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' ORIGINAL PAPERS

HIS LEASE, upticale this _Frﬁ___ day of - DECEHBER Ll
and - between _UTHERN - PACIFIC LAND COMFANY a. California . corporalion. heremaﬂer_ called "Lessor" and SUN
EXPLORATID AND. PRODUCT!ON COMPANY. As to dn undw:ded 15% Enterest, and READING & BATES PET ROLEUM CO. &5
to an- undivided, 25%  interest,’ hareinaﬂer collectwely called "Lessee - i

rha ? oonslderallon of Ihe observanoe a.nd Iailhfui perlormance by Lessae of all lha provisions contalned herein,
does | hereby laase to Lm for the lerm and purposes herelnaﬂar set forth all that certain proparly somallmas herelnaﬂer refarred
toas Ia&sed pramlses in the &mnty of ___EI.IBEK.&.._.__ . State’ of __NEVATIA Ltk ’ more partlcularly
d&;cnbed on Exhabit "A" aﬁad'led hereio and made a par hereol'. . . A S

Subject lo easements, leases and restriclions aHecting said property.

For the purposes of this leasa, Lessee shall have the right (subjeci to the provisions hereof and to the extent of Lessor's
- . awnesship thereof) to explora, drill for and to produce, extract, take and remove &ll ol and gas hereinafier relerred Lo as ‘substances’,
" contained in° sald property, to store said substances upon said property, to locale, erect, consiruct, mainlaln, replace and operate
pon und in ssid propery such’ facilities and struclures (except refineries or topping gas planis) as may be Necessary in the
) pfon.x:um. treatrent, storage or transportation of sald substances from said property, and to appropriate and use such water as
" -may bé necessary for the ebova operallons, .
- Raemng unto Lessor, its successors and assigns, the right fo construcy, maintaln and use dilches, flumes, roads, tralls, tracks .
_and pipe. 'lelegmph, |elaphona signal, communication and pawer lines in, upon, over and across sald property and the nght to usa
- sald propesty for-any end all other purposes consistent: with ihe rights hereln leased 10 Lesses. .
"2, The term of this lease ‘shell be for twenty-fiva (25) years, from and &fier the BIRST __ day of .DEGEEBER

: :19_32. unless sooner terminated or forletled, gither In whole or in part, as hereinalier prowded

B Lessee agrees to pay to Lessor a cash rental of 2,147 16 in advance on tha daté of delivery of this lease for the'

~_of the term hereof, end ‘annually thereaher, o or before the first day of each’ successiva year

I’rsl yﬂnr _—
. of the term hemof a cash renial of $2.00 an acre per annum in advance, provided that rental shall not accrue or ba payabla for:

(a)aach 'dntlmg unit™ upon whith thers is & produc.ng ofl or gas well on the date when rental Is : payabla,
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(b)each 640 acre subdivision within the boundaries of the leased premises on which drilling Is in progress on the date when
renial is payable, or

{c}each 640 acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paying
quar!titias on the leased premises or within offset distance, as provided in paregraph 16, and Lessee has determined, ac
provided In paragraph 15, that conditions are nol such as to Indicate a reasonable probability of the discavery of oil on the
leased ' premises, or

{d)each “drilling unit” on which there is & producing ol or gas well, for any period during which Lessee is prohibited by law, or

by the orders, rules or regulations of a competent administrative authority, constiluted by law and not by voluntory
agreement, from producing said substances therelrom.

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

in which the leased premises are located, a “drilling unil” as used In this lease shall be:

{1} a lwenty acre subdivision, or less, if the average depth of the producing interval of wells drilled for oil shall not be more
than four thousand (4,000) feeli

(2)a forty acre subdivision, or less, i the average depth of the producing interval of welis drilled for oil shall be grealer than
four thousand (4,000) feet

Subject to the terms and provisions of Seclions 14 and 26 ol this lease, a wenty (20) acre subdivision as used herein shall be
gither the North, South, East or Wes! half of a tegal Government forty {40) acre subdivision, a forty {40) acre subdivision as used
herein shall be a legal Government forty {40} acre subdivision, and a one hundred sixty (160) acre subdivislon as used hereln shall be
& legal Govemnmenl one hundred sixty (160) acre subdivision, all according to Ihe United States survey.

4. Except as herein otherwise provided specifically Including Section 19 of this fease, the Lessea shall commence drilting an oil
or gas well on the leased premises on or before five years from date hereof (referred to in Section 4 as “sald date™, and shall
continue the work of drilling such well with due diligence until completion. Atter completion of the first well, Lesses shall commence
drilling another well on said leased premises within one hundred twenty (120) days and shall continuously operate at ieas! one string
of tools in drilling wells on the leased premises, allowing one hundred twenty {120} days between the.completion of one wall and the
commencement of the next succeeding well until one oil or gas well producing from each productive zong has been completed to
cach drilling unit; provided, however, that if any well compleled 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 next well at any time before said date. Nothing herein
shall Kimit the number of wells which Lessea may, al Lessee's oplion, drill in excess of the number herein specified, or the depth to
which any well may be drilled if Lessce should elect to drill below ‘he depth speciiied. If Lessee has not commenced drilling of an oil
or gas well on the leased premises on of before five years from the date hereof, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso facto terminate.

5. A well shall be deemed completed when {a} formations or mechanica! difficulties are encountered which, in Lessee’s
judgement, would render further drilling ol said well unprofilable or unsuceessiul, and because of such fact active drilting gperations
therein are discontinued, or (b} it has been drilled 1o basement rocks, and active drilling operations thereon are discontinued, or
(c} Lessee has ceased drilling operations thereon and il has been put on regular production and is producing oil or gas in quanitiles
deemed by Lesses sufficient to pay 1o pump of otherwise secure and save.

6. Except as hereinafter provided, Lessee shall deliver to Lessor, as royalty, ong-sixth (1/6th) of the nel oil, petroleum and other
hydrocaibon substences, produced and saved from said leased premises in each calendar month.

Sald royalty shall be subject lo deduction from the gross product; the quantity that may be consumed in the Lessee's
operations hereunder, and after making deductions for temperature al 60° Fahrenheit, bottom setllings and moisture according to
the American Petroleum’ Instiiute methods.

7. Lessee agrees to pay lo Lessor as royalty one-sixth (1/6ih} of the value ol natural gas produced and sold from the leased
premises, and one-sixth (1/6th) of the value of residual dry gas sold atter the processing of the wet gas produced in wells on the
leased premises, but nothing in 1his agreement shall require the Lessco to save of market natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a market at the well thetefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and residuzl dry gas the cost ol compressing and delivering ke same to the pipsa fine of the
purchaser on the leased premises. Lessee shalt not be required to pay royally for any natural gas or residual dry gas used in Lessea’s
operations on the leased premises. Lessee shall not use any natural gas or residual dry gas oH the leased premises uniess and until
\he Lessor and the Lessee shall first agree upon the price to be paid to the Lessor for its one-sixth (1/6th) share of such gas.

8. {a) If the wel gas produced from said premises is processed for the purpose of manufacturing natural gasoline and/or cther
petroleum produsts then Lesses shall pay lo Lessor one-sixth {(1/61h} of 1he 1otal value of all natural gasoling and/or other pelroleum
producis recovered and saved from said gas, lsss the cost of producing and seling the same, which cost shall include the expense of
operaling and maintaining the piani and facilities used in the gathering and processing of said wet gas and the slorage and shipping
of said gasoline and/or other pelroleum products. In no event, however, shall the lotal of said cos! of producing and selling exceed
fity {50} percent of the iotal value of all natural gasoline and/or other petroieum products recovered and saved from said wet gas
computed in the mannes hereinafier set forth. in computing the value o said gasoline and/or other petraleum products the gasgline
andfor other petroleum products shall, il soid by Lessee 1o third parties, be valued at the respective niet ex-lax prices received by
Lessee from the sale thereof at the plant or plants where produced. If said gasoline and/or other petroleum products are relained by
Lessee for Lessed's own use, such products shall be valued at the respeclive ex-tax prices posted of established for natural gasoling
of like Reid vapor pressure and/or for other petroieum producis of the same quality produced in the same field during the same
calendar month.

(b) il any wet gas produced {rom said premises is sold by Lessea for the purpose of manuiaciuring natural gasoline and/or
oiner petroleum products on a basis whereby a royalty therein is reserved 1o Lessee, payable in money, then the t essed shall pay to
the Lessor one-sixth {1/6th) of the total amount of ihe royalty so reserved to Lesses, provided, however, that the amouni of royalty to
be paid to Lessor hereunder shail be not tess than one-sixth (1/6ih) of fifty {50) percent ol the total value of such products 50
manutaciured.

tcy In the event wet gas produced from said premises is sold for the purpose of manufacturing natural gasoline and/or other
petlroleum products on a basis whereby a quantity of the nalural gasoline and/or other petroleum products recovered therefrom is
reserved 1o Lha Lessee as royally payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th} of the total value of said
nalural gasoline andfor other pelioleum producis so seserved 1o Lesses, provided, however, that the total amount to be paid to
Lessor-hereunder shall be not less than one-sixth (1/6th) of fifty (50) percent of the tolal value of such producls so recovered.

{d) The value of the nalural gasoling and/or olher petroleum produtts manufaciured and recovered under paragraphs b)
and (¢) above shall be established in the same manner as oullined in paragraph (a) above.

9. Unless Lessor shall clect to receive its royzlty oit in kind, the Lessee will purchase the royally oit from the Lessor {a) st the
highest posted avaitable rmarket price of the oil at the well, or in the field in which the wells are siluated (effective at the time of
rernoval from lease tanks) of all such oil so produced and saved by the Lesses from said wells and removed therefrom during the

preceding calendar manih, or (b} in the sbsence of a posted markel price for such oil. the prevaifing market price al gf \gil aﬂ .
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the field {sffective at the time of removal from lease tanks} of such oil, or (¢} in the absence of a prevailing market price the actual
price recelved by Lessee for such oil as sald wells, or (d) in the absance of sales by the Lessea at the wells the reasonable value ol
such oil; provided, howevar, thet if the Lessee disposes of such oll at a price, Including bonus, in excess of the posled or prevailing
markel price, the price 1o be paid for such royalty oil by the Lessee shall be the same price, including bonus, received by Lesses.

10. Al Lessor’s option, exercised nol oftener than once in any one (1) calendar year, and upon sixty (60) days' previous written
notice, the Lessee will deliver the kind, free of cost to Lessor, the salid royalty oil. Should Lessor require that royally ofl bo delivered in

" kind, Lesses, if requasted by Lessor, will, without cost to Lessor, provide siorage tanks. on the leased premises sufficlent to hold an

accumulation of not to exceed thiry (30 days' produclion of royally olt and will placa said royalty oil in storage for the Lessor in said
tanks a5 and when it is produced. Lessee shall be in no manner responsible or held liable for loss or destruction of such stored oil
belonging to Lessor from causes over which Lessee has no control. Lessor agrees to remove the royalty oil so stored from sald lanks
as often 85 may be necessary to keep suificient space available In said tanks for current accumulations of royalty oil. No royaity shall
ba due the Lessor for or on account of oil lost through evaporation, leakage or otherwisa prior lo the removal of same or delivery to
Lessor, i royally ol shall be delivered in kind. Ii Lessee purchases the royalty oll, 1he Lessee may deduct therelrom a proportionate
part of the actual reasonably cost of treating unmerchantable oii produced from the leased pramises o render the same merchant-
able only in the event, howsver, that such oil is treated by the Lesses on or in the Immediate vicinity of the leased premises. if the
Lessor shall elect to receive royalty ot in kind, such royalty oil shall be of the same quality as that removed from said leased premises
for the Lessee’s own account, and il Lessee's own oil shall be treated before removed, Lessor's oil will be {reated therewith before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proporiionale part of such reasonable cosl of treatment.

11. Al royalties payable and the price for all such substances which shall be sofd to the Lessee hereurder, under the terms
hereof, shall be paid by Lessee to Lessor on or before the twentieth day of the calendar month nexi succeeding that in which delivery
of such subslances shall have been made 10 the Lessee under such sale, and all royalty paid in kind shall be delivered to tha Lessor
from time to time as the same is obtained on sald premises and stored and handled a3 herein provided.

12. The rental and royalties hereinbefore provided for shall be in lien upen any and all of said substances remaved from or
stored upon the leased premlses, and upon any improvements and personal propery 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 compleled by the Lessee,
shall be placed upon preduction and shall {hereatier be operated by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lesses, from time Lo lime as necessary, shall clean out the wells and do any and all other work required to
keep them in condition for produclion and the extraction of oil end gas therelrom 1o best advantage. Except as herein otherwise
provided, ths Lesses will keep each well drilled on the properties cavered by this tease producing to capacity consistent with good
operaling practice.

14, This Lease shall be subject to all laws, statutes; rules and regulations heretofore or hereafter enacted or promulgated 10
control, suspend or conserve oil or gas and oil or gas aperations, and, also to any general agreement which Lessea may in good faith
enter into with other operators in the field in which the leased premises are situated, for a like purpose; and if complianca by the
Lessee with such laws, statutes, rules or regulations or with any such agreement shall hinder, delay or interfera with the carrying out
of any provisions of this lease, Lessee shall not be considered in default or be liabie to Lessor {or any damage or injury sullered or
sustained on account thereol, nor shall Lessen's rights be subject to forfeiture by reason thereof, notwithsianding any provisions of
this lease; pravided, that such agreements aflecting the leased premises shalj not be for periods greater than one {1) year withoul the
Lessor's wrilen 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 operated by the Lessee in he same field, nor excuse such discrimination
gither in the drilling or producing obligations of the Lessee hereunder. Lesse will furnish Lessor with copies of any writlen
agreement for the voluntary curailment of said production, and il there are no such egreements, Lessee shall furnish Lessor with
copies of orders of the Qil Umpire, or any other authority having the power to make orders for voluntary curtailment. The Lessee
shall not be considered in defauli bacause of any acls done pursuant o of in reliance of any law or statute, rule or regulation, here~
aler declared unconstitutional or void prior to a determination of such uncanstilutionslity or invalidity by a court of tast resort.

15. If gas is discovered in any well in paying quantities and Lessee shall determine that conditions are nol such as to indicate a
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligations shall be reduced so that the Lessee sha!l be required to drill not more than
one well to each one hundred sixty (160) acres, or major fraction thereof. For the purpose of this lease, a gas well shall ba any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand (10,000} cubic feet per barrel, and an oil well shall ba
any well producing al a gas-cll ratio of ten thousand {10,000) cubic feel per barre! or less; provided, however, that any wefl, tha liquid
production from which is a result of retrograde condensation, shall be considered & gas well regardless of the gas-oit ratio. 1, et any
fater period, oil shall be discovered in paying quantilies on the leased premises or in tha event thal oil is discovered in paying
quantities in any well within offset dislance, 25 provided in paragraph 16, of the boundary lines of the teased premises, then this lease
shall revive as an oil lease, and all of the conditions herein stipulated as o drilling for oil shall become eflective commencing with
such discovery of oL, Provided, hawever, the foregoing terms and provision of this Section 15 shall be subject to (i) the applicable
rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are ocated. and (ii}
Section 3, 14 and 26 of this lease.

16. Subject to the terms and provisions ol Section 14 and 26 of this lease, in the event an oll well Is drilled on adjoining pro-
perty which is not unitized with Lessor lands and completed in a zone the average depth of which is less than four thousand (4,000}
feet and within three hundred thirty (330} feet, or is completed in a'zone the average depth of which is greater than four thousand
(4.000) Teet end within six hundred sixty (660} feet, or in the event that 2 gas well is completed on adjoining property which is not
unitized with Lessor lands within thirteen hundred fwenty {1.320)feet of the extarior limits of any ptopery at the time embraced in
this lease in each instance and oll or gas is produced therefrom in paying quanitites for a period of thirty (30) days, and the drilfing
requiremants under this tease are not fulty complied wilh.and the owner of such well shall operate the same and markel the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the leased premises within the applicable offsal distance
from the common boundary ling, the Lesses agrees to offsel such well by the commencement of drifiing operations within sixty (60)
Jdas thercaftar in the leased premises, and complete it at approximately the same distance from the common boundary line as said
well L the adjoining property s compleled, and proceed diligently and continuously to dril and complete said offset weli (o the zone
from which such well on the adjoining property is producing; provided, however, that in the event Lesses s drilling an oil or gas well
upon the leased premises st the time of discovery of oil o gas on the adjoining praperty, the time for commencing the drilling of an
offset well shall be extended until ninety {80) days after the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, that In no event shall said time be extended beyond six (6) months afier the completion of
the well on the adjoining properly. For the purpose of satistying drilling obligations hereunder, offset wells shall ba considered a5
other wells required to be drilled hereunder; provided, always that Lessee agrees 1o space oil or gas wells on the leased premises
according to the same spacing of oil or gas wells on the adjoining property in order properly and effectively to offset production from
wells on such adjoining property and prevent drainage {rom the leased premices.

17. Drilling and producing operations hereunder may be suspended while the price offered generally 1o producers in the same
Tiedd for oil of a gravity of 14° American Petroleum Institute Scale, or of any higher gravity, at 60° Fahrenheit shall fall below One
Dollar {$1.00) per barrel at the wells; provided, however, that drilling or preduction from offset wells shall not be suspended on the
ieased premises unless the offsetting welis on the adjoining premises also discontinua producing. B[][]K l | 0 FAGE 2 0 |
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18. Any obligations, covenants or conditions imposed upon the Lessee shall be suspended only while Lessee’s compliznce is
prevenied by the elements, declared or undeclared war, fire, accidents, strikes, lockols, tiots, delays in transportation, inability to
sacure materials, labor, drilling equipment or transportation In the open market, or interference by Governmentat action, or any other
cause beyond the reasonable control of the Lessee, whether similar or dissimilar to the causes specifically mentioned. If such
suspension occurs, the payment of any delay rental during such suspension shall be sxcused and the lease term shall be extended
for a period of fime equal to the pericd of such suspenslon and any such extention of the lease term. Lessee may resumo the
paymant or tender of rentals in accordance with Paragraph 3 hereol after the period of suspension the proportionate part of the
rental for the rental year remalning after such petiod of suspension. Lessee’s obligalion to pay royally on oil and gas production
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lessee would ctharwise ba required to
sutrender any of the leased prernises as an allernative to the performance of any obligation under this lease and such obligation is so
suspended, then 5o [ong as such performance is suspended under this paragraph or other provision of this lease, Lessea shali not be
required to suwender any portion of the leased premises.

if the permission or approval of any governmental agency is necessary betore drilling or other operations can be lawfully
commenced on the leased premises, then if such permission or approval has been applied for at least thirty (30) days prior o the
date upon which such operations must be commenced under the terms hereof, the obligation to commence such operations shall be
suspended unti! thirty £30) days after the governmental perrnit is granted or approval given. If such permit or approval is denled
initiatly or &t any time during the approval or permitting process or is revoked after issuance, then so long as Lessee in good failh
appeals from such denial or revocation or conducts further proceedings in an atlemp! 1o secure such permit or approval, the

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

19. The Lessee may, al Lessee’s option, at any lime surrender and quilclaim this lease as to all of the leased premises or as to
any one or mov twenty (20) acre subdivisions thereof as herein defined, and shall be released from all obligations thereafler arising
with respeci to the premises surrendered and quilclaimed, and in the case of a partial surrendar.and quilctalm all of the rental and
drilling cbligations shall be reduced pro rata. At any lime atter the complelion of the first well, or any subsequent well on the leased
premises, Lessee may cease furlher drilling and if the full number of wells shall not have been drilled Lessee shalithereupon surren-
der, an3 this lease shall thereupon terminate as to all of the leased premises, except drilling units occupled by producing oil or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease until abandoned or unti! the end of the term
thereol, and the exiended 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
drilling units in the highest productive state, including the right to ream, clean out, deepen, re-work, re-drill, and to drill new welis
thereon to other zones in order to maintain or increase produgtion, or to restore production If it shall ceass from any cause.

20. Upon the violation by Lessea of any of the lerms, covenanls or conditions of this lease, and faliure to remedy the default
within thirty (30) days afler receipt of writlen notice from Lessor so to do, then al the option of the Lessor this lease shall torthwith
cease and terminate, and all rights of the Lessee in and to said properly shall be at an end as to all said properties, axcept that the
Lessea shall have the right to retain and hold under this lease the area surrounding each well producing or being drifled, with respect
to which it Is not in default to the same extant and with the same rights as provided in paragraph 19 hereof in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall not be a waiver of any other or
subsequent breach hereof, nor of any other covenant or condition hereof.

21. Upon surrender by the Lessea of said feased premises in whole or in part or upon the termination of the Lessee's rights and
interests in and to the leased premises, or any part thereo!, in any manner herein provided, 1he Lessee will quietly and peaceably
surrender possession thereof to the Lessor and agrees to releasa 1o the Lessor, its successors or assigns, all right, title and interast of
the Lesses in the leased premises, or the portion thiereof in which the Lessee's rights have terminated as herein provided. tn the event
of a partial refease of the property so reteased shall ba subjecl 1o the easements and rights of way herein provided for and eppurien-
ant to any part of the leased premises relained by the Lesses, and the Lessea shall furnish to the Lessor a map showing the location
of such easements and rights of way. Il there are any rights, interests, claims, liens or encumbrances conveyed, created, done, made
or suffered by the Lesses, or anyone claiming under Lessee at the time of the release, Lessea shall take such actions, steps and
proceedings as may be necessary 10 terminate and extinguish any such rights, inieres, liens and encumbrances, failing inwhich,
Lessor may do so al the sole expense of the Lessee, which expense, plus reasonabla attorney’s fees, Lessea agrees 1o pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in writing that to the best of Lesses’s information, knowledge and
belie! no such rights, interests, claims, liens or encumbrances affect the lease premises released by Lessee

22, Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lesses onh or
in the demised preimises 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 to be kept or performed by the Lessee,
the Lessea shall have the right during the term hereof, or at any time within sixty (60} days after the date of termination of this lease
10 remove from the leased premises all such personal property, excepl casing in water wells purchased by Lessor; provided, further,
that the Lessee may extend the time within which such personal property may be removad for & period nol exceeding six (6)
months from such date of lerminalion by paying 1o the Lessor monthly in advance a rental of Ten Dollars {$10.00) an acre a month
for sach twenty (20) acre subdivision upon which any such personal property remains. Any such personal property not removed
from said premises within sald six (6) months’ period shail become the properly of Lessor.

23. The Lesseo agrees 10 keep full records of the operations upon and production and sales of sald substances from said
leased premises independently of and separale {rom any olher premises operaled by the Lesses; to notify Lessor promplly of
discovery of any of said substances in the leased premises and 1o furnish to the Lessor on or before the twentieth day o! each month
a true statement, in triplicate, of al! production, deliveries and deductions in a form satisfactory to the Lessor. All records of the
operations and productions and sales of said substances from said leased premises shall, at all reasonable fimes, be open to the
inspection of Lessor's agems end representalives.

24, Lessee will keep an accurate log and casing record showing the progress of drilling, character of formations encountered
or dritled through, and casing in each well in which drilling shall have been done on tha leased premises, and furnish Lessor a copy
{-eceof epon the completion of or the abandonment of each well, and a trua copy of all surface and subsurface surveys made of sach
well G=lled undzr this lease. Lessae will furnish ail reasonable facilities for making such observations, measurements and records as
the Lessc: may desire and Lassor's duly appointed agenis and representatives shall have free and full access at their solo cost, risk
and expense to all of the wells and works and to all property in and upon said leased premises.

25, Lessen agrees to conduct Lesses’s operations s0 as to Interfere as liftle as is consistent with the economical and ordinary
use of the premises for the purposes hereln reserved by the Lessor, 10 {ay and maintain all pipe lines not less than thirty-six inches
(367 below the surface of the ground; to fence all sump holes and excavations to safeguard livestock grazing on sald land: to
provide substantial gates at poinls where fences are cul by the Lesses; and to use reasonable care and diligance o prevenl the
overilow of oil or water which may be detrimental to vegetation on those portions of the leased premises which are suitable for
grazing, agriculldral or horticulturat purposes.

26. Lessee shall carry on Lessea’s operations hereunder in a carstul and workmanlike manner. Lessee shall comply with any
and all applicable valid slatutes, Grdinances and governmentat orders and regulations pertaining to the exercise of rights leased here-
under and shall furnish such evidence of L.essee’s compliance therewith as may be required by Lessor. Lessea shall furnish evidence
satisfactory 10 Lessor that abandoned wslls have been properly ebandoned in compliance with applicable statutes, ordinances and

governmental orders and regulaiions. A BDOK ‘ l 0 PAGEZOZ
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27. Upon termination of this lease in any manner, or if any well s abandoned the Lessea agrees to refevel the surface of the
propeity involved, and to {ill all abandoned suinp holes and excavations made by Lesses; to remove all derricks, tanks and tank
supporis; and i there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
removed if the Lessor desires, and ditches opened up by removal of the pipe line and the ground made 10 conform to the natural

contour. Lesses will also remave all cemen! blocks or foundations which may have been placed on the leased premises, and any and -
“all dther. supporis placed by Lesses or permitted by Lessea to be placed on said leased premises and which, in any manner, interfere

with the usa-thereol.

- 28 Lmsee agrees to release and to indemnify and save harmless Lessor, the surface owner of said property, the helrs,
personal representatives, successors and assigns of the surface owner, and any corporation affiliated with, cwned or controlted by
Southern Pacific Company, a corporation, from and agalnst any and all claims, causes of action, liability, costs and expensss arising

- out of Injuries to, or deaths of, all persons whomsoever, and loss of, or damags to, all properly whatsoaver, directly or indirectly
- resulting from or caused by the occupancy of, or operations of Lessee on, the leased premises or property adjacent therelo, or the
_ existence of oll wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lessee on sald leased premises of -

property adjacent thereto. Including, without limiting the generality of ihe foregoing, the breakage of pipe lines, tanks or other
equipment or the escape or loss of ofl, pelroleum products, gas, water or fire therefrom.

28." Lesses agrees to pay before delinquency all laxes and assessments which have been or shall be [evied and assessed on the
mineral rights in the leased premises, and on the buildings, structures, equipment and other personal property or improvements
placed, maintained or used by Lessee on the loased premises, and on the mineral substances stored thereon and not belonging to
Lessor. Lessee may deduct up to one-sixth (1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fisca) year, paid by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months’
period subsequent lo the day and month [n such fiscal year on which the lirst installmen! of such tases and assessmenis become
definquent. The above amount of the taxes and assessments for a particular fiscal year s0 pald shall be deductibla only from the
royatties due and payable during the lwelve months' period which immediately succeeds the date of delinquency of the first
instaliment in such fiscal year. Lessee agrees to pay to Lessor annually, within filteen days afier demand, an amount equal {o five-
sixths of the rea! properly taxes and assessments paid by Southern Pacific Land Company on the lang overlying or occupied by the
leased premises (except on buildings, structures and other improvements thereon not owned, maintained or used by Lesses} for the
fiscal year beginning July 1, 18 , prorated from DECEMBER 1, 1 to-June 30, 1983 _ and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severance tax computed or based upon production
of oil, gas or other mineral substances which may ba imposed by the Federal Governmenl, the State of Cslifornia, or any of ils
political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said {axes as Lessor's shares of the taxes on the
mineral rights.

30. Fither parly may pay the entire amount of any delinquent taxes or assessments which shall constitute a lien on =eid !eased
premises and which should have been paid before delinquency by the other party as herein provided, and penatties and inleres!
thereon, and shall be entitled fo reimbursement {rom the other party of the pan of the taxes and assessments hereln agreed to be
paid by such other party, and of the entire amount of the penaliies and interest Penatlies and inlerest on delinquent taxes and
interest on payments made pursuant to this paragraph shall not be apportioned with the principal amoun! of taxes and assessments
in making such ennual adjustments, but shall be borne enlirely. by the party obligated to pay the tax or assessment before
delinguency.

33. Lessee shall not commence drilling into or through the leased premises or construct, alter or repair structures or
improvements of any character, excepl emergency repairs, upon said property until after writlen notice thereol is given to Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessea agrees to pay in full
all persons who perform labor or services on, furnish materials joined or affixed to, or provide equipment for, said property, or the
conslruction, reconstruction, repair or placement of any struclure improvement on said property, at Lessee's instance or request.
Lessee shall not permit or suffer liens of any kind or naiure 10 be enforced against said property for such labor, services, malerials or
equipment. Lessor shall have the right to pay any amount required to release any such fien or liens, or 1o defend any action brought
thereon, and to pay any judgment entered therein and the Lessee shall be liable 10 the Lessor for all costs, damages and reasonable

attomey’s fees, and any amounts expended in defending any proceedings, of in the payment of any of said liens or any judgement
obtained therefor.

32, Lessee agrees lo pay to Lessor interest at the rate ot 10% per annum upon any and all amounts whatsoever due under 1his
lease to Lessor from the date payment of each such amount is du2 and owing to Lessor or from the date of each breach by Lessee cf
an obligation hereunder, as the case may be, to the date of receip! by Lessor of each payment of said amounts, unless such payment
is tendered or paid to Lessor within 30 days afier the date a payment is due and owing hereunder to Lessor or the dat2 of such
breach, as the case may be.

a3, 1f Lessor shall bring suit to compel c=rformance of, or 1o recover for breach of any covenant or condition herein contained,

or for dectaratory relief, and prevails therein, Lessee agrees to pay to Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34, Al payments to the Lessor shall be made to il st One Market Plaza, San Francisco, Calilornia 94105, but Lessor may at any
time by nolice to Lessez change the place of paymenl

45. Any demand, notice or statement herein requested or required 10 be given by one party to the other shall bo In wriling.
Delivery of such written notice or statement to Lessor shall ba conclusively 1aken as sufficient if and when deposited in the Uniled
Stales Mail, with postage thereon fully prepaid, ceriified or registered, addressed to Lessor at One Market Plaza, San Francisco,
California 84105, and delivery of such nofice or stalement 10 tha Lessee shait be conclusively taken as sufficient if and when
deposited in the United States Mail, wilh postage thereon fully prepaid, cerified or registered, addressed {o Lessea al 1000 Trinity
Building, 1801 Broadway, Denver, Colorado B0202. Any party herelo may, by writien notice, change his or its address 1o which such
demands, notices of statements may be sent.

36 This instrumaent Is a lease and is not and shail not ever be held or interpreted 10 be a mining partnership or parinership of
any xind, of in any sense whatsoever; (he intention of the parties hereto being to establish and create hereby between themselves

only the relationship of Lessor and Lessee in accordance with the lerms, provisions, conditions, covenants, reservations and
agreements herein sel forth.

7. 1t is agreed thatin case Lessee shall, excepl by Lessor, be lavAully deprived of the possession of said premises, or any part
thereol, Lessee shall notify Lessor In writing setting forth in full the eircumstances in relation thereto, whereupon the Lessor may, at
its option, either reinstall Lessea in possession of the leased premises or ferminate this ease as 1o the pramises or the par thereo!,
the possession of which Lessee is so deprived, by giving nalice In writing lo the Lessee 10 that effect and at ths same time paying, or
tendering with such notice, to the Lessee the sum of One Hundred Dollars ($100.00), plus the pro rata amount of eny renlal, therelo-
fore paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicable to said premises, or such porlion, for
the unexpired renlal period, whereupon no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shail be chargeable against Lessor.

35. if Lesses is adjudicated a bankrupt, or shail make an assignmen? for the benelit of creditors, or file a voluntary petition
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) undar any law (having for its purpose the adjudication of Lesses a bankrupt, or the extension of time of payment, composition,
adjustment, modification, settiemant or satislaction of the liabilities of Lessea), or a receiver be appolnted for the property of Lessee-

- by reéson of the insolvency of Lessee, notwilhstending anylhing to the contrary elsewhere in the iease, Lessor shall have the
-, Immediate right to terminate this lease and to take exclusive possession of the leased premises. The acceplance of rent or other -
- - payments for the use of the leased premises shall not constitule a waiver of Lessor's right to lerminale this lease as above set forth. f )

there are two or more Lessees hereunder, or if Lessee is B partnership, then the right of Lessor to terminate the entire lease shall be - -

.* ekercisable in case any one of the Lessees or pariners is adjudged a bankrupt or becomes subject to or participates in any other -
- progeedings or _procedpre herein mentioned. . :

. .7 39. If, a1 the explration of ihe term of this lease, any wells are being drilled by Lessee on the leased premises, or any existing -
‘weills 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 this lease as long thereafter as such substances ara produced or capable of '
being produced to inctude drilling units as delined in paragraph 3 hereof, occupled by wells producing in paying quantities or wells
in"process of being drilled on’ the same acreage specified in paragraph 3 hereof, together with the same rights provided forin -
paragraph 19, on and subject to the same royalties, terms, covenants and conditions as are herein specilied; provided, written notice

from Lessee of such renewal shall be received by Lessor not more than six (&) months nor less than thirty {30} days prior to the
expiration of the original term hereof.

40, Thiz lease shall inure to the benefit of and be binding upon the respective heirs, administralors, executors, successors and
assigns of tha parties hereto, but no assignment of this lease, or any sub-lease or agreement affeciing this lease, or the leased
premises, or any interest therein, shall be valid, unless made with the consent of Lessor in wriling, and no change in ownarship inthe
tand or in the rentals or royalties shall be binding on Lessee unlil Lessee shall have received written notice of such transfer or
assignment. All covenanis, agreements and slipulations hersin contained shall run with the property.

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

42 Time is of the essence of this lease.

43, Where there is a gas well or wells on the leased premises or acreage unitized therewith al any lime during which this lease
is in effect, and such well or wells are shut-in, Lessee shalt pay as royalty to Lessor the sum of $1.280. per well per year. Said
payment is due on or before ninety {90) days from the date of shut-in or the dale.on which the leased premises or a portion thereof
are unitized with lands on which there is a shut-In gas well, and thereatier on or before the anniversary date of such payment during
the period such well or wells are shul-in. Upon said payment it shall be considered that such well or wells are producing gas in
commercial guanitites for all purposes hereunder.

IN WITNESS WHEREOF, the pariies hereto have caused these presents to be executed as of the day and year first herelnabove
witten.
SUN EXPLORATION )
SOUTHERN PACIFIC LAND COMPANY - AND PRODUCTION GCOMPANY READING QE,ATES;,PET RC_)_LEUM CO.

By: ML:’P MNensew— B’""{ ; //lZ?fé/ 2
- o

By

Agert and Attormey-in-Fokt

CRALLES €. MANGAM s

Allest

0.0, BERGEL

STATE OF OKLAHOMA )} __.
COUNTY OF TULSA )

ping- instTument was acknowledged before me on this 18th day of February, 1983,

°\ fhefrores

l)f.‘g".,cer Llﬁfﬁ;, a5 VICE PRESIDENT, LANDS, of READING & BATES PETROLEUM CO.
e Ty b < B

o - s"“y... e L=} %

* ‘-;‘um!sﬁé'cqy hznd /of—f_icfal&‘ seal. (_;/ . /
-‘3“‘ sy : ‘\‘\ Tori F. England - Notary
o i 1100 Mid-Continent Buildirg
My E;? . { - b 409 South Boston Avenue
anilaky 14,1985 g - Tulsa, Oklahoma 74103
ErATE OF Coloredo
CUURTY OF Denvar
IR - ‘17th _dsy
The forsgoing instrument was acknoviedged before me2 on this
" ‘of Januar i 1083, by CRARLES R. MANGTM ,as AGENT AND ATTORNEY~1H-FACT
- of SUN EXPLORATIOR ARD PRODUCTION COMPARY. )
T et e - . i
/ . u{fess pyihand and offictal suals . . .
- LM, UEE _
: as—. _March 3, 1985

A{ Fsk‘gd ./‘

8 dway, Buite X
?,,ﬁieﬁf"?;o::im ;Mynm | O PASE2 04




EXHIBIT "A"

A_ﬁtééhéd to and made a part of that certain'agréemen_t_-' '

05904

subdivision

% Lots 1 & 2

‘% A1l
TOTAL

STATE OF CALIFORNIA ‘ .
City and County of San Francisco

© SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

"~ COMPANY and READING & BATES PETROLEUM CO.

dated Deé'ember'l_' ., lag2 _biert"ve'eﬁ

MDM :
Sec. Twp. Rge. Acres
1 308N 51E 60.77
11 30N S51E 1,012,81

onsis_ 20tD__deyos DECEMDEY

before me, JAMES W, WATT, ¢ Nowary Public in and for the
R. A. Berger
Vice President and General Manager
personally known 1o me for proved lo me on the basis of setisfoctory evidencej ta be the psrson whe
executed the within insirument as presideni (or secretary) or on behalf of the Corporation therein
nomed ond acknowledeed to me thot the Corporation execufed if.

1One $arket Plazal

AT

SAMES

NOTARY PUBU%, El.?slbl‘f;(s)ﬂ;lh
FRIM‘E#‘ s of

NCISCD
Lt 24, 1503 |

Wy Co=missieh Erpires
A

Corperation

My Commission Expires June 24, 1983

1.073.58

s yoat One Thousand Nine Hundred and Eighty THO

City and Couniy of San Francisco, Stale of California, personally eppeared

IN WITNESS WHEREOF, 1 have heteunto sl my hand and uffived my official seal at my
office in the Ciiy und Couniy of San Francisco, the day and year in thiy orrrificate fust above

written.

Notary Public in, ;i

or the City atlTi‘E.Jl;ﬁf'Of S:n?;i:dﬁ?g;é}ngali_fnrnia. -
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