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| i " ORIGINAL PAPERS
OlL AND GAS LEASE

‘IS L - E madd in: duphcata ﬁhls FIRST day of DECEHBER o : .
and . betweel * SOUTHERN -PACIFIC LAND COMPANY,. a California’ corporallon, hereinaﬂar called “Lessm" and . SUN -
EXPLORATION AND PRODUCTION COMPANY As 10 an undivided 75% Imeres'l and HEADING & BATES PETHDLEUM CO

0" an undlvided 25% !meras!. hereinalter coueclwely caﬂed “l..&ssee

Tha! Lasor. in consrderallon of lha ubservanoe and iallhful performanoe by Lesses of all the provlslons contalned hererj :
hereby iense to Lessea for the term and purposes heremaﬂer set fnrlh all that certain property, sometlmas hereinatier referred - ’

! fa as “jeased premises”, In the County of EURFEA , State of NEVADA more padicularly- T
-:_‘_,descnbed on Exhlbrl “A" attached hereto end made a part hereof . S

Subject o easements, lsases and restrictions atiecting said property.
: For the purposes of this leasa, Lesses shall have the right fsubject 1o the provisions hersal and to the exienl of Lessor's
ownsship thersod) to explore, drill for and fo produce, extiact, take and remove all ofl end gas hereinafier referred 1o s ‘substances’,
containe? in sald property, to store Juid substances upon sald property, to locals, erect, construct, maintain, replace and operate
" .upon end in sald proparty such facilities and structures {except refinerss or topping gas plants) as may be necessary in the
production; treatment, slorsge or transportation of sald substances from said property, and to appropna!e and usa such waler gs
may be necessary for the above operstions.
' Resemng unto Lessor, ils successors and assigns, the right to construci, maintsin and use dilches, flumes, roads, lraus. tracks
- . 'and pipe, lelegraph, tolephons, signal, communication and power lines in, upon, over and across said property and the right touse - -
'sald property for eny and all olher purpases consistent with tha' rights herein leased to Lesses.

. -7 2..Thé-term of Whis Jeasa shall be for twenty-fiva (25) years, from and sfier the FIRST  _ day of DELMER
'19_.3l ‘untess. sooner termtnaled or forfartad either in whola or in part, as hereinafter provided.

3 Lessae agraas lo pay to Lessor a ca:.h rental of 3_6_..331_._3.8_._ in advance on the daie of delivery of this loase for the -

of the term hereof, and annisally theroafter, on or befors the first day of each successive ysar.
tal of $2.00 an acre per anrum In advance, pmvrded that rental shall not accrue or ba payebla for:
gas well on the dala when rental Is payable,
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(b)each 640 acre subdivision within the boundaries of the leased premises on which drilling is in progress on 1he dale when
rental is payable, or

(c}each 640 acre subdivision upon which there is a producing gas well on such date if no oil has been discoverad in paying
quanlities on tha leased premises or within ofiset distance, as provided in paragraph 16, and Lessee has determined, as
provided in paragraph 15, that conditions are not such as to indicate a reasonable probability of the discovery of oll on the
leased premises, or

{d)each “drilling unit” on which there is a producing oil or gas well, for any period during which Lessee is prohibited by law, or
by the orders, sules or regulations of a competent administrative authority, constituled by law and not by voluntary
agreement, from producing said substances lherefrom,

Unless otherwise designaied in an officlal drilling and spacing order of a regulalory authority having jurisdiction of the state

in which the leased premises are located, a *“drilling unit” as used in this lease shall be;

{1) a twenty acra subdivision, or Iess, if the average depth of the producing interval of wells deilled for oil shall not be mere
than four thousand (4,000) feet;

{2)a forly acra subdivision, or less, if the average depth of the producing interval of wells drilled for oil shall be greater than
four thousand {4,000) feel

Subject to the terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdivision as used herein shall be
either the North, South, East or West hail of a legal Government forty {40) acre subdivision, a forty {40} acre subdivision as used
herein shall be a fegal Government forty (40) acre subdivision, and a one hundred sixty (160) acre subdivision as used hersin shall be
a jegal Govemnment one hundred sixty (160) acre subdivision, all accerding to the Uniled States survey.

4. Except as herein otherwise provided specifically including Section 19 of this fease, the Lessee shall commence drilling an oil
or gas welf on the leased premises on or before five years from date hereof (referred to in Section 4 as “said data”), and shall
continue the werk of drilling such welt with due diligence until completion. After completion of the first well, Lessee shall commence
drilling anather well on sald leased premises within one hundred twenty (120) days and shall coniinuously operate at leasl one string
of tools in drilling wells en the feased premises, allowing one hundred twenty (120} days between the completion of one well and the
commencement of the next succeeding well until one oil or gas well producing from each productive zone has been completed lo
each drilling unit; provided, however, that if any well completed belfore said date shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilling the nexi well al any time before sald date. Nothing herein
shall limit the number of wells which Lessee may, al Lessee’s oplion, drillin excess of the number hereln specified, or the depih to
which any well may be drilled if Lessee should elect 1o drill below the depth specified. If Lessea has not commenced driliing of an oil
or gas well on the Jeased premises on or before five years from the date hereol, the rights, dut'es and obligations of Lessor and
Lessee under this lease shall ipso facio lerminale,

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

6. Except as hereinafter provided, Lessee shali deliver to Lessor, as royally, one-sixth {1/6th) of ihe net oil, petroleum and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Sald royalty shall be subject to deduction {rom the gress product; the quantity that may be consumed in the Lessee's
operations hereunder, and after making deductions for temperature at 60° Fahrenheit, boltom setilings and moisture according 1o
the American Petroleum Institute methods.

7. Lessee agrees to pay to Lessor as royalty one-sixth (1/6th) of the value of natural gas produced and sold from the feased
premises, and one-sixth (1/6th) of the value of residual dry gas sold after the processing of the wel gas produced in wells on the
leased premises, bul nothing in this agreement shall reauire the Lessee 1o save or markel natural gas or residual dry gas unless there
shalt be a surplus above fue! requirements, and a market at the wall therefor. Such vatug shall be determined by deducting (rom the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the leased premises. Lessee shall not be required to pay royalty for any natural gas or residual dry gas used in Lessee's
operations on the leased premises. Lessee shall not use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price to be paid lo the Lessor for ils one-sixth [1/6th) share of such gas.

8. (a) If the wet gas produced from said premises is processed {or the purpose of manufacturing natural gasoline andfor other
pelroleum products then Lessee shall pay 1o Lessor one-sixth {1/6th) of the tolal value of all natural gasoline and/er other petroleum
products recovered and saved from said gas, tess the cost of producing and selling the same, which cost shall include the expense of
operaling and mainlaining the plani and facilities used in the gathering and processing of said wet gas and the storage and shipping
of said gasotine and/or other petroleum products. In no event, however, shall the total of said cost of producing and selling exceed
fifty (50) percent of the total vatue of all natural gasoline and/for other petraleum products recovered and saved from said wel gas
computed in the manner hereinafter set forth. In computing the value of said gasoline and/or other petroleum products the gasoline
and/or other petroleum products shall, if sold by Lessee to third parties, be valued at the respective nel ax-1ax prices received by
Lessee from the sale thereof at the plant or plants where produced. i 'said gaseoline and/or olher petroleum products are retained by
Lessee for Lessee's own use, such products shall be valued al the respective ex-lax prices posted or eslablished for nalural gasoline

of like Reld vapor pressure and/or for other pelroleum products of the same quality produced in the same field during the same -

calendar month.

b} If any wet gas produced from said premises is sold by Lessee for the purpose of manufacturing natural gasoline and/or
other petroleum products on a basis whereby a royalty therein is reserved lo Lessee, payable in money, then the Lessee shall pay to
e Lessar one-sixth §1/6th) of the total amount of the royalty so reserved io Lessee, provided, however, that the amourd of royalty to
be pa: ! to Lessor hereunder shall be not less than one-sixih (1/61h) of fifty {50) percent of the tolal valua of such produrts so
manufactured.

{c) In the event wet gas produced from said premises is sold for the purpcse ol manufacturing naturat gasoline and/or other
petroleum products on 8 basis whereby a quantity of the natural gasoline and/or other petroleum products 1ecovered therefrom is
reserved 1o the Lessee as royally payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th) of the tolal value of said
natural gasoline and/or other petroleum products so reserved to Lessee, provided, however, thal the total amount to be paid 1o
Lessor hereunder shail be not less than one-sixth {1/6th) of fifty (50) percent of the total value of such products 50 recovered.

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

9. Unfess Lessor shall elect 1o receive its royalty oil in kind, the Lessee will purchase the royalty 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 situaled (effectiva at the tima of
removal from lease tanks) of all such oil so produced and saved by the Lessee from said wells and removed therefrom during the

preceding calendar monith, or (b} in the absence of a posted market price for such oil, the prevailing market price at the well or in
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the field (effective at the time of removat from lease tanks) of such oil, or (¢) in the absence of a prevailing market price the actual
price received by Lesses for such oil as said wells, or {d) in the absence of sales by the Lessee at the wells the reasonable value of
such oil; provided, however, that i the Lessee disposes of such oil et & price, Including bonus, in excess of the posted or prevailing
market price, the prica 1o be pald for such royally oil by the Lessee shall be the same price, including bonus, received by Lessee.

10. At Lessor's option, exercised not ofiener than once in any one (1} calendar year, and upon sixty (60) days’ previous written
notice, the Lessee will daliver the kind, free of cost to Lessor, the sald royalty oil. Should Lessor require that royalty oil be delivered in
«ind, Lesses, if requested by Lessor, will, withoul cost 1o Lessor, provide storage tanks on the leased premises sufficient to hold an
accumulation of not to exceed thirty (30) days' produciion of royalty oii and will place said royalty oil in storaga for the Lessor in said
tanks as and when it Is produced. Lessee snall ba in no manner responsible or held liabfe for loss or destruction of such stored cil
belonging to Lessor from causes over which Lessee has no control. Lessor agrees to remove the royalty ol so stored from sald tanks
as often as may be necessary to keep sutficient space available In sald lanks for current accumulations of royalty oil; No royalty shali
be due the Lessor for or on account of oli lost through evaporation, leakage or otherwise prior to the removal of same or delivery to
Lessor, If royalty oil shall be detivered in kind, If Lessee purchases the royalty oil, the Lessee may deduct thereirom a proporticnate
part of the aclual reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only in the event, however, that such oil is treated by the Lesses on or in the immediate vicinity of the leased premises. If the
Lessor shall elect 10 recelve royatiy oit in kind, such royally oil shall be of the same quality as that removed from sald leased premises
for the Lesseg’s own account, and if Lessee’s own cil shall be treated before removed, Lessor's oil will be treated therewith before
delivery thereof o the Lessor, and lessor in such evenl, shali pay a proportionale part of such reasonable cost of treatment.

11. All royalties payable and the price for ali such substances which shall be sold to the Lessee hereunder, under the terms
hereof, shall be pald by Lessee to Lessor on or belore the twenlieth day of the calendar month next succeeding that In which delivery
of such substances shall have been made to the Lessee under such sale, and all royally paid in kind shall be delivered to the Lessor
from lime to time as the same is oblained on said premises and stored and handled as herein provided.

12. The renlal and royalties hereinbefora provided for shali be in lien upon any and all of said substances removed from or
stored upon the leased premises, 6nd upon any improvemenis 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, shall ¢lean out the wells and do any and all other work required to
keep them in condition for production and the extraction of oll.and gas therefrom to best advantage. Except as hereln otherwise
provided, the Lessee will keep each well drilled on the properties covered by this lease producing to capacily consistent with good
operating practice.

14. This Lease shall be subject 1o all faws, statutes, rules and regulations herelolore or hereafier enacted or promulgated to
control, suspend or conserve oil or gas &nd oil or gas operalions, and, also lo any general agreement which Lessee may in good faith
enter inlo with other operators in the field in which the leased premises are situated, for a like purpose; and if compliance by the
Lessea with such laws, statutes, rules or regulations or wilh any such agreement shall hinder, delay or interfere with the carrying out
of any provisions of this lease, Lessee shall not be considered in defaull or be tiable to Lessor for any damage or injury suffered or
sustained on account thereo!, nor shall Lessee’s rights be subject to forfeilure by reason thereof, notwithstanding any provisions of
this fease; provided, that such agreements atfecling the leased premises shall not be for periods greater than one (1) year withoul the
Lessor's written consent, and provided, further, that no such agreement shall authorize Lessee to discriminate against said leased
premises in favor of any other properties owned, leased or operaled by the Lessee in the same field, nor excuse such discrimination
gither in the drilling or producing obfigations of the Lessee hereunder. Lessee will fumish Lessor with copies of any written
agreement for the voluntary curtailment of said production, and if there ere no such agreemenls, Lesses shall fumish Lessor with
copies of orders of the Oil Umpire, or any other authority having the power to make orders for voluntary curtailment. The Lessee
shall nol be considered in defaull because of any acts dong pursuant to or in reliance of any law or statuls, rule or regulation, here-
after declared unconstitutiona) or void prior to.a determination of such unconstilulionality or Invalidity by a court of fasl resort.

15. I gas is discovered in any well in paying quantities and Lessee shall detezmine that conditions are not such gs o indicate a
reasonable probability of the discovery ol oil on the leased premises, then the Lesses shall operate the leased premises for the
production ol gas. In such event, the drilling obligations shall be reduced so that the Lessee shall be required 1o drill not more than
one well 1o each ona hundred sixty (160) acres, or major fraction thereaf. For the purpose of this lease, a gas well skall be any well
producing gas only or producing ot a gas-oil ralio in excess of ten thousand (10,000) cubic feel per barrel, and an oit welt shall be
any well producing at a gas-oil ratio of ten thousand {10,000} cubic feet per barrel or less; provided, howaver, that any well, the liquid
production from which is a result of retrograde condensation, shall be considered & gas well regardless of the gas-oil ratio. I, atany
tater period, cil shalt be discovered in paying quantities 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. ol the boundary lines of the ieased premises, then this lease
shall revive as an oil lease, and all of the conditions herein stipulated as to drilling for oit shall become efiective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shall be subjeci to (i} the applicable

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

16. Subject 1o the terms and provisions of Section 14 and 26 of this lease. in the event an oil well is drilled on adjolning pro-
perty which is nol unitized with Lessor fands and completed in a zone the average depth of which is less than four thousand {4,000}
{aet and within three hundred hirty {320) feet, or is completed in & zone the average depth of which is grealer than four thousand
{4,000) feet and within six hundred sixty (660} feet, or in the event that a gas well is completed on adjoining property which is not
uniized with Lessor lands within thirleen hundred twenty (1,320} feet of 1he exlerior limils of any property al the time embraced in
this lease in each instance and oil or gas is produced therefrom in paying quanitites for a period af thirty (30) days, and the drilling
requirements under this lease are not fully complied with.and the owner of such well shall operale the same and market the oil or gas
therefrom, then, unless there is/a well then being drilled or on production on the leased premises within the applicable ofisel distance
from the common boundary line, the Lessee agrees to offsel such well by the commencement of drilling operatians within sixty (60)
cavs theresiter in the leased premises, and complete it at apptoximately the same distance from the common boundary line as said
well on the adjoining property is completed, and proceed dillgently and continuously to drill and complete said offset well to the zone
from which such well on the adioining property is producing: provided, however, that in the event Lesses is drilling an oil or gas well
upon the leased premises a1 the time of discovery of oil or gas on the adjoining property, the time for commencing the drilling of an
offset well shalt be extended untit ninety (80) days after the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, thal in no event shell said time be extended beyond six (6) months after the complelion =f
the vell on the adjoining property. For the purpose of salisfying drilling obligations heraunder, offset wells shall be considered as
other wells required to be drilled hereunder, provided, always thal Lessee agrees 10 space oll or gas wells on the leased premises

according to the same spacing of oll or gas wells on the adjolning property in order properly and effectively to offset production irom
wells on such adjoining property and prevent drainage from ihe leased premises.

17.-Drilling and producing operations hereunder may be suspended while the price offered generally to producers in the same
ficld for ofl of a gravity of 14° American Petroleum Institute Scale, or of any higher gravity, at 60° Fahrenheit shall fall below One
Dollar (51.00} per barrel at the wells; provided, howevar, that drilling or production from oHset wells shall not be suspended on the
teased premises unless the offsetting wells on ihe adjoining premiises aiso discontinua producing. . .
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18. Any obligations, covenants or conditions imposed upon the Lesses shall be suspended only while Lessee's compliance is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riots, delays in transportation, inability to
secure malerials, labor, driliing equipment or transporlation in the opan market, or intereronce by Governmental action, or any other
cause beyond the reasonable control of the Lesses, whether similar or dissimilar to the causes specifically mentioned. Il such
suspension ocecurs, the payment of any delay renlal duiing such suspension shail be excused and the lease ierm shall be extended
for a period of time equal to the period of such suspension and any such extention of the lease term. Lessee may resume the
payment or tender of rentals in accordance with Paragraph 3 hereof afler the period of suspension the proportionate part of the
rental for the rental year remalning after such period of suspension. Lessee’s obligation to pay royalty on oll and gas produclion
produced, saved and markeled shall never be suspended under this paragraph. Whenever Lessee would olherwise be required to
surrender any of the leased premises as an alternalive 1o the performance of any obligation under this fease and such obligation is so
suspended, then so0 long as such perdformance is suspended under this paragraph or other provision of this lease, Lessee shall not be
required to surender any portion of the leased premises.

It the permission or approval of any governmental agency is necessary belore drilling or other operations can be Tawiully
commenced on the leased premises, then if such permission or approval has been applied for at leas\ thirty (30) days prior 1o the
date upon which such operalions must ba commenced under the terms hereof, the obligation 10 commence such operations shall be
suspended until thirty (30) days alter the governmental permit is granted or approval given. If such permit or approval is denied
initially or at any time during the approval or permitting process eor is revoked alter issuance, then so long &s Lessee in good'lailh
appeals from such denial or revocation or conducts further proceedings in an atlempt 1o secure such permit or approval, the
obligation to commence such operations shall be suspended until thity {30} days after such governmental permit is granled or
approval given.

19. The Lessee may, at Lessed’s oplion, at any time surrender and quitclaim this fease as 1o all of the leased premises or as to
any one or more twenty (20) acre subdivisions thereof as herein defined, and shali be released from ali cidigations therealler arising
with respect to the premisas surrendered and quitelalmed, and in the case of & partial surrender and quilclalm all of the rental and
drilting obligations shall be reduced pro rata. At any time alter the completion of the first weli, or any subsequent well on the leased
premlses, Lessea may cease further drilling and if the fuil number of wells shall noi have been drilted Lessea shall thereupon surren-
der, and this lease shall thereupon terminate as 1o &ll of the leased premises, except drilling units cccupied by producing oil or gas
wells, each of which drilling units the Lesse may hold subject 1o the terms of this lease until abandoned or until the end of the tarm
thereof, and the extended term, if renewed as hereinafter provided. Each of said drilling units shall, in each.instance, conform to
subdivisions as defined in paragraph 3 hereol. Lessee shall have the right to do such things as may be necessary to keep such
dnilling units in the highest productive state, including the right to ream, clean out, deepen, re-work, re-drill, and to drill new wells
thereon to other zones in order 1o maintain or increase production, or to restore production if it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenanis or condilions of this lease, and failure to remedy the default
within thirty (30) days after receipt of written notice from Lessor so to do, then at the option of the Lessor this lease shall forihwith
cease and terminate, and all rights of the Lessee in and to said property shall be &l an end as 1o all sald properties, except that the
Lessee shall have the right to retain and hoid under this lease the area surrounding each well producing or being drilled, with respect
to which it is not in default 1o the samae extent and with the same rights as provided in paragraph 19 hereo! in the event of a surrender
by the Lessee. The waiver by Lessor of any breach o! any covenani or condition heteo! shall not be a waiver of any other or
subsequent breach hereof, nor of any other covenanl or condition hereof.

21. Upon surrender by the Lessee of said leased premises in whole or [n part or upon the termination of 1he Lessee's rights and
interests in and to the leased premises, or any part thereol, in any manner herein provided, the Lessee will quietly and peaceably
surrender possession thereo! to the Lessor and agrees to releass to the Lessor, its successors or assigns, all right, title and inlerest of
the Lessee in the jeased premises, or the portion thereo! in which the Lessee’s rights have terminated as herein provided. In the event
of a partial release of the property so released shall be subject to the easements and rights of way herein provided for and appurien-
ant 1o any part of the jeased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. if there are any rights, inlerests, claims, liens or encumbrances conveyed, created, done, made
or suffered by the Lessee. or anyone claiming under Lesseg &t the time of the release, Lesses shall take such actions, steps and
proceedings as may be necessary to lerminate and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do so al the sole expense of the Lessee, which expense, plus reasonable attomney’s fees, Lessee agrees lo pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lesser in wriling that to the best of Lessee’s information, knowledge and
betief no such righls, interests, claims, liens or encumbrances sfiect the lease premises released by Lessee.

22. Derricks, buildings and other structures, improvemenis, equipment, machinery and appliances ptaced by the Lesses on or
in the demised premises shali be and remain the personal property of the Lessee, and provided no detault shall at such time exist in
respeci of any payments or renlals or in respect of any covenants, agreements or conditions to be kept or periormed by the Lessee,
the Lessee shall have the righl during the term hereof, or &t any time wilhin sixty {60) days after the date of termination o! this lease
o remove from the l2ased premises all such personal properly, except casing in water wells purchased by Lessor; provided, further,
that the Lessee may extend the lime within which such personal property may be removed for a period not exceeding six (6)
months from such date of termination by paying to the Lessor monthly in advance a rental of Ten Dollars {$10.00) an acre a month
for each twenty {20) acre subdivision upon which any such personza! property remains. Any such personal property not removed
from said premises within said six (§) months’ period shall becorne the property of Lessor.

23. The Lessee agrees 1o keep full records of the operations upon and production and sales of said substances from sald
leased premises independently of and separate from any other premises operated by the Lesses; to notify Lessor promptly of
discovery of any of said substances in the leased premises.and 10 furnish to the Lessor on of before the twentieth day of each month
a true statement, in triplicate, of all production, deliveries and deductions in a form satisfaclory to the Lessor. All records of the
operations and productions and sales of said subslances from said leased premises shall, at all reascnable 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 formations encountered
ot drilled through, and cesing in each wel! in which driiling shall have been done on the lsased premises, and fumish Lessor a copy
therecf upon the completion of or the sbandonment of each well, and a true copy of all surace and subsurface surveys made of each
well drilled under this lease. Lessee will furnish all reasonable facilities for making such observations, measurements and records as
the Lessor may dosire and Lessor's duly appointed agents and representatives shall hava free and full access al their sole cost, risk
and expense to all of the wells and works and to all property in snd upon said leased premises.

25. Lessee agrees to conduct Lessea's operations so as to Interfere as fittle as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor, (o lay and maintain all pipe linas not less than thirty-six inches
{36 below the surface of tha ground; to fence all sump holes and excavations 1o safeguard livestock grazing on szid lend; to
provide substantiat gates at points where fences are cut by the Lesses; and 1o use reasonable care and diligance to prevent the
overtiow of oil or water which may be detrimental to vegetation on those portions of the leased premises which are suitlable for
grazing, sgricultural or horficultural purposes.

26. Lessee shall camy on Lessee’s operalions hereunder In a cureful and workmanlike manner, Lessee shall comply with any
and all applicable vatid stalutes, ordinances and governmenial orders and regulalions peraining to the exercise of rights leased here-
under and shall furnish 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 abandoned In compliance with applicable siatutes, ordinapces and
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27. Upon termination of this lease in any manner, or if any well {s abandoned the Lessee agrees to relevel the surdace of the
property involved, and to fill all abandoned sump holes and excavalions made by Lesses; to remove all darrlcks, tanks and tank
supporis, and if there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
removed H tha Lessor desires, and ditches opened up by ramoval of the plpe line and the ground made to conform to the natural
contour. Lessea will also remove all cement blocks or foundations which may have been placed on the leesed premises, and any and
all other supporis placed by Lessee or permitted by Lessee to be placed on said leased premises and which, in any manner, interdere
with the use thereof.

. 28, Lesses agrees lo reloase and to indemnify and save harmless Lessor, the surface owner of sald properly, the heirs,
personaf representatives, successors and assigns of the surface owner, and any corporation affiliated with, owned or controlled by
Southern Pacific Company, a corporalion, from and agalnst any and all claims, causes of action, liabllity, costs and expanses arising
out of Infuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whatsoever, directly or indirectly
resulting from or caused by the occupancy ol, or operations of Lessee on, the leased premises or properly adiacent thereto, or the
existence of cil wells, gas wells, derricks, pipe lines or tanks or appurtenances thereo!, 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, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therelrom,

29, Lessea agrees o pay before delinquency all taxes and assessments which have been or shall be tevied and assessed on the
mineral rights in the leased premises, and on fhe buildings, structures, equipment and olher personal property or improvements
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belenging to
Lessor. Lessee may deduct up to one-sixth (1/61h) of the laxes and assessments on mineral rights in the leased premises in each
fiscal yoar, pald by Lessee, from the royallies due and payable to Lessor for production during each successive twelve months'
peried subsequent to the day and month in sucn fiscal year on which the first instaliment of such taxes and assessments become
delinquent. The above amount of the laxes and assessments for a parficular fiscal year so paid shall be deductible only from the
royallies 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 to pay 1o Lessor annually, wilkin lifteen days after demand, an amount equal to five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or occupied by the
leased premises (excepl on buildilg;f, structures and other improvements thereon not owned, malntained or used by Lessea} for tha
fiscal year beginning July 1, 19. , prorated from _DECEMBER 1, 1982 to June-30, 19 and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any proguction or severance lax camputed or based upan production
of oll, gas or other mineral substances which may be imposed by the Federal Guvernment, the State of California, or any of its

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

30. Either party may pay the entire amount of any delinquent taxes or assessmenis which shall constitute a lien on sald leased
premises and which should have been paid belore delinquency by ths other pary as hereln provided, and penalties and inlerest
thereon, and shall ba entitled to reimbursement from the other narly of the part of the taxes and assessments herein agreed to be
paid by such other party, and of the entire amouni of the penalties and interesl. Penallies and interest on delinquent taxes and
interest on paymenis made pursuant 1o this paragraph shail not be apportioned with the principal amount of taxes and assessments
in making such annual adjusiments, bul shall be borme entirely by the party obligated to pay the tax or assessmert before
delinquency.

31. Lesses shall not commence drilling inlo or through the leased premises or construct, alter or repalr slructures or
improvements of any character, excepl emergency repairs, upon said property until after written noftice thereof is glven 10 Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees 10 pay infull
all persons who perform labor or services on, furnish materials joined or atfixed 1o, or provide equipment for, said property, or the
construction, te-construction, repair or placement of any structure improvement on said property, at Lessea'’s instance or request.
Lessee shall nol permil or suffer liens of any kind or nature to. be enforced against sald property for such lzbor, services, materials of
equipment. Lessor shall have the right to pay any amount required to release any such lien or liens, or to defend any action brought
thereon, and to pay any judgment entered therein and the Lessee shall be lizble to the Lessor for ail costs. damages &nd reasonable

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

22, Lessee agrees fo pay 1o Lessor interes! at the rate of 10% per annum upon any and all amounts whalsoever due under this
tease to Lessor from the dale payment of each such amount is due and owing o 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 sald amounts, unless such payment

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

23 if Lessor shall bring suil 1o compel performance of, or to recover for breach of any covenant or condition herein contained,
or for declaralory relief, and prevails therein, Lessee agrees to pay to Lesser reasonable attorney fees in addition 0 the amount of
judgment and cosis.

34, All payments 1o the Lessor shall be made to it at One Markel Plaza, San Francisco, California 84105, bul Lessor may at any
time by nolice 1o Lessea change the place of payment.

35. Any demand, notice or statemenl herein requested or required 10 be given by one party to the other shall be in wriling.
Defivery of such written nolice or statement to Lassor shall be conclusively taken as sutficient il and when deposited in the Uniled
States Mai), with postage thereon fully prepaid, cerified or registered, addressed to Lessor a1 One Markel Plazs, San Francisco,
California 94105, and delivery of such notice or statement to the Lessea shall be conclusively taken as sufficient if and when
deposited in the United Stales Mail, with postage thereon {ully prepaid, cenified or registered, addressed to Lesses at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202. Any party hereto may, by wrilten notice, change his or its address 1o which such
demands, nolices or statements may be sent.

36. This instrument Is a iease and is not and shall not ever be held or inlerpreted to be & mining parinership or parinership of
any kind, or In any sense whatsoever; the intention of the parties hereto beirg to establish and creale hereby between themselves
only the relationstip of Lessor and Lessee in accordance wilth the terms, provisions, condilions, covenants, reservations and
agreements nerein sel forih.

47. It is agreed that in case Lessea shall, except by Lessor, be lawiully deprived of the possession of said premises, or any part
thereof, Lessee shall notify Lessor in writing setting torth in full the clrcumstances in relation therelo, whereupon the Lessor may, at
its option, either reinstall Lesses in possession of the leased premises or terminate this lease as fo the premises or the part thereof,
the possassion of which Lesses is so deprived, by giving nolice in wriling fo the Lessoe to that effect and al {the same time paying, or
tendering with such notice, to the Lessee the sum of One Hundred Dollars {$100.00). ptus the pro rata amount of any rental, thereto-
fore pald in advance by the Lesses under the provisions of paragraph 3 hereof and appficable to said pramises, of such portion, for
the unexpired rental pericd, whereupon no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession-shall be chargeable against Lessor.

38. 1f Lessee is adjudicated a bankrupt, or shall make an assignment for the benefil of creditors, or file a voluntary petition
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under any law (having for its purpose the adjudication of Lessee a bankrupt, or the extension of time of payment, composition, -
adjustment; modification; setitement or satisfaction of the liabilities of Lessee), or a recelver be appointed {or the property of Lessee .
"7ty reason of the insolvency of Lessee, notwithstanding anything to the contrary elsewhers in the lease, Lessor shall have the
.. .immediate right to terminate this lease and to take exclusive possession of the leased premises. The acoeplancé_ of réﬂ_l or other
- payments for the use of the loased premises shall not constitute a waiver of Lessor's right to lerminate this lease as above set forth. If
thera are two or more Lessees hereunder, or if Lessee is a partnership, then the right of Lessor to terminaie the entire lease shall be -
-~ . exercisable In case any one of the Lessees or partners is adjudged a bankrupt or becomes subject to or participates in any othér
- ‘proceedings or procedure herein mentioned. Co :

739.°if, at the expiration of the term of this Isase, any wells are being drilled by Lessee on the leased premises, or any existing’ ~© -

" walté are producing or capable of producing oil or gas In paying quantities, but are not being produced for reasons authorized under -

- . this lease, Lessee shall have the option of renewing Ihis lease as tong thereafter as such substances are produced or capable of: .
. being produced to include drilling units as defined in paragraph 3 hereof, occupled by welis producing in paying quantities or wells .~

“In process of being drilled on the same acreage specified in paragraph 3 hereof, together with the sama rights provided forin = .-
paragraph 18, on and subject to the same royalties, terms, covenants and conditions as are herein specified; provided, written notice -~
from Lassea of such renewal shall be recelved by Lessor not more than six (6) months nor less than thidy (30) days prior to the - -
"expiration of the original term hereof,

- . - 40. This lease shall inure to the benefit of and be binding upon the respeclive heirs, adminlstralors, executors, successors and
assigns of the parties héreto, but no assignment of this lease, or any sud-lease or agreement affecting this leass, of the leased
premises, or any intarest therein, shall ba valid, unless made with the consent of Lessor in writing, and no change in ownership inthe .
tand or in the renlals or royalties shall be binding on Lessee until Lessee shall have recelved wrillen notice of such trensfer or
assignment. All covenants, agreements and stipulations hereln contained shall run with-the property.

41. 1 there be more than one [essee named herein the term “Lessee™ shall designale the plural number, and the obligations of
the Lesses hereunder shall be joinl and several

42 Time is of the essence of this lease.

43. Where there is a gas well or wells on the leased premises or acreage unitized therewith at any time during which this lease
is In effact, and such well or wells are shul-in, Lessee shall pay as royalty lo Lessor the sum of $1,280. per well per year. Said
P payment is due on or before ninety (90) days from the date of shut-in or the date on which the leased premises or a poriion thereof
E &re unitized with 1ands on which there is a shut-in gas well, and therealter on-or belore the anniversary date of such payment during
e the period such well or wells are shut-in. Upon said payment it shall be considered thal such well or wells are producing gas In
comemercial quanitites for all purposes hereunder.

1IN WITNESS WHEREQF, the parlies herete have caused these presents o be execuled as ol the day and year lirst hereinabove

K written.

SUN EXPLORATION )

i SOUTHERN PACIFIC LAND COMPANY - AND PRODUCTION COMPANY READING & BATES ‘PETRCLEUM CO.

:;f //}U/{ i \/ '
e By: 5 E /”{Z.rr{zd..—- py L/ LPF i
E Agent and Atorney-in-Falt ¥, L

———

cH preLES L. [\'\PINé.Dﬂ\ Its:

R U. Uttle, Yice Prasiden!

STATE OF CALIFORNI;I_.' % 5 > ! .- t ot

— s

City and County of San Francisco

Onthis__ 20 ;'D day of ”ecem, ber inihe year Ore Thousand.\'fﬂrHundn'd'andEighr)' Two
befare me, JAMES W. WATT, a No:ary Public in and for the City and County of San Froncisco, State of Celifornie,
10 Mushet Hash) R. A. Berger

Vice President and General Manaaer

personally knm.\'n o me for proved 10 me on the basis of sotisfaciory evidence) to be the person who
executed the within instruenent g5 president (or secreiary) or on bohalf of the Corporation therein
ramed and acknowledged to mr that the Corporation executed ii.

personally apprared

—— T

IN WITNESS WHEREOF, | have hercunio set my hand and affived my officiaf seal at my

office in the City and Couniy of San Froncisco, the day and year in this cortificate first above
wriiien.

Corporaiion

T_"f‘._‘ el Eo e s ol T e T T P —
My Commission Exgires June 24,1983 Norary Public i ar The City aod Couny of San Franciseo, S1atc of Califginia,

STATE OF OKLAHOMA )
COUNTY :OF TULSA. ) >°¢

R TLLLLAL S N

L --'t?.ThE-f'fQ €going instrument was acknowledged before me on this 18th day of February, 1983,
R. L. LIT F ,.‘as “VICE PRESIDENT, LANDS, of REABING & BATES PETROLEUM CO.

- i D Lot

i Lori F. England - Notary pAblic
L%: 1oy f\\\\AffiXéd ,-;I 1100 Mid-Continent Building
AT EY i “ " -

\mﬂ B 5 - Tulsa, Oklahoma 74103

Lape e X s
-Hy Commissibn Expires
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LY
. STATE OF. Colorado
" COBNTI DF Denver _

'e foregoing 1nstnunent VAE ar.knowledged bafore ma on: this 28th d.y

;i hy 1983, by CHARLES R, mcuu a8 AGENT Arm A‘i“r it
E.xpwmnou AND_FRODDCIION coumr'n ) ORNEY~IN-FACT -

V", sm!,“

G, /‘7 ﬁ
 Hotary Public

--1B01 Broadway, Suite- 1000
Denver. Colorado ~ BD202

EXAIBIT "A"

Attached to and made a part of that cexrtain agreement

No. 05903 dated December 1 , 1982 between

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

MEM
Subdivision Sec. Twp. Rge, Acres
* Jotsl, 2 & &
5l of NEXx - 1 298 S51E 148.65
* Al 3 2948 51E ‘ 617.04
« NEX 11 299 SiE 160.00
* Wik 13 30N S5IE 160.00
* Al 23 oN  S1E 640.00
* FEk 25 . 308 SIE 160.00
® A1l 27 308  S1E 640,00
&« An 35 30§ SIE 640.00
T0T

AL 3.165.69

RECORDED AT REQUEST OF
let 2 r
BooKk_ o _PAGE_L73,

*Reserved Mineral Interests

BIAPRIG Al 14
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EUREKA COURTY,
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FILE HO. ._&21.'157_

FEE 810 .0
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