" \Approved us 1o form by ‘Ganeral Consel, .Jamumfi 19151 B 8'7399 o

(As Amended July 1, 1981 & October 29,181} OR‘[G'[NAL | APERS | i - P
OIL AND GAS LEASE :

st day ot DECEHBER

EXPLORATIDN AND PFIODUCTION COMPANY As toan undwlded 5% inleresl ‘and READING & BATES PEr RDLEUM CO as,: :
an:undivided 25% inleresl heremaﬂer colleclwely called "Lessea - : : ; |

- That L&ssor, In oonsiderallon of the ohsewanca nnd fallhful parlormanoa by Lessee of a!l the provlsluns oonla[ned hemin. :
_does hereby leasa to Lessee for the term and purposes he:elnaﬂer set forth, all that certain proparty sometimes herainalter relerred :

. 1o°as "eased premises™, in the Gountyof - EURFRA - Stale of NEVADA . ©° - mora parllcularly o
o id_eecnbed on Exhibit "A™ ‘attached hereto and mads a part hereol. . . o e

- Subject to easements, leases and restrictions sHecling sald property.

For the purposes of this Jeasa, Lessee shall hava the sight {subject to the provisions herec! and to the extent of Lessors

ownuriip thereod) 1o explore, drill for and to produce, extract, take and remove all oft and gas hereinatler referred 1o as ‘substances’,

* contained In said property, 1o store sald substances upon sald property, lo tocate, erect, construct, mainialn, replese and operste

upen and In sald property such facilities and struclures (except refinaries or topping gas planls) as may be necessary in the-

pmducuon, treatment, storage or transportation of said substances from said property, and o appropriats and use such water as

may be necessary for the abova operations.

- Resenving unto Lessof, ils succassors and assigns, the right to conslruct, meintain and use ditchas, flumes, roads, tralls, tracks

" and pips, telegraph, lelephone, slgnai sommunication and pawer lines in, upon, over and across sald property and the right to usa

_'-.said property for-any and all other purposes consistent. with tha rights herain leased to Lesses. :

L.l 2. The lerm ol this, Ieass shali be for twenty-fiva {(25) years, from and after the _FIRGT . day of .DE(‘JEI."IB.ER
S 1Q_' ; unla'.s sooner termmaled or forfenlad either In whole or In-part, es hereinafter provided.

S - 3. Lessee agreﬁ ln pay 1o Lessor a cash rental of § 6,338,80 . in advance on the r.lale of delivery of thls leasa lur the -.
T f'rsl year_ K . C . of the term hereof and annually ‘thereaftsr, on or betors the first day of each successive year'. :

_":,_o! ihe__term hersof a cash ‘rental of $2.00 an acre per annum in advance, provided that rental shall not accrue or be payable fors
'(é)a.a_ch "dnlhng unit® upon which there Is a° producmg oil or gas wall on the date when rental is payable, -
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{b)each 640 acre subdivision wilhin the boundaries of the leased premises on which drilling is in progress on the date when
renta! is payable, or

(c)each 640 acre subdivision upon which there is a producing gas wall on such date if no oil has been discovered in paying
quanlities on the leased premises or within offset distance, as provided in paragraph 16, and Lessea has determined, as
pravided in paragraph 15, ihat condilions are not such as 1o indicate & reasonable probability of the discovery of oil on the
leased premises, or

(deach “drilling unit” on which there Is a producing oll or gas well, for any period during which Lesses Is prohibited by law, or

by the orders, rules or regulations of a compelent administrative authority, constituted by law and not by voluntary
agreement, from producing said substances therelrom.

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

in which the leased premises are localed, a “drilling unil® as used in this lease shall be:

{1) a twenty acre subdivision, or less, il the average depth of the producing interval of wells drilled for oil shail nol ba more
than four thousand (4,000} leet;

{2)a forty acre subdivision, or less, if the average depth of the producing interval of walls drilled for oil shall be greater than
four thousand (4,000} feeb

Subject to the terms and provisions of Seclions 14 and 26 of this lease, a twenty {20} acre subdivisien as used herein shall be
either the North, South, East or West halt of a legal Government forty (40) acre subdivision, a forly {40) acre subdivision &s used
herein shali be a legal Government forty {40) acre subdivision, and a ene hundred sixty (160} acre subdivision as used herein shall ba
a legal Government ong hundred sixty (160} acre subdivision, all according to the United States survey.

4, Except as herein olherwise provided specifically Including Section 19 of this lease, tha Lessea-shall commence drilling an o}
or gas well on the leased premises on or before five years from date hereof (referred to In Section 4 as “said date™), and shall
conlinue the work of drilling such well with due diligence until completion. After compietion of the first well, Lessee shali commence
drilling another well on said leased premises wilhin one hundred twenty {420} days and shall continucusly operate at leas! one slring
of tools in drilling wells on the leased premises, allowing one hundred twenty {120) days belween the completion of one well and the
commencement of the next succeeding well unti! one oil or gas well producing from each productive zone has been completed to
each drifling unit; provided, however, that if any well completed before said date shall prave to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilling the next weil at any lime before said date. Nothing herein
shall fimit the number of wells which Lessee may, at Lessea's oplion, drill in excess of the number herein specified, or the depth to
which any well may be drilled if Lessee should elect to drill below the depth specitied. I Lesses has not commenced drilling of an oft
or gas well on the leased premises on or before five years from the date hereof, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso facto terminale.

%. A well shall be deemed completed when {8} formations or mechanical difficulties are encountered which, in Lesses’s
judgement, would render further drilling of said well unproficable or unsuccessful, and because of such fact aclive drilling operations
therein are discontinued, or (b} it has been drilled to basement rocks, and active drilling operalions thereon are discontinued, or
{c) Lessee has ceased drifling operations thereon and it has been put on regular production and is producing oit or gas in quanitites
deemed by Lessee sufficient to pay to pump or otherwise secure and save.

6. Except as hereinafter provided, Lessee shall deliver lo Lessor, as royalty, ene-sixth (1/6th} of the net ¢il, petroleumn and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shall be subject to deduction from the gross product; the quantity that may be consumed In the Lessee's
operations hereunder, and atter making deductions for temperature at 60° Fahrenheil, botlomn settlings and moisture according to
the American Petroleum Institute methods.

7. Lessee agrees lo pay o Lessor as royalty one-sixth (1/6th) of the value ol nalural gas produced and sold from the leased
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
feased premises, but nothing in this agreement shall require the Lesses o save or markel natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a market at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the leased premises. Lessee shall not be required to pay royatty for any natural gas or residual dry gas used in Lessee's
operations on the leased premises. Lesses shall not use any natural gas or residual dry gas off the leased premises unless and uniil
the Lessor and the Lessee shall firsl agree upon the price to be paid to the Lessor for its one-sixth {1/6ih) share of such gas.

8. {a) If the wel gas produced from said premises is processed {or the purpose of manufacturing natural gasoline and/or other
petroleum products then Lessee shall pay to Lessor one-sixth {1/6th} of the total value of all natural gasoline and/er other petroleum
products recovered and saved from said gas, less the cost of producing and selling the same, which cost shall include the expense ol
operating and raintsining the plant and facilities used in the gathering and processing of sald wet gas and the storage and shipping
of said gasoline andfor other patroleum producis. In no evenl, however, shali the total of said cost of producing and selling excead
fifty (50) percent of the total valus of ali natural gasoline and/or other petroleum products recovered and saved from said wel gas
computed in the manner hereinafier set forth. In computing the value of said gasoline and/or other pelroleum products the gasoline
andfor oiher petroleun products shall, il sold by Lessee to third parties, be valued at the respective net ex-tax prices received by
Lessee from the sale thereof at the plant or plants where produced. If said gasoline and/or other petroleum products are retained by
Lessee for Lessee's own use, such products shall be vatued al the respective ex-1ax prices posted or established for natural gasoline
of lixe Reid vapor pressure and/or for other petroteum-products of the same quality produced in the same field during the same
catendar month.

(b) §f any wet gas produced from said premises is sold by Lessee for the purpase of manufacturing natural gaseline and/or
oher nehiciewsn products on & basis whereby a royally therein is reserved 1o Lessee, payeble in money, then the Lessee shall pay to
the Le. s0r one-sixth (1/6th) of the talai amount of the rayaity so reserved to Lessee, providsd, however, that the amount of royalty to
be paid o lLessor hereunder shall be aot less than ore-sixth (176th) of fifty (50) percent of the total value of such products so
manufaclured.

{£) in the event wel gas produced from said premises is sold for 1he purpose of manufacturing natura) gasoline and/or other
petroleum producls on a basis whereby a quanlity of the natural gasoline and/or other petroleum products recoverad therefrom is
resarved 10 the Lesses gs royalty payable In kind, then Lessee shall pay lo the Lessor one-sixth (1/6th) of the tolat value of said
natural gasofine andfor other pelroleum products so reserved to Lesses, provided, however, that the total amount to be paid 1o
Lessor hereunder shall be not fess than one-sixta (1/6th) of fifty (50) percent of the lotal value of such products so recovered.

{d) The value of the natural gasoline and/or other petroleum produets manufaciured and recovered under paragraphs (b)
and {c) above shall be established in the same manner as oullined in paragraph {a) above.

9. Unless Lessor shall elect to receive its rayally ofi in kind, the Lesses will purchase the royalty oil from the Lessor (a) &t the
highes! posted available market price of tha oil at the well, ar in the field in which tha wells are situated {effective at the time of
remova! from lease lanks) of all such oil so produced and saved by the Lessee from sald wells and removed therefrom during the

preceding calendar month, or (b} in the absence of & posted markel price for such oil, the prevailing market price &t the well or in )
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the field (effective at tha time of removal from lease tanks) of such oil, or {c) in the absence of a prevailing market price the actuat
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 oll; provided, howaver, that if the Lessee disposes of such oil at 8 price, including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royalty oll by the Lessee shall ba the same price, including bonus, recelved by Lessee.

10. At Lessors oplion, exercised not oftener than once In any one (1) calendar year, and upon sixty (60} days' previous written
notice, the Lessee will deliver the kind, fres of cost to Lessor, the said royally o0il, Should Lessor requira that royaliy oil be delivered in
kind, Lessee, if requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sufficient {o hold an
accumuiation of not to excead thirly (30} days’ production of royalty oil and will place said royalty oil in storage for the Lessor in said
tanks as and when it is produced. Lessee shall be in no manner responsible or held liable for Joss or destruction of such stored oi
belonging to Lessor from causes over wnich Lessee has no control. Lessor agrees to remove the royalty il so stored from said lanks
as often as may be necessary 1o keep sufficient space available In said tanks for current accumutations of royalty oi!, No royalty shall
be due the Lessor for or on account of oil lest through evaporation, leakage or otherwise prior to the removal of same or delivery to
Lessor, if royalty off shall be delivered In kind. if Lessee purchases the royally oi), ihe Lessee may deduct therefrom a proportionate
pan of the aciua! reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only In the event, however, that such cil is treated by the Lessee on or in the immediate vicinity of the leased premises. If the
Lessor shall elect to receive royally oil in kind, such royaity oll shall be of the same quality as that removed from said leased premises
for the Lessee's own account, and if Lesses’s own oll shall be treated before removed, Lessor's oil will be treated therewith before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proportionate part of such reasonable cost of treatment.

11. All royalties payable and the price for all such substances which shall be sold to the Lesses hereunder, under the terms
hereof, shall be paid by Lessee to Lessor on or before the twentieth day of the calendar month next succeeding that in which delivery
of such substances shall have baen made 1o Ihe Lessee under such sale, and all royalty paid In kind shall be delivered to the Lessor
from time to time as the same is obtained on sald premises and stored and handled as herein provided.

12. The rental and royalties heteinbefore provided for shall ba in lien upon.any and all of said substances removed from or
stored upon the leased premises, and upen any improvements and personal property ol ihe Lessee upon said leased premises.

13. Subject to the terms and provisions of Seclion 43 of this lease, each producing well, as soon as.completed by the Lesses,
shall be placed upon production and shall thereatier be operated by Lessee diligently and continuousty, and in-accordance with
sound oil field practice. Lessee, lrom time 1o lime as necessary, shall clean out the wells and do any and all other work required 1o
keep them in condition for production and the exlraction of oil and gas therefrom 1o best advanlage. Except as herein otherwise
provided, the Lessee will keep each well drilled on the properties covered by this lease producing to capacity consistent with good
operaling practice.

14. This Lease shall be subject to all laws, statutes, rules and tegulations heretolore or hereafter enacled or promulgated to
control, suspend or conserve oil or gas and oil or gas operations, and, also to any general agreement which Lessee may in good faith
enter into wilh othier operators in the field in which the leased premises are situated, for a like purpose; and if compliance by the
Lessee with such laws, statutes, rules or regulations or with any such agreement shatl hinder, delay or interfere with the carrying out
of any provisions of this lease, Lessee shall not be considered in default or be liable ta Lesser for any damage or injury suffered or
sustained on account thereo!, nor shall Lessed’s righls be subject to forfeiture by reason thereof, notwithstanding any provisions of
this lease; provided, that such agreements atfecting the leased premises shall not be for periods greater than one (1) year without the
Lessor's written consent, and provideg, further, that no such agreement shall authorize Lessee to discqiminale against said leased
premises in favor of any other properties owned, leased or operated by the Lessee in the same tield, nor excuse such discriminalion
either in the drilling or producing obligations of the Lessee hereunder. Lessee will furnish Lessor with copies of any writlen
agreement for the voluntary curlailment of said production, and if there are no such agreements. Lessee shal furnich Lessor with
copies ol orders of the Oil Umpire, or any olher authority. having the power fo make orders for voluniary curtailment. The Lesses
shall not be considered in default because of any acls done pursuant to or inrefiance of any 1aw or statuts, rule or reguiation, here-
after declared unconstitutional or void prior to a determination of such unconstitutionality or invalidity by a counl of last resort.

15. 1 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 Lessea shall operate the leased premises for the i
i production of gas. In such evenl, the drilling obligations shall be reduced so that the Lessee shall be required to drll not more than ;
; one well 1o each one hundred sixty (160) acres, or major {raclion thereof. For the purpose of this lease, a gas well shall be any well
: producing gas only or producing a1 a gas-oi! ratio in excess of ten thousand {10,000) cubic feet per barrel, and an oil well shall be
any well producing at a gas-oil ratio of ten thousand (10,000) cubic feel per barrel or less; provided. however, that any well, the liquid
production from which is a result of retrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. II, at any
later period, oil shall be discovered in paying quantities on the leased premises or in the eveni that oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary tines of the leased premises, then this lease
shall revive £s an oil lease, and all of the conditions herein stipulated as 1o drilling for oil shalt become effective commencing with
such discavery of oll. Provided, however, the foregoing terms and provision of this Section 15 shall be subject 1o (i) the applicable
vules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are located, and (ii}

Seclion 3. 14 and 26 of this lease. '

18. Subject to the terms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled on adjpining pro-
perty which is not unitized with Lessor t2nds and completed in a zone the average depth of which is less than four thousand (4,000)
feet and wilhin three hundred thirty (330} feet, or is completed in a zone the average depth of which is greater then four thousand
{4,000} feet and within six hundred sixty. (660} feet, or in the even that a gas well is completed on adjoining property which is nol
unitized with Lessor lands within thirteen hundred twenty (1,320} feet of the exterior limits of any property &t the time embraced in
! this lezse in each instance and ol or gas is produced therelrom in paying quanitites for 8 period of thirty (30) days, and the driling
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, uniess there is a well then being drilled or on production on the feased premises within the applicable offset distance
fruaz the coismon boundary ling, the Lessee agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafier in the leased premises, and complete it a1 approximately the same dislance from the common boundary ling as said
well on the adjoining property Is completed, and proceed diligently and continuously to drill and complete said ofiset well to the zona
trom which such well on the adjoining property is producing; provided, however, that in the event Lessea Is drilling &n of! or gas well
upen the leased premises at the time of discavery of oif or gas on the adjoining property, the time for commencing the drilling of an
oifset well shall ba extended until ninety {80) days afier the completion or abandonment of said well then being drilled by Lessea on
the leased premises; pravided, however, thal in no event shall said time be extended beyond six {6) months after the completion of
the well on the edjoining property. For tha purpose of satisfying drilling obligations hereunder, offsel wells shall be considered as
other wells required fo ba Grilled hereunder; provided, always that Lessee agrees to space ofi or gas welis on the leased premises I -

secording 1o the same spacing of ol or gas welis on the adjoining property in order proparly and effectively to offset production from
wells on such adjoining property and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while ihe price offered generally to producers in the same
field for oif of a gravity of 14° American Pelroleum Institute Scale, or of any higher gravily, a1 60° Fahrenheit shall fell below One
Dollar ($1.00) per barrel at the wells; provided, however, that drilling or production from ofiset wells shall not be suspended on the
leased premises unless the ofiseliing wells on the adjoining premises also discontinue producing. BUUK I I 0 PAGEZ 0 8 .
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18. Any obligations, covenanls or condilions imposed upon the Lessee shall be suspended only while Lessee’s compliance is
prevenied by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riols, delays in transportation, inability to
secure materials, labor, drilling equipment or transportation In the open markel, or interference by Governmental action, or any other
cause beyond the reasonable control of the Lessee, whether similar or dissimilar 1o the causes specifically mentioned. If such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the lease larm 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 hereo! after the pariod of suspension the proportionate part of the
rental for the rental year remaining after such period of suspension. Lessee’s gbligation to pay royalty on oit and gas production
produced; saved and marketed shall never be suspended under this paragraph. Whenever Lesses would otherwise ba required to
surrender any ol the leased premises as an altemative to the performance of any obligation under this Jease and such obligation is so
suspended, then so long as such performance is suspended under this paragraph or olher provision of this lease, Lessee shall not be
required to sumrender any porlion of the leased premisas.

If the permission or approval of any governmental agency is necessary before drilling or other operations can be lawiully
commenced on the leased premises, then if such permission or approval has been applied for at least thirty (30) days prior to the
date upon which such operations must be commenced under the terms hereol, the obligation to commence such operations shall be
suspended until thity (30) days after the governmental permit is granted or approval given. If such permit or appraval is denied
inftially or &t any time during the approval or permitling process or is revoked after issuance, then so long as Lessee in good faith
appeals from such denial or revocation or conducts further proceedings in an attempt to secure such permil or approval, the
obligation to commence such operations shall be suspended until thinty (30} days after such governmental permit Is granied or
approval given.

19. The Lessee may, at Lessee's option, at any time surrender and quilclalm this lease as to all of ihe leased premises or as to
any one or more twenty (20) acre subdivisions thereof as herein defined, and shall be refeased from all obligations thereatter arising
with respect to the premises sumendered and quitciaimed, and in the case of a pariial surrender and quilclaim afl of the rental and
drilling obligations shall be reduced pro rala. At any time after the completion of the first well, or any subsequent well on the leased
premises, Lessee may cease further drilling and if the full number of welis shail nol have been drilled Lessee shall thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling units oceupled by producing oil or gas
wells, each of which drilling units the Lesse may hold subject to tha terms of this lease until abandoned or until the end of the term
thereof, and the extended term, if renewed a5 hereinafter provided. Each of said drilling units shall, in each-instance, conform to
subdivislons as defined in paragraph 3 hereo!. Lessee shall have the right to do such things as may be necessary 1o keep such
drilling units in the highest productive state, including the right to ream, clean out, deepen, r3-work, re-drill, and 1o drill new wells
thereon lo other zones in order to maintain or increase production, or to restore production it it shall cease from any cause.

20. Upon 1he violation by Lessee of any of the termns, covenanls or condilions of this lease, and failure 10 remedy the default
within thirty (30) days after receipt of writlen notice from Lessor so to do, then at the option of the Lessor this lease shall forthwith
ceasa and lerminate, and ali rights of the Lessee in and to said properly shail be al an end as to ali sald properties, excep! that the
Lessee shall have tha right to retzin and hold under this lease the area surrounding each well producing or belng drilled, with respect
to whicl: it is hot in default 1o the same extent and wilh the same rights as provided In paragraph 19 hereol in the event o! a surrender
by the Lesssn. The waiver by Lessor of any breach of any covenant or condilion hereof shall not be a waiver of any other or
subsequent breach hereol, nor of any other covenant or condition hereol.

21. Upcn surrender by the Lessee of said leased premises in whola or in part or upon the lermination of the Lessee’s righis and
interests in and to the leased premises, or any part thereof, in any manner herein provided, the Lessea will quielly and peaceably
surrender possession thereof to the Lessor and agrees 10 release 1o the Lessor, its SUCcessors or assigns, all right, titla and interest of
the Lesses in the leased premises, or the porfion thereo! in which the Lessee’s rights hava terminated as herein provided. In the evenl
of a partial release of the property so released shall be subject to the easements and rights of way herein provided for and appurten-
ant to any part of the leased premises relained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. If there are any rights, interests, claims, liens or encumbrances conveyed, crealed, done, made
or suffered by the Lesses, or anyone claiming under Lessee at the time ol the release, Lessee shall take such actions, steps and
proceedings as may be necessary 10 lerminate and exlinguish any such rights, interest, liens and sncumbyances, failing inwhich,
Lessor may do 50 2l the sole expense of the Lessee, which axpense, plus reasonable attomey’s fees, Lessee agrees 1o pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessar in writing that 1o the best of Lessee’s information, knowledge and
belief no such rights, Interests. claims, fiens or encumbrances affecl the lease premises released by Lessee.

22, Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shall be and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments of renials or in respect of any covenanis, agreements or conditions to be kepi or perdormed by lhe Lessee,
the Lessee shall have the right during the term hereof. or at any time within sixty (60) days after the date of termination of this lease
to remove from the leased premises all such persenal property, except casing in water wells purchased by Lessor, provided, further,
that the Lessee may extend the time within which such personal property may be removed for a pericd not exceeding six (6}
months from such date of lerminalion by paying 1o the Lessor monthly in advance a renial of Ten Dollars {$10.00} an acte a month
for each twenty (20) acre subdivision upon which any such personal property remains. Any such personal property nol removed
from said premises within said six {6) months’ period shall become the property of Lessor.

23, The Lessee agrees lo keep full records of the operations upon and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the Lessee; 1o notify Lessor promptly of
discovery of any of said substances in the 123523 prerises and 1o furnish to lhe Lessor on of before the twentieth day of each month
a true statement, in triplicate, of ail produclion, defiveries and deduclions in a form atisfactory to the Lessor. All records of the
operations and productions and sales of said substances from said leased premisas‘\s all, at all reasonzable times, ba 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, characler of formations encountered
or drilied through, and casing in each weli in which drilling shaill have bean donhe on)n%ased premises, and furnish Lessor 2 copy
therend epan the complelion of or the abandonment of each well, ang & true copy of alfsurface and subswiace surveys made of each
well dn.'2d under this lease. Lessee will furnish all reasonable facilities for making such observalions, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and representatives shall have free and full access at their sole cost, risk
and expense to all of the wells and works and to all property in and upon said leased premises.

25. Lessee agrees to conduct Lessee’s operations so as to interfere as litffe as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; to lay and maintain all pipe lines not less than thidy-six inches
(35") below the surlace of the ground; 1o fence &ll sump holes and excavalions to safeguard livestock grazing on sald land; to
provide substantial gates el poinls where fences are cut by the Lesses; and 10 use reasonable care and diligence to prevent the
overflow of oil or water which may be detrimental to vegetation on those portions of the leased premises which are suitable for
grazing, agricultural or hosicultural purposes.

26. Lessee shall carry on Lessee's operalions hereunder in a careful and workmanlike manner. Lessee shall comply with any
snd all applicabie valid statutes, ordinances and governmental orders and regulations perlaining to the exercise of rights leased here-
under and shall furnish such evidence of Lessee’s compliance therewith as may be required by Lessor. Lessea shall furnish evidence
satisfactory 1o Lessor that abandoned wells have been properly abandoned in compliance with applicable statules, ordinances and

governmental orders and regulations. 4 BQMI I 0 PAGEZ 0 9
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27. Upon termination of this lease in any manner, or if any wetl is abandoned tho Lessee agrees to releval the surface of the
property involved, and to fill all abandoned sump holes and excavations made by Lesses; to remove all derricks, tanks and tank
supports, Bnd it thaere are any plpe lines running from any abandoned well, or any other place on the properly, the same shall be
removed if the Lessor desires, and dilches opened up by removal of the pipe line and the ground made to conferm to the natural
contour. Lessee witl also remove all cement blocks or foundations which may have been placed on the leased 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, interfere

- with the use thereol,

28. Lessee agrees to release and to indemnify and save harmless Lessor, the surface owner of sald property, the heirs,
personal representatives, successors znd assigns of the surface owner, and any corperation aftiliated with, owned or controlled by
Soulhérn Pacific Company, a corporation, from and against any and all claims, causes of action, liability, costs and expenses arising

" out of injuries 1o, or deaths of, all persons whomscever, and loss of, or damage to, all proparty whatsoover, directly or indirectly

resulting from or caused by the occupancy of, or operations of Lessee on, the leased pramises or propery adjacent thereto, or tha
existence of oil wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lesses on said leased premises or
property adjacent thereto, including, without limiting the generatity of the feregoing, the breakage of pipe fines, tanks or other

.equipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

29. Lessea agrees to pay before delinquency all taxes and assessments which have been or shall be levied and assessed on tha

mineral rights in the leased premises, end on the buildings, structures, equipment and other personal property or improvements

placed, malntained or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belonging to
Lessor, Lessea may deduct up to one-sixth {1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, pald by Lessee, from the royallies due and payable to Lessor for production during each successive lwelve months'
period subsequent to the day and month in such fiscal year on which the first installment of such taxes and assessments become
delinquent. The above amount of the taxes and assessments for a parlicular fiscal year so paid shall be deductible only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinquency of the first
installment in such fiscal year. Lessee agrees 10 pay o Lessor annually, wilhin fifteen days &after demand, an amount equat to five-
sixths of the real property taxes and assessments paid by Southern Pacilic Land Gompany on the land overlying or occupled by the
leased premises {=xcept on buildings, structures and otherér}niﬁrover{nemi; t%ermn not owned, maintained or %sed by Lesses) for the
fiscal year beginning July 1, 19_ 5% , prorated from DECEMBER 1, 1987 to June 30, 19_83 _ and for each fiscal
year thereatter during the term of this leass. Lessee shall pay any production or severance tax compuled or based upon production
of oif, gas or other mineral substances which may be imposed by the Federal Government, the State o! California, or any of ils

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

30. Either party may pay the entire amount of any delinquent taxes or assessments which shall constitule a lien on said leased
premises and which should have been paid before delinquency by the other party as herein provided, and penalties and interest
thereon, and shall be entitled to reimbursement from the other party of the pan of the {axes and assessments herein agreed to be
pald by such other party, and of the entire amount of the penalties and interest. Penalties and interest on delinguent laxes and
interest on paymenls made pursuant to this paragraph shall not be apportioned wilh the principal amount of taxes and assessments
in making such annual adjustments, bul shail be borne entirely by the pary obligated to pay the tax or assessmen! before
delinquency.

31. Lessee shall not commence drilling into or through the leased premises or construct, alter or repair struclures or
improvements of any character, except emergency repairs, upon sald property until alter written notice thereol is given to Lessor.
Lessor may post and mainizin upon the leased premises notices of non-responsibiiity as provided by law. Lesses agrees to pay infull
ail persons who perform labor ¢r services on, furnish malerials joined or atfixed to, or provide equipment for, said property, or the
construction, re-construction, repair or placement of any structure improvement on said properly, at Lessee's instance or requesl.
Lessee shall not permit or suffer fiens of any kind or nature to be enforced against said property for such labor, services, materials or
equipment. Lessor shall have the right lo pay any.amount required to releasa any such lien.or liens, or to defend any aclion brought
thereon, and o pay any judgment entered therein and the Lesses shall be liable to the Lessor for alf cos's. damages and reasonable

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

32 Lessee agrees lo pay to Lessor interest al the rate of 10% per annum upon any and all amounts whatsoever due under this
fease to Lessor from the date payment of each such amount is due and owing to Lessor or {rom the date of each breach by Lessee of
an obligation hereunder, as the case may be, 1o the dale of receipl by Lessor of each payment of said amounts, unless such payment

is tendered or pald 1o Lessor within 30 dzys after the date a payment is due and owing hereunder to Lessor or the dale of such
breach, as the case may be.

33. If Lessor shall bring suit to compel perfoarmance of, or to recover for breach of any covenan! or condition herein contained,

or for declaratory refief, and prevalls therein, Lessee agrees 1o pay lo Lessor reasonable atiorney fees in addition to the amount of
judgment and costs.

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

35. Any demand, notice or slatemznt herein requested or required to ba given by one party o the other shall be in writing.
Delivery of such written notice or statement to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepaid, cedified or registered, sddressed lo Lessor al One Market Plaza, San Francisco,
California 94105, and delivery of such notice or statement 10 the Lessee shall be conclusively taken as sufficlent if and when
deposited in the Uniled States Mail, with postage thereon fully prepaid, certified or registered, addressed 1o Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202 Any pariy hereto may, by writlen nofice, change his or its address to which such
demands, nolices or statements may be sent.

36, This instrument is a lease and is not and shall not ever ba held or interpreted to be a mining parinership or partnership of
any kin<, or in any sense whalsoever; the intention of the parties hereto being to establish and creale hersby between themselves
only the relationship of Lessor and Lessee in accordance with the terms, provisions, condiiions, covenants, reservations and
agreements herein set forth.

37. Il is agreed that In casa Lesses shall, except by Lessor, be lawiully deprived of the possession of sald premises, or any pari
thereof, Lessea shall notify Lessor in writing setting forth in fuli 1he circumstances in relation thereto, whereupon the Lessor may, at
its option, either reinstall Lessee in possession of the leased premises or terminate this lease a5 1o the premises or the part thereof,
the possession of which Lessee is so deprived, by giving nalice in wriling to the Lessee to that effect and at the same tima paying, or
tendering with such notice, lo the Lesses the sum of One Hundred Dollars ($100.00), plus the pro rata amount of any rental, thereto-
{ore paid in advance by the Lessea under the provisions of paragraph 3 hereof and applicable to said premises, or such portion, for
the unexpired rental period, whereupon no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38. I Lessee is adjudicated a bankrupt, or shall make an assignment for the benafit of creditors, or file a voluniary petition
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) under eny law (having for its purpose the adjudication of Lesses a banksupt, or the extension of time of paymenl, composition,

: ad]us'lrnent madification, settiemsnt or satisfaction of the liabilities of Lesses}, or & receiver be appointed for the property of Lesses’

- by reason of the insolvency of Lesses, notwithstanding anything to the contrary elsewhere in the lease, Lessor shall have the
< immediate right 1o terminate ihis lease and 1o 1ake exclusive possession of the leased premises. The acceptance of rent or other
'paymenls for the use nl 1he leased premisas shall not constitute a waiver of Lessor's right to terminate this lease as abuve setforth. §{

. theré are two or more ‘Lessees héreunder, or if Lesses is a partnership, then the right of Lessor to terminate the entira lease shalf be

+ exercisabla in case any one of the Lessees or partners is adjudged a bankrupt or becomes subject to or pammpals ln any other
- pmceed:ngs or procedure hereln menhoned

L9, at the explrauon of the term of thic !sase, any wells are being drilled by Lessee on the ieased premises. or any ex:slmg )

© wells are  producing of capa'ie 0 producing oll or gas in paying quantilles, bul are not being produced for reasons authorized under -~

. this leass, Lessee shall have the option of renewing this lease as long thereafter as such subslances are produced or capable of

.being produced fo include drilling units as defined in paragraph 3 hereol, occupied by wells producing in paying quanlities or wells .

- [n process of being drilled on the same acreage specified In paragraph 3 hereo!, logether with the same rights provided for in.

. paragraph 19, on and subject to the sama royalties, terms, covenants and conditions as are herein specified; provided, written naotice ~ -
from Lessee of such renewal shall be received by Lessor not more than six (6) months nor less than thifly (30) days prior to the :

exp{rstion of the original term hereof. :

- 40. This leaze shall inure to the benefit of &nd be binding upon ihe respeciive heirs, adminisirators, executors, SUCCSSSOMS and
assigns cf the paries hereto, but no assignment of this lease, or any sub-lease or agreement affecting this lease, or the leased
premises, or any interest therein, shall be vatid, unless made with the consent of Lessor in writing, and no change In ownership in the
fand or in the rentals or royalties shall be binding on Lessee until Lessee shali have received written notice of such transfer or
assignment. All covenanis, agreemenls and stipulations herein contained shall run with the property.

41. It there be moie than one Lessee named kereln the lerm “Lessee”™ shall designale the plural number, and the obligations of
the Lesses 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 unilized therewith at any time during which this lease
is in effect, and such well or wells are shut-in, Lessee shall pay as royalty to Lessor the sum of $1,280. per well per year., Said
payment s due on or before ninety (90) days from the date of shut-in or the dale on which the leased premises or a portion thereo!
are unitized with 1ands on which there is a shut-Iin gas well, and thereafter on or before the anniversary date of such payment during
the petiod such well or wells are shut-in. Upon sald payment it shall be considered that such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

IN WITNESS WHEREQF, the parties herelo have caused these presents to be executed as of the day and year first hereinabove
writlen.
SUN EXPLORATION

-7 _
SOUTHERN PACIFIC LAND COMPANY - AND PRODUCTION COMPANY READING s;fém LEUM CO.
74
I
By Qm)n?m&m—— ay/}’ Z /ég =)

Agenl and Anomw-ln-r

CRACLESE. MANG OM its_uhuh._‘ﬂm_m:ima.zs___

_-_\"!

Attest

. .A. 5@%3&

STATE OF OXLAHOMA
COUNTY OF T‘ULSA

o ’Hs;s)"‘h 'd
INU?i'ﬁ 1y hand an eal. { %2
Lynne E//Plumlee - Notary Public

1100 Mid-Continent Bldg., 409 S. Boston Ave
Tulsa, Oklahoma 74103

L BTATE OF Colorado . : o A ‘ 3
SOUKTY OF Denver ' - - o e T

of JE:;r:ou;ozng h;;;;-e:; wag ac:nwled;eé before me on this 17-th- i.uy
) f_ . - Cm R- A’ !“
»Tio. | et SUN FIVIGRAEION AWD PRODICTION CoRpAY kR, AT AND ATIORREY-Tr-picr

-la--f

-

'Eotlry Pnbl.lc ] ” Pﬁ%% l
1201 Broadway, Suite ?885‘ !

. . S Denvar, Colorado B0202
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EXHIBIT "A™

o :At.i.:;a-cheii to and made a part of that certain agreement

.. 05892

dated December 1 , 1982 bettwgep',

Subdivision

* A1l

* A1l

* A1l

A1l

* A1

TOTAL
STATE OF CALIFORNIA E 55
City and County of San Francisco § >

RN ] N : "AND  PRODUCTION
. SOUTHERN PACIFIC LAND COMPANY and SUN' EXPLORATION ‘AND PRODUCTTO

" COMPANY and READING & BATES PETROLEUM CO.

MDH :

Sec. Twp. Rage. —Agﬁ—,—-—

11 29N  49E 640.00

13 298 49E 640.00

15 20N 49E 640.00

17 298 49E 640.00

19 29N 49E . §09.40
3,169.40

Onibis__20Eh 0 Decen

before me, IAMES W.
i0me Myrkel Plasa)
fffffffff./‘fff
ES W.
A Noriey PUBLIC - CALIFORNIA

T OF BUSINISS I
P A coniTy OF

SAN nﬁ“'%:?..
Commission Eapires foz2
R

24,1523 )
=

Corporation

My Commission Expires June 24,1983

WATT, o Notary Public in and Jor the City ond

in tht yrer One Thousand Nin,

et!und'rrdandfigmy Two
County of San Francisco,

State of California, personally appearcd
R. Al Berger

£ ] St = —
Vice President and General Manaqer
personally known to me for proved 1o ot

executed the within instrunient a3 presii

deni for sccrelury) or on brhalf of the Corporation therein
named and ecknowledged 1o me that the Corporation executed it

IN WITNESS WHEREQF, I have hereunto set.my hond and afficed iy afficial yeal at my
office in the City and Couniy of Sen Francisco, the da¥ and year in this certificate first aboye
Writren.

Noiaty Public i or the City and County of San Francisco, State of California,
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