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1iiiS  LEASE, ‘ade in dupticat tnis __EIRST __ gy o _ DECKHBER L 1e 82 ey
and.: between- SOUTHERN -PACIFIC - LAND - COMPANY, . a California” coiporation, "hereinafie ‘called - “Lessor”, ~and .SUN-’
EXPLORATION AND PRODUCTION COMPANY. As 10 an undivided 75% interest, and READING & . BATES ?ETHDLEum,co._'!a's )

10-an’ Undividéd 25% inferest, hereinafter. collectively ‘called “Lessee™.

1. That Lessor, in conslderallon of the observance and faithful performance by Lasséo of all the provisions contained horein;:
does hereby taase lo Lesses for the term and purposes hereinafter set forth, all that certain property, sometimes hérelnatter referred -
o és -jeased premises”, in the County of EURERA ~ . State of i - , more ﬁ_aﬂicmra:_ﬁy L

" deséribed on_ Exhibit “A* attached herelo and made a parl hereof. N R

s

Subject to easements, leases and restrictions atlecting sald proparty.

For the purposes of this lease, Lessea shall have ita right (subject fo the provisions hereol and to the extent o! Lessor's
ownership thereof) to explore, drill for and to produce, exiract, tske and remove all oil and gas herinafter referred o as 'substances’,
enntnzd b ssld property, to store sald subslances upon said property, to locals, erect, construct, mainlain, replace end operele
upe:t and in said property such facilities and structures {except rafinories or topping gas plants) as may be necessary In the
producuoﬂ. yreatment, storaga or {ransporiation of sald substances from sald property, and {0 appropriate and use such waler as
may.be necessary for the above operations. _ .

" .. Resenving unto Lessor, {18 sUCcessors and aessigns, the right to construel, maintain and use ditches, flumes, roads, trails, tracks
and pipe, telegraph, telephone, signss, communication and powar lines in, upon, over and across said property and the right fo use
said property jor any nnd &ll olher purposes consistent with the fights herein leased to Lessee. o .

:2. The term of this leasa shall be for twenly-five (25) years, from and efter the __FTRST __ day of DECEMBES EMBER .

1982, ynless sooner terminated or forfelted, either jn.whole ot in part, 8s hereinatier provided.

© . 3 Lesses agrees 1o pay to Lessor a cash rental of 6,410-80 in advance on the date of defivery of this lease for the
 frstyemr— - - _ - of the'term herecf, and annuslly thereafler, on or before the first day of each successive year -
: ed that rental shall nol accrue or be peyeble for:

- 'of the term hersof a-cash rental of $2.00 an acre per annum In advance, provid
"+ {s)each “drilling unit” upon which thera s & producing ofl or gas woll on the date when,i;q&!,gl.is paysbls,
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{b}each 640 acre subdivision within the boundaries of the leased premises
rental is payable, or

(c)each 640 acre subdivision upon which there is & producing gas well on such date if no olt has been discovered in paying
quantitics on the leased premises or within offset distance, as provided In paragraph 16, and Lessee has determined, as

provided in paragraph 15, that canditions are not such as o indicate a reasonable probability of the discovery of oit on the
leased premises, or

on which drilling is In progress on the dale when

(d)each “drilfing unit” on which there is & producing oil or gas well, lor any peried during which Lessee is prohibited by law, or
by the orders, rules or regulations of a competent administrative authority, constiluted by taw and not by voluntary
sgreement, from producing sald substances therefrom.

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

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

(1) a twenty acre subdivision, or less, if ihe average depth of the producing interval af wells drilled for oil shali nol be more
than four thousand (4,000} feet:

{2)a forty acra subdivision, or less, if 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 ol this lease, @ twenty (20) acre subdivision as used hergin shali be
either the Norih, South, East or West hatl of a fegal Government forty {40) acre subdivision, a forly (40) acre subdivision as used
herein shall be a legat Government forty (40} acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shall be
a legal Governmenl one hundred sixty (160) acre subdivision, all according to the United States survey.

4. Except as herein othervise provided specificaliy including Seclion 19 of this lease. the Lessee shall commence drilling an oil
or gas well on the teased premises on or belore five years from date herea! (referred to in Seclion 4 as “seid date"}, and shall
continue the work of drilling such well with due diligence until completion. After completion of the first well, Lessee shalt cominence
drilling another well on said leased premises within one hundred twenty (120} days and shall continuously operate atleast one siring
of tools in drilling we'ls on the leased premises, aliowing one hundred twenty (120} days between tha completion of one well and the
commencement of the next succeeding well until ona oil or gas well producing from each productive zona has been compleled to
each drilling unil; provided, however, that if any well completed before «aid date shall prove 1o be a dry hole and there is then no
producing vell on the leased premises, Lessee may COMMEnce drilling the next well a1 any lime before said date. Nothing herein
shall linit the number of wells which Lessee may, al Lesseg's oplion, drill in excess of the nimber herein specified, or the depih 1o
which any well may b drilled if Lessee should elect 10 drill below the depih specified. If Lessee has not commenced drilling of &n oil
o gas well on the leased premises on or before tive years from the dale hereof, the rights, duties and obligations of Lessor and
Lessea under this lease shall ipso facto terminate.

5. A well shall bz deemed completed when (a) formations or mechanical difficullies are encountered which, in Lessee's
judgement, would render furlher drilling of said well unprofitable or unsuccessful, and because of such fact active drilling operations
therein are discontinued, or (b) it has been drilled 1o basement rocks, and aclive drilling operations thereon are discontinued, or
{c) Lessee has ceased drilling operations thereon and it has been put on regular production and Is producing oil or gas In quanitiles
deemed by Lesses sufficient to pay to pump or otherwise secure ancg. save.

6. Except as hereinafter provided, Lessee shall deliver to Lessor, as royalty, one-sixth {1/6th) of the net oil, petroleum and other
hydrocarbon substances, produced and. saved from said leased premises in each catendar month.

Ssaid royalty shall be subject 10 deduction from the gross product; the quaniity that may be consumed in the Lessee’s
operalions hereunder, and. after making deductions for temperalure at 60° Eahrenheit, bottom selilings and moisture according to
the American Petroleum Instilute methods.

7. Lessee agrees to pay 1o Lessor as royalty ene-sixth (1/6th} of the value of natural-gas preduced and sold from the leased
premises, and ore=sixth {1/6th} of the value of residual dry gas sold after the processing of the wet gas produced in wells on the
jeased premises, bul nothing in this agreement shall require the Lessed {0 save or markel natural gas or residual dry gas unless there
shall be a surpius above fuel requirements, and a markel a1 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 royalty for any natural gas or residual dry gas used in Lessee’s
operalions on the leased premises. Lessee shall not use any naturat gas of 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 {or its one-sixth {1/61h) share of such gas.

8. {a) If the wet gas produced from said premises is processed for the purpose of manulacturing natural gasofing and/or other
petrofeum products then Lessee shall pay 1o Lessor one-sixth (176th) of the total value of all natural gasotine and/or other petroleum
products recovered and saved from said gas, less Lhe cost of producing and selling the same, which cost shall include the expense of
opereling and maintaining the plant and facilities used in the gathering and precessing of said wet gas and the storags and shipping
of said gasoline and/or other petroleum products. in na event, however, shall the total of said cost of producing and selling exceed
fitty (S0} percent of the total value ol all natural gasoline and/or other petroteum producis recoverad and saved from said wet gas
compuried in the manner hereinafter set forth. 1n computing the value of said gasoline and/or other pelroieum products the gasoline
andfor other petroleum products shall, il sold by Lessee to third parties, be valued at the respective net ex-tax prices received by
Lessee from the sale thereof at the piant of pianis where produced. Il said gasoline and/or olher petroleum products ate retained by
Lesses for Lessee’s own use, such products shall be valued al the respeclive ex-1ax prices posted or established for natural gasoline
of like Reid vapor pressure and/for tor olher petroleum producls of the same quality produced in the same field during the same
calendar month.

(b} It any wet gas produced from said premises is sold by Lessee for the purpose cf manutacturing natural gaseline and/or
other petroleun products on a basis whereby a royalty therein is reserved to Lessee, payable in money, then the Lessee shall pay to
tha Leasr one-sixth (1/6ih) of the 1otal amount of the royalty so reseived to Lessee, provided, however, that the amount of royalty lo
be  Yid to Lessor hereunder shall be not fess than one-sixth (1/6th) of filty {50) percent o} the 1olal value of such products so
manufsciured.

{c) In the evenl wel gas produced from said premises is sold tor the purpose of manutacturing natural gasoline and/or other
petroleum products on & basis whereby a quantity of the natural gasoline and/for oiher petroleum products recavered lherefrom is
reserved 10 the Lessee as royally payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th) of the total value of said
natural gasoling and/or other pelroleum producls so reserved to Lessee, provided, however, thal the total amount to be paid o
Lessor hereunder shall be not less than one-sixth (1/61h} ol fifty {50) percent of the total value of such products s0 recovered.

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

9. Unless Lessor shall elect o seceive ils royally oii in kind, 1he Lessee will purchase the royatty cil from the Lessor {a) at the
highest posted available marke! price of the oll at the wall, or in the field in which the wells are situated {effective at the time of
removal from lease lanks) of alt such oil so produced and saved by the Lessee from said wells and removed therelrom during the

preceding calendar month, or {b) in the absence of & posted market price tor such oil, the prevailing market price 8t the well or in’

o
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the field {eflective at the time of removal from lease tanks) of such oil, or {c) in the absence of a prevailing market price the actual
prica recaived by Lesses for such oil as said wells, or (d) in the absence of safes hy the Lessee at tha walls the reasonable value of
such off; provided, however, that if the Lessee disposes of such oll at 8 price, Including bonus, in excess of the posted or prevailing
markst price, the price to be paid for such royalty oil by the Lessee shall be the same price, including bonus, received by Lesses,

10. At Lessor's option, exercised not oftener than once in any one (1) calendar year, and upon sixty (60) days' previous written
notice, the Lessee will deliver the kind, free of cost to Lessor, the said royalty cil. Sheuld Lessor require Lhal royatty ofl be delivered in
kind, Lesses, If requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sufficient 1o hold an
accumulation of not to exceed thitty (30) days’ production of royalty oll and will place said royalty ofl 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 loss or destruction of such stored oil
belonging o Lessor from causes over which Lesses has no control. Lessor agrees to femove the royalty oil so stored from said tanks
as often as may be necessary to keep sufficlent space availabla in sald tanks for current accumulations of royalty oil, No royalty shall
be due the Lessor for or on account of oil lost through evaporation, leakage or otherwise prior to the removal of same or delivery o
Lessor, if royalty oil shall ba delivered in kind. If Lessee purchases the royalty oll, the Lessee may deduct therefrom a proportionate
part of the actual reasonable cost of Ireating unmerchantable ¢il produced from the leased premises lo render the same metchant-
abte caly in the event, however, that such oil is trealed by the Lessee on or in the immediate vicinity of the leased premises. i the
Lessor shall elect to receive royalty oil in kind, such royalty oil shall be of the same quality as that removed from said leased premises
for the Lesses's own account, and If Lessee’s own oll shall be treated before removed, Lessor's oil will be trealed therewith before
delivery ihereof 1o the Lessor, and Lessor in such event, shall pay a proporiionate pari of such reasonable cost of trealment.

11. Al royalties payable and the price for all such substances which shall be sold to the Lessee hereunder, under the terms
hereof, shall be paid by Lessee to Lessor on or before the twentieth day of the calendar month next succeeding that in which detivery J
of such substances shall have been made to the Lessee under such sale, and all royalty paid In kind shall be detivered to the Lessor
from time to time as the same is oblained on said premises and sicred and handled as herein provided.
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12. The rental and royalties hereinbefore provided far 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 properly of the Lessee upon said leased premises.

13. Subject 1o the lerms and provisions of Section 43 of this lease, each producing well, as soon as completed by the Lessee,
shall be placed upon production and shall ihereatter be operated by Lessee diligently and continucusly, and-in accordance with
sound of! field practice. Lesses, from time o time as necessary, shall clean oul the wells and do any and all other work required to
E keep them in condition for production and the extraction of ol 'and gas therefrom 10 best advantage. Excep! as hereln olherwise
: provided, the Lessee will keep each well drilled on the properties covered by this lease producing to capacity consistent vith good
operaling practice.

14. This Lease shall be subjecl 1o all laws, slalutes, rules and regulations heretofore of haoreatter enacted or promulgated 1o
control, suspend or conserve oit or gas and oil or gas operalions, and, also to any general agreement which Lessea may in good faith
enter into with other operators in the field in which the leased premises are sitvated, for a like purpose, and if compliance by the
{ essee with such laws, statules, ruies or regulations or with any such agreement shall hinder, delay or interfere with the carrying out
of any provisions of this lease, Lessee shall not be considered in default or be liable to Lessor for any damage or Injury suffered or
sustained on account thereof, nor shall Lessee’s rights be subject to forfeiture by reason thereof, notwithstanding any provisions of
\his lease; pravided. that such agreements affecting the leased premises shall not be for periods greater than one (1) year withoul the
Lessor’s written consent, and provided, furlher, that no such agreement shall authorize Lessee to discriminate aghinst said feased
premises in favor of any other properties owned, feased or operated by the Lessee in the same field, nor excuse such discrimination
either In the drilting or producing obligations of the Lessee hercunder. Lessee will furnish Lessor with copies ol any written
agreement for the voluntary curtailment of said production, and if there ate no such agreements, Lessce shall furnish Lessor with
| copies of orders of the Oil Umpire, or any cther authority having the power to make orders for voluntary curtailment. The Lesses
shall not be considered In defaull because ol any acts done pursuant to or in refiance of any law or statute, rule or regulalion, here-
: atter daclared unconstitulional or void prior 10 8 determinatien ¢f such unconstitulicnality. or invaudity by a coud of last resort.

15, If 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 !
production of gas. in such event, the drilling obligations shall be reduced so that the Lessee shall be required to drili 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 ralio in excess of ten thousand (10,000) cubic teet per barrel, and an oit well shall be
any well producing at a gas-oil ratio of ten thousand (10.000) cubic fest per barrel or less; provided, however, that any well, the liquid
production from which s a resull of retrograde condensalion, shall be considered a gas well regardless of the gas-oil ratio. If, at any
faler period, oil shall be discovered in paying quanlilies on the leased premises or in the event that oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary lines of ihe leased premises, then this lsase
shali revive as an oil lease, and ali of the conditions herein stipulated as to drilling tor ¢il shall become effective commencing with
such discovery of oil. Provided, however, the icregoing terms znd provision of this Section 15 shall be subject 1o (i) the applicablz
rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are focaled, and {ji)
Section 3, 14 and 25 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 adjoining pro-
perty which is not unitized with Lessor lands and compleled in 8 zone the average depth of which is less than four thousand (4,000)
feet and within three hundred thirty (330 lee!, or is completed in a zone the average depth of which is greater than four thousand
{4.000) feet and within six hundred sixty (660) feet, or in the even that & gas well is completed on adjoining property which is not
unitized with Lessor lands within thineen hundred twenty (1.320) feet of the exierior limits of any property at the time embraced in
this [ease in each instance and oil or gas is produced thersfrom in paying quanitites for a period of thirty (30) days, and the drilling
requirements under this lease are not fully complied with,and the owner of such well shall operato the sama and market the oil or gas
therefrom, then, unless there is 2 well then being drilled or cn production on the leased premises within the applicable offset distance
from the commaon boundary ling, 1he Lessee agrees to offset such well by the commencement of drilling oparations within sixty (60}
i days thareafier in the lsased premises, and complete it a1 approximately the same distance from the common boundary line as said
well on the adjoining property is compieted, and proceed diligently and continuously 10 drill and complete said offset well to the zone
i from which such well on the adjoining property is producing; provided, howaver, thal in the event Lessee is drilling an oil or gas well
i upon the leased premises at the time of discovery of ofl or gas on the adjoining property, the time for commencing the drilling of an
i i olfset well shall be extended until ninety (90) days after the completion or sbandonment of said well then being drilled by Lessee oo

the leased premises; provided, however, that in no event shall sald time be extended bayond six (6) months after the completion of LT
the well on tha adjoining property. For the purpose of salistying drilling obligations hereunder, offset wells shall be considered as e

other wells required to be drilled hereunder; provided, always thal Lesses agrees 1o space oil or gas wells on the leased premises i
according to the same spacing of oil or gas wells on the adjoining property in order properly and effectively to offset production from

wells on such adjoining property and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generaily to producers in the same
fiald for oit of a gravity of 14° American Pelroteum Institute Scale, or of any higher gravity, at 60° Fahrenheit shali {2l below One
Doltar ($1.00) per barrel at the wells; provided, however, that drilling or production from offsel wells shall not be suspended on the
leased premises unless the ofiselting wells on the edjoining premises also discontinue producing.
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18. Any ob¥gations, covenants or conditions imposed upon the Lessee shall be suspended only whila Lessea's compliance is
prevenied by the elements, declared or undeclared war, lire, accidents, strikes, lockouls, riots, delays in transportation, inability to
secure malerials, Jabor, drilling equipment or transportation in the open market, or interference by Governmental action, or any other
cause beyond the reasonable control of the Lesses, whether similar or dissimilar to the causes spacifically mentloned. If such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the leass term shall be extended
for a period of time equal 1o the period of such suspension and any such extention of the lease term. Lessee may resume the
payment or tender of rentals in accordance with Paragraph 3 hereof alter the period of suspension the proportionate part of the
rental for tha rental year remaining after such periot of suspension. Lessee’s obligation to pay royally on oil and gas produclien
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lessea would otherwise ba required to
surrender any of the Jeased premises as an alternative to the performance of any cbligation under this lease and such obligation is so
suspended, then so fong as such performance is suspended under this paragraph or other provision of this lease, Lessee shall not be
required to surrender any portion of the leased premises.

§ the permission or approval of any governmental agency is necessary betore drilling or other operations can be lawlully
commenced on the leased premises, ihen if such permission or approval has been applied for at feast thirty (30} days prior to the
date upon which such operations must be commenced under the lerms hereo!, the obligation to commence such operations shall be
suspended until thirty (30) days after the governmental permil is granted or approval given. If such permit or approval is denfed
jnitially or at any ime during the approval or permitting process or is revoked affer issvance, then o long as Lessee in good faith
appeals from such denial or revocation or conducts further proceedings in an attemp! 1o secure suth pemmit or approval, the

obligation to commence such operations shall be suspended unti! thirty (30) days afier such govemmental permit s granied or
approval given.

19. The Lesses may, al Lessee's option, at any time surrender and quitclaim this lease as to all of the leased premises or as to
any one or moie twenly (20} acre subdivisions thereo! as herein defined, and shall be released from all obligalions thereafier arising
with respect to the premises surrendered and quitclaimed, and in ths case of a parlia} surrerider and quitclaim all of the rentat and
drilling obligations shall be reduced pro rata. At any time after the completion of the first well, or any subsequent well on the leased
premisas, Lessee may cease furlher drilling and if the full number of wells shall not have been drilled Lessee shall thereupon suien-
der, and this Jease shall thereupon terminale as to all of the leased premises, except drilling units occupied by praducing oll or gas
wells, each of which drifling units the Lesse may hold subject to the terms of this tease until abandoned-or until the end of the lerm
thereol, and the extended lerm, if renewed as hereinafter provided. Each of said-drilling units shall, in each insiance, conform to
subdivisions as defined In paragranh 3 hereof. Lesses 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 to drill new wells
therecn to other zones in order to maintain or increase produclion, or o vestore production if it shall cease {from any cause.

20. Upon the vioiation by Lessee of any of the terms, covenants or conditions of this lease, and lallure to remedy the default
within thirty {30} days after receipt of wrilten nolice from Lessor so 1o do, then at the option of tha Lessor this lease shall forthwith
cease and lerminate, and all rights of the Lessee in‘and to said property shall be at an end as 16 &ll said properties, excepl that the
Lessee shall have the right Lo retain and hold under this lease the area surrounding each well producing or being drilled, with respect
to which it Is not in default 1o the same exten! and with the same rights as provided in paragraph 19 hereof in the evenl of a surrender
by Ihe Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall not be a waiver of any other or
subsequent breach hereof, nor of any ather covenant or condition hereol.

21. Upon surender by the Lessee of said leased premisesin whole or.in part or upon the termination of ihe Lesset's rights and
Interests in and lo the leased premises. or any part thereof, in any manner herein provided, the Lesses will quistly and peaceably
surrender possession thereof to the Lessor and agrees to release 1o the Lessor, its successors or assigns, ali right, title and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee's rights have lerminated as herein provided, (n the event
of a partial refeese of the property so reipased shall be subject to tha easements and rights of way herein provided for and ppurten-
ant to any part of the feased premises relained by the Lessee, and the Lessee shall furnish 1o the Lessor a map showing the location
of such easemenis and rights of way. If there are any rights, interests, claims, liens of encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone claiming under Lessea al the time of the release, Lessen shall 1eke such actions, steps and
proceedings as may be necessary to terminats and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do 5o gt the sole expense of the Lessee, which expense, plus reasonable attorney’s fees, Lessee agrees to pay 10 Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor In wriling that 1o the best of Lesseg's information, knowledge and
belief no such rights. interests, claims, liens or encumbrances affect the lease premises released by Lessee.

22. Derricks, buildings and other structures, improvements, equipment, machinery and appliances ptaced by the Lessee on or
in the demised premises shall be and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments of rentals or in respect of any covenants, agreements or conditions 1o be kept or performed by the Lessee,
the Lessee shall have the right during the term herec!, or at any time within sixty {60) days after the date of termination of this lease
to remove from tha leased premises all such personal property, except casing in water wells purchased by Lessor; provided, further,
that the Lessee may exiend the time within which such personai property may be removed for a period not exceeding six (6)
months from such date of lermination by paying to the Lessor monthly in advance a rental of Ten Dollars {$10.00) an acre a month
for each twenty {20} acre subdivisicn upon which any such personal propertly remains. Any suth personal property not removed
from said premises within said six {6) months’ period shall become the property of Lessor.

23. The Lessee agrees 1o keap lull reccrds of the operations upon and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the Lessee; lo notify Lessor promptly of
discovery ol any of said substances in the teased premises and to furnish to the Lessor on or before the twentieth day of each month
a true statemenl. in triplicate, of all production, defiveries and deductions in a form satisfactory to the Lessor. All records of the
operations and productions and sales of said substances from said feased premises shall, at all reasonable times, be open ta the
inspection of Lessor's agents and representatives.

24. Lessee will keep an accurate log and casing record showing the progress of drilling, characier of formations encountered
o dilicd threugh, snd casing in each wetl in which drifling shall have bssn dong on the leased premises, and fumnish Lessor a copy
the:.2of upon tha completion of or the abandonrment of each well, and a trua copy ol &l surlace snd subsurlace surveys made of each
well dniled under this lease. Lessee will furnish a!l reasonable {acilities for making such observalions, measurements and reccrds as
the Lessor may desire and Lessor's duly appointed agents and representatives shail have free and full access et their sole cost, risk
and expense 1o all of the wells and works and lo all property in and upon said leased premises.

25. Lesses agrees to conduct Lessee’s operations so as to interfera as little as is consistent with the economical and ordinary
use of the premises for tho purposes herein reserved by the Lessor, 1o lay and maintain all pipe lines not less than thirty-six inches
(357 below the surface of the ground; to fence all sump holes and excavslions to safeguard livestock grazing on said land; to
provide substantial gates at poinls where fences are cut by the Lesses; and 1o use reasonabls care and diligence lo prevent the
overflow of oil or water which may be detrimenlal to vegelation on those poriions of the leased premises which are suitable for
grazing, agricuttural or horticuliural purposes.

26. Lessea shall carry on Lessee's operations hereunder in 8 careful and workmanlike manner. Lessee shall comply with any
and all applicable valid statutes, ordinances and governmental orders and regulations periaining to the exercise of rights leased here-
under and shall furnish such evidence of Lessee’s compliance therewith as may be required by Lassor. Lessee shall furnish evidence
satisfactory 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 to relevel the surface of the
property Tnvolved, and to fill all abandoned sump holes and excavations made by Lessee; to remove all dericks, tanks and tank
supports, and if there are any pipe lines running from &ny abandoned wall, or any other place on the property, the same shall be
removed if the Lessor desires, and ditches opened up by removal of the pipe line and the ground made to conform to the natural
contour. Lessee will also remove &l cement blocks or foundations which may have been placed on the leased premises, and any and
&l athér supports placed by Lessee or permitted by Lessee to be placed on sald leased premises and which, In any manner, interfere

with the use thereof.-

28, Lesses agreos 10 release and to indemnify and sava harmless Lessor, the surface owner of said property, the heirs,
personal representatives, successors and assigns of the surlace owner, and any corporation affilialed witk, owned or controlled by

.Southern Pacific Company, a corporation, from and agalnst any and all claims, causes of action, liability, costs and expenses arising
“out of injuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whalsoever, directly or indireclly

resulting from or caused by the cccupancy 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 or appurienances thereof, used by the Lessea on said [eased premises or.
property adjacent thereto, including, without limiling the generality of the foragoing, the breakage of pipe lines, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therelrom.

29. Lessee agrees to pay before delinguency all 1axes and assessments which have been or shall be levied and assessed on the
mineral righis In the leased prerises, and on the buildings, structures, equipment and other personal property or improvements
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stsred thereon and not belonging to
Lessor. Lessee may deduct up to one-sixth {1/6th) of the taxes and assessmenis on mineral rights in the leased premises in each
fiscal year, paid by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months'
period subsequent to the day and month in such fiscal year on which the first installment of such iaxes and assessments become
delinquent. The above amount of the laxes and assessments for a particutar fiscal year so paid shall be deductible only from the
royalties dus and payables during the twelve months® period which immediately succeeds the date of delingquency of the first
installment in such fiscal year. Lessee agrees to pay to Lessor annually, within fifieen days afier demand, an amount equa! to five-
sixihs of the real property taxes and assessments pald by Southern Pacific Land Gompany on the land overlying or occupled by the
leased premises (except on buiidings, structures and other img}rgemenls thereon not owned, mainlained or used by Lesses) for the
fiscat year beginning July 1, 19.82_, prorated from _. DECEMBER 1, 1982 to June 30, 19__83 and for each fiscal
year therealter during the term of this fease. Lessee shall pay any production or severance lax computed or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Government, the Siate of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said 1axes as Lessor's shares of the {axes on the
mineral rights.

a0. Either party may pay the entire amount of any delinquent taxes or assessments which shall constitule a lien on s&id leased
premises and which should have been paid before delinquency by the other party as herein provided, and penaliles and interest
thereon, and shall be entitled to reimbursement from the other parly of the part of the taxes and assessments hetein agreed 10 be
pald by such other party. and of ihe 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 apporlioned with the principal amount of taxes and assessments
in making such annual adjustments, but shall be borne entirely by \he party obligated to pay the tax or assessment belore
delinquency.

31. Lessea shali not commence drilling into or through the leased premises or construcl, alter or repalr sirectures or
improvernents of any character, excepl emergency repairs, upon said property until afler written notice thereol 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 full
alt persons who pedorm labor or services on, furnish materials joined or afiixed to, or provide equipment for, sald property, or the
constnuction, re-construction, repair or placement of any structure improvement on said property, at Lessee’s instance or request.
Lessee shall not permit or suffer liens of any kind or nature to be enforced apainst said property for such labor, services, malerials or
equipment. Lessor shall have the right to pay any amount required 1o retease any such lizn or fiens, or to defend any action brought
thereon, and fo pay any judgment enlered therein and the Lessee shall be liable to the Lessor {or al! costs. damages and reasonable

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

32 Lessee agrees 1o pay lo Lessor interest at the rate of 10% per annum upon any and all amounts whatsoever due uader this
{easa 10 Lessor from the dale payment of each such amount is due and owing to Lessor or from the Jate 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 paymenl
is tendered or pald to Lessor within 30 days afler ihe date a payment is due and owing hereunder 10 Lessor or the date of such
treack, as the case may be.

33 If Lessor shall bring suil to compel performance of, or 1o recover for breach of any covenant of condition hereln contained,
or for declaralory refief, and prevails therein, Lessee agrees to pay to Lessor reasonsble aftorney fees in addition to the amount of
judgment and costs.

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

35. Any demand, notice or stafement herein requested or required 10 be given by one party to the other shall be in writing.
Delivery of such written notice or statement to Lessor shall be conclusively taken as suflicient if and when deposited in the United
States Mail, with postage thereon fully prepaid, certified or registered, addressed to Lessor at One Marke! Plaza, San Francisco,
Calfomia 84105, and delivery of such notice or stalement to the Lessee shall be conclusively laken as sufficient if and whan
deposited in the United States Mall, with postage thereon fully prepaid, certified or registered, addressed to Lessee at 1000 Trinity
Building. 1801 Brordway, Denver, Colorado 80202, Any party herelo may, by written nolice, change his or its address to which such
dimands, notices or statements may be sent

35, This insirument is a lease and is not and shall not ever be held or interpreted 1o be a mining partnership or parinership of
any kind, or in any sense whatsoever; tha intention of the parties hereto being 1o esiablish and create hereby between themsetves
only the relationship of Lessor and Lessee in accordance with the lerms, provisions, conditions, covenants, reservations and
agreements herein set forth.

37. 1t is agreed that in case Lessee shall, excepl by Lessor, be lawfully deprived of the possession of said premises, of &ny paii
thereot, Lessee shall nolity Lessor in writing setting forth in full the circumstances in felation thereto, whereupon the Lessor may, at
its option, either reinstall Lessee In possession of the leased premises or tarminale this isase as to the premises or the part thereof,
the possession of which Lessee Is so deprived, by giving notice in writing 1o tha Lessee fo that eHlect and at the same time paying, or
tendering with such notice, to the Lessee the sum of Cne Hundred Doflars {$100.00), plus the pro rala amount of any rental, thereto-
fore pald in advance by the Lesses undar the provisions of paragraph 3 hereof and applicable lo said premises, or such portion, for
the unexpired rental pericd, whereupon no claims for damages of whatsoever Kind or character incurred by Lesses by reason of such
dispossession shall be chargeable against Lessor.

28. if Lessee is adjudicated a bankrupt, or shall make an assignment for the benefit of creditors, or file a voluntary petition
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* under. any {aw -(having for its purpose the adjudication of Lessee a bankrupt, or lhe extension of time of payment, composition,

" - payments for the use of the leased premises shall nol constilute & walver of Lessor's right to terminate this lease as above set forth, If
~"there are two or more Lessees hereunder, or if Lessee is a parinership, then the right of Lessor to lerminate the enfire lease shall be-

' proceedings”or procedira’herein ‘mentioned.

: - wells are producing or capabls of producing oll or gas in paying quantities, but are not being produced for reasons authorized under '

. being produced to include dritling unlls as defined in paragraph 3 hereo!, occupled by wells producing in paying quantities or welis .-
" 'In process of being diilled on the same acreage specified In paragraph 3 hereof, together with the same rights provided for in

-from Lessen of such renewal shall be recelved by Lessor not more than six (6) months nor less than thirty (30) days prior to the .-~ -
- expiration of the criginal term hereol. o B

o

" adjustment, modificalion, settlemant or satisfaction of the liabililies of Lesses), or 8 receiver be appointed for the property of Lessee
- by . reason of the-Insolvency of Lesses, notwithstanding anylhing o the contrary elsewhere in the lease, Lessor shall have the . - .
immediate right to terminate his [ease and 1o take exclusive possession of the leased premises. The acceptance of rent or. other

. @xercisable in case any one of the Lessees or partners is adjudged a bankrupt or becomés subject to or participates in any olher

<<789, |, at the explration of the term of this lease, any wells are being drilled by Lessea on the leased premises, or any exisling

this lease, Lesses shall have tha option of renewing this lease as long thereatter as such substances are produced or capable of

paragraph 19, on and sublect to the same royallies, terms, covensnts and conditlons as are hereln specified; provided, written notice

© 40. This lease shai! inure to the benelit of and be binding upon the respeclive helrs, administrators, execulors, suecessors and
assigns of the parties herelo, but no essignment of this lease, or any sub-lease or agreement affecting this lease, or the leased-
premises, or any interest therein, shall be vatid, unfess made with the consent of Lessor in writing, and no change in ownership in the
land or in the renlais of royalties shall be binding on Lessee until Lessee shall have received writlen notice of such transfer or -
assignment. All covenants, agreements and stpulations herein contained shali run with the propeity.

41. If there be more than one Lessea named herein the term “Lessee” shall designate the plural number, and the ebligations of
the Lessea hersunder shall ba joint and several.

42 Time Is of the essence of this lease.

43, Where there Is 2 gas well or wells on the leased premises or acreage unitized therewilh at any time during which this lease
Is in elect, and such well or wells are shut-in, Lessee shall pay as royally to Lessor the sum of $1,280. per well per year. Said
payment is due on or before ninsty {90) days from the date of shut-In or the date on which the jeased premises or a portion thereof
are unitized wiih lands on which there is a shut-in gas well, and thereafter on or betore the anniversary date of such payment during
the period such well or wells are shul-in. Ugon sald payment it shall be considered that such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

IN WITHESS WHEREOF, the parties hereto have caused these presents o be execuled as of the day and year first hereinabove
written.

SUN' EXPLORATION A7
SOUTHERN PACIFIC LAND COMPANY - AND PRODUCTION COMPANY REAW/LES £TROLEUM CO.
7 -ﬁg gi
By - By: %L{P [n& By ./ é 2tz -

e
CINTRIL 121 G2 Agent and Altormey.In-Focf Lo
Attest ' CHAELES R. MANGuM s L 0L Vo heintiade L2 o,

A2 | o

STATE OF OKLAHOMA
COUNTYV OF TULSA

R & ! -."'-.‘ .
t!fg‘:ﬁfyq{gapjgclgizgugﬁgglwas acknowledged before me on this 18th day
AR DENT, LANDS of READING & BATES PETROLEUM CO.

T N
Lynne }_SIPlumlee - Notary Public
1100 Mid-Continent Bldg., 409 s,

Tulsa, Okiahoma 74103

of February, 1983,

Boston Ave|:

. SIMTE.OF Colorado . T LU Tl
{7 | COUNIX OF Demver = .. .. . . .. oo

The foregoing {nstrument was acknowledged before -e on. thiz 17th day

g January . 1983, by CHARLES R, e,
of BUN EXPLORATION AND m%nu’é __E_"._'_‘.AN_E__UH,.FI AGENT AND ATTORNEY-1N-FACY

o T B

Wotary Public _
1801 Broadway, Suite 100800 | l 0 PAGE239
Denver, Colorado 80202




EXHIBIT "A"

Atfédhed to and made a part of that certain agreement

05500

- No. -

dated December 1 , 1982 between: 7 .
'-éouinéauthCIFlc LAND COMPANY and SUN EXPLORATION AND PRODUCTION

" COMPANY and READING & BATES PETROLEUM CO.

ket Lk i

MDM : 1
Subdivision Sec. Twp. Rge. _hcres
1 30K 50B 641.46
: ﬁi 11 308 5S0E 640.00
*  Ali 13 30N 50E 640,00
*x ALl 35 30N S50E 640,00
* A1l 5 30N 51E 643.94
TOTAL 3,205.40
STATE OF CALIFORNIA *
City and Couniy of San Frencisco

Oamnis_208h _ s0yef December .
before me, IAMES W, WATT,

(Oae Muckel Mansd

inthe year Ong Thousand Ni
a Naotary Public in and for the City and County of San Francisco,

R. A. Berger

Vice President and General Manager.

ine Hundred and Eighty Two
State of Califorria, peisonally eppeared

JAMES W. WATT
HOTARY FUBLIC - CALIFORNIA
FRINCIFAL FLALE OF EJSINESS IN
CITY AND CGUNTY OF

FRENCISCO

personally known to me for proved to me on the baxis
execuled the within instrument a5 president
named and acknowledyed 1o me that the C

————

of satisfactory evidence) to br the person wha

for seceetaryj or on behalf of the Corporation therein
arporation execured i,

o Mf ll’lTA‘ESS WHEREOF, I have hereunto ser m y hand and offixed my officiol seat a1 my
B r; office in the City and County of Son Fraacisco, the day ond Jvor in thix certificate first above
L widiten,

Corporation

Noiary Public §
My Commission Expires June 24, 1983

o1 the City 2nd County of San Francisco, Srate of Calilotnia.
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