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1 (.qppfowed Bs 10 lorm by General ‘Cotinse, January% 1916) : 87402

Cne Amended July 1. 1881 & October 29 19911
' Ro/ G20 77/ : : OR’IGTNAL PAPERS

THIS  LEASE, made In ‘duplicale’ thls day of. _DEQEMBER _ : :
beiweeﬂ,ESOUTHERN “PACIFIC - LAND - GOMPANY 2 Csl:fornla corporatlon, heremaﬂer called . "Lmsor" and SUN-'

‘l. Tha! Lessor. in consuderauon of the observanoe and fallhfut performance by Lessee of all lha provlslons con'lalned herein,
. doﬁ haraby leasa 1o Lassea for the term and purposes hareinatter set forth, all that certaln propsrty, sometumas heralnaﬂer mterred -
to'as 'leased premisa' ‘in the County al EUREKA ~ "~ - . 'State of NEVADA PSS more pamculariy,
'descnbed on Exhlb{t 'A" aﬂached hereto and made a part hereof . L ’

Subject 1o easements, leases and restrictions affecting said proparty.

" For the purposes of this leese, Lessee shall have the right (subject to the provisions hereo! and to the exlenl of Lessor's
" ownership theresf) to explora, drill for &nd 1o produce, extract, take and remove all olf and gas hereinafter referred to as ‘substances’,
contcined in s2id property, lo slore said substances upon sald propesty, to locate, erect, construct, maintatn, replace and operate
uposi an In said property such facilities and structures (except refineries or topping gas plants) as may be necessary in the
production, treatment, storaga of transportation of sald substances from said property, and to appropriale and use such water as
may be necessary for the above operations.

_Reserving unto Lessor, f1s succassors and assigns, tha right to construct, maintsin and use ditches, flumes, roads, rails, lracks
- énd pipe, telegraph, telephons, signa!, communication and power lines In, upon, over and across sald properly and the right to use

- sald property for’ any and ail_other purposes consistent with the rights hereln leased to Lessee.

- 2. The term of this lease shall be for twenty-five (25) years, from and after the _FIRST ' day of QW_ITB:E_B,
82 . unl&cs soonar lem*lna!ed or forfe!ted erther in.whole or in part, as herelnafter provided.’ -

.8 Lmaa agrees to pay to L&ssor a cash renlal of $6:045.56 Tn advance on the date of delivery of this Isase for tha .

frs! ye.ar - : _—_ of the term hereok, and annually !hereattar. on or batora the first day of each successive yaar :
. 01 tha tenm hereof a cash rentsl o' $2.00 an acre per annum in advan , provided that rental shall ot accrue or be payabie for:
(a}sach 'dr’ng unit® upon which thera Is & producing oll or gas well on the date when rental is payable,
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{bjeach 640 scre subdivision within the boundaries of the leased premises on which drilling is in progress on the date when
rental is payable, or

{c)each 640 acre subdivision upon which thers is a producing gas well on such date if-no oil has been discovered in paying
quanmles_ on the leased premises or within ofiset distance, as provided In paragraph 16, and Lessee has determined, as
proﬂded in paragraph 15, that condilions are not such as to indicate a reasonable probability of the discovery of ail on the
leased premises, or

{d)each “drilling unit” on which thera is a producing oil or gas well, for any period during which Lessee Is prohibited by law, or

by the orders, rules or regulations of a competant administrative authorily, constituted by law and not by voluniary
agreement. from producing said subslances therefrom.

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

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

{1} atwenty acre subdivislon, or less, il the average depth of the producing interval of wells drilled for il shall not be more
than four thousand (4,000} feet;

{2)a forty acre subdivision, or less, il the average depth of the producing interval of wells drilied for oil shall be greater than
four thousand {4.000) feet

Subject to the terms and provisions of Sections 14 and 26 of Lhis lease, & twenty (20) acre subdivision as used herein 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 Government forty (40) acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shall be
a legal Govesnment one hundred sixty {160) acre subdivision, all according {o the United States survey.

4. Except as herein olherwise provided specifically including Seclion 19 of this lease, the Lessee shall commence drilling an oil
or gas well on the Isased premises on or before five years from date hereof (referred to in Seclion 4 as “said date”), and shall
continue the wark of diilling such well with due diligence until completion. After complation of the first well, Lessee shall commence
drifling another well on said leased premises within one hundred twenty (120) days and shall continuously operate at least one string
of tools in drilling wells on the teased premises, allowing one hundred twenty (120} days between the completion of one well and the
commencemeni of the 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 befors said date shall prove to be a dry hola and there is then no
producing well on the leased premises, Lessee may commence drilling the next well al any time belore said date. Nothing herein
shall limit the number of wells which Lesses may, al Lessee's option, drill in excess of the number herein specified, or tka depth to
which any well may be dilled if Lessee should elect to drill below the depth specified. It Lessea has not commanced 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 difficulties are encountered which, in Lessea’s
judgement, would render further drilling of said well unprofitable or unsuccessful, and because of such fact active drilling operations
{herein are discontinued, or (b) it has been drilted to basement rocks, and active drilling operations thereon are disconlinued, of
{c} Lesses has ceased drilling operalions thereon and it has been put oni regular preduction and is producing oil or gas in quanitites
deemed by Lessee sufficient lo pay to pump or olherwise secure and save.

6. Except as hereinafter provided, Lessee shall deliver lo Lessor, as royaity, one-sixth {1/6th} of ihe nei oil, 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 quantity that imay be consumed in the Lessee’s
operations hereunder. and aiter making deductions for temperature al 60° Fahrenheil, bottom settlings and moisture according 1o
the American Petroleum Institiie methods.

7. Lessee agrees lo pay 10 Lessor as royalty one-sixth (1/6th) of the valua of nalural gas produced and sold {rom the leased
premises, 2nd one-sixth (1/6th) of the value of residual dry gas sold atter the pracessing of the we! gas produced in wells on the
leased premises, but nothing In this agreement shall require the Lessee 1o save or market natural gas or residual dry gas unless there
shall be & surplus above fuel requirements, and a market at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the leased premises. Lessee shall not be required to pay royally for any natural gas or residual dry gas used in Lessee's
operations on the leased premises. Lessee shali nol use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price to be paid to the Lessor for its one-sixth {1/61h) share of such gas.

B. (3) If the wet gas produced from said premices is processed for the purpose of manufacturing natural gasoline and/or other
petroleum products then Lesses shall pay to Lessor one-sixth (1/6th) of the total value of all natural gasoline and/er other petroteurn
producis recovered and saved from said gas, less the cost of producing and selling the same, which cost shall incivde the expense of
operating and maintaining the plant and facilities used in the gathering and processing of said wet gas and the storage and shipping
of said gasoline and/or other petroleum products. In no event, however, shall the tolal of said cost ol producing and selling exceed
fitty (50) percent of tha lotal value of all natural gasoline and/or other petroleum products recovered and saved from said wel gas
compturied in the manner hereinafter set-forth. In computing the value of said gasoline and/or other peiroleum products the gasoline
and/or other petroleum producls shall, if sold by Lessee fo third parties, be valued at the respective net ex-tax prices received by
Lesses from thae sale thereof al the plait oF planis where produced. Il said gasoiine and/or other petroleum products are retained by
Lessee {or Lesses's own use, such products shall be valued al the respective ex-1ax prices posted or established for nalural gasoline
of like Reid vapor pressure and/or for other petroleum products of the same quality produced in the same fietd during the same
calendar month,

(b} If any wet gas produced from sald premises is soid by Lessee for the purpose of manufaciuring natural gasoline and/or
other petroleum producls on a basis whereby a royaity therein is reserved 1o Lesses, payabla in money, then the Lessee shall pay to
+ha Lessor one-sixth {1/6th) of the total amount of the royalty so raserved to Lessee, provided, however, that the amount of royalty to
be p-id to Lessor hereunder shall be not less than one-sixth (1/6th) of filty {50) percent of the tolal value of such producis so
manufaciured.

(c} In the event wet gas produced (rom said premises is sold for ihe purpose of manufacturing natural gasoline andfor other
petroleum products on a basis whereby a quantity of the natural gasoline and/or other petroleum products recovered therefrom is
reserved to the Lesses a5 royally payable in kind, then Lessee shall pay 10 the Lessor one-sixth (1/6th) of the tolal vatue of said
naturel gasoline and/or other petroleum products so reserved lo Lessee, provided, however, that the lotal amount to be pald to
Lessor hereunder shall be not fess than one-sixth (1/6th) of fifty (50) percent of the tolal value of such producis so recovered.

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

©. Untess Lessor shall elect o receive its royalty oil in kind, ihe Lessee will purchasa the royalty oil from the Lessor {a) al the
highest posted avallable market price of the ofl at the well, or in 1he field in which the welis are situaled (effective at the time of
removal from lease 1anks) of &)l such oil so produced and saved by the Lesses from said walls and removed therefrom during the

preceding calendar month, or {b} In the absence of a posled market price for such oil, the prevailinﬂ marke! price al the well or in
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the field (effective at the tima of removal from lease tanks) of such oil, or (¢) in the absence of a prevailing markat price the actual
price received by Lessee for such oil as said wells, or (d) in the absence of sales by the Lesses at the wells the reascnable valus of
such oil; provided, however, that il the Lesses disposes of such oil at a price, including bonus, in excess of the posted or prevailing
market price, the price o be pald for such royalty oll by the Lessee shall be the same price, including bonus, received by Lessee.

~10. Al Lessor's option, exercised not oHener than once in any one (1} calendar year, and upon sixty (60) days’ previcus wiilten
notice, the Lessee will deliver the Xind, free of cost ta Lessor, the said royalty oil. Should Lessor require that reyalty cll be delivered in
kind, Lessee, if requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sutiiclent to hold an
accumulation of not to exceed thirly (30) days' producticn of royalty ol end will place said royalty oil In slorage for the Lessor in said
tanks as and when it is produced. Lessea shall be in no manner responsible or held iiable for loss or destruction of such stored ofl
belongizg to Lessor from ceuses aver whish Lesses has no control. Lessor agrees 1o remove tha royalty ofl so stored from said tanks
as often as may be necessary to keep sufficient space available in said tanks for current accumulations of royalty oil. No royalty shall
ba due ihe Lessor for or on account of oif lost through evaporation, leakage or otherwise prior to the removal of same or delivery fo
Lessor, 1 royalty off shall be delivered in kind. if Lesses purchases the royally oll, the Lessee may deduct therefrom a proporionate
part of the actual reasonable cost of trealing unmerchantable il produced from the leased premises to render the same merchant-
able only In the event, however, that such oil Is treated by the Lessee on or in the immediate vicinily of the leased pramises. It ihe
Lessor shall elect to receive royalty oif In kind, such royalty oil shall be of the same quakity as thal removed from said leased premises
for the Lessee’s own account, and if Lesses's own oil shall be treated before removed, Lossers oll will be trealed therewith bafore
delivery thereof 1o the Lessor, and Lessor in such evenl, shali pay a proponiionale part of such reasonable’ cost of treatment.

1. All royalties payable and the price for all such subslances which shall be sold to the Lesses hereunder, under the terms
hereof, shall be pald by Lessee to Lessor on or before the twentleth day of the calendar month niext succeeding that in which delivery
of such substances shall have been made 1o the Lessea under such sale, and all royally paid in kind shall be defivered to the Lessor
from time to time as the same is oblained on sald premises and stored and handled as herein provided.

12. The rental and royalties hereinbelore provided for shall be In lien upon any and all of said substances removed from or
stored upon the leased premises, and upon any improvements and personal property of ihe Lessee upon said leased premises.

T

13. Subject to the terms and provisions of Seclion 43 of this |ease, each producing well, as soon as completed by the Lesses,
shall be placed upen production and shall therealter ba operated by Lesses diligently and continuousty, and in accordance with
sound oil field practice. Lesses, 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 exiraction of ofl and gas therefrom lo best advantage. Except &s herein otherwise
provided, the Lessee will keep each well drilled on the properties covered by this lease producing to capacity consistent with good
operating practice.

14. This Lease shall be subject to all laws, statutes, rules and regulations heretofore or hereatter enacted or promulgated lo
control, suspend or conserve oil or gas and il or gas operations, and, also lo any general agreemen! 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 shalt hinder, delay or interlere with the carrying out
of ary provisions of this jease, Lessee shall not be considered in defaull or be tiable to Lessor for any damage or injury sufiered or
sustained on account thereo!, nor shall Lessea's rights be subject to forfeiture by reason thereof, notwilhstanding any provisions of
this Jease; provided, that such agreements atfecting the leased premises shall not be for periods greater than one {1) year without the
Lessors written consenl, and provided, further, that no such agreement shall authorize Lessee to discriminale against said leased
i premises in favor of any other properiies owred, teased or operaled by the Lessee in the same figld, nor excuse such discrimination
either in the drilling or producing obligations of the Lessee hereunder. Lessee wil furnish Lessor with copies of any writlen
agreement for the voluntary curtailment of said production, and if there are no such agreements, Lessee shall fumish Lessor with
copies of orders of the Gl Umpire, or any cther authority having the power to make orders for voluntary custailment. The Lessee
sha!l not be considered in default because of any acts done pursuant to or in refiance of-any law or statute, rule or regulation, kere-
after declared unconstitutional of void prior to-a determinatien of such unconstitutionality or invalidity by a court of last resorl.

15. It gas is discovered in any well in paying quantities and Lessee shall determine that conditions are not such as to indicate a
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
B production of gas. In such event, the drilling obligations shall ba reduced so that the Lessee shall be required to drill not more than
ane well 1o each one hundred sixty (160) acres, or major {raction thereo!l. For the purpose of this fease, a gas well shall be any well

producing gas only or producing at a gas-oil ratio in excess of len thousand {10,000} cubic feet per barrel, and an oil well shall be
any well producing at a gas-oil ratio of len thousand (10,000} cubic feel per barre! or less; provided, however, that any well, the liquid f
production from which is a result of retrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. (I, at any
i later period, oil shall be discovered in paying quantities on the leased premises or in the event thal oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
! shall revive as an oif lease, and all o° the conditions herein stipulated as to driling tfor oil shall become eflective commencing with
such discovery of oil. Provided, however, the foregoing terms snd provision of this Section 15 shall be subject to (i) the applicable
rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are located, and (i)
Section 3, 14 and 26 of this lease. ;

16. Subject to Lhe ferms 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 1255 than four thousand {4.000)

feel and within three hundred thirty (330) feet, or ts completed in a zone the sverage depth of which is greater than four thousand

{4,000} feet and within six hundred sixty (660) feel, or in the event thal a gas well is completed on adjoining property which Is not

unitized with Lessor lands within thirteen hundred twenty (1.320)feet of the exterior lintils of any properiy &t the time embraced in

this lease in each instance and oil or gas is produced therefrom in paying quanitites for a period of thirty {30} days, and the dnfling

requirements under this jease are not fully complied with,and the owner of such well shall operate the same and markat the oil or gas

i therefrom, then, unless there is a we!l then being driited or on preduction on the leased premises within the applicable offset distance

from the common boundary ling, the Lessse agrees to offset such well by the commencement of drilling operations wilhin sixty (60)

' days thessattar in the Jeased premises, and complete it al approximataly ihe same distance from the coramon boundary line as said

weli 3, the agjoining property is completed. and proceed diligently and continuously to drill and complete said offset well 10 the zone

fram wihich such well on the adjoining property is producing; provided, however, thal in the event Lessee is drilling an ofl or gas well !
upon the leased premises at the time of discovery of oil or gas on the adjoining property, the time for commencing the drilling of an
offset well shail ba extended untii ninety (90) days afier the complelion or abandonment of said well then being drilled by Lesses on
tha leased premises; provided, however, that in no event shall said fime be extended beyond six (6} months after the completion of
the well on the adjoining property. For the purposa of satisfying drilting obligations hergunder, offset wells shall ba considered as

other wells required to be diilled hereunder; provided, always that Lessee agrees 10 space oll or gas wells on the leased premises ;

according to the same spacing of oif or gas wells on the adjoining property in order properly and effectively to offset produciion from

wells on such adjolning property and prevent drainage from tha leased premises. :

17. Drilling and producing operations hereunder may be suspended while the price offered generally to producers in the same
field for oll of a gravity of 14° American Petroleum Institute Scaie, or of any higher gravity, at 60° Fahrenheit shall fall below One

Doliar ($1.00) per barrel at the wells; provided, however, that drilling or production from offsel welis shall not be suspended on the
feased premises unless the offseting wells on the adjoining premises also disconlinue 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, lire, accidents, strikes, lockouts, riots, delays in transporiation, inability to
secure materials, labor, drilling equipment or {ransporiation in the open market, or inlerference by Governmental action, or any other
cause beyond the reasonabla control of the Lesses, whether similar or dissimilar 1o the causes specifically mentioned. it such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the |lease term shall be extended
for a period of time equal to the period of such suspension and any such extention of the lease term. Lessee may resume the
paymen! or tender of rentals in accordance with Parsgraph 3 hereof after the period of suspension the proportionate part of the
rentat for the rental year remaining after such pericd of suspansion. Lessee’s obligalion to pay royslty on oil and gas production
produced, saved and markeled shall never be suspended under this paragraph. Whenever Lessee would otherwise be required o
surrender any of the léased premises as an alternative to the performance of any obligation under this lease and such obligation is so
suspended, then so long as such perfermance is suspended under this paragraph or otier provision of this lease, Lessee shall not be
required to suirender any portion of the leased premises.

If the permission or approval of any governmental agency is necessary before drilling or other operations can be lawfully
commenced on the leased premises, then if such permission eor approval has bean applied {or at least thirly {38) days pricr to the
date upon which such operations must &5 commenced under the terms hereof, the obligation to commence such operations shall be
suspended until thiry (30) days afier the governmental permit is granted or approval given. If such permit or approval s denied
Tnitially or at any time during the approval or permitting process or is revoked after issuance, then so Iong as Lessee in good faith
appeals from such denial or revocation or conducts further proceedings in an attempl to secure such permit or approval, the

obligation 1o commence such operations shall be suspended until thirly (30) days after such governmental permit is grantad or
approval given.

19. The Lessee may, at Lessee's oplion, at any lime susrrender and quitclaim this Jease as to all of the leased premises or as to
any one or more twenty {20) acra subdivisions thereo! as herein defined, and shall be released from all obligations thereafter arising
with respect to the premises surrendered and quitclaimed, and in the case of a partial surrender and quilclaira ali of tha rental and
drilling obligations shall be reduced pro rata. Al any time after the completion of the first well, or any subsequent well on the feased
premises, Lessee may cease furiher drilling and if the full number of wetls shall not/have been drilied Lessea shall thereupon surren-
der, and this lease shali thereupon terminate as 1o all of the leased premises, except drilling units occupled by producing oil or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease until abandoned or until the end of the term
thereof, and the extended term, if renewed as hereinafter provided. Each of said drilling units shall, in egch inslance, conform to
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right to do such things as may be necessary to keep such
drilling units in the highest productive state, including the right to ream, clean oul, deepen, re-work, re-drill, and 1o dril! new wells
thereon to other zgnes in order to maintain or increase production, or lo restora production if it shall cease {rom any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of this lease, and failure to remedy the default
within thirty {30) days after receipl of written notice from Lessor so 1o do, then al the option of the Lessor this leass shall forlhwith
cease and terminate, and all rights of the Lessee in and 1o said properly shall ba at an end as to all sald properties, except that the
Lessee shall hava the right 1o retain and hold under this lease the area surcounding each well producing or being drilled, with respect
to which it is nol in default ta the same extent and with the same rights as provided in paragraph 19 hareof in the event of a surrender

by the Lessee. The waiver by Lessor of any breach of any covenanl or condition hereo! shall not be a walver of any other or
subsequent breach hereof, nor of any other covenant or condition hereo!.

21. Upon surender by the Lessee of said leased premises in whole or in pan or upon the termination of the Lessee’s rights and
Interests in and to the leased premises, or any part thereof, in any manner herein provided, the Lessee will quielly and peaceably
surrender possetsion therea! lo the Lessor and agrees lo release to the Lessor, its successors or assigns, all right, title and interest of
the Lessee in the leased premises, or the portion-dhereo! in which the Lessee's rights have terminated as herein provided. In the event
of a partial refease of the property so released shall be subject to the easements and rights of way hereln provided for and appurten-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a8 map showing the location
of such easements and rights of way. if there-are any rights, interests, claims, liens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone ¢laiming under Lessee al the time of the release, Lessee shali take such actions, steps and
proceedings as may be nacessary to terminate and extinguish any such rights, interes!, liens and encumbrances, failing inwhich,
Lassor may do so at the sole expense of the Lessee, which axpense, plus reasonable attorney’s fees, Lessee agrees 10 pay 1o Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in wriling 1hat to the best of Lessee’s information, knowledge and
belief no such rights, interests, claims, liens or encumbrances affect lhe lease premises released by Lesses.

22. Derricks, buildings and other structures, improvements, equipmen!, machinery and appliances placed by the Lessee on of
In the demised premises shall be and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments of rentals or in respect of any covenants. agreements or conditions to be kept or perormed by the Lessee,
the Lessee shall have the right during the term hereof, or at any time within sixty (60) days atter the date of termination of this lease
1o remove from the leased premises all such personal property, excepl casing in water wells purchased by Lessor, provided, turther,
that the Lesses may extend the time within which such personal property may be removed for a period not exceeding six (6)
months from such dale of termination by paying 10 the Lessor monthly in advance a rental of Ten Dollars ($10.0Q) an acre a month
for each twenty (20) acre subdivision upon which any such personal propetly remains. Any such personal property nol removed
from said premises within said six (6) months' period shall become the properly of Lessor.

23. The Lessee agrees to keep full records of the operations upon and production and sales of sald subslances from said
leased premises independently of and separate from any other premises operaled by the Lzssee; lo nolity Lessor promptly of
discovery of any of said substances in the leased premises and to furnish to the Lessor on or before the twentieth day of each month
a true stalement, In triplicate, of all production, deliveries and deductions in a form satistactory to the Lessor. All records of the
operations and productions and sales of said subslances from said leased premises shafl, at all reasonable times, ba open o the
inspection of Lessors agents and representatives.

24. Lessea will keep an accurate log and casing record showing the progress of drilling, character of formations encountered
or drilied 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 complelion of or the abandonment of each well, and a tnse copy of all surace and subsurface surveys made of each
we': drilled urder ihis lease. Lessea will furnish all reasonable facilities for making such observations, measurements and records as
the Less~y may desire and Lessor's duly appointed agents and representatives shall have free and full access at their sole cost, risk
and expense lo all of the wells and works and to all property in and upon seid leased premises.

25. Lesses agrees to conduct Lessee’s operations sc as to interfere as littte as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; to lay and maintaln all pipe fines not less than thirty-six inches
(367} below the surface of the ground; to fence ali sump holes and excavations to safeguard livestock grazing on said land; 1o
provide substantial gates sl points where fences are cut by the Lessee; and to use reasonabla care and diligence to prevent the
overliow of off or water which may be detrimental to vegelation on those portions of the leased premises which are suilable for
grazing, agricultural or horticultural purposes.

26: Lessee shall canry on Lessee’s operations hereunder in a carefu! and workmaniike manner. Lessee shall comply with any
and &1l applicable valid statutes, ordinances and governmanial orders and regulations perleining to the exercise of righis leased here-
under and shall furnish such evidence of Lessee's compliance therewith as may be required by Lessor. Lessee shail furnish evidence
salisfactory to Lessor that abandoned wells have been properly abandoned in compliance with applicable statutes, ordinances and
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27. Upon termination of this lease in any manner, or if any well is abandoned the Lessee agrees 1o relevel the surface of the
proparty involved, and to fill afi sbandoned sump holes and excavations made by Lessee; to remove all demicks, tanks and tank
supports, and if there are any pipe lines running from any abandoned well, or any other place on the properly, the same shall be
removed if the Lessor desires, and ditches opened up by removal of the pipe line and the ground made to conform to the natural
contolr. Lessea will also remove all cament blocks of foundations which may have been placed on the leased premises, and any and
alf oihef supports placed by Lesses or permitted by Lessee to be placed on said leased premises and which, in any manner, interlere

B 28. Lesses agrees to release and to indemnify and save hammless Lessor, the surface owner of said property, the heirs,
persorial repmsentatives, successors and assigns of the surface owner, and any corporation atfiliated with, owned or controlled by

“ Southem Pacific Cornpany, a corporation, from and against any and all claims, causes of aclien, liebility, costs and expenses arising

pui" ot Injuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whatsoever, directly or indirecily
resulting from or caused 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 lanks or appurtenances thereof, used by the Lessee on sald leased premises or
property adjacent thereto, including, without limiting the generality of tha foregoing, the breakage of pipe lines, lanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

" 29. Lessee agrees to pay before delinquency all taxes and assessments which have been or shall be levied and assessed on the
mineral fights [n the leased premises, and on lhe buildings, structures, equipment and other personal property or improvemenls
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belenging to

Lessor. Lesses may deduct up to one-sixth (1/6th) of the taxes and assessmenls on mineral righls in the leased premises in each -

fiscal year, pald by Lessee, from the royalties due and payable to Lessor for production during each succaessive twelve monthg’
period subsequent to the day and month in such fiscal year on which the first installment of such tlaxes and assessments becoma
delinquent. The above amount of the laxes and assessments for a paricular tiscal year so paid shall be deductible onty from the
royalties due and payable during the iweive months' period which immediately succeeds the date of delinnuency of the first
installment in such fiscal year., Lessee agrees to pay to Lessor annually, within fifleen days afler demand, an amount equal 1o five-
sixths of the real property taxes and assessments paid by Soulhern Pacific Land Company on the land overying or occupled by the
leased premises {except on bulldipgs, structures and gther improvements lhereon nol owned, maintained or by Lesses) for the
fiscal year beginning July 1, 19 gfg . prorated from DECEHEER 1, 1982 {o-June 30, 19, %sgd and for each fiscal
year thereafter during ihe term of this lease. Lessee shall pay any produclion or severance tax compuled or based upon production
of oil, gas or other minersl substances which may be imposed by the Federal Government, the Stale of California, or any of its
pelilical subdivisions, and Lessor shall reimburse Lesses for the same proporlion of said taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either parly may pay the entire amount of any delinquent taxes or assessments which shall constitute a lien on said leased
premises and which should have been paid before delinguency by the other party as herein provided, and penalles and interest
thereon, and shall be entitled to reimbursement from the other party of the pari of the laxes and assessmentis herein agreed to be
paid by such other party, and of the entire amount of thae penalties and Interest. Penalties and interest on delinquent taxes and
interest on paymenis made pursuant fo this paragraph.shal rot be apportioned with the principal amoun! of taxes and essessments
in making such annual adjusiments, bul shall be borne enlirely by the party obligated to pay the lax or assessment before
delinquercy.

31, Lessee shall not commence drilling into or through the leased premises or consiruct, alter or repalr struciures or
improvements of any character, excepl emergency repairs, upon said property untii after written notice thereof is given 1o Lessor,
Lessor may post and maintain upon the leased premises nolices of non-responsibility as provided by taw. Lessea agrees o pay in full
all persons who perform labor or services on, fumish materials joined or affixed 10, or provide equipment for, said property, or the
construction, re-construction, repalr or placement of any structure improvement on said property, at Lessee’s instance or requesL
Lessea shall not permit or suller liens of any kind or nature to be enforced against said property {or such labor, services, materials or
equipmen). Lessof shall hava tha right to pay any amount required to release any such lien.or liens, or 1o defend any action brought
thereen, and to pay any judgment entered iherein and tha Lessee shali be liable to the Lessor for all costs, damages and reasonable

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

32 Lessee agress to pay lo Lessor inlerest at the rate of 10% per anoum upon any and all ampunis whatsoever due under this
lease 1o Lessor from lhe date payment of each such amount is due and owing to Lessor or from the date of each breach by Lessae 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 to Lessor o the date of such
breach, as the case may be

23 If Lessor shall bring suit to compel performance ol, or 1o recover for breach of any covenant or condition herein contained,
or for declaralory religf, and prevails therein, Lessee agrees to pay to Lessor reasonable attorney fees in addition to the amount of
judgment and costs,

34. All payments to the Lessor shall be made to it at Ore Markel Plaza, San Francisco, California 94105, but Lessor may at any
time by notice to Lessee change lhe place of payment.

35. Any demand, notice or statement herein requested or required to be given by one party 1o the other shall ba in writing.
Delivery of such wrillen notice or staterment to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with posiage thereon fully prepaid, certilied or registered, addressed to Lessor at One Market Plaza, San Francisco,
California §4105, and delivery of such nofice or staterment to the Lessea shall be conclusively taken as sufficiant if and when
deposited in the United States Mail, with poslage thereon fully prepaid, certified or regisiered, addressed to Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado B0202. Any party herelo may. by written notice, change his or its address to which such
demands, notices or statements may be senl.

36 This instrument is a lease and is not and shall not ever be held or interpreted to b & mining partnership or partnership of
anw kind, of in eny sense whatsoever; the intention of the parties herelo heing 1o establish and creatle hereby between themselvas
only ‘ha relationship of Lessor and Lessee in accurdance with the terms, provisions, conditions, covenands, reservalions and
agreemenis herein set forth.

37. It is agreed thal in case Lesses shall, excepl by Lessor, be lawfully deprived of the possession of said premises, or any part
thereos, Lessee shall nolify Lessor in writing setting forth in full the circumslunces in relation therelo, whereupon the Lessor may, al
hs ortion, sither seinstall Lessee in possession of the lsased premisss or terminate this leasa as to the premises or the part thereof,
the possession of which Lessee is so deprived, by giving notice in wiiting to the Lessee to that effect and at the same lime paying, or
tendering with such notice; to the Lessee the sum of One Hundred Dollars {$100.00), plus the pro rala amount of any rental, thereto-
fors paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicable 1o said premises, or such portion, for
\he unexpired rental period, whereupon no claims for damages of whatsoever kind or characler incurred by Lessee by raason of such
dispossession shall be chargeable against Lessor,

38, If Lesses is adjudicated a bankrupt, or shall make an assignment for the benefit of creditors, or file a veluntary petition
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: '_'undar any law (havlng for iis purpose the adjudication of Lessee a bankrupt, or the exiension of ilme of payment, composition,

.- by reason of the insalvency of Lessee, notwithstanding anything to the conlrary elsewhere in the lease, Lessor shall have the
:zrlm'necima right to termninale thls lease and to take exclusive possession of the leased premises. The acceptance of rent or other

i exem[sabla in'case any one of the Lessees or partners is adjudged a bankrupt or becores subject to or partlc:pates in any other.:
s proceedmgs or procedure herein mentloned

Y wells are produclng or capable of producing oft or gas in paying quantities, but are not being produced for reasons authonzed under. -
o7 ‘this lease, Lessee shall have the option of renewing this lease as long thereafier as such substances are produced or capable of -
‘- belng produoed to ‘include drilling units as defined in paragraph 3 hereo!, occupled by wells producing in paying quantities or wells -
" in process of being drifled on the same acreage specified in paragraph 3 hereof, together with the sama rights provided for In. '

'ad]uslmam modification, sanlement or satistagtion of tha liabilities of Lessee), or a receiver be appointed for the property of Lesses .

_paymenits for the usé of the leased premises shall not constilute a waiver of Lessor’s right to terminate this lease as sbove set forth. ff - -
~therg sre two of more Lessees hereunder, or if Lessee is a parinership, then the right of Lessor 1o terminate the entire lease shali be -

39 i, al lhe expiratlon of 1ha term of this lease, any welis are being drilled by Lessee on the leased premiseés, or any EXIS\Ing- .

paragraph 19, on and subject to the same royatties, terms, covenanis and conditions as are herein specified; provided, written notice
from Lessee of such renewal shall be received by Lessor not more than six {6) months nor less than thirty (30) days pnor to the .
‘expiration of the original term hereof.

40. This leasa shall inure to the benefit of and be binding upon the respective helrs, administrators, execulors, successors and
&ssigns of the parties hereto, but no assignment of this [ease, or any sub-lease or agreement alfecting this lease, or the leased -
premises, or any Inlerest therein, shall be valid, unless made with tha consent of Lessor in writing, and no change in ownership in the -
tand or in the rentals or royallies shall be binding on Lessee until Lessee shall have received writlen notice of such transfer or
assignment. All covenanls, agreements and stipulations hereln contained shall run with the property.

41, !f there be more than one Lessee named herein the term “Lessee”™ shall designate the plural number, and the obligations of
the Lessee hereunder shail be joint and sewverat.

42 Time Is of the essence of this lease.

43. Where there is a gas well or wells on the leased premises or acreage unilized therewilh at any time during which this lease
is in effect, and such well or wells arg shut-in, Lessee shall pay as royalty 10 Lessor the sum of $1,280. per ‘well per year. Sald
payment is due on or before ninety (90) days from the date of shut-in er the date on which the leased premises or a portion thereof
are unitized with lands on which there is & shut-In gas well, and thereafier on or before the anniversary date of such payment during
the period such well or wells are shui-in. Upon said payment it sheli be considered that such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

SUN EXPLORATION
- AND PRODUCTION COMPANY READING

IN WITNESS WHEREOF, the parties hereto have caused lhese presents 1o be execuled as of the day and year first hereinabove
By: %L:’E ﬂ’kné'a«—— a/

writlen.
ATES ETROL UM CO.
Agent and Atiomey-in-Facl

CHACLES €. MANGUM It ' :

SOUTHERN_PACIFIC LAND COMPANY

STATE OF OKLAHOMA
COUNTY OF TULSA

ng instrument was acknohledged before me on this 18th day of February, 1583, «
tﬂ{.riﬁf as VICE PRESIDENT, LANDS of READING & BATES PETROLEUM CO.

Lynne% Plumlee .- Notary Public

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

£TATE OF Colorado
c:;ivm OF Denver

) The foragoling inltrmnt was acknowledged befors me on this
‘of .. Japuar

‘17th 4da
1983, by CHARLES R, MANGIR{,as AGENT ARD Arrom-ricr
qz SUN ZXPLORATION ARD PRODUCTION COMPANY.

e

TR,
: Wl?f?%ly’é:{nd and officia) sasl. L . C
' _- 85 %,; xpm..\ March 3, 1935 A

Lo, /‘7 %Wmﬁmrzaa

Hotnry Fublie

Afhx*y
1861 Proadway, Buite 1000

. S = Denve_r. Colorado 80202
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.~ Attached to and made a part of that certain agreement

"dated December 1, 1982 between

' SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PROBUCTION .

. COMPANY and READING & BATES PETROLEUM CO.

. MDM _ .
Subdivision Sec. Twp. Rge. Acres.

*  All 7 30N 51E 618.04
* All 17 30N S1E 640.00
* All 19 A0 51E 618.50
* A1l 29 30N 51E 553.94
* A1l 31 30K 51E 591.90
TOTAL 3.022_78

STATE OF CALIFORNIA

City end County of San Francisco

Onthis_20th _ doyos _December = intheyeor One Thousend Nine Hundred and Eighty _Two .
before me, JAMES W. WATT, a Notary Public in and for the City and County of San Francisco, State of Californie, prrsonally apprared
R. A. Berger

Vice President and General Manager

% pessonally known to me for proved ta me on the basis of. satisfaclory evidence) io be the person who

execured ihe within instrument as president for secretary) or on bekelf of the Corporation thertin
named and acknowledged 1o me that the Corporation executed it

10ne Marke) Flazs}

A A
JAMES W., WATT
oTken FURLE ShLTEn

R P et OF
N e e 24,1913
u’ I:ezr-\i P ASI A

IN WITNESS WHEREQF, I have kereunto ser my hand and affived my official seal at my

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

I
Corporalion

Notary Public inéﬁo‘ﬁhe City and County of San Francisco. State of California.
My Commission Eapites June 24, 1983
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