. _(App:md ailo fotrn by Gmul Counse, Jl.nuary £ 1975) ) .
mei'ided July 1, 1951 L Ocmbef 29, mau 8’7396

e ‘ORIGINAL BAPERS
OIL AND GAS LEASE

;. THIS |LEASE, made in duphcale tHis - FIRST - qay oi DEGMER L m T e ;

and between -'SOUFHEHN PACIFIC - LAND COMPANY ‘a Calllomia corporation, heremaher cal!ecl "Lessor" and’ SUN
_LORATION ‘AND PHODUCTION COMPANY. As 6 an undivided 75% In'leresi and HEADING & BATES PETHOLEUM CO.as
3 interest, hereinaner cotleclwaiy called "Lessee.- I S

i —That Lessor n considera‘lion of the observance and fallhful pertormance by Lessee of all lha prow..ions oontained here[n, .
does hereby lease to L&ssee for the term and purpnsa herelnafter sel forth, &lt that certain property. somelimes, hareinaltet re!erred

.. 1g &5 "leased premlses‘ in the. County o _EUREK.&_.____ State of NEVADA SSLRL rnnre partu::u ry
d&cnbed on Exhlbit “A" attached hereto and mada a pant hereof SRR SR

Subject to easements, leases and restrictions affecting sald property.

For tha purposes of this kasa, Lessee shall have the right {subject to the provisions hereof and 10 the extent of Lessors
ownership thereot) 1o explore, drill for and 1o produce, extract, take and remove all oil and gas hereinatter referred to as ‘substances’,
rontaines in said property, to store said substances upon said property, 1o locate, erect, construct, maintain, replace and oparate
upoi, and In said property such facililies and siructures {excep! refinerias or topping pas planis) as may be necessary in the
producticn, trealment, storage or transportation of sald substances from said property, and to eppropriate and usa such water as
“may be, necessary {for the above operations.

s Rsemng unto Lessor, its successors and assigns, the right to construct, maintain and use ditches, ﬂumas. roads, trails, tracks
and pipe, telegraph, telephons, signal, communication and power lines In, upon, over and across said property and the right to use
said propesiy for any and all other purposes consistant with the rights hereln leesad to Lessee.

2. The term of this ledse shall be for tweniy-five (25) years, from and sfter the —. FIRST - day of w-.

9'_8__2_ unless soone. |ermlnatad or {oreited, either in wholz or in part, as hereinafler provided.

a.- Lessea agree; 1o pay 1o Lessor a cash fental ol s,_5_._7__7_._3§__ In ndvance on the date of dalivery of this lease for the

- fi rst ynmr M - of the term hareof &nd annuslly thereafter, on or belors the first day of each suoc&ss‘rva year
ol 1ha term hareo! 8 cash remal of $2.00 an acre per annura in advance, provided that rental shall not accrue or be payab!a for;

(a)aach’ "dr:umg unit™. upon which there Is°a pmduclng oll or gas well on the date when rental is payable,
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{bjeach 640 acre subdivision within the boundaries of the leased premises on which driiling is in progress on the date when
rental is payable, or

{c)each 640 acra subdivision upon which there Is a producing gas well on such date il no oif has been discovered In paying

- quar{'hlies on the loased premises or wilhin offset distance, as arovided in paragraph 16, and Lessee has determined, as
provided in paraareph 15, that conditions are not such as to indicale a reasonable probability of the discovery of oil on the
leased premises, or

{¢)each “drilling unit* on which thera is a producing oll or gas well, for any pericd during which Lessee Is prohibiled by law, or
by the orders, rules or regulations of & competent administrative authaority, constituted by law and not by voluntary
agreemenl, from producing said substances therefrom.

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

In which the leased premises are located, @ “drilling unlt™ as used in this lease shall be:

(1) atwenty acre subdivision, or less, if the average depth of the producing interval of wells drilted for oil shall not be more
than four thousand (4,000} feel;

{2)a forty acre subdivision, or less, il the average depth of the producing interval of wells dritled for oil shall be yreater than
four thousand {4,000} leet.

Subject to tha terms and provisions of Sections 14 and 26 of this lease, a twenly {20) acre subdivision as used herein shali ba
either the North, South, East or West half of a tega! Government forly (40) acre subdivision, a forty (40) acre subdivision a3 used
herein shall be a legal Government forty {40} acre svbdivision, and a one hundred sixly (160) acre subdivision as usad herein shait be
a legal Government one hundred sixty {160) acre subdivision, 2!l according 10 the United States survey.

4. Except as herein othervwise orovided specifically including Section 18 of this lease, the Lessee shall commence driliing an oil
or gas well on the leased premises on or before five years lrom date hareol (referred 10 in Seclion 4 as *said date”), and shall
continua the work of drifling such well with due diligence until completion. After completion of the firsi well, Lessee shall commence
drifling another well on sald leased premises within one hundred twenty (120 days and shall continuously operate at least one string
of tools in drilling wells on the leased premises, allowing one hundred twenty (120) days between the completion of one well and the
commencement of the next succeeding well until ene oil or gas well producing from each productive zone has been compleled to
each driling unit; provided, however, that if any well completed before said date shall prove to be a diy hole and there is then no
producing well on the leased premises, Lessee may commence drilling the next well at any time before sald date. Nothing herein
shall limit the number of wells which Lessea may. atl Lesses's option, drill in excess of the number herein specified, or the depih o
which any well may be drifled il Lessee should elect to drill balow the depth specified, I Lessee has not commenced drilling of an oil
or gas well on the leased premises on or belore five years {rom the date heieol, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso facto terminate.

5. A well shall be deemed compleled when (3} formations or mechanical difficulties are encouniered which, in Lessee’s
judgement, would render turther drilling of said well unprofitable or unsuceessiul, and because of such fact active driliing cperations
therein are discontinued, or (b} it has been drilled to basemeni rocks, and active drilling operations thereon are discontinued, or
(¢} Lessee has ceased drilling operations thereon and it has been put on.regular produclion and is producing oil or gas in quanitites
deemed by Lessee sufficient to pay to pump or otherwise secure and s&va.

6. Excepl as hereinafter provided. Lessee shall detiver to Lessor, as royaity, one=sixth {1/Gth) of the net oil, petroleum and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shall be subject to deduction fram the gross product; the quantity that may be consumed in the Lessea’s
operations hereunder, and after making deductions for femperatute at 60° Fahrenheil, bottom selllings and moisture according 10
the American Petroleumn Instilule methods.

7. Lessee agrees lo pay 1o Lessor &s royalty one-sixth (1/6th) of the value of natural'gas produced and sold from the leased
premises, and one-sixth (1/6lh) of the value of residuat dry gas sold after the processing of the wel gas produced in wells on the
teased premises, bul nothing in this agreement shall require {he Lessee 10 save of market natural gas or residual dry gas unless there
shatl be a surplus above fuel requirements, and a market at the well therelor. Such value shatl b determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering {he same to the pipe line of the
purchaser on 1ha leased premises. Lessee shall not be required to pay royally for any natursl gas or residua! dry gas used in Lessee's
operations on the leased premises. Lessee shall not use any natural gas or residual diy gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price 10 be paid 1o the Lessor tor its one-sixih (1/61h) share of such gas.

9. [a) If the wet gas produced from said premises is processed for the purpose of manufacturing natural gasoling andfor other
petroleumn products then Lessee shall pay to Lessor one-sixth (1/6th) of the total value of a)l natural gasoline and/for other petraleumn
products recovered and saved from said gas, less the cost of producing and selling the same, which cost shall include the expense of
operating and maintairing the plant and facilities wsed in the gathering and processing of said wet gas and the storage and shipping
of said gasotine and/or other petroleum products. In 0o evenl, however, shall the 1otal of said cost of producing and selling exceed
fifty (50) percent of the total value of all natural gasaline and/or other petroleum products recovered and saved from said wel gas
compuled in the manner hereinatler set forth. In compuing the value of said gasoline and/or other petroleumn products the gasoline
andfor other petroleum products shali, il sold by Lessee to third parties, be valued at the respective nel ex-lax prices received by
L essea from tha sale thereof at the plant or plants where produced. Il said gasoline and/or other petroleum products are relalned by
Lessee for Lessee’s own use, such products shall be valued al the respaclive ex-tax prices posted of established for naturai gasoline
of like Reid vapor pressure and/or {or other peiroleum products of the same quality produced in the same fietd during the same
catendar month

{b) Il any wet gas produced from said premises is sold by Lessee for the purpose of manulacturing natural gasotine and/for
othe patroleum praducts on 8 basis whereby a royalty tharain is reserved to Lesses, payable in money, then the Lessee shall pay to
th.: Lessor one-sixih (176th} of the total amount i the royalty so reserved t0 Lesses, provided, however, that the amount of royalty to
be paid to Lessor hereunder shall be not less than one-sixth (176th} of tifty (50) percenl of the 1otal value of such products s¢
manufactured.

{c} In the event wel gas produced from said premises is sold for lhe purpose of manulacturing natural gasatine and/or ather
petroleum products on 8 basis whereby a guantity of the natural gasoline and/or other petroleum products recovered therefrom is
resarved to the Lessee as royaly payebla in kind, t{hen Lessee shall pay to the Lessor one-sixih (1/6th) of the total value of sald
natural gaseling and/or other petroleum products so reserved to Lessee, provided, however, that the total amount to be paid to
Lessor hereunder shall be not tess than one-sixtn {1/61h) of fifty (50) percent of the total valug of such products 5o recovered.

{d) The value of the natural gasoline and/or other patroleurn products manulactured and recovered under paragraphs {b)
and {c}-above shall be established in the same rmanner as outlined in paragraph (a] above.

9. Unless Lessor shatl elect to receive its royally oil in kind, the Lessee will purchase the royaity oil from the Lessor {a) at the
highest posted available market price of the oil at the well, or in the field in which the wells are situated (affactive at the time of
removal from lease tanks) of all such oil so produced and saved by the Lessee from said walls and removed thersfrom during the

preceding calendar month, or (b) in the absence of a posted market price for such oil, the prevailing market price al the well or in
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the field (effective at the time of removal from lease 1anks) of such oil, or {¢} in the absence of a prevailing markel price the actual
price received by Lessee for such oil as said walls, or (d) in the absence of sales by the Lessee at tha wells the reasonable value of
such ofl; provided, however, that if the Lessee disposes ol such oil al a price, including bonus, In excess of the posted or prevailing
market price, the price to be paid for such royslty oil by the Lessee shall be the same price, including bonus, recelved by Lessee.

10. At Lessor's oplion, exercised not oftener than once in any one (1} calendar year, and upon sixty (60) days’ previous written
notice, the Lessee wil! deliver the kind, free of cost 1o Lessor, the said royalty oil. Should Lessor require that royalty oll ba delivered in
kind, Lesses, if requested by Lessor, will, without cost to Lessor, provide storage tanks on tha leased premises sufiiclent to hold an
accumulation of not to exceed thirty (30) days’ production of royaity oil 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 liable for loss or destruction of such stored oil
balonging to Lessor from causes over which Lessee has no control, Lessor agrees {o remove the royally oil so stored from said lanks
as often as may be necessary to keep sufficient space available in suld tanks for current accumulations of royalty oft. No royalty shall
be due the Lessor for or on account of oll losl through evaporation, leakage or ctherwise prior to the removal of same or delivery lo
Lessor, it royalty oil shall be delivered in kind. If Lesseo purchases the royalty oll, the Lessee may deduct theérefrom a proportionate
part of the actual reasonable cost cf treating unmerchantable ofl produced from the teased premises to render the same merchant-
able only In the event, however, that such oll is treated by the Lesses on ot in the immediate vicinity of the [eased premises. Hf the
Lessor shall elect to receive royalty ol in kind, such royalty oit shall be of the same quality as that removed from said leased premises
for the Lessee’s own account, and it Lessee’s own oll shall be trealed before removed, Lessor's oil will be trealed therewith before
defivery thereof 1o the Lessor, and Lessor in such evenl, shall pay a proportionate part of such reasonable cost of trestment.

11. All royalties payable and the price for all such substances which shall be sold to the Lessea hereunder, under the terms
hereo!, shall be paid by Lessee to Lessor on or before the twantieth day of the calendar month next succeeding that in which detivery
ol such substances shall have been made to the Lessee under such sale, and all royally paid in kind shall be delivered to the Lessor
from time to time as tha same is obtalned on said premises and stored and haendled as herein provided.

12. The rental and royalties herelnbefore provided for shall be in lien upon-any and all of said substances removed from or
stored upon the leased premises, and upon any improvements and personal property of the Lessee upon said leased premises.

13. Subject to the terms and provisions of Section 43 of this lease, each producing well, as soon as completed by the Lessee,
shall be placed upon production and shall thereafter be operated by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lessee, from time to time as necessary, shaki 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 besl advantage. Except as hereln otherwise
provided, the Lessee will keep each well drlled on the properies covered by this leass producing to capacity consistent wilh good
operating practice.

14. This Lease shall be subject to all faws, sialutes, rules and reguiations heretofore or hereafter enacted or promulgated to
control, suspend or conserve oll or gas and oil or gas operations, and, also to any general agreemen! which Lessea may in good faith
enter inlo with other operators in the field in which the leased premises are situated, for a like purpose; and il compliance by the
Lessee wilh such laws, stalutes, rules or regulations or with any such agreement shal! hinder, delay or interfers with the carrying out
of any provisions of this lease, Lessee shall not be considered in default or ba liable to Lessor for any damage or injury sullered or
sustained on account thereol, nor shall Lessee's rights be subject to fordeiture by reason thereof, notwithstanding any provisions of
ihis lease; provided, that such agreements affecling the leased premises shall not be for periods greater than one (1) year without the
Lessor's written consent, and provided, furiher, that no such agreement shall authorize Lessee to discriminate against said leased
premises in favor of any other properties owned, leased or operated by the Lesses in the same field, nor excuse such discrimination
eilher in the drilling or producing obligations of the Lessee hereunder. Lessee will fumish Lessor wilh coples of any written
agreement for the voluntary curtailment of said production, and if thers are no such agreements, Lessea shall furnish Lessor with
copies of crders of the Ofl Umpire, or any other authority having the power ta make orders for volunlary curtaiimenl. The Lessed
shall not be considered in default because of any acts done pursuant to or in reliance ol any law or statute, rule or regulation, here-
after declared unconsiitutional or void prior to a determination of such unconstitulionality or invalidity by a court of fast resort.

15. It gas is discovered in any well in paying quantities and Lessee shall determine thal conditions are not such as to indicate a
reasonable probability of the discovery ol oil an Ihe leased premises, then the Lesses shall operale the leased premises for the
production of gas. in such evenl, the drilling obligations shall be reduced so that the Lesses shall be required to drill nol more than
one well 1o each one hundred sixty (160} acres. or major fraction thereof. For ihe purpose of this leass, a gas well shall be any well
producing gas only or producing at a gas-oil ratfo in excess of fen thousand (10,000 cubic feet per barrel, and an oif well shall be
any well producing at a gas-oil ratio of ten thousand {10,000) cubic feet per barrel or less: provided, however. thal any well, the liquid
production from which is & result of retrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. Ii. at any
later period, oil shall be discovered in paying quarntilies on the leased premises or in the event that oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of tha 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 oil. Provided, however, the foregoing terms and pravision of this Section 15 shall be subject to (i} tha applicable
rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are located, and {ii)
Section 3, 14 and 25 of lhis lease.

16. Subject to the terms and provisions. of Section 14 and 26 of this lease, in the event an oil well is drilled on adjoining pro-
perty which is not unilized with Lessor lands and completed in a zone the average depth of which is fess than four thousand (4,0X0)
feet and within three hundred thirty (330} feet, or is completed.in a zone the average depth of which is grealer than four thousand
(4,000} feet and withln six hundred sixty (660} fest, or in the evenl that & gas well is completed on adjoining property which is not
unitized with Lessor lands within thirteen hundred twenty (1,320){eet of the exterior limits of any property at the time embraced in
this lease in each instance and oil or gas is produced therefrom in paying quanilites for & period of thirty (30} days, and the drilling
reguirements under 1his lease are not (ully complied with,and the owner o! such well shali operala the same and marke! the oil or gas
therefrom, then, unless there is 2 well then being drilled or ¢n production on the leased premises within the applicable ofisel distance
frum the comman boundary line, the Lessea agrees to offsel such well by the commencement of drilling operations within sixty (60)
days thareafter in the leased premises, and complete il at approximately the same distance from the common boundary fine as said
well on the adjoining property is completed, and proceed diligently and continuously to drill and complete said offset well to the zone
from which such well on the adjoining property is producing; provided, however, thal in the event Lessee is drilling an ol or gas well
upon the leased premises at the time of discovery of oil or gas on the adjoining propery, tha time for commencing the drilling of an
offset well shall ba extendad until ninety (90} days after the completion or abandonment of sald well then being drilled by Lesses o1
the teased premises; provided, however, that in no event shall said time be extended beyond six [6) months afler the completion of
the well on the adjoining property. For the purpose of satisfying drilling obligations hereunder, ofiset wells shall be considered as
other wells required 1o be drilled hereunder, provided, always that Lessee agrees to space oil or gas wells on the leased premises
according to the same spacing of oit or gas wells on the adjoining property tn order propery and effectively to oHfsat production from
wells on such adjoining property and prevent drainage from the jeased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generally lo producers in the same
fietd for oil of a gravity of 14° American Petroleum Instilute Scale, or of any higher gravily, at 60° Fahrenheitl shall fall below One
Dollar {$1.00) per barre! at the wells; provided, however, that drilling or production from offsel wells shall nol be suspended on the
leased premises unless the offsefing wells on the adjolning premises also discontinue producing.
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18. Any obligations, covenants or condilions imposed upon 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 transporiation, inabitity 1o
secure materials, labor, drilling equipment or transportation in the opan market, or interference by Governmental aclion, or any other
cause beyond the reasonable control of the Lesses, whather similar or dissimllar fo the causes specifically mentioned. I such
suspension occurs, the payment of any delay rentsl during such suspansion shall be excused and the lease term shall be extended
for a period of time oqual to the period of such suspension and any such exlention of the lease term. Lessea may resume the
payment or tender of rentals in accordance with Paragraph 3 hereof after the period of suspension the proportionate part of the
rental for the renta! year remaining after such period of suspension. Lessee's obligation to pay royally on il and gas production
produced, saved and marksted shall never be suspended under this paragraph. Whenever Lessee would otherwise be required io
sumender any of the leased premises as an alternative to the performance of any obligation under this lease and such obligation is so
suspended, then so long as such parformance is suspended under this paragraph or other provision of this lease, Lessee shall not be
required to sumender eny portion of the leased premises.

If the permission or approval of any governmental agency is necessary before drilling or other operations ¢an be [awlully
commenced on the lvased premises, then if such permission or approval has been applied for at jeast thily (30) days psic: to the
date upon which such operations must be commenced under the terms hereol, the obligation to commence such operations shall be
suspended until thirty (30) days afler the governmental permit is granted or approval given. It such permil or approval is denied
initially or &l any time during the approval or permitting process or Is revoked after Issuance, then so long as Lesseo in good faith
appeals from such denial or revocalion or conducts further proceedings In an attempl to secure such permit or approval, the

obfigation to commence such operations shall ba suspended until thirty (30) days after such gavernmental permit is granted or
approval given.

19. The Lessee may,. at Lessee’s option, al any time surrender and quitclaim this lease as o all of the leased premises or as {0
any one or more twenty (20) acre subdivisions thereoi as herein defined, and shall be refeased from all obligations thereatter arising
with respact to the premises surrendered and quitclaimed, and in the case of a pariial surrender and quitclaim &ll of the rental and
drilling obligations shall be reduced pro rata. At any time afier the completion of the first well, or any subsequent weil on the leased
premises, L.esses may cease further drilling and if the full number of wells shal! r.ot have been drilled Lessee shall thereupan surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling unils occupied by producing ol of gas
wells, each of which drilling units the Lesse may hold subject to the terms of this tease until ebandened-or until the end of the term
thereof, and the extended term, if renewed as hereinaler provided. Each of said.drilling units shall, in each instance, conform to
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right to do such things as may be necessary 10 keep such
drifing units In the highest productive siate, including the righl 10 ream, clean out, deepen, re-work, re—drill, and 1o drill new walls
thereon to other zones in order to maintain or increase production, or to restore production if it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of this lease, and tailura to remedy the delault
within thirty (30) days afier receipt of written notice from Lessor so to do, then at the option of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessee in and to said property shall bs &t an end as 1o all said properties, except that the
Lessea shall have the right to retain and hald under this lease the area surrounding each well producing or being drilled, with respect
1o which it is not in defaull 1o the same extent and with tha same rights as provided in paragraph 19 hereo! in the event of a surrender
by the Lesses. The waiver by Lessor of any breach of any covenani or condition hereol shail not be & waiver of any other or
subsequent breach hereo!, nor of any other covenant or condition hereof.

21. Upon surrender by the Lessee of said leased premises in whole or in part orupon the termination of the Lesses’s rights and
interests in and to the leased premises, or any pari thereof, in any manner hereln provided, the Lessee will quietly and peaceably
surrender possession thereof 1o the Lessor and agrees to release to the Lessor, its successors or assigns, &ll right, title and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee’s rights have terminated 85 herein provided. In the evenl
of a partial release of the property so released shall be subject to the easements and rights of way herein provided for and eppurten-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall furnish 10 1he Lessor & map showing the location
of such easaments and rights of way. If there are any rights, Interests, claims, liens or encumbtances conveyed, crealed, done, made
or sulfered by the Lessea, or anycne claiming under Lessee el the lime of the relzase, Lesso shall take such aclions, steps and
proceedings as may be necessary to terminate and extinguish any such rights, interest, liens and encumbrances, failing in which,
Lessor may do so af the sole expensa of the Lessee, which expense, plus reasonable atiornay’s fees, Lussee agrees o pay to Lessor
on demand. Upon request by Lessor, Lessen shall advise Lessor in wriling that to the best of Lessee’s information, knowledge &nd
beliel ne such rights, interests, claims, liens or encumbrances affect the lease premises released by Lessee.

22. Derricks, buildings and other structures, improvements, equipment, machingry and appliances placed by the Lessee on or
in tha demised premises shall be and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments or rentals or in respect of any covenants, agreements or conditions 1o be kep! or performed by the Lesses,
the Lessee shall have the right during the term hereof, or at any time wilhin sixty (60) days after the date ol termination of this leass
10 remove from the leased premises all such personal property, except casing in water wells purchased by Lessor; provided, further,
that the Lessee may exiend the time within which such personal property may be removed for a period not exceedg six (6}
monthe ltom such date of termination by paying to the Lessor monihly in advance a rental of Ten Dollars ($10.00) an acre a month
for-each twenty (20) acre subdivision upon which any such personal property remains. Any such personal property not removed
from said premises within said six (§) months’ period shall become the property of Lessor.

23. The Lessee agrees 1o keep {ull records of the operations upon and production and sales of said substances from said
leased premises independently of and separaie from-any other premises operated by the Lessee: to notify Lessor promplly ol
discovery of any of sald substances in the leased premises and 1o furnish to the Lessor on or before the twentieth day of each month
& true statement, in triplicate, of all production, deliveries and deductions in a form satisfactory 16 the Lessor. All records of the
operations and productions and sales of said substances from said leased premises shell, 8t all reasonable times, be open to the
inspection of Lessors agerds and representatives.

24. Lessee will keep an accurale log and casing record showing the progress of drifiing, character of formations encountered
o Cilled through. and cesing in each well in which drilling shall have been dore on the leased premises, and furnish Lessor a copy
thereoy upon the completion of or the abandonment of each well, and a true copy of all surface and subsurface surveys made of each
we'l drilled under this lease. Lessee will furnish all reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agenls and representatives shall have free and full access at iheir sola cost, risk
and expensa fo all of the wells and works and to all property in and upon said leased pramises.

25, Lessee agrees to conduct Lesses’s operations 5o as to interfere as little as Is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; to lay and maintain all pipa lines not less than thirty-six inches
{367} below the-surface of the ground; 1o fence &ll sump holes and excavations to safeguard livestock grazing on said land; to
provide substantial gates at points where fences ara cut by the Lesses; and o use reasonable care and diligence to prevent the
overflow of ofl or water which may be detrimental to vegelation on those portions of the leased premises which are suitable for
grazing, agricultural or horliculural purposes.

26. Lessee shall carry on Lesses’s operations hereunder in a careful and workmanlike manner. Lesses shall comply with any
and all applicable valid statutes. ordinances and governmental orders and regulations periaining 1o the exercise of rights leased here-
under and shall fumnish such evidence of Lessee's compliance therewith as may be required by Lessor. Lessee shall furnish evidence
satisfactory 10 Lessor that abandoned wells have been properly ebandoned in compliance with applicable siatutes, ordinances and
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27. Upon termination of ihis lease in any manner, or if any well is abandoned the Lessee agrees to relevel the surface of the
property involved, and to fill all abandoned sump holes and excavations made by Lesses; to remove all derricks, tanks and lank
supports, and §f there are any pipe lines running from &ny abandoned well, or any other place on the propery, the same shall ba
removed If the Lessor desires, and ditches opened up by removal of the pipe line and the ground made o conform to the natural
contour. Lessea will also remove all cement blocks or foundations which may have been ptaced on the leased premises, and any and
all other supports placed by Lessea or permitled by Lessea to ba placed on said leased premises and which, in any manner, intedere

_with the use thersof.

- . 28 Lesses agrees to release and to indemnily and save harmless Lessor, the surface owner of said property, the heirs,
personal representalives, successors and assigns of the surface owner, and any corporation affillated wiih, owned or conlrolled by
Southem Pacific Company, a corporation, from and against any and all claims, causes of action, liability, costs and expenses aristng
out of injuries to, or deaths of, ali persons whomsoever, and loss of, or damage to, all property whatscever, directiy or indirectly
resulting from or caused by the occupancy of, or operations of Lessee on, the leased premises or property adjacent thereto, or the
existence of oll wells, gas wells, derricks, pipe fines or tanks or appurtenances thereof, used by the Lessee on said leased premises or
property adjacent thereto, including, without limiting the generality of the foregoing, the breakage of pipe lines, lanks or other
equipment or the escape or loss of ofl, peloleum 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 tha leased premises, and on the mineral subsiances 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 jeased premises In each
fiscal year, pald by Lessee, from the royaliies due and payable lo Lessor for produclion during each sutcessive lwelve months'
period subsequent o the day and month in such fiscal year on which the first installment of such taxes and assessmenls become
dalinquent. The above amount of the taxes and assessmenls for a particular fiscal year so pald shall ba deductible only from the
toyalties dus end payable during the twelve months’ period which immediately succeeds the date-of delinquancy of the first
installment in such fiscal year. Lessee agreas to pay to Lessor annually, within fifteen days atier demand, an amount equat 1o five-
sixths of the real property taxes and assessments pald by Southern Pacific Land Company on the land overlying or occupted by the
leased premises (except on buildings, structures and other improvements thereon nol ewned, maintained or used by Lessea) for the
fiscal year beginning July 1, 19_82 _prorated from __DECEMBER 1, 1982 1o June 30, 1983 and for vach fiscal
year therealter during the term of this lease. Lessee shall pay any production or severance tax compuled or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Government, the State of California, or any of its

palitical subdivisions, and Lessor shall reimburse Lessee for the sama proportion of said taxes as Lessor's shares of the taxes onthe
mineral rights.

30. Either party may pay the enlire amount of any delinquent taxes or assessments which shalt constitute a lien on said leased
premises and which should have been paid before delinquency hy the other party as hereln provided, and penallies and interest
thereon, and shall be entitled to relmbursement from the other party of the part of the 1axes and assessments herein agreed to be
paid by such other party, and of the entire amount of the penallies and interest. Penalties and inlerest on delinquent laxes and
interast on payments made pursvant 1o this paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such annual adjustments, but shall be bome enlitely by the party obligated to pay the tax or assessment before
delinquency.

31. Lesses shall nol commence drilling into ar through the leased premises or construct, alter or repair siruclures or
improvements of any character, excepl emergency repairs, upon said property until afier writlen nolice thereof is given to Lessor.
Lessor may post and maintain upon the leased premises notices of non-respensibility as provided by law. Lessee aprees to pay in full
all persons who perdorm Isbor or services on, furnish materials 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 requust.
Lessee shall nat permit or sutfer liens of any kind or nalure 1o be enforced against said property for such labor, services, malerials or
equipment. Lessor shall have the right to pay any amouni required to release any such lien or liens, or 1o defend any aclion brought
thereon, and 1o pay any judgment entered therein and the Lessee shall be lieble to the Lessor for &ll costs, damages and reasonable

attorney's fees, and any amounis expended in defending any proceedings, or in the payment of any of said liens or any judgement
cbtained therefor.

32 Lesses agrees 10 pay to Lessor interest at the rate of 10% per annum upon any and all amounts whatsoever due under this
lease to Lessor from the date paymeni of ezch 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 of said amounts, unless such payment

is tendered or paid to Lessor within 30 days sfter the date a paymenl is due and owing hereunder lo Lessor or the date of such
breach, as the case may be.

3. [ Lessor shall bring suit to compe! performance of, or 1o recaver for breach of any covenani or condition herein contained,
or for declaralory relief, and prevails therein, Lessee agrees 10 pay to Lessor reasonable attomey fees in addition to the amount of
judgment and costs.

34. Al payments 10 the Lessor shali be made 1o it at One Markel Flaza, San Francisco, California 94105, but Lessor may al any
time by notice to Lessee change the place of payment.

35. Any demand, nolice or statemeni hesein requested of required to be given by one party to the other shall be in writing.
Delivery of such wiitten nofice or statement lo Lessor shall ba conclusively taken as sufficient il and when deposited in the United
Siates Mail, with postage thereon fully prepaid, cerified or regisiered, addressed o Lessor al One Market Plaza, San Francisco,
California 94105, and delivery of such notice or stalement to the Lessee shall ba conclusively taken as sufficient il and when
deposited in the United States Mail, with postage Lhereon {uily prepaid, certified of registered, addressed o Lessee at 1000 Trinity
Building, 1821 Broadway, Denver, Colorado 80202. Any parly herelo may, by writlen notice, change his or ils address to which such
demand. notices or statements may be sent.

36. ‘I'nis instrument Is & fease and is not and shall not ever be held o interpreted to be a mining parinership or partnership of
any kind, or in any sense whatsoever, the intention of the parlies hereto being to establish and create hereby between themselves

only the refationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenants, reservations and
agreements 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
thereof, Lesses shall notify Lessor in wriling setting forth in tull the circumstances in refalion thereto, whereupon the Lessor may, at
its option, either reinstall Lessee in possession of the leased premises or terminate this lease as to the premises or the pari thereof,
the possession of which Lesseg is so deprived, by giving nolice in wriling to the Lessee to that effeci and at the same time paying, or
tendering with such notice, to the Lesses the sum of One Hundred Dollars ($3100.00), plus the pro rata amount of any rental, thereto-
fore paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicabla to said premises, or such portion, for
the unexpired renial period, whereupon no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38, [f Lessee is adjudicated a bankrupt, or shall make an assignment for the benefit of creditors, or file a voluntary petition
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- ‘undér any law ¢having for ils purpose the adjudication of Lesses a bankrupt, or the extenslon of time of payment, composition, -
. adjustment,’ madificailon, selllement or satisfaction of the liabilities o! Lesses), or & racelver be appointed for the property of Lessee |
" by reason of the insolvency of Lessea, notwithstanding anything to the contrary. elsewhera in tho fease, Lessor shall heve the
“immediate right to terminate this lease and to take exclusive possession of the leesed premisas, Tha acceptance of rent or other
*‘payments for the use of tha leased premises shaii not censtitute a waiver of Lessar's right to lerminate this leasa as above setforth.if - -
- there are two or more Lessees hereunder, or if Lessee is & parinership, then the right of Lessor to terminate the entire lease shallbe - .
~exercisable in.case any one of the Lessees or pariners is adjudged a bankrupt or becomes subject 10 oF participates in any other - _ -
* proceedings or procedure hergin. mentioned. : D LT
- -39, If; at the explration of the term of this leass, any wells are being drilled by Lesses on the leased premises, of any ekisting -
wells are producing or capable of producing ofl or gas In paying quantities, bul are not being produced for reasons authorized under :
- this lease, Lessea shall have the opilon of renewing this lease as long thereatier as such substances are produced or capable of - . .
|- being produced to include drilling units a5 defined in paragraph 8 hereol, occupied by walls producing in paying quantities or wells - o
" in’ process of being diilled on the same acraige specified in paragraph 3 hereol, together with the sama rights provided for in -
‘paragraph 19, on and subect 1o the same royaities, terms, covenants and conditions as are hereln specified; provided, wiitisn nofice
from Lesse? of such renewal shall be received by Lessor not mora than six {6) months nor fess than thirty (30} days prior 1o the
-expiration of the original term hereof. -

40, This lease shall inure to the benefit of and be binding upon the respective heirs, administrators, executors, successors and
assigns of the parties hereto, but no assignment of this lease, or any sub-lease or agreement affecting this lease, or the leased
premises, or any interest therein, shail be valid, unless made with the consent of Lessor in writing, and no change in ownershipinthe..
jand or in the rentals of royalties shall be binding on Lessee until Lessee shall have feceived written notice of such transter or

assignment. All covenants, agreements and stipulations hereln contained shall run with tha property.

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

42 Time is of the essence of this lease.

43. Whera there is a gas well or wells on the feased premises or acreage unilized therewith a1 any time during which this [ease
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. Seid
o4 payment is due on or before ninety {00) days from the date of shut-in or the date on which the leased premises or a portion thereo!

5 are uniiized with lands on which there is a shul-in gas weil, and thereafier on or bafore the anniversary date of such payment guring
the period such well or wells are shut-in. Upon sald payment it shall be considered that such well or wells are produging gas in
commercial quanitites for alt purposes hereunder.

IN WITNESS WHEREOF, the parlies herelo have caused Lhese presents to ba executed as of the day and year first heretnabove

itten.
ke vre SUN EXPLORATION
& SOUTHERN FACIFIC LAND COMPANY . AND PRODUCTI!ON COMPANY READI%%%UM CO.
: 5
i By: %ﬂ- %A By: C‘jﬂ{)frlzlnﬁ'ﬂ‘ﬂh-—“ay- ////
T s T o Agent and Attorney-in-Facl r
Attest: CLoCp CHAZLES L MANGOM s _REL ] Ly

(.0, BECeE

Stenhen R:@l:ﬁz.‘i\zf'i, Bk Sy
:n "E’_J".\.‘ o

STATE OF OKLAHOMA
COUNTY OF TULSA

:l’tgg”;ﬁc’n.‘,égging instTument was acknowledged before me on this 18th day of February, 1983.

, by BT , LANDS of READING & BATES PETROLEUM CO.
S
. 1.
| - e g At
. ,(,_ e _,:‘.:' Lynne E/ Plumlee - Notary Public !
My Comifssion.Expires: 1100 Mid-Continent Bldg., 409 5. Boston Ave.
MaTeh 7, 1985 Tulsa, Oklahoma 74103 :
BIATE CF Colorado
COHRT!'OT Denvar
T _ The foregoing Instrument was acknowledged before me on this '17th day
o of _January , 1983, by CHARLES R, MAKGIM,as AGENT AND ATTORNEY-IN-FACT
¢ - - .0f BUNEXPLORATION AND PRODUCTION COMPARY.
. aAwrals dy hand and offictel sual.

1801 Broadway, Suita 1000
Denver, Colorado 80202




EXHIBIT “A"“

Attached _Eo and made,a part of that certain agreemegt:-

S 0s89L
. No RETR

dated December 1 , 1982 betwéen -

. GOUTHERN PACIFIC LAND COMPANY .and SUN EXPLORATION AND PRODUCTION

. cbﬁPA'mr' and READING & BATES PETROLEUM.CO.

MDM ) - E
Subdivision Sec. Twp. Rge. _Rhcres .
* A1l 3 29K 1)1 819.13
6,11 & - i :
* Ii;ts 32,0 5 298 49E ggg.gg
& Sk 5 298 49E .
* ilﬂ; 7 29N 49E 608.36
* Al 9 29N 49E 640.00
TOTAL 2,883.69
STATE QF CALIFORNIA *
3 City and County of San Francisco
.- Onshis . 20EN  asvar December

: . - . intheyear One Thoinand Nine Hundred and Eighty '!'WO
: before me, JAMES W. WATT, a Notary Public in amd fur the Ciy and County of Nan Francisee, Staie af California, persunally appeared

(Une Starkes Plana) R. A. Berger

Vice President_and General Manager

R /‘fff é‘ personafiy &n(ifm'.'u—mr for proved 1 aie on the basisaf sotisfeclory evidenee) 1o be 1 ke person who
JAMES s giu FORMA execuled the within instrument o president (or secretary) or on behalf of the Corporation therein
NOIJ‘:\'-‘RJF\F E&LEI%‘ BUSINELS 14 named ond acknowiedred fo me that the Corporation executed is.
¥ k o |
<l ) -
NEISCO -
ﬂn"n 'ﬁ’{.‘lus Juct ZIESJ .
e

IN WITNESS WHEREQF, t kave kereunta set my hond and effized my officiof scol ot my

office in the City and County of San Franeisco, the day and year in this ceriificete first above
wrifien.

Corporation 7
Notary Publicina f the City and County of San Francisco, St ilarni
My Commission Expires June 24, 1983 M Y Y ate of Catifarnia,
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