol. Lessee shali have the right to do.such things as may be necessary 10 keep such
drilfing units in the highest productive state, including the right to ream, clean oul, deepen, re-work, re-drill, and 1o drill new wells
thereon 1o other zones in ordar to maintain or increase production, or to restore production if it shall cease from any cause.

20. Upon the violalion by Lessee of any of the terms, covenants or conditions of this lease, and failure to remedy tha default
within thifty (30) days after receipl of written notice from Lessor so to do. then at the option o} the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lesseg in and to sald properly shall be al an end as 1o all said properties, except thal the
Lessea shall have tha right to retain and hold under this tease Ihe area surrounding each well producing or being drilled, with respect
to which it is not in default to the same exient and with tha same rights as provided in paragraph 19 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 be a waiver of any other or
subsequent breach hereof, nor of any other covenant or condition hereof.

21. Upon surtender by the Lessee of 5aid leased premises in whole or in part or upon the termination of the Lesses’s rights and
interests in and to the leased premises, or any part thereod, in any manner herein provided, the Lessee will quielly and peaceably
surrender possession thereof lo the Lessor and agrees to release 10 the Lessor, ils successors or assigns, alt right, title and interest of
the Lesses In the leased premises, or the portion thereof in which the Lessee's rghts have terminated as herein provided. In the event
of a partial releass of the properly so released shali be subject to the easements and rights of way herein provided for and appurten-
ant to any par of the leased premises relained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. If there are any rights, interests, claims, liens or encumbrances conveyed, created, done, made
or sufiered by the Lessee, or anyone claiming under Lessea at the time of the release, Lessee shall take such actions, steps and
proceedings as may ba necessary to terminate and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do s0 at ihe sole axpense of the Lesses, which expense, plus reasonable attorney’s fees, Lessee agrees to pay to Lessor
on demand. Upon reques! by Lessor, Lessee shall advise Lessor in wriling that 1o the best of Lessea's intormation, knowledge and
belie! no such rights, interests, ciaims, liens or encumbrances aect the lease premises released by Lessee.

22 Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises skall be and remain the personal property of the Lessee, and provided no defaull shall at such lime exist in
respect of any paymenis or rentals or in respect of any cuvenants, agreements or conditions to be kept or performed by the Lessee,
{he Lessea shall have the right during the ferm hereof. or at any time within sixty {60) days after the date of terminalion of this lease
to remove from the leased premises all such personal properly, excepl casing in waler wells purchased by Lessor; provided, further,
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 lermination by paying to the Lessor monthly in advance a rentas of Ten Dollars {$10.00} an acre & month
for each twenty {2) acre subdivision upon which any such personal property remains. Any such personal property nol removed
from sald premises within said six (6} 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 substances from said
leased premises independenily of and separate from any olher premises operated by the Lessee; 1o notify Lessor promptly of
discovery of any of said substances in the leased premises and 10 furnish to the Lessor on or before the twentieth day of each month
a true siatement, in triplicate, of all production, deliveries and deductions in a form satistactory to the Lessor. All records of the
operations and productions and sales of said subslances from said leased premises shall, at all reasonable times, be open to the
inspection of Lessor's agents and representatives.

24. Lessee will keep an accurate log and casing record showing the progress of drilling, character of tormations encountered
o drilled through, and easing in each we!l in which drifiing shall have been dona on the leased premises, and furnish Lessor a copy
thereof upon the completion of or the abandonment of each well, and & true copy of all surface and subsurface survays made of each
well drilled under this tease. Lessee will furnish all reasonable facilities for making such observations, measurements and records as
ti.a Lessor may desire and Lessor's duly appointed agents and represenitalives shall have free and full access at their sole cost, risk
and erpense to all of the wells and works and to all proparty in and upon said leased premises.

25. Lessee agrees to conduct Lessee’s operations so as to interfera as littls as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; to fay and maintain all pipe lines not less than thidy-six inches
{36") below the surace of the ground; 1o fence all sump holes and excavations to sateguard livestock grazing on said land; to
provide substanilal gates at poinls where fences &re cul by the Lessee; and 1o use reascnable care and diligence to prevent the
overllow of oit or water which may be detrimentai to vegelation on those portions of the leased premises which are suitable for
qrezing, egricultural or horticultural purposes.

26 Lessee shall carry on Lessee’s operations hereunder in a careful and workmanlike manner. Lessee shall comply with any
and all applicable valid statutes, ordinances and governmental orders and regulations pestaining to the exercise of rights leased here-
under and shalt {urnish such evidence of Lessea’s compliance therewith as may be required by Lessor, Lessea shall furnish evidence
satisfactory to Lessor that abandcned wells have been properly abandoned in complience with applicable slalutes, ordinances and
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27. Upon termination of this lease in any manner, or if any well s abandoned the Lesses agrees to relevel the surface of the
property involved, and to tilt ali abandoned sump holes and excavations made by Lesses; 1o remove all derricks, tanks and tank
supporls, and if there are any plps lines running from any abandoned well, or any clher place on the properly, the same shall be
removed if the Lessor desires, and ditches opened up by removat of the pipe tine and the ground made to conform 1o the natural
contour. Lessee will also remove all cement blocks or foundations which may have been placed on the leased premises, and any and

8!l other supports placed by Lessee or permilled by Lessee to be placed on sald leased premises and which, in any manner, interfere
with the use thereol.

28. Lessea agrees 1o release and to indemnify and save harmmless Lessor, the surface owner of said property, the heirs,
personal represantatives, successors and assigns of the surdace ownar, and any carporation affiliated with, owned or controlied by
Southemn Pacific Company, a corporation, from and against any and all clalims, causes of action, llability, costs and expensas arising
out of injuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all properly whatsoaver, directly or indireclly
resulting from or caused by the occupancy of, or operations of Lessee on, the leased premises or property adjacent thereto, or the
existence of ol wells, gas wells, derricks, pipe lines or 1anks or appurienances thereof, used by the Lessee on said leased premises or
property adjacent thersto, including, without limiling the generality of ihe foregoing, the breakage of pipe lines, lanks or other
equipment or the escape or loss of cil, petroleum products, gas, water or fire therefrom.

29. Lessee agrees to 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 buildings, structures, equipment and other personal property or improvements
placed, maintained or used by Lessee on the leased premises, and on the minerat substances stored thereon and not belonging to
Lessor. Lessee may deduct up to one-sixth {1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, paid by Lessee, from the royaities due and payable to Lessor for production during each successive twelve months’
period subsequent o the day and month in such fiscal year on which the first instaliment of such taxes and assessments become
delinquent. The above amount of the taxes and assessments for a particular fiscal year so pald shali be deductible only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinquency of the first
instaliment in such fiscal year, Lessee agrees 1o pay 1o Lessor annually, within fijteen days afier demand, an amount equal to five-
sixths of the reat property taxes and assessments paid by Southern Pacific Land Company on the fand overlying or occupied by the
leased premises (except on buildings, structures and other improvements theregn not owned, maintained or used by Lessee) for the
fiscal year beginning July 1, 18 , prorated rom __ DECEMBER 1, 1982 1o June 30, 19._83 and for each fiscal
year theseafter during the term of this lease. Lessee shall pay any production or severance tax compuled or based upon production
of oll, gas or other mineral substances which may be imposed by the Federal Government, the State of Galifomnia, or any of its

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

NG

30. Either parly may pay the enlire amount of any delinquent takes or assessments which shall conslitute  lien on said leased
premises and which should have been paio before delinguency by the other party as hereln provided, and penalties and interest
therzon, and shall be entitled to reimbursement from the other party of the part of the taxes and assessments hereln agreed to ba
paid by such other party, and of the entire amount of the penallies and Interest Penalties and Interest on delinquen! taxes and
g interest on payments mada pursuant to this paragraph shall not be apportioned with the principal amount of taxes and assessments
= in making such annual adjustments, but shall be borne entirely by the party obligaled to pay the tax or assessment before
3 delinquency.

31. Lesses shall nol commence drilling into or through the leased premises or construc!, aller or repalr structures or
improvements of any character, excepl emergency repairs, upon said proparty until alier written notice thereof Is given to Lessor.
Lessor may post and maintain upon the leased premises nofices of non-responsibility as provided by law. Lesses agrees to pay in full
all persons who perform [abor or services on, furnish materials joined or affixed 10, or provide equipment for, said property, or the
construction, re-construction, repair or placement of any structure improvement on said property, al Lessee's instance or request.
Lessee shall not permit or suffer liens of any kind or nature to be enforced agalnst sald property for such labor, services, materials or
equipmenL Lessor shall have the right 1o pay any amount required to release any such lien or liens, or to defend any action brought
thereon, and 1o pay any judgment entered therein and the Lesses shall be liable to the Lessor for all costs, damages and reasonable

sttorrey’s Tees, and any amounts expended in delending any proceedings, or in the payment of any of said liens or any judgement {
obtained therefor. i

4 32, Lesses agress to pay (o Lessor interest at the rate of 10% per annum upon any-and all amounts whatsoaver due under this
leaso to Lessor from the dats payment of each such amount is due and owing to Lessor or from the date of each breach by Lessee of
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each payment 0f said amounts, unless such payment
is tendered or paid to Lessor within 30 days after the date a paymen! is due and owing hereunder to Lessor or the date of such
breach, as the case may be.

a2, If Lessor shall bring suit 10 compel performance of, or to recover for breach of any covenant or condition herein contained,
or for declaratory relief, and prevails therein, Lessee agrees to pay to Lessor reasonable attorney fees in addition 1o the amount of
judgment and cosis.

34. All payments to the Lessor shall be made 1o il al One Market Plaza, San Francisco, California 84103, but Lessor may al any
time by nclice to Lesses change the place of payment.

as, Any demand, nolice or statement herein requested or required to be given by one party to the other shall be in writing.
{ Delivery of such writien notice or statement to Lessor shall be conclusively taken as sufficient if and when deposited in the United .
States Mail, with posiags thereon fully prepaid, certified or tegistered, addressed to Lessor al Ona Markel Plaza, San Francisco, !
Califomia 84105, and delivery of such _notice or stalement to the Lessee shall be conclusively laken as sufficlent if and when )
deposited in the United States Mait, with postage thereon fully prepaid, certilied or registered, addressed to Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202 Any party hereto may, by written nolice, change his or its address to which such
demands, notices or stalemenis may be sent

36, This instrument is a lease and is nol and shall not ever ba held or interpreted to ba a mining parinarship or partnership of
any kind, or in any sense whulsoever, ihe intention of the parties hereto being to establish and create hereby between themselves
oy the reiationship of Lessor and Lessee in accordance with the lerms, provisions, conditions, covenants, reservations and
agresments herein set forth.

a7. It is agreed that in case Lessee shall, except by Lessor, be lawfully deprived of the possession of said premises, or any part
thereol, Lesseo shall notify Lessor in writing setting forth in full the circumstances in relation thereto, whereupon tha Lessor may, at
its option, either reinstall Lesses in possession of the leased premises or terminate this lease as 10 the premises or the parl thereof,
the possession of which Lessee Is so deprived, by giving notice in wiiting to the Lessee to that effecl and at the seme time paying, or
tendering with such notice. to the Lessee the sum of Ons Hundred Dollars {$106.00), plus 1he pro rala amount of any rentsl, thereto-
{ore paid In advanca by the Lesses under the provisions of paragraph 3 hereof and applicable 1o said premises, or such portion, for
the unexpired rentsl period, whereupon no claims for damsges of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38. if Lessee is adjudicated a bankrupt, or shall make an assignment for the benelit of creditors, or file & voluntary petition
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- :uhdé!' any law (having for its purpose the adjudication of Lessee a bankrupt, or the extension of time of payment, composition,

by reason of the Insolvency” of Lessea, notwithstanding anylhing to the conltrary elsawhere in the lease, Lessor shall have the - ©
- immediate right 1o terminate this lease and to take exclusive possession of iha leased premises. The acceptante of rent or other -

theye are two or more Léssees hereunder, or if Lessea is a parinership, then the right of Lessor to terminate the entire lease shall be.

" exercisable in cuse any one of tha Lessees or partners is adjudged a bankrupt or becomes subject lo or participates in any other
- proceedings - ar procedure -hereln mentioned. S o :

. wells are producing or capable of producing oil or gas in paying quantities, but are not belng produced for reasons avtharizéd under. - -
- “this fease, Lessse shall have the option of renewing this lease as long thereatter as such substances are praduced o_r.capa_ble of
* . being produced to include drilling units as defined in paragraph 3 hereof, occupied by wells producing in paying quantities or wells

* paragraph 19, on and subject to the sama royaltles, lerms, covenants and conditions as are hereln specified; provided, written notice

explration of the original term hereof.

i

adjustment, modification, settlemant or satisfaction of the liabililies of Lesses), or a receivar ba appointed for the property of Lesses

payments for.the use of the leased premises shail not constitute a waiver of Lessor's right to tarminate this leass as above s&t forth, If

-39, If. t the expiration of the teim of this lease, any walls are being drilled by Lessee on the leased premises, or any existing.

in ‘process of being drilled on’ the same acreage specified in paragraph 3 hereol, tegelher with the same rights provided for in

from Lesses of such renewal shall be recelved by Lessor not more than six (6} months nor less than thirty {30) days prior to the” S

40. This lease shall inure 1o the benefit of and ba binding upon the respective heirs, administrators, execulors, Successors and
‘assigns of he parties hereto, but no assignment of this leasa, or any sub-leasa or agreement affecting this lease, or the leased
prémises, o any Interest therein, shall be valid, unless mada with the consent of Lessor In writing, and no changa in ownership In the
land or in the rentals or royalties shall be binding on Lessee until Lessee shall have received written notice of such transfer or
assignment. All covenants, agreements and stiputations herein conlained sha't run with the property.

41. If there ba more than one Lessee named herein the term “Lessee” shall designate the plural number, and the obligations of
the Lessee hereunder shall be joint and several.

42 Time is of the essence of this lzase.

43, Where there is a gas well or wells on the leased premises or acreage unilized therewith at any time during which this lease
fs in effect, and such well or wells are shut-in, L2ssee shall pay as royalty 1o Lessor the sum of $1.280. per waell per year. Sald
payment Is due on or befora ninety (90) days from the date of shut-in or the date on which the lzased premises of a portion thereof
are unitized with lands on which there is & shut-in gas well, and thereafter on or before the anniversary date of such payment duting
the period such well or wells are shut-in. Upon said payment it shall be congidered that such well or wells are producing gas In
commercial quanitites for all purposes hereunder.

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

written.
SUN EXPLORATION

SOUTHEAN PACIFIC LAND COMPANY . AND PRODUCTION COMPANY AGADING & gpaam UM GO.
) 7
By: _%!n? /Tlﬁ.;rm-—- B,r///?/d .

Agenl and Attorney-in-Fai

CHARLES R, MANGLUM s
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STATE OF OXKLAHOMA
COUNTY OF TULSA
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ing instrument was acknowled

Jing i ged before me on this 18th da

‘.:-\ R -5-”\:\-?5 -_VICE PRESIDENT, LANDS of READING § BATES PETROLEUM Cg of February, 1983,
il p R . -

i : ‘?’Bfﬁ‘ﬁi% hanid-tan officih al.

E(uavaFOR 3 i
%-. STATEF Y S -

E At

My, Cotaflesion” Expires: Lynne E.Z/flumlce - Notary Public ©
“MAYCE P TH8S . 1100 Mid-Continent 8ldg., 409 §. B :
oLa ,,'-,:!-'985 Tulsa, Oklahoma 74103 Bes oston Ave. !

) E'EA‘I'! oF i:olorl!o \
COUNIY OF Denvar -
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of 'Jﬂu_ foregolng instrument was lcknowledged-before ze on this 17th d-ly
o anuary » 1583, by CHARLES R. HANGUM a8 AGENT ANWD ATTORNEY-IR-PACT
of SN meATION AND FRODUGCTION COMPANY. . -
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EXHIBIT “A"

Attached to and made a part of that certain aqreenent

05893

datediDecember 1

« 1982 between C
SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUC‘I‘IOH

COHPANY and REI\DING & BATES PETROLEUM CO.

ithae 3tarke Fisza)

A
wm'r
OTARY PUBLIC CALIFORNIA

of B‘JSIhISS N
COLNTY OF

Corporation

My Commissinn Fxpires Jung 24, 1983

.

: MDM _
. Subdivision Sec. Twp. Rge. Acres
* ALl 21 298  49E 640.00
kALl . 23 298 49E 640,00
* A1l 25, 29N 49E 640.00
*x A1l 27 29N A9E 640,00
A1l 29 29N 49E 640,00
TOTAL 3,200.00
STATE OF CALIFORNIA l s
City und County of San Francisco
Onmis 20th 44,0 December

inthe year One Thousand Nine Hurdredond Eighty _Twn
before me, JAMES W. WATT, a Notary Public in and for the City and County of San Franrisce, State of Californig, personally appeared

R. A. Berger_
Vice President and General Ma Manager

personglly known 1o me for praved to me an the basis of satisfactory evidence} 10 be the person who

executed the within insirument as president (or secretary) or on behalf of the Corporation therein
named and acknowledged fo me that the Corporotion executed i,

IN WITNESS WHEREOF, I'have hereunto set my hand and offixed my officiaf seaf or m 13
Ti Iy

office in the Cily and County of San Francisco, the day and year in this certificate first above
WA,

Notary Public s

{or the City and County of San Franciseo, S1ale of Catifornia
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