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3 AND GAS LEASE
THIS | LEASE, made In duplicaté this __ FIRST . day of . DECEMBER E10R2T by
and - betwsen - SOUTHERAN * PACIFIC. LAND - COMPANY, ™ a. California corporation,  hereinafter celled “Lessor”, Jand SUNT
EXPLORATION AND PRODUCTION COMPANY. As to an undivided 75% Inlerest, and READING & 'BATES PETROLEUM CO. &s ©
ded 25% interast, hereinafier collactively -called “Lesseg™, - ST e b

rmance by Lesses of all the p}pvié.iohsrbéhlgiﬁgd hergin
all that certain property, soméili_rrles:hera_in;lhar'relarre_cl_ .
" NEVADA _', more particularly

1. Thai Lessor;

‘ i consideration of the observance and falthtul perfo
does hereby lesss ta Lesses for the term and purposes herelnafier set forth,
o a5 “leased prémises”, in the County of . EURERA . State of
described _tj.in Exhibit "A" attached héreto and 'made a part hereof.

Subject io easoments, leases and restrictions effecting said property.

For the purposes of this leasa, Lessee shali have the right {subjact to the provisions hereof and to the extent of Lessors
ownerstip tharsaf) to explore, drill for and to produce, extract, take and ramove &f! oll and gas herainatier referred to as ‘subsiances’,
con.sined In said propedy, to store said substances upon sald prope:ty, 1o focals, erect, construct, maintgin, replace and operate
upon &ad in said property such iacililies and siructures {except refinsries or topping gas planis) as may be necessary in the
production, treatment, sloraga of transportalion of said substances from sald property, and to appropriate and use such waler as
- may be necessary for he above operations. e .
: Reserving unto Lessof, ils succassors and assigns, U
and pipe, telegraph, telephone, signal, communication and powe
sald property for any and all other purpsses consistent with the rights herein lessed to Lessee.

: 2, Tha tenm of this lesse shall be for twenty-fiva (95) years, from and after the FIRST-
1982, unless’sooner ferminated or forfelted. aither in whole or in part, s’ hereinaftor provided.
_ 3. Lesseo ngrees 1o pay to Lessor & cash rentat of $_ 65274.72 __ in advance on the dale of delivery of this lease for the -
firstyesr—.—- of tha term hereof, and annually thereafter, on or before the first day of each successive year
of the term hereotf a cash-rental of $200 an acre per annum in advance, provided that rental shall not accrue or be payable for:
- {abeach “drilling unit" upon which there Is a producing oll or gas well on tha dato when rental is payabls,
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{bjeach 640 acre subdivision wilhin the boundaries of the leased premises on which drilling is in progress on the dale when
renlal is payable, or

{c}each 640 acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paying
quantities on the leased premises or within offset distance, as provided in paragraph 16, and Lessee has determined, as
provided in paragraph 15, that conditions are net such as to indicale a reasonable probability of the discovery of oil on the
leased premises, or

{d)each “dritling tnit™ on which there is 8 producing oil or gas wall, for any period during which Lessee is prohibited by law, or
by the orders, rules or regulations of & competent administrative authority, constituted by law and not by voluntary
agreement, from producing sald subslances therefrom.

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

in which the leased premises are localed, a “drilling unit" as used In this lease shail be:

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

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

Subject to the lerms and provisions of Sections 4 and 26 of this lease, a twenty (20) acre subdivision 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 as used
herein shall be a legal Government forty {40) acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shall be
2 kegal Government one hundred sixty {160} acre subdivision, all according 1o the United States suivey.

4. Except as herein otherwise provided specifically including Section 19 of this lease, the Lesses shall commence drilling an oil
or gas well on the leased premises on or belore five years from date hereof (referred to In Seclion 4 as “sald date’}, and shall
continue the work of drilling such well with due diligence unlil completion. Atier completion ol the first well, Lessee shall commence
drilling another well on said leased premises within one hundred twenty (120} days and shali continuously operate at least one string
of tools in drilling wells on the leased premises, allowing one hundred twenly (120} days belween tha completion ol ong well and the
commencement of tha next succeeding well until one oil or gas well producing from each productive zone has been completed to
each drilling unit; provided, however, that if any well completed before said date shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessea ray commence drilling the next well at any time before sald date. Nothing herein
shall imil the number of wells which Lesses may, al Lessee’s option, drill in excess of the number herein specified, or the deplh to
which any well may be drilled If Lesses should elect to drill below the depth specitied. H Lessea 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, duties and obligations of Lessor and
Lessee under this lease shall ipso facto terminate.

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

6. Excep! as hereinafier provided, Lessee shalt deliver to Lessor, as royalty, one-sixth (1/61h) of the nel oii, petroleum and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Sald royalty shall be subject to deduction from the gross product; the quaniity thal may be consumed in the Lessee’s
operztions hereunder, and after making deductions for temperature at 60° Fahrenheil, bottom settlings and moisture according to
the American Petroleum Institute methods.

7. Lessee agrees lo pay 10 Lessor as royaity one-sixth (1/6th) of the value of natural gas produced and sold from the leased
premises, and one-sixth (1/61h} of the vatue of residual dry gas soid after the processing of the wet gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee to save of market natural gas or residual dry gas unless there
shalt be a surplus above fuel requirements, and a market at the well therefor. Such value shall be delermined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same 10 the pipe ling of the
purchaser on the Jeased premises. Lessee shall nol be required to pay royalty for any natural gas or residual dry gas usedin Lessee’s
operations on the leased premises. Lessee shall not use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upor lhe price to be paid o the Lessor lor its one-sixth {1/6th) share of such gas.

8. {2) ¥ 1he wel gas produced {rom said premises is processed for the purpose of manufacturing natural gasoline and/or other
petroleum products then Lessee shall pay to Lessor one-sixth {1/6th) of the total velue of all natural gasoline andfor other petroleum
products recovered and saved from said gas, less the cost of producing and setling the same, which cos1 shall include the expense of
operaling and maintaining the planl and facilities used in the gathering and processing of said wel gas and the storage and shipping
of sald gasoline and/or other pelroleum products. In no event. howevar. shall the total of said cost of producing and selling exceed
fifty (50) percent of the total value of ali natural gasoline andfor other petroleum products recovered and saved from said wet gas
computed in the manner hereinafter set forih. in computing the value of said gasoline and/or other petroleum pioducts the gasoline
and/or othar petroleum products shall, if s01d by Lessee to third parties, be valued at the respeciive nel ex-tax prices received by
Lessea from the sale thereol at the plant or plants where produced. If said gasoline and/or other petroleum products are retained by
Lesses for Lesses's own use, such products shall be valued at the respective ex-1ax prices posted of established for natural gasoline
of like Reid vapor pressure and/or tor other pelroleum products of the same quality produced inn the same field during the same
calendar month.

(h) If any wet gas produced from caid premises is 50'd by Lessee for the purpose of manulaciuring natural gasoling and/or
ctaer pelicieum products on a basis whereby a royalty therein is 1eserved 1o Lessee, payable in money, then the Lessee shall pay to
the Lessar one-sixih (1/6th} of the total amount of the royalty 50 reserved 10 Lessee, provided, however, that the amount of royalty {o
be paid to Lessor hereunder shall be not less than one-sixth (1/6th} of fifty (50) percent of the total value of such products so
manufaclured.

{c) In the event wet gas produced fram said premises is sold for the purpose of manufacturing natural gasoline and/or other
petroleum products on a basis whereby a quantity of the natural gasoling and/or other petroleum producls recovered iherefrom is
reserved to the Lessee as royalty payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th) of the total value of said
natural gasoline and/or other petroleum products so reserved to Lessee, provided, however, that the total amount to be paid to
Lessar hereunder shalt-be not less than one-sixth (1/6th) of fifty {50) percent o! the tolal value of such products so recovered.

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

8. Unless Lessor shall elect lo receive its royalty oil in kind, the Lessee will purchase the royalty ol from the Lessor (a} at the
highest posted available market price of the oil &l the well, or in the field in which the wells are situated (effective at the time of
removal from lease tanks) of all such oit so produced and saved by the Lessee from said wells and removed therefrom during the

preceding calendar month, or {b} in the absence of a posted market price for such oil, the pravailing markel price al the well orin ~
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the field (effective at the ime of removal from lease 1anks) of such oll, or (g} in the absence of a prevailing market price the actual
price received by Lessee for such oil as said wells, or {d) in the absence of sales by the Lessea at the wells the reasonable value of
such oil; provided, howaever, that if the Lessee disposas of such oil at a price, including bonus, in excess of the posted or prevailing
markel price, the price to be paid for such royalty cll by the Lessee shall be the same price, including bonus, received by Lessea.

10. At Lessor's oplion, exercised nol oftener than once in any one (1) calendar year, and upon sixty (60) days® previous writlen
notice, the Lessee will deliver the kind, free of cost to Lessor, the said royalty oil. Should Lessor requira thal royalty oil be delivered In
kind, Lesses, il requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sutficlent to hold an
accumulation of not to exceed thirty {30) days’ production of royalty oli and will place sald royalty oil in storage for the Lessor in sald
tanks as and when it is produced. Lessee shall be in no manner responsible or held liable for 1055 or destruction of such stored oil
belonging to Lessor from causes over which Lessea has no control. Lessor agrees to remova the royalty oil so stored from said tanks
as often as may be necessary to keep sufficient space available in said tanks for current accumulations of royalty cil. No royaity shall
be due the Lessor for or on account of oil lost through evapaoration, {eakege or otherwise prior to the removal of same or delivery to
Lessov, if royalty oli shall be delivered in kind. if Lessee purchases the royally oil, the Lessee may deduct therefrom a proportionate
part of the actuat reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only in the event, however, that such oil Is treated by the Lesses on or in the immediate vicinity of ihe leased premises. !f the
Lessor shall elect to recalva royaity ol in kind, such royally ¢il shall be of the same quality as that removed from said leased premises
for the Lessee’s own account, and if Lesses’s own oil shall be trealed 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 reascnable cost of freatment.

11. All royalties payable and the price for all such substances which shall be sold 1o the Lesses hereunder, under the terms
hereof, shall be paid by Lessee 10 Lessor on of before the twentieth day of the calendar month next succeeding that in which detivery
of such substances shall have been made o the Lessee under such sale, and all royalty paid in kind shall be deliverad to the Lessor {
from time to time as the same is obtained on said premises and stored and handied as herein provided.

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

13. Subject to the terms and provisions of Section 43 of this lease, each producing well, as soon as completed by the Lesses,
sha!l be placed upon production and shall thereatter be operated by Lesses diligenlly and continuously, and in accordance wilh
sound ol field practice. Lessee, from time to time as necessary, shall clean out the wells and do any and all other work required to
keep them in condition for production and the extraction of oil and gas therefrom fo best advantage. Except as hereln otherwise
pravided, the Lessee will keep each well drilled on the properiies covered by this lease producing to capacily consisient with good
oparating practice.

4. This Lease shall be subject 10 all laws, statutes, rules and regulations heretolare or hereafter enacied or promuigated 1o
conlrol, 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 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, statutes, rules or regulations or with any such agreement shiall hinder, delay or interfere with the camrying out
of any provisions of this lease, Lesses shall not be considered in defaull or be liable to Lessor for any damage or injury suffered or
sustained on account thereo!, nor shall Lessee's rights be subject to forfeilure by reason thereof, notwithstanding any provisions of
Ahis lease; provided, that such agreements atecting the leased premises shall.not be for periods greater than one (1) year without the
Lessor's writlen consent, and provided, further, thal no such agreement shall-authorize Lesses to discriminate against sald leased
: pramises in favor of any other properlies owned, leased or operated ty the Lesses in the sama figld, nor excuse such discrimination
v either in the drilling or producing obligations of the Lessee hereunder, Lessee will furnish Lessor with copies of any written
agreement for the voluntary cunailment of said production, and if there ara no such agreements, Lessee shall furnish Lessor with
copies of orders of the Oil Umpire, or any other authority having the power 1o make orders for volunlary curtailment. The Lessee
shall not be considered in default because of any acts done pursuant 1o or in reliance of any law or statute, rule or regulation, here-
atter declared unconsiituiional or voit prior 10 a determination of such unconstitutionality or invalidity by a cour of lasi resort.

15. If gas is discovered in any well in paying quantities and Lessee shall determing that conditions are nol such as ta indicale a
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligations shall be reduced so that the Lessee shall be required 10 drll not more than
one well to each one hundred sixty (160) acres, or major fraction thereof. For the purpose of this lease, a gas well shall be any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand {10,000} cubic feet per barrel, and an oi! well shalt be
any well producing at a gas-oil ratio of ten thousand (10,000) cubic feet 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-oi! ratio. I, at any
later period, oil shall be discovered in paying quantities on the leased premises or in the event that oil is discovered in paying
quantities in any well within ofiset dislance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
shall revive as an oil lease, nd all of the conditions herein stipulated as to drilling for oil shall become effective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shall be subject 1o (i) the applicable
rules and regulations of the regulatory authority having jurisgiction of the state in which the feased premises are located, and (ii}
Section 3, 14 and 26 of this lease.

16. Subject to the terms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled on adjolning pro-
perty which is not unitized with Lessor tands and compleled in & zone lhe average depth of which is iess than four thousand (4.000)
feet and within three hundred thirly (330) feet, 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, orir the event that a gas well is completed on adjoining property which is not
unitized wilh Lessor lands within thideen hundred twenty (1,320)feet of the exterior limits of any property 8l the time embraced in
this lease in each instance and oil or gas is produced therefrom in paying quanitites for & period of thirty (30) days, and the drilling
tequiremants under this lease ara not fully comiplied with,and the owner of such well shall operale the same and markel the oil or gas
thes»from, then, unless there is a well then being drilled or on production on 1he leased premises within the applicable offset distance
from the common boundary line, the Lessee agrees {0 offset such we!ll by the commencement of drilling operations within sixty {60)
days thereafter in the leased premises, and complete il at approximately the same distance {rom the common boundary line as said
well on the adjoining property is completed, and proceed difigently and continuously to grifl and complete said offset well {o the zone
from which such well on the adjoining property is producing; provided, however, that in the event Lessea s drilling an cil or gas well
upon the leased premises at the lime of discovery of oil or gas on the adjoining property, the time for commencing the drilling of an
offset well shall ba extended until ninaty (90) days afler the completion or abandonment of said wall then being drilled by Lessee cn
the teased premises; provided, however, thet in no event shafl sald time be extended beyond six {6) months after the completion of
the well on the adjoining properly. For the purpose of satisfying drilling obligations hereunder. offset viells shall be considered as
other wells required to ba drilled hereunder, provided, always that Lessee agrees to space oil or gas wells on the leased premises
according to the same spacing of oll or gas wells on the adjoining property in order properly and eflectively to offset production from
wells on such adjoining propery and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generally to producers in the same
field for oil of a gravity of 14° American Petroleum Institute Scale, or of any higher gravity, at 60° Fahrenheit shail fall below One
Dollar ($1.00) per barrel &t the welis; provided, however, that drilling or production from ofiset wells shall not be suspended on the
leased premises unless the ofsetling wells on the adjoining premises also discontinve producing.
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18. Any obligations, covenants or conditions imposed upon the Lesses shall be suspanded only while Lessee's compliance is
prevenled by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riots, delays in transportation, {nability to
secure malerials, labor, drilling equipment or transportation in the open markel, or Interdsrence by Govermmental action, or any other
cause beyond the reasonable control of the Lesses, whether similar or dissimilar to the causes specifically mentioned. If such
suspension occurs, the payment of any delsy rental during such suspension shall be excused and the lease term shall be extended
for a period of tima equal to 1ha period of such suspension and any such extention of the lease tarm. Lessee may resume the
payment or tender of rentals In sccordanca with Paragraph 3 herso! after the period of suspension the proportionate part of the
rental for the rental year remaining afler such period of suspension. Lessee's obligation to pay royalty on ofl and gas production
produced, s2ved and marketed shall never be suspended under this paragraph. Whenever Lessee would olherwise be raquired to
surrender any of the leased premises as an allernative to the perfermance of any obligation under this lease and such obligation is so
suspended, then so long as such performance is suspended under this paragraph or other provision of this lease, Lessee shall not ba
required to surrender any portion of the leased premises.

If the permission or approval of any governmental agency is necessary before drilling or other operations ¢an b lawfully
commenced on the leased premises, then if such permission or approval has been applied for at least thirty (30) days prior to the
data upon which such operations must be commenced under the terms hereof, the obligation to commence such operalions shall be
suspended until thirty (30) days afier the governmental permil Is granted or approval given. I such permil or approval is denied
initialty or xt any time during the approva! or permitting process or is revoked after issuance, then so Jong as Lesses in good faith
appeais {rom such denial or revocation or conducts further proceedings in an attempt 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 Lessce may, al Lessee's option, at any time surrender and quitclaim this tease as to all of the feased premises or as to
any ong of more twenty (20) acre subdivisions thereof as herein defined, and shall ba released from all obligations therea’ter arising
#iih respect 1o the premises surrendered and quitclaimed, and in the case of a panial surrender and quitclaim all of the rental and
drilling obligations shall ba reduced pro rata. At any time after the completion of the first well, or any subsequent well on the leased
premises, Lessee may cease furlher driiling and if the full number of wells shall not have been drilled Lessee shall thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling units eccupled by prcducing oil or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease until abandoned or until the end of the term
thereof, and the extended term, if renewed as hereinafler provided. Each of sald drilling unils shall, in each instance, conlorm to
subdivisions as defined in paragraph 3 hereol. Lessee shall have the right to do such things as may be necessary to keep such
drilling unils in the highest productive state, incfuding 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 o restore production if 1l shall cease from any cause.

20. Upon 1he violation by Lessee of any of the terms, covenants or conditions of this lease, and failure to remedy the defaull
within thirty (30) days afier receipt of written notice from Lessor so to do, then a1 the oplion of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessee in and to said property shall be al an end as to all said properties, except that the
Lessee shall have the right to retain and hold under this lease the area surrounding each well preducing or being drilled, with respect
to which @ is not in default to the same extent and with the same rights as provided in paragraph 19 hereed in the event of a surrender
by the Lessea. The waiver by Lessor of any breach of any covenant or condition hereo! shall not be a waiver of any cther or
subsequent breach hereol, nor of any clher covenant or condition hereol.

21. Upon surrender by the Lessee of said leased premises in whole or in'part or upon the lermination of the Lessee’s rights and
interests in and to the leased premises, or any part thereol, in any manner herein provided, the Lessee will quigtly and peaceably
suirender passession thereof to the Lessor and agrees 1o release to the Lessor, its successors or assigns, all right, title &nd interest of
the Lessee in the leased premiises, or the portion thereof in which the Lessee's rights have terminated as heteln provided. In the event
of a partial release of the property so released shall be subject 10 the easements and righls of way herein provided for and &ppurten-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a map showing ihe location
of such easements and rights of way. If there are any rights, inlerests, claims, fiens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyona claiming under Lessee at the time of the release, Lessea shall iake such actions, steps and
proceedings as may be necessary 10 terminale and extinguish any such rights, interest, liens and engumbrances, failing inwhich,
Lessor may do $o at the sole expense of the Lesses, which expense, plus reasonable attorney’s fees, Lessee sgrees to pay 1o Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in wriling that to the best of Lesses's information, knowledge snd
belief no such rights, interests, claims, liens or encumbrances affect the lease premises relsased by Lesses.

22. Derricks, buildings and other struclures, irnprovements, equipment, machinery and appliances placed by the Lessee on or
in the demized premises shall be and remain the personal propery 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 congilions 1o be kept or performed by the Lessee,
the Lessee shall have the right during the teem hereof, or at any time within sixty (60) days afier the date of termination of this lease
o remove from the leased premises all such personal property, except casing in water wells purchased by Lessor; provided, further,
that the Lessee may exlend the time within which such personal property may be removed for a period not exceeding six (6)
months. from such date of termination by paying to the Lessor monthly in advance a rental of Ten Dollars ($30.00) an acre a month
for each twenty (20} acre subdivision upon which any such personal properly remains. Any such perscnal property not removed
from said premises within said six {6) months’ period shall become the property of Lessor.

23. The Lesses agrees to keep fuli records of the operalions upon and production and sales of said substances from said
leased premises independently of and separale from any other premises operated by the Lessee: 10 notify Lessor prompily of
discovery of any of said substances in the leased premises and 1o furnish to the Lessor on or before the twentieth day of each month
a true stalement, in friplicate, of all production, deliveries and deductions in a form satisfactory to the Lessor. All records of the
opeiations and productions and sales of said substances from said leased premises shall, at all reasonable limes, be open to the
inspection of Lessor's agents and sepresentalives.

24, 1.ossea will keep an accurale log and casing record showing the progress of drilling, character of formations encountered
or dnii=d throug?:, and casing in each well in which drilling shall have bean done on the leased premises, and furnish Lessor a copy
thereof upn the completion of or the abandonment of each well, and a true copy of ali surface and subsurface surveys made of each
well drilled under this lease. Lesses will furnish all reasonable facilities for making such observations, measuremenls and records as
the Lessor may desire and Lessor's duly appointed agents and representatives shall have free and full access at their sola cost, risk
ang expense to all of the wells and works and 1o all property in and upon said leased premises.

25. Lessee sgrees to conduct Lessee’s operations so as to interfere as littla as Is consistent with the economical and ordinary
tse of the premises for the purposes herein reserved by the Lessor, 1o lay and maintain all pipe fines not less than thirty-six inches
{367) below the surface of the ground; to fence all sump holes and excavations to safeguard livestock grazing on said land; to
provide substantial gates at points where fences are cut by the Lessee; and to use reasonable care and diligence to prevent the
overflow of 0il or water which may be detrimental to vegetation on those portions of the leased premises which are suitable for
grezing, agrculiural or horticultural purposes.

26. Lessea shall carry on Lessee’s operations hereunder in a careful and workmaniike manner. Lessee shall comply with any
and all appticable valid stalutes, ordinances and governmental orders and regulalions periaining to the exercise of rights Jeased here-
uricar and shall fumish such evidence of Lesseg's compliance therewith as may be required by L essor. Lessee shalf fumish evidence
salisfactory to Lessor that abandoned wells have been properdy abandoned in compliance with applicable statutes, ordinances and
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27. Upon termination of this lease in any manner, or if any wali is abendoned the Lessee agrees 1o relevel the surlace of the

property involved, and to fill ell abandoned sump holes and excavations made by Lessea; to remove all derricks, tanks and tank

‘supports, and il there are any pipe linés running from any abandoned well, or any other place on the property, the same shali be

remcved if the Lessor deslres, and dilches opened up by removal of the pipe line and the ground made to conform o the natural
contour. Lesses will also remove all cament blocks or foundations which may have been placed on the leased premises, and any and

- all other supports placed by Lessee or permitted by Lessee to be placed cn said leased premises and which, in any manner, interfere
with the use thereol.

- 28, Lesses agrees 10 release and to indemnify and save harmless Lessor, the surface owner of said property, the heirs,

_ personal reprasentatives, successers and assigns of the surface owner, and any corporation afiiliated with, owned or conirotled by
Southem Pacific Company, a corporation, from and against any and all claims, causes of action, lsbility, costs and expenses arising

out of injuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whatsoever, directly or indirectly
resulting from or causéd by the occupancy of, or operations of Lessee on, the leased premises or property adjacent thereto, or the
existence of oil wells, gas wells, derricks, pipe lines or tanks cr appurtenances thereof, used by the Lessee on said leased premises or
property adjacent thereto, including, without fimiting the generality of the foregoing, the breakage of pipe lines, tanks or other
equipmeant or the escapa or loss of oil, petroleum products. gas, waler or fite therefrom.

29. Lesses agrees Lo pay before delinquency all laxes and assessments which have been or shall be levied and assessed on the
mineral rights in the leased premises, and cn the buildings, structures, cquipment and other personal property or improvements
placed, meintained or used by Lessea on the leased premises, and on the mineral substances stored thereon and not befonging to
Lessor. Lessee may deduct up to one-sixth (1/6th) of the 1axes and assessraents on mineral rights in the leased premises in each
fiscal year, paid by Lesses, from the royalties due and payable to Lessor for production during each successive twelve months'
period subsequent 1o the day and month in such fiscal year on which the first instaliment of such taxes and assessments become
definquenl. The above amount of the taxes and assessments for a particular fiscal year so paid shall be deductible only from the
royaities 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 to pay to Lessor annually, within fifleen days after demand, an amount equal {a five-
sixths of the real property 1axes and assessments paid by Secuthern Pacific Land Company on-tha land overlying or occupled by the
leased premises {except on buildings, st:uctures and olher improvements thereon not owned, maintained or used by Lessee) for the
fiscal year beginning July 1, 19_8Z__ prorated from __ DECEMBER 1, 198 1o Juna 30, 1583 and for each fiscal
year thereafier during the term of this lease. Lessee shall pay any production or severance tax computed or based upon production
of oit, gas or other minerat subslances which may be imposed by ihe Federal Governmeni, the State of California, or any of ils
potitical subdivisions, and Lessor shall reimburse Lessee for the same proportion of safd taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either pary may pay lhe entire amount of any delinquent taxes or assessments which shali constitute a lian 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 part of the taxes and assessments hereln agreed 10 be
paid by such other party, and ol the entire amount of the penalties and interest. Penallies and interest on delinquent taxes and
interest on payments made pursuant to this paragraph shall not be apportioned with the principat amount of taxes and assessments
in making such annual adjusiments, but shall be borne entirely by the parly obligated lo pay the iax or assessment belore
delinquency.

31. Lessee shall npt commence drilling into or through the leased premises or construct, alter or repair structures or
improvements of any character, excepl emergency repairs, upon said property until afer written nolice thereo! is given to Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees 1o pay in fult
all persons who perform labor or services on, furnish materials joined or affixed 1o, or provide equipment for, said property, or the
construction, re-construction, repair or placement of any structure improvement on satd property, at Lessee's instance or request.
Lesses shall not permit or suffer liens of any kind or nature 1o be enforced against said propesty for such labor, services, materlals or
equipment. Lessor shall have the right to pay any amount required to release any such lien or liens, or to defend any action brought
thereon, and te pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs, damages and reasonabla

atiomey’s fees, and any amounts expended in defending any proceedings, or in the payment of any of said liens or any judgement
oblainad therelor.

32, Lessee egrees 10 pay o Lessor interesl at the rate of 10% per 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 o Lessor within 30 days after the date a payment is due and owing hereunder 1o Lessor or the date of such
breach, as the case may be.

33. H Lessor shall bring suit to compel perfarmance of, or 1o recover for breach of any covenant or condition herein contained,
or for declaratory refief, and prevails therein, Lessee agrees to pay lo Lessor reasonable atlorney fees In addilion to the amouni of
judgment and costs.

34. All payments 1o the Lessor shali be made to it 21 One Markel Piaza, San Francisco, California 84105, but Lessor may at any
time by notice to Lessee change the place of payment,

35, Any demand, notice or stalemeni herein requested or required to be given by one party to tha other shail be in writing.
Delivery of such written notice or statement to Lessor shall be conclusively taken as sufficient if and when deposiled in the United
States Mail, with postage thereon fully prepaid, cerlified or regisiered, addressed to Lessor at One Market Plaza, San Francisco,
California 84105, and delivery of such notice or stalement 1o the Lessee shall be conclusively taken as sufficient if and when
deposited in the United States Mail, with postage therzon fully prepaid, certified or registered, addressed to Lessee at 1000 Trinity
BuJilding, 1531 Broatway, Denver, Colorado 80202. Any party herelo may, by writlen notice, change his or ils address 1o which such
deman.’s, notices or statemenis may be sent.

38, This instrument is a lease and is no! and shall not ever be held or inferpreted to be a mining partnership or partnership of
sny Xind, or in any sense whatsoever; the intention of tha parties hereto being to establish ang create hereby between themselves
only the relationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenants, reservations and
agreements hersin se! forth.

37. It is agreed thal in case Lesses shall, except by Lessor, be lawfully deprived of the possession of said premises, or any part
thereof, Lessea shall notify Lessor in writing setting forth in full the circumstances in relation thereto, whereupon the Lessor may, st
its option, either reinstall Lessea in possession of the leased premises or terminate this lease as to the premises of the parl thereof,
the possession of which Lessee is 50 deprived, by giving notice in wiiting to the Lessee to that effect and at the sama time paying, or
tendering with such nofice, to 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 hereof and applicable to safd premises, or such portion, for
the unexpired reatal pericd, whereupon no claims for damages of whalsoever kind or characler incurred by Lessee by reason of such
dispossession shall be chargeable mgainst Lessor.

38, If Lesses is adjudicaled a bankrup!, or shall make an assignment for the benefit of creditors, or file & voluntary petition
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.- adjustment, modification, settlement or satisfaction of the liabllities of Lesses), or a recelver ba appointed for the property of LeSset;
S immediate right to terminate this lease and to take exclusive possession of the leased premises. The acceplance of rent of cther

. .thefe are two or more, Lessecs hereunder, or if Lessee is a partnership; then the right of Lessor to terminate the entire lease shall be -~ -
- ;;exerclsable in case any one of the Lessees or pariners is adjudged a bankrupt or becomes sub]ect to or pamclpauﬁ in any other .
o ;proceedmgs or. procedure herem memioned

N 'we!ls are producing or capable of producing oil or gas in paying quantities, but are not beling produced 151 reasons authorized under -~
" - this lease, Lessee shall have the option of renewing this Jease as long thereefter as such substances ere produced or capable of .
_ - being produced to includa drilling units as defined in paragraph 3 hereol, occupied by wells producing in paying quantities or wells .~

" - in process of being drilied on the same acreage specified in paragraph 3 hereof, together with the same fights provided for in
. paragreph 19, on and subjéct to the same royallies, terms, covenants and conditions as are herein specified; provided, written notice -

-expiration of the original term hereal.

ur_u::i_éi" any law '('ha\glng.for its purpose the adjudication of Lessee a bankrupl, or the extension of time of payment, compasition
by reason of the Insolvency of Lessee, notwithstanding anything to the contrary elsewhere in the lease, Lessor shait have the -

yrnen!a for lhe use of the leased premises shall not constitute a waiver of Lessor's righ! to terminate this lease as above set forth. If

39. I, at the expirahon of lhe term of this lease, any wells are Gelng drilled by Lessee on the leased premises or any existing

from Lessee of such renewal shall b recelved Gy Lessor nol more than six (6} months nor less than thirty (30) days prior to the

40. This lease shall inura to the benefit of and be binding upon the respective helrs, adminisirators, executors, successors and
assigns of the parties hereto, but no assignment of this lease, or any sub-lease or agreemen! affecting this lease, or the leased
premises, or any interest therein, shall be valid, 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 shall have received written notice of such transfer or
assignmeni. All covenants, agreements and slipulations herein contained shall :un with the property,

41. 1f there ba more than one Lesses named herein the term “Lessee” shall designate the plural number, and the obligations of
the Lessee hereunder shall be joint and several

42. Time is of the essence of this lease.

43. Where there is a gas wetl or wells on the leased premises or acreage unitized therewith at any time during which this lease
is in effect, and such well or welis are shut-in, Lessee shall pay as royalty to Lessor ithe sum of $1.2B0, per well per year. Said
paymen! is due on or belore ninety (90) days from the dale of shul-in or the date on which the Jeased premises or a portion thereof
are unitized with 1ands on which there is a shut-In gas well, and thereafter on or before the anniversary date of such payment during

the period such well or wells are shut-In. Upon said payment it shall be considered that such well or wells are producing gas in
commercial quanitites for ai! purposes hereunder.

IN WITNESS WHEREQF, the parties hereto have caused these presents to be execuled as of the day and year first hereinabove

writlen.
SUN EXPLORATION

SOUTHERN PACIFIC LAND COMPANY : AND PRODUCTION COMPANY READING & BATES 'ROLEUM CO.

Bwﬁ%{%m_éggw_-——ay S ﬁl—-/?//(

CRAZLES R, MAN ns: _R & Little, Yice Pusid oA

e - - -

STATE OF OKLAHOMA )

COUNTY OF TULSA ) 58.

.a-;';lhe ;fo going instrument was acknowledged before me on this 18th day of February, 1983,
.-R\‘- C".'".[J'él.ﬁ, as VICE PRESIDENT, LANDS, of READING & BATES PETROLEUM CO.

e % Lo ! Galod

Lori F. England — Notary Plblic

XA ) L SEAL ! 1100 Hid-Continent Building
omm‘iss on-, p res:

409 Scuth Boston Avenue
Jm;lf"—ﬁgﬁ— A\ff ixed } Tulsa, Oklahoma 74103

STAYE OF Colorado
COUNTY OF Denver

- . his 17th day
T The foregoing :lnstnment was acknowledged beforeme on t h_d
" of January ¢ , 18683, by CHARLES R, MANGUM,ns AGENT AND ATTORNET-IH FACT
of . BUH EXPLOEATION AND PRODUCTIOH COMPANT»

L‘rmgs.,w and offfcisl sesl. . . :
\v - S .
March 3, 1935

I N

Pl are
i Totary Public BOOK| [ PAGE225
: 1801 Broadway, Buite 1000

Denver, Colorado 80202




EXHIBIT "A"

- 05802

““Attached to and made a part of that certain agreement: . -

dated December 1', 1982 between -

'SOUTHERN ‘PACTFIC LAND COMPANY and SUN EXPLORATION AND' PRODUCTION ~ . =

.- "COMPANY and READING & BATES PETROLEUM CO.

y MDM LR
Subdivision - Sec. Twp. Rge. _ Acres
i *Lots 1, 265 & : |
SWs of NEX 1 288 S51E 126.89
Tk Lot;s 1&26&
sk of NEY 3 288 5IE 140,50
* NEk 9 28N 51B 160.00
*  NEX 11 28N S5I1E 160.00
* Tots 1l & 2 &
Wi of NE% i3 28N 51E 149,97
* WE: e 15 28N SI1B 160.00
% ALl b 17 28N 51E 640.00
* NEk 13 20N 51E 160.00
* A1l 15. 29N 5IE 640.00
* NEY 23 298 SIE 160,00
‘ x NE 25 29N SIE 160.60
! * NEk 27 298 51E 160.00 7
* NEY 33 298 SIE 160.00
* NEk 35 29§ 5I1E 160.00
TOTAL 3,137.36

*Reserved Mineral Interests

STATE OF CALIFORNIA ‘ 5s
City and Counly of Sen Francisco

- Oathis_ 20807 day of .December inthe year One Thousand Nine Mundred and Eighty _Two
T before me, JAMES W, YT, @ Notary Public in orid for the City end Counly of Son Francisco, State of California, personally eppeaored
ﬂuMndu:hnl R. A. Berger
Vice President and General Manager

presonally known ta te {or proved fa me on ihe besis of satisfaciory evidence} ta be the person who
'{ cxecufed the within instrument as president {or seceetary) or on beholf of the Corporation therein
named ard ocknowledged to me thal the Corporation execused if.

J.'/'./.?‘./'J‘f_m./:"f-ﬁf e
4 JAMES W. WATT
f HOTARY PUB%%;%&%!‘E??L(.[A
1< m ;. 0] b
R
SaN FARNGI

[ oot

IN WITNESS WHEREOF, I have hereunto sef my hand and affixed my officiol seol a1 my
office in the City ond Couniy of San Froncisco, the doy and yeor in this ceriificate first above

o
Commissicn fxpites Jont 24, 1581
o S P e

written.
Carporalion I, ¥y [ e

po Notary Pub!ic ot the City and County of San Francixggtal: of Cak@Rnia. § [y="1
My Commission Expires June 24, 1983 o | o < § 8.
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