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;‘*‘*_‘)‘T‘Zf“;’;“’;"'i‘“f’, " ORIGINAL PAPERS
OIL AND GAS LEASE

IS ‘LEASE; ‘madé in duphcaie ﬂ'IlS FIRST day ol DECEHBER EEE SNSRI :

betwes! SOUTHERN PACIFIC- LAND - COMPANY -a California . corporahon. herslnaﬂer called "Lessor" and - SUN'_

EX LOHATIO AND PRODUCTION COMPANY. As {0 an undivided 75% [nleresl and HEADING & BATES PEI'HOLEUM CO
nlerest haremaﬂer oolleclwely called “Lessea o [ ;

T | _Thm'Lass in conslderalion of lhe obsarvance and lalthful pedorrnance by Lassea ol all tha provlslons ocntnlned herein,,
does hemby lease (13 Lessea for the term and purposes hareinaﬂer set forth, all that certain property, somelimas harelnaﬂer referred”
e ) "Ieased prEmlseS" 'In the County o EUREKA - ., State of NEVADA S | rnora partlcularlyr
: ,g"dascnbed on Exhlbtt A" arlached herelo and made a part hereol : P '_'- . 1

Subject to easements, leases and restrittions affecting sald property.
For the purposes of this lease, Lesse shall have tha tight (subject to the provisions hereof and to the extent of Lessor's
ownership thereof) 1o explore, drill for and to produce, extract, taxe and remova all oii and gas herainafier referred to as ‘substances’,
. contained in sald property, to store sald substances upon sald property, 1o locate, eract, construct, maintaln, replace and operete
" upon and in-sald property such facilities and structures (except refineries or topping gas plants) as may be necessary in the
procrction, traatment. slorage of transportation of sald subslances from said property, and to appropriate and use such water as
" may be nacessary for iho above operations. 7
' Hesemng ‘unto Lassor. its successors and assigns, tha right to construct, maintain and use ditches, flumes, roads, irails, tracks -~
. and plpe, telegraph, lelephone. signal, communlcation and power lines in, upon, over and across satd property and the right to use
" sald property for any and all other purposss consistent with the fights hereln leased to Lessee.
i 2, The'term of this lease shall be for twenty-five (25) years, from and atter the _FIRST ___ day of DECEMBER ,

& 1é 82 unless gooner terminated of forfeited, either. in whole of In part, as hereinater provided.

8. Lessee agrees \o pay lo Lessor a cash rental of $_ﬁ_:£_32__ in advance on the date of delivery of this fease for the

' ;'- .f‘rst year of the term hereof, and annually thereafter, on or before the first day of each successive year
 of the term hereoi & cash rental of $2.00 an acre per anpum in advance, provided that rental shall not accrue or be payable for:

(a)aach "dﬂl!mg unit' upon which there s a produclng oil or gas well on the date when rental Is payabls,
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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
rental [s payabls, or

(c)each 640 acra subdivision upon which there is a praducing gas well on such date if no oil has been discovered in paying
guantifies on the leased premises or within offsat distance, as provided In paragraph 16, and Lesses has delermined, as
provided in pamagraph 15, that conditions are not such as to indicate & reasonable probability of the discovery of oil on the
leased premises, or

(d}each "drilling unit” on which there is a 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, constituted by law and not by voluntary
agreement, from producing said substances therefrom,

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

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

(1) a twenty acre subdivision, or less, if the average depih of the producing interval of wells dritled for ofl shall not be more
than four thousand {4,000) {eet;

(2)a forty acre subdivision, or less, if ihe average depth of the producing interval of wells drilled for oif shall be greater than
four thousand {4.000) feel

Subject to ihe terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdivision as used harein shall be
either the North, South, East or West half of a legal Government forty {40) acre subdivision, a forty (40) acre subdivision as used
herein shall be a legal Govermnment forty {40) acre subdivision, and a one hundred sixty (160) acre subdivision as used herzin shall be
a legal Governmenl one hundred sixty {160} acre subdivision, ali according 1o the United States survey.

4. Except as herein otherwise provided specifically including Section 19 of this lease, the Lessee shall commence drilling an oil
or gas well on tha leased premises on or before tive years from date hereof {referred to in Seclion 4 as "said date"}, and shall
conlinua the work of drilling such well with due diligence until completion. After completion of the first well, Lesses shall commence
drilling anather well on said leased premises within one hundred twenty (120) days and shall continuously operate al feast cne slring
of tools in drilling wells ¢n the leased premises, allowing one hundred twenty (120} days between the completion of one weli and the
commencement of the next succeeding well until one oil or gas well producing from each productive zong has been completed to
each drilling unit; provided, however, that if any well completed before said date shall.prove 1o be a dry hole and there is then no
producing well on the leased premises, Lessec may commence drilling the next well at any time before said date. Nothing herein
shall limit the number of wells which Lessee may, 8t Lessea’s oplion, drill in excess of the number herein specified, or the depth lo
which any well may be drilled if Lessee should elect to drill below the depth specified. I Lessee has not commenced drilling of an oil
or gas well on the leased premises on or before five years from the date hereof, the rights, dulies and obligations of Lessor and
Lessee under this lease shall ipso faclo terminate.

5. A well shall ba deemed complelted when {a) formations or mechanical difficulies are encountered which, In Lessed’s
judgement, would render further drilling of said well unprofitable or unsuccessful, and because of such fact active drilling operations
thereln are discontinued, or (b) it has been drilled to basement rocks, and aclive drilling operations thereon ate discontinued, or
(c) Lessee has ceased drilling operations thereon and it has been put on regular production and Is producing ofl or gas in quanitites
deemed by Lessee sufficient to pay to pump or olherwise secure and save.

6. Except as hereinalter provided, Lessee shall deliver to Lessor, as royalty, one-sixth {1/6th) of the net oil, petroleum and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.
Saig royalty shall be subject to deduclion from the gross product; the quaniity that may be consumed In the Lessea's

operations hereunder, and after making deductions for temperature al 60° Fahrenheil, bottom setllings and moisture according to
the American Petroleum Institute methods.

7. Lessee agrees to pay lo Lessor as royalty one-sixth (1/6th} of the value of natusal gas produced and sold from the leased
premises, and one-sixth (1/6th) of the value of residual dry gas sold afier the processing of the we! gas produced in wells on tha
leased premises, but nothing in this agreement shall require the Lessee to save or market natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a market al the welt therefor. Such value shall ba determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same 1o the pipe line of the
purchaser on the leased premises. Lessee shali nol be required to pay royalty for any natural gas or residua! dry gas used in Lessee's
operations on the leased premises. Lessee shall nol use any natural gas of residual dry gas off the leased premises unless and until
the Lessor and the Lesses shall first agree upon the price 1o be paid to the Lessor for its one-sixth (1/6th) share of such gas.

8. (a) Y 1he wel gas produced Irom said premises is processed for the purpose of manufacturing natural gasoline andfor other
petroleum products then Lessee shall pay to Leszor one-sixth {1/6th) of the total value of all natural gasoline and/or other pelroleum
products recovered and saved from said gas, less the cost of producing and selling the same, which cost shall include the expense of
operating and maintalning the plant and facilities used in the gathering and processing of said wel gas and Lhe storage and shipping
of zaid gasoline and/or other petroleum products. in no event, however, shall the tolal of said cost of producing and selling exceed
fifty (50) percent of the tolat value of all natural gasaline and/or viher petroloum products recovered and saved from said wel gas
computed [n the manner hereinafter sel {orth. In computing the valuga of said gasoline and/or other petrolaum produtls the gasoline
and/or other petroleum products shall, it soid by Lessee to third parties, be valued at the respective nel ex-tax prices received by
Lessee from the sale therec! &t the plant or plants where produced. f said gasoline and/or other petroleum products are retained by
Lessee for Lessee’s own use, such products shall be vaived at the respective ex-tax prices posted or established for natural gasoline
of like Reid vapor pressure andfor for other.petroleum products of the same quality produced in the same field during the same
calendar month.

{b) Il any wet gas produced from said premises is sold by Lessee for the puipose of manufacturing nalural gasoline and/or
other petroleum products on a basis whereby a royalty therein is reserved 1o Lessee, payabla in money, then the Lessee shall pay to
the Lessor ene-sixth (1/61h) of the fotal amount of the 7oyalty so reserved lo Lessee, provided, however, that the amount of royalty to
be paid o Lessor hereunder shall be not less than one-sixth (1/6th) of fifty (50) percent of the total value of such producis so
manufactured

{c} In the event wet gas produced from s3ic premises is sald for the purpose of manufacluring natural gasoline and/or other
petroleum producis on a basis whereby 2 quantity o! the natural gasoline andfor other petroleum products recovered therefrom is
resarved to the Lessee as royally payable in kind, then Lessee shail pay to the Lessar one-sixth (1/6th} of the total value of said
natural gasoline and/or oiher petroleum products so reserved 1o Lessee, provided, however, that the total amount to be paid 10
Lessor hereunder shall be not less than one-sixth {1/6th} of fifty (50) percent of the 1otal value of such producls so recovered.

{d) The value ol the natural gasoline and/or other petroleum products manufactured and recovered under paragraphs (b}
and {c) above shall be established in th2 samé manner as outlined in paragraph (8) above.

& Unless Eessor shall elect 1o receive its royalty oii in kind, the Lessee wili purchase the royalty oil from the Lessor (g) ai the
highest posted evailabla market price ol the oil 81 the well, or in the field in which the wells are situated {offective at the time of
removal from lease tanks) of all such oil so produced and saved by the Lesses from said welis and removed therelrom during the
preceding calendar month, or {b) in the absence of a posted markel price for such ofl, the prevailing markel price at the wall or in
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the field {effective at the time of removal from lease lanks) of such ofl, or () in the absence of a prevailing market price the actual
price received by Lessee for such oil as sald wells, or (d) in the absence of sales by the Lessee at the walls ite reasonable value of
such oll; provided, however, that if the Lessee disposes of such oil at a price, Including bonus, In excess of the posted or prevailing
market price, the price to be paid for such roysity oil by the Lessee shall be the same price, including bonus, received by Lesses.

10. At Lessors option, 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, free of cost to Lessor, the said royaity oil. Should Lessor require that royalty oil ba delivered in
kind, Lesses, if requested by Lessor, will, withou! cost to Lessor, provide storage tanks on the leased premises sufficlent to hald an
accumulation of not to exceed thirty (30) days® produclion of royalty oll and will place sald royalty oil in storage for the Lessor in said
tanks as and when it {s produced. Lessee shall be in no manner responsible or held liable for loss or destriction of such stored olf
belonging to Lessor from causes over which Lesses has no control. Lessor agrees io remove the royaity oif so stored from sald tanks
as often as may be necessary to keep sufiicient space availabla in sald tanks for current accumulations of rayalty oil. No royaity shall
be due the Lessor for or on account of oil lost through evaporation, leakage or olherwise prior to the removal of same ar delivery to
Lessor, If royalty oll shall be delivered in kind. If Lessee purchases the royally oil, the Lesses may deduct therefrom a proportionate
part of the actual reasonzble cost of treating unmerchantable oll produced from the leased premises to render the same merchant-
able only in the event, however, thal such oil is treated by the Lessee on or in the immediate vicinily of the leased premises. If the
Lessor shall elect to receive royalty oil in kind, such royalty oil shalt be of the same quality as that removed from said leased premises
for the Lessee’s own account, and if Lessee’s own oll shall be lreated before removed, Lessor's oil will be treated therewith before
delivery thereol to the Lessor, and Lessor In such evenl, shell pay & proportionate pant of such reasonable cost of treatment.

11. All royalties payable and the price for all such substances which shall be sold to the Lessee hereunder, under the terms
hereo!, shall be paid by Lessee to Lessor on or before the twentieth day of the calendar month next succeeding thal In which delivery
of such substances shall have bzen made 16 the Lessee under such sale, and all royalty paid in kind she!l be delivered to the Lessor
from time 1o time as the sams is obtzined on sald premises and stored and handled as herein provided.

12. The rental and royallies hereinbefore provided tor shall be in lien upon any and all of said substances removed from or
stored upon the leased premises, and upon any improvements and personat property of the Lessee upon said lezsed premises,

13. Subject to the terms and provisions of Section 43 of this lease, each producing well, as soon as complgied by the Lesses,
shall be placed upon produclion and shall thereafter be operated by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lessee, from time 1o time as necessary, shall clean oul the wells and do any and all other work required to
keep them in condition for production and the exiraction of oil and gas lherefrom to best advantage. Excepl as herein clhenwise

provided, the Lessee will kesp each well drilled on the propearties covered by this lease producing to capacity consistent with good
operating practice.

14. This Lease shall ba subject 1o all laws, statules, rules and regulations heretofore or herealter enacled or promuigated to
control, suspend or conserve oil or gas and oil or gas opelalions, and, also 10 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 compliance by the
Lessee with such laws, statules, rules or regulations or wilh any such agreement shall hinder, delay or interfere with the carrying out
of any provisions of this fease, Lessee shall nol be considered in default or be liable to Lessor for any damage or injury suffered or
sustained on account thereof, nor shall Lessee’s rights be subject o forfeiture by reason thereo!, hotwithstanding any provisions of
this Jease; provided, that such agreements aftecting the leased premises shall not be for periods greater than one {1) year without the :
Lessor's written censent, and provided, further, that no such agreement shall suthorize Lesses to discriminate against said leased :
premises in favor of any other properties owned, leased or oparailed by the Lesses in the same field, nor excuse such discrimination ;
either in the drilling or producing obligations of the Lessee hereunder. Lessee will fumish Lessor with copies of any written
agreement for the voluntary curailment ol said production, and if there are no such agreements, Lessee shall furnish Lessor wilh
£ copies of orders of the Oil Umpire, or any other authority having the power to maka orders for voluntary curlailment. The Lesses
3 shall not be considered in default because of any acts done pursuani to or in reliance of any law or statute, rule or regulation, here-
after ductared unconstitutional or void prior to a determination of such unconstitutionality or invalidity by a couit of last resort.

15. If gas is discovered in any we!l in paying quantities and Lessee shall determine that conditions ere not such as 1o indizate 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 even!, the drilling ebtigations shall be reduced so thst the Lessea shall be required to drill not more than
one well to each ane hundred shxty {160) acres, or major fraclion thereof. For the purpoase of this lease, a gas well shall be any well
producing gas onty or producing at a gas-oil ratio in excess of ten thousand (10,000} cubic feet per barrel, and an cil well shall bo
any well producing at a gas-oil ratio of ten thousand (10,000) cubic fes! par barrel of less: provided, however, that any well, the liquid
production from which is a result of relrograde condensation, shall be considered a gas well regardless of the gas-oit ratio. i, al any
later period, ol shall be discovered in paying quantities on the leased premises or [n the evenl thal oil is discovered in paying .
quantities in any well within offse! dislance, as provided in paragraph 15, of the boundary lines of the leased premises, then this lease i
shall revive as an oit lease, and all ol ihe conditions herein stipulated as to drilling for oil shali become effective commencing with
such discovery of ol Provided, however, the foregoing terms and provision of this Section 15 shall be subject to (i) the applicable
rutes and regulations of the regulatory authority having jurisdiclion of the stale in which the leased premises are located, and (i)
Section 3. 14 and 26 of this lease.

16. Subject to the lerms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and completed.in a zone the average depth of which is less than fout thousand (4,000)
feet and within three hundred thirty {330) feel, or is completed in a zone the average depth of which is greater than four thousand
(4.000) feet and within six hundred sixty (660) feet, or in the event that a gas well is completed on adjoining property which is not
unitized with Lessor 1ands within thineen hundred twenty (1,320)teet of the exierior limits of any property at the time embraced in
this Jease in each instanca and oil or gas is produced therefrom in paying quanitites for a period of thirty {30) days, and the drilling
requirements under this lease are not fully complied with.and the owner of such well shall operate the same and market the oil or gas
therefrom, then, unless there is a well then being drilied or on production on the leased premises within the applicable offset distance
from the cormmon boundary line, the Lessee agress to ofiset such well by the commencemeni of drilling operations within sixty (60)
days thereafter in the leased premises, and complete it at approximately the sama distance from the common boundary line a5 sald
we't 90 Tiwe adjoining property is completed, and proceed diligently and contintiously to drill and complets said offset well 10 the zong
from which such well on the adjolning property is producing; provided, howaver, that In the event Lessee Is drilling an oil or gas well
upon the leased pramises at the time of discovery of oi! or gas on the adjoining property, ths time for commencing the drifling of &n
offse! well shall be extended until ninety (00) days after the completion or abandonment of said well then being drilled by Lessea on
the leased premises; provided, however, that in no event shall said time be extended beyend six (6} months after the completion of
the well on the adjoining property. For the purpose of satisfying drifling obligations hereunder, oifsel wells shall be considered as
other wells required fo ba drilied hereunder; provided, always that Lessee agrees to space oil or gas wells on the leased premises
according to 1he same spacing of oil or gas wells on the adjoining property in order properly and effectively 1o offsst production from
wells on such adjoining propery and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspanded while 1ha price offered generally to producers in the same
field for oil of a gravity of 14° American Petroleum Institule Scale, or of any higher gravity, at 60° Fahranheit shall fall below One
Dollar ($1.00) per barrel at the walls; provided, however, that drilling or production from offset wells shall not be suspended on the
leased premises unless the offsetting wells on the adjoining premises also discontinug producing.
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18. Any obligations, covenants or condilions imposed upon the Lessee shall be suspanded only whila Lessee's compliance is
prevented by the elements, declared or undeclared war, fire, accldents, strikes, lockouls, riots, delays in iransporation, inability to
secure malerigls, labor, drilling equipment or transportation in the open marke, or interference by Governmental action, or any other
cause beyond the resscnabla control of the Lessee, whether simitar or dissimilar to the causes specifically mentioned. If such
suspension occurs, the payment of any dalay rental during such suspension shall be excused and the lease term shall be extended
for & period of time equal 1o the period of such suspension and any such extention of the lease term. Lessea may resume the
payment or tender of rentals In accordance with Paragraph 3 hereof afier the period of suspension the proporiionate pant of the
rentat for the renlal year remaining after such period of suspension. Lessee’s obligation to pay royalty on oll and gas production
produced, saved and marketed shall never be suspended under this paiagraph. Whenever Lesses would otherwise ba required to
surrender any of the leasad premises as an allernative 1o the performance of any obligation under this fease and such obligation Is so
suspended, then so long as such performance is suspended under this paragraph or other provision of this lease, Lessee shali not ba
required 1o surrender any portion of the leased premises.

If the permission or approval of any governmental agency Is necessary before drilling or other operations can be fawfully
commenced on the leased premises, then if such permission or approvat has been applied for at least thirty (30) days prior to the
date upon which such operations must be commenced under the terms hereof, the obligation 1o commence such operations shall be
suspended until thirty (30} days after the governmental permit is granted or approval given. If such permit or approval is denjad
initially or st any time during the approval or permitiing process or i tevcked afler issuance, then so long as Lessee in good failh
appeals from such denial or revocation or conducls furlther proceedings in an attemp! to secure such permit or approval, the

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

19. The Lessea may, at Lessee's option, at any time surrender and quitclaim this lease as to all of the leased premises or as to
any one or more twenly (20) acre subdivislons thereo! as herein defined, and shall be relzased from all obligations thereafter arising
with respect to the premises surrendered and quitclaimed, and in the case of a partial surrender and quitclaim all of the rental ang
drilling obligations shall be reduced pro rata. At any time after the completion of tha first well, or any subsequent well on the leased
premises, Lessea may cease further drilling and if the full number of wells shall not have been drilled Lesses shall thereupon surren-
der, and this leasa shall thereupon terminate as to all of the leased premises, excepl drilling units occupled by producing oil or gas
wells, each of which drilling units the Lesse may hold subject to the lerms of this fease until abandoned or until the end of the ferm
thersol, and the extended term, if renewed es hereinatter provided. Each ef said drilling units shall, in each instence, conform lo
subdivisions as defined in paragraph 3 hereof. Lessee shall have lhe right lo 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, re-work, re-drill, and to drill new wells
thereon to other zones in order to maintain or increase production, or lo restore production it it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditlons of thls lease, and failure fo remedy the default
within thirty (30) days atter receipt of wiitten notice from Lessor so to do, then at the option of ths Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessee in and to said property shall be at an end as to a!l said proparties, except thal the
Lessee shall have the righl 1o refain and hold under this lease the area surzounding each well producing or baing drilled, with respect
to which it is not in defaull to the same extent and with the samea rights as provided in paragraph 19 hereol in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereol shall not be a waiver of any other of
subsequent breach hereol, nor of any other covenant or condition hereol.

21. Upon surrender by the Lessee of said leased premises in whole or in part or upon the termination of the Lessed’s rights and
interests in and to the leased premises, or any part thereol, in any manner herein provided, the Lessea will quielly and peaceably
surrender possession thereof lo the Lessor and agrees o release to the Lessor, ils successors or assigns, ali right, title and Interest of
the Lesses in the leased premises, or the portion thereol in which the Lessea's rights have terminated as hereln provided. in the event
of a partial release of the property so released shall be subject 1o the easements and rights of way herein provided for and dppurten-
ant to any part of the leased premises retained by the Lesses, and the Lessee shall fursish to the Lessor a map showing the location
of such easements and rights of way. i there are any rights, interes!s, claims, liens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone claiming under Lesses al the lime of the release, Lessee shall take such actions, steps and
proceedings as may be necessary fo lerminate and extinguish any such rights, interesl, liens-and encumbrances, failing inwhich,
Lessor may do 50 al the sole expense of the Lessee, which expense, plus reasonable atlomey's fees, Lessee agrees to pay to Lessor
on damand. Upon request by Lessor, Lessee shall advise Lessor in writing that o the best of Lesses's information, knowledge and
befief no such righis, interesis, claims, liens or encumbrances affect tha fease premises released by Lesses.

22. Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shzll be and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments or rentals or in respect of any covenants, agreements or conditions 1o be kep! or performed by the Lesses,
the Lessee shall have the right during the term hereol, or at any time wilhin sixty (60) days after the date of termination of this lease
to remove from the leased premises all such perscnal property, excep! casing in water wells purchased by Lessor; provided, furthier,
that the Lessee may extend the lime within which such personal property may be removed for a period not exceeding six ()
months from such daie of termination by paying to the Lessor monthly in advance a remal of Ten Oollars ($10.00) an acre a month
for each twenty {20) acre subdivision upon which any such personal property remains. Any such personal property nol removed
from sald premises within s2id six (6) months’ period shall become the property of Lessor.

23. The Lessee agrees 1o 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 Lesses; to notiy Lessor promptly of
discovery of any of said substances in he leased premises and 1o furnish to tho Lessor on or before the twentieth day of each manth
a teue statement, in triplicate, of all productien, defiveries and deduclions in a form satisfaciory to the Lessor. All records of the
operations and productions and sales ol said substances Irom sald leased premises shall, at all reasonable times, be open 1o the
inspection of Lessor's agents and representatives.

24. Lessee will keep an accurate log and casing record showing the progress of drilling, character of lormations encountered
ot drilled through, and casing in each well in which drilling shall have been done on the leased premises, and furnish Lessor a copy
thereo! upon the compietion of or the abandonment of each well, and a true copy of all surface and subsurface surveys made of each
well drilled under this lease. Lessee will furnish all reasonable facilities for making such observations, measurements and rocords ag
the Lessei may dzsire and Lessor's duly appointed agents and representatives shall have frea and full access at thelr sole cost, risk
and exponse to all of the wells and works and to all property in and uvpon said leased premises.

25. Lessee agrees fo conduct Lessee’s operations so as to interfere as litlle as is consistent with the economical and ordinary
use of tha premises for the purposes herein reserved by the Lessor, to lay and maintain all pipe lines not less than thirty-six inches
(36"} below tha surlace of the ground; to fence all sump holes and excavations lo safeguard livestock grazing on said tand: to
provide substantial gates at poinls where fences are cut by ihe Lesses; and to use reasonable care and diligence to prevent the
overflow of ail or water which may be detrimental to vegetation on those portions of the leased premises which are suilable for
grazing, agricultural or horlicultural purposes.

26. Lessea shall cary on Lessee’s operations hereunder in a careful and workmanlike manner. Lessee shall comply with any
and al applicable valid statules, ordinances and governmental orders and regulations pertaining to the exarcise of rights leased hero-
under end shall furnish such evidence of Lessee’s compliance therewith as may be required by Lessor. Lessea shafl furnish evidence
satisfactory to Lessor that abandened wells have been properly abandoned in compliance with applicable statutes, ardinances and
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27. Upon termination of this lease in any manner, or if any well is abandoned the Lessee agreas 1o selevel the surlace of the
property involved, and to fill all abandoned sump holss and excavations made by Lesses; to remove all derricks, tanks and tank
supports, and if there are any pipe lines running from any abandoned well, or any other place on the property, the same shall ba
removed |f the Lessor desires, and ditches opened up by removal of the pipe line and the ground made to conferm to the nalural
contour. Lesses will also remove all cement blocks or foundations which may have been placed on the teased premises, and any and

- &ll other supporls placed by Lessee or permitted by Lessea to be placed on said leased premises and which, in any manner, interfare
with the use théreol.

'28. Lessee agrees to release and fo indemnily and save hammless Lessor, the surface owner of sald property, the helrs,
personal represantatives, successors and assigns of the surlace owner, and any corporation affiliated with, owned or controlled by
*. Soihem Pacific Company, a corporation, from and against any and all claims, causes of action, liability, costs and expenses'arising

out of injuries to, or deaths of, all persons whomsoever, and foss of, or damage to, all property whatsoever, directly or indiresily
" restilting from or caused by the occupancy of, or operations of Lesses on, the leased premises or property adjacent thereto, or the
" existance of ofl wells, gas wells, derricks, pipe lines or tanks or appurienances thereol, used by the Lessea on said leased premises or
property adjacent thereto, including, withaut limiting the generality of the foregoing, the breakege of pipe lines, lanks or other
equipment or the escape or loss of oll, petroleum producls, gas, water or fire therefrom.

29. Lessee agrees 1o pay before delinquency all laxes and assessments which have been or shall be levied and assessed on the
mineral rights in the teased premises, and on the buildings, structures, equipment and other personal property or improvements
placed, maintained or used by Lesses on ihe leased premises, and on the mineral substances stored thereon and not balonging to
Lessor. Lessee may deduct up io one-sixth (1/6th} of the laxes and assessments on minera! sights in the leased premises in each
fiscal year, pald by Lessee, from the royalties due and payable to Lessor for preducllon during each successive twelve months'
petiod subsequent to the day and month in such fiscal year on which the first installment of such taxes and assessments becoms
delinquent. The above amount of the taxes and assessments for a particular fiscal year so pald 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
instaliment in such fiscal year. Lessea agrees 1o pay to Lessor annually, within fifteen days afier demand, an amoun!t equal to five-
sixths of the real property taxss and assessments paid by Scuthern Pacific Land Company on the land overlying of occupied by the
leased premises {except on buildings, structures and other improvements {hereon nol ownad, maintained or used by Lesses) for the
fiscal year beginning July 1, 18 . prarated from __DECEMBFR 1, 1982 to.June 30, 1983 _ and for each fiscal
year thereafier during the term of this lease. Lessee shall pay any production or severance 1ax computed or based upon production
ol oil, gas or other minerat subsiences which may be imposed by the Federal Government, the State of California, or any of ils

potitical subdivisions, and Lessor shall reimburse Lessee for the same proporiion of said 1axes as Lessor's shares of the texes on the
mineral rights.

30. Either party may pay the entire smounl of any delinquent taxes or assessments which shall constitule a flen on said leased
premises and which should have been paid before delinquency by ine other parly as herein provided, snd penstties and interest
thereon, and shall be entilled to reimbursement from the other party of the parl of the taxes and assessments herein agreed to be
paid by such other pariy, and of the entire amount of the penalties and interest. Penaltles and interest on delinquent taxes and
interest on payments mada pursuant to this paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such annual adjustments, but shall be borne enfirely by the party obligated lo pay the tax or assessment belore
delinquency.

a1. Lessee shall rol commence drilling into or through the leased premises or consiruct, alter or repair structures or
improvements of any characler, except emergency repairs, upon said property until after written notice thereof is given to Lessor.
Lessor may post and mainiain upon the leased premises notices of non-tesponsibility as provided by law. Lessea agrees to pay in fult
all persons who perform labor or sewvices on, furnish materials joined or affixed to, or provide equipment for, sald property. or the
construction, re-construction, repair or placement of any struciure improvement on said property, at Lessee's instance or request.
Lessee shall not permit or suffer liens of any kind or nature to be enlforced against said property for such labor, services, materiais or
equipment. Lessor shall have the right to pay any amouni required 1o release any such lien or tiens, or to delend any action brought
thereon, and 1o pay any judgment entered therein and the Lesses shali be liable to the Lessor tor all costs, damages and reasonable

attorey’s fees, and any amounts expended in defending any proceedings, or in the payment of any o! said Yiens or any judgement
obtained therefor.

32 Lesses agrees 0 pay %0 Lessor interest at the rate of 10% por annum upon any and all amounts whatsoever due under this
lease to Lessor from the date payment of each such amount is due and owing 1o Lessor or from the dale of each breach by Lessee of
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each payment of said amounts, unless such payment

is tendered or paid to Lessor within 30 days after the date a payment is due and owing hereunder 15 Lessor or the date of such
breach, as the case may be.

33. Il Lessor shall bring suil 10 compel performance of, or to recover for breach of any covenant or condition herein contained,
or for declaratory relief, and prevails therein, Lesses agrees to pay 10 Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34. All payments to the Lessor shall be made to il at One Markel Plaza, San Francisco, Calilornia 84105, but Lessor may at any
tima by nolice to Lessee change the place of payment.

35. Any demand, notice or statement herein requested or required to be given by one party to 1he oiher shall be in writing.
Delivery of such written notice or statement 1o Lessor shall be conclusively taken as sufficient il and when deposited in the United
States Mail, with postage thereon fully prepaid, cerified or repistered, addressed to Lessor at Cne Mearket Plaza, San Francisco,
California 84105, and delivery of such nolice or statement to the Lessee shall be conclusively taken as sufficient if and when
deposited in the United States Mail, wita postage thereon fully prepaid, certified or registered, addressed to Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202. Any party hereto may, by written nolice, chanpe his or ils address to which such
demands, notices or stalements may be sent.

36, This instrument is a fease and is not and shall nol ever be held or interpreted 1o be a mining partnership or parinership of
any kind. or in 2ny sensa whatsoever; the inlention of the parties hsreto being to esisblish and create hereby between themselves
only the relationship of Lessor and Lesses in accordance with the terms, provisions, conditions, covenants, reservations and
agreemeris herein set forth,

37. 1t is agreed thal in case Lessee shall, except by Lessor, be lewlully deprived of the possession of said premises, or any part
thereof, Lessee shall notify Lessor in writing setting forth in full the circumstances in retation thereto, whereupon the Lessor may, at
its option, either reinstall Lessee in possession of the leased premises or terminate this lease as to the premises or the part thereol,
the possession of which Lesse fs so deprived, by giving nofica in writing to the Lessee to thal effect and at the same time paying, or
tendering with such nolice, 16 the Lessee the sum of One Hundred Dollars {$100.00), plus the pro rata amount of any rental, thereto-
fore paid in advance by the Lessee under the provisions of paragraph 3 hersof and appticable to said premises, or such portion, for
the unexpired renial period, whereupon no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeabls agalnst Lessor.

38, If Lessee is adjudicated a bankrupt, or shall make an assignment for the benefil of creditars, or file a voluntary pefition
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undar any law. (havmg for ils purpose the adjudication ol Lessee a bankrupt, or the extension of lime of payment, cDmpDSHIDI‘I,

- adjustmant, modification, settlement or satisfaction of the liabililies of Lessee), or a recziver be appoinied for the properly of Lessee

;" by reason of lha Insolvenqr of Lessee notwithstanding anything to the conwrary elsewhere in the tease, Lessor shall have the:
._Immdla!a right to terminate this !easa and to take exclusive possesslon of the leased premises. Tha acceptance of rent or other.
‘payments for the use of the leased premises shall not coristitute a waiver of Lessor's right to terminate this lease as above set forth. if -

“: there are two or mora Lessees hereunder, or if Lessee is a parinership, then the right of Lessor to terminate the entire lease shall be -
" exercisable in case any.ona of the Lessees or parners is au‘}udged a bankrupl or becomes subject to or pamclpa'les in any oiher .
T 'proceedmgs or. procedure hereln mentioned. 2

s : 39 I, &t the axplrahon of the term of this lease, any wells are belng drilled by Lessee on the leased pl’EI‘I‘IISBS or any exislmg

. wells gre producing or capable of produicing ol or gas in paying quantities, but are not belng produced for reasons authorized under
- - - this ease, Lessee shall have the oplion of renswing this lease as long thereafter as such substances are produced or capabte of

. belng produced to Inclide drilling units as defined in paragraph 3 hereol, occupied by wells producing in paying quantities or wells .
.. in process of being drilled on the sams acreage specified in paragraph 3 hereol, together with the same rights provided tor.in
- paragraph 18, on and subject to the same royallies, lerms, covenants and conditions as are herein specified; provided, written notice -

" from Lessze of such renewal shall ba received by Lessor not more than six (6) months nor less than thiny (30) days prior 1o lha

expiration of tha original term hereof. .

_40. This fease shall inure to the benefit of and be binding upon the respective heirs, adminisirators, executors. suceessors and

: assugns of the parties hereto, but no assignment of this lease, or any sub-lease or agreement affecting this legse, or the teased
premises, or any interest therein, shall be valid, unless made with the consent of Lessor in wriling, and no change in ownership in the
fand or in the rentals or royalties shall be binding on Lessea until Lessea shall have recelved written notice of such transfer or
assignmenL ‘Al covenanls, agreements and stipulations herein conlained shall run with the property.

41. i there ba more than one Lessez named herein the term “Lessee™ shall designate the plural number, and the obtigations of
the Lessee hereunder shall ba 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 at any time during which this lease
Is in effect, and such well of wells are shut-in, Lessee shall pay as royalty 1o 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 date on which the leasad premises or a portion thereof
ara unitized with 'ands on which there is a shut-in gas well, and thereafier on or before the anniversary date of such payment during
. the period such wall or wells are shut-in. Upon said payment [t'shall be considered thal such well o wells are producing gas in
Iy commercial quanitiles for all purposes hereunder.

IN WITNESS WHEREOF, the parties hereto have caused these presents 10 ba executed s of the day and year first hereinabove
written.

SUN EXPLORATION

D COMPANY  : AND PRODUCTION COMPANY READING & GAVR L?UM Co.
By: MSP m&ﬁ'thv- By: / //
i) Agent and Attomey-m-r ol

CHARLES R, MANGUM

SOUTHEAN PACIFIC

STATE OF OKLAHOMA

COUNTY OF TULSA

o .un-,,,

quJgﬂ g instrument was acknowledged before me on this 18th day of February, 1983, ,
Qﬁr . 2‘as VICE PRESI Em:,\mns of READING & BATES PETROLEUM CO.

_-'.- < l-r( A G

|b)

1 A e £t b

o
...n- rlu,.'

,""-"" Lynne . Plumlee - Notary Public
"cw’gu-sﬁﬂn E;cp::res. 1100 Mid-Continent Bldg., 409 S. Boston Ave.
Mazih a5 nlée Tulsa, Oklahoma 74103

[t ]
STATE OF Coloru!o e T A Ly
SOUNTY OF Demwer - ... c- -
The foregol.ng instrument was acknowledged before ma on th!.l _17th day
of _January , 1983, by CHARLES R, MANGIM,as AGENT AND Anomm'z-m-ucr
i, 9:..5!1“ BKPLORATIOH AND FRODUCTIONH COMPANY,

Fotary Fublic BOOK} TUTAGEZ 1 B
1801 Broadway, Suite 1000 )
Denver, Cclersdo 80202
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EXHIBIT "A"

_Attached to and made a part of that certain agreement -

05885

e
"o

_ dated December 1 , 1982 between .

. _GOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION . =

- ¢OMPANY and READING & BATES PETROLEUM. CO.

. MDM B T
Subdivision Sec. Twp. Rge. _Rhcres '
*  All 1 30N  4BE 637.22
kA1 23 31N 48E 640.00
* A1 25 31N 4BE 640,00 -
kATl 35 31N 48R 635.76
* YLots 3,4, S% of W & Sk 5 30N 49E 481.31
NEY 5 30N 49E 161.37
TOTAL - 3,195.66
STATE OF CALIFORNIA t -
City and Counly of San Francisco
Onthis _20th dayoy December  ___ iniheyear One Thousand Nine Hundred and Eighty _TWO before
me, JANETTE LEA CABRAL a Notary Public in and for the City end County of Sant Francisco, State of California, personally oppeared
B {One Marked Plaza) R. A. Berger ' .. _
4 Im"m for e gu B thhe Vice President and General Hanagé-:-_ _
; 2z of the corporotivn___ Joscribed in and they excouted the veithin instrusent, and eolse known
/’ﬁ\n JANEYTE LEA CRERAL 1o nre 10 be e persesr __ whe execated it op bebalf of the cosporation .. therein named
‘; .._.,-'J'A‘-"?i llg}'{g‘;!!lp‘l"fﬁgim' : DNl and e __ aehpenhidged to e thal sy corpestation ___cxevisad the sone,
E: S 3 CiTY END €O
T NS YT c-».-,rinsi:—:: b IN WITNESS WHEREQF, | have herewnta set my hand and effixed my officizl seol at
H Sra e o1y office in the City end Corniy of San Francisco, the day and yeor in this coriifivete fiest ebove
ohove writlen,

Corporation Wé Loz . —
NotaryZPublic in and o1 the City and County of San Francsco, State of Califotnia.

My Commission Eapites December 13, 1985
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