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EASE, madé’in dupllcate this

TH) PIRET

Thal Lassor In nonslderatlon o! the observance and Iaﬂhful perfonnanoa by Lessee of ajl |he provisions contal

NEVAI)A

to.as “leased premlses in the Bethty ol _LANDERIHIBEKA__. Stale of
mm on Exhiblt A anached heralu and made & part hareol [

Subjec! lo satements, leases and restrictions affecting said proparty.

may bs. necessary for the above: operalions,

* sdld property.for any and ‘all other purposes consisten! with the rights herein loasad to Lessee.
7 2/ The term of this loase shiall be for twenty-five (25) years, from and afier the FIRST

aqd paitween SOUTHEHN PACIFIG LAND COMPANY ‘a- Calllomia corporallon. herelnaﬂer catled *“Lesso and SU ]
PLORA‘HO AND PRDDUC;T[DN COMPANY As lo'an undmded?!i% lnlerest and READING & BATES PEI'ROLE M CO.% 13

to Lessaa inrclhe t?:rfn and purposes he!einaﬂer set forth, all that cerain pmpafty somaumas harelnaﬂer refermd
] mnrs bartlcu!arfy

Fo: the purposes of this Jesse, Lesses shall-have the right (subject lo the provisions hereof and 1o the extent of Lessor's
ownership inerecf) to explore, drill for and to produca, extract, take and remove all oll and gas hereinafter referred to as ‘substances’,
contaired in said property, to store said substances upon sald property, 1o locale, erect, construct, maintain, replace and operate
upon and in seid’ property such facilities and structures {excapt refineries or topping gas plants} as may be necessary in the
production, Ireatmenl. storage or transportation of said substances from said property, and to eppropriate and usa such waler as

. " Reserving unto Lessor, Hs successors and assigns, the right to construct, maintaln and use ditches, flumes, roads, tralls, tracks
and pipe, telegraph, telaphone, signal, communication and power lines In, upon, over and across said proparty and the right to use

day of nzcm»mm

--19._32 uniess soonar lerminalad or foﬂaltad. efther in whole or- In p-art. as herelnafter provided.

lrrstysar P

—f

L&‘?l-

) 3. Lassee &greas lo pay to Lessor @ cash rental of | 6,371.36 in advance on tha data of delivery of this Iea.sa for the
- of the Ierm hareof -and anm.laHy !hareal'!er on or bafora tha first day of each ‘successive ysar
“of the- tarm hareof 8 cash’ rental of $2.00 an acre per annum [n advance, provided that rental shall nol accrue or be paysble for:

(a)each 'dﬂ'ﬁing unll" upon whlch there is & pmduclng oil or gas well on the da\e when rental-Is_payable,
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-{b)each B40 acre subdivision within the boundaries of the leased premises on which drifling is in progress on the date when
rantal” Is._paya.b'le, or

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

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

by the orders, rules or regulations of a competent administrative authority, constiluted by law and not by voluntary
agreement, from producing sald substances therefrom.

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

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

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

{2)a forly acre subdivision, or less, if the average depth of the producing interval of welis drilled for il shall be greater than
four thousand {4,000} feeL - : .

Subject to the terms and provisions of Sections 14 and 26 of this lease, a twenty {20} acre subdivision £s used herein shall ke
either the North, South, Eas! or West half of a legal Government forty {40) acre subdivision, a forly {40) acre subdivision as used
herein shall be a legal Governraent forty (43) acre subdivisian, and a one hundred sixty (160} acre subdivision as used herein shall be
a legal Government one hundred sixty (160) acre subdivision, all according 1o the United States survey.

4. Except as herein otherwise provided specifically including Seclicn 19 of this lease, the Lessee shail commencs drilling an oil
or gas well on the leased premises on or befoie five years from date hereof (referred 1o in Section 4 as “said date"), and shall
continue the work of drilling such weil with due diligence until completion. After completion of the first well, Lessee shall commence
drilling another well on said leased premises within one hundred twenty (120 days and shall continucusly operate at least ons siring
of tools in drilling wells on the leased premises, allowing one hundred twenty (120) days between the completion of one well and the
commencement of the next succeeding well until one cil or gas well producing from. each productive zone has been compleled to
each drilling unit; provided, however, thal if any well completed betore said date shall prove 1o be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilling the next well at any time before said dale. Nothing herein
shall limit the number of wells which Lessea may. at Lessee’s aption, drill in-excess of the number harein specified, or the depih t
which any well may be drilled if Lessee should elect to dritt below the depih spacified. |f Lessee hns nol commenced drilling of anol!
or gas weil on ihe Ieased premises on of before five years from the date hereol, the rights, dulies and obligations of Lessor and
Lessee under this fease shalt ipso facto terminate.

§ A well shall be deemed completed when {a) formalions or mechanicai difficulties are encountered which, in Lessee’s
judgement, would render further drilling of sai¢ well unprofitable or unsuccessiut, and because of such fact active drilling operations
therein are discontinued, o (b) il has been drilled to 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 quanitites
deemed by Lessee sufficient to pay to pump or otherwise secure and save,

6. Except as hereinafter provided, Lessee shall deliver to Lessor, as royally, one-sixth (176th) of the net cil, pelroleum and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shall be subject to deduction from. the gross product; the quantity that may be consumed in ithe Lessee’s
operations hereunder, and after making deductions for temperature ai 60° Fahrenheit, bottom selilings and moisture according to
the American Petroleum [nstitule methods.

7. Lessee agrees to pay o Lessor as royalty one-sixih (1/6th) of the value of natural gas produced and sold from the leased
premises, and one-sixth (1/61h} of the value of residual dry gas sold after the processing of the wet gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee 1o save or marke! natural gas or residual dry gas unless there
shall ba a surplus aliove fuet requirements, and a market at the well therelor. 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 tha
purchaser on the leased premises. Lessee shall nol be required to pay royalty for any natural gas or residual dry gas used in Lesses’s
operations on 1he leased premises. Lesses shall not use any nalural gas or residual dry gas ofi the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price to be paid 10 the Lessor for its one-sixih {1/6th) share of such gas.

8. (a) If the wet gas produced trom said premises is processed jor the purpose of manufacturing natural gasoling and/or other
petroteum products then Lessee shall pay to Lessor one-sixth {1/6th) of the tolal value o' all natural gaseling and/or other petroleum
producis recovered and saved from said gas, less the cost of producing and selling the same. which cost shall include the expense of
operaling 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 ne event, however, shall the total o! said cost of producing and selling exceed
fifty (50) percent of the lotal value of all naural gasoling andfor other petroleum products recovered and saved from said wel gas
computed in the manner hereinafier sel forth. In computing the value of said gasoline and/or other petroleum products the gasoline
and/or other petroleurn products shall, il sold by Lessee to third parties, be valued at the respeclive nel ex-tax prices received by
Lessee irom {he s2le thereot a1 the plant or plants where produced. [t said gasotine and/or other petroleum products are retained by
Lessee for Lessee’s own use, such products shall be valued at the fespeclive ex-tax prices posted of established for natural gasoline
of like Reid vapor pressure and/or for other petrofeum products of the same quality produced in the same fietd during the same
calendar month

{b) If any wet gas produced from said premises is sold by Lessee for the purpose of manufacluring nalural gasoline and/or
other peirciaum products on a basis whereby a royalty therein is reserved o Lessee, payable in money, then the Lessee shall pay to
the Lessor one-sixth (1/6th) of the lotsl amount of the royalty so reserved to Lessee, provided, however, that the amount of royalty 1o
be paid to Lessor hereunder shall be not less than one-sixth {1/6th) of fitty (50} percent of the total value of such producls 50
manufactured.

{c) In the event wel gas produced from said premises is sold for the purpose of manufacturing natural gasoline and/or other
petroleum products on a basis whereby a quantity of the natura! gasotine and/or other petroleum products recovered lhergfrom is
reserves to the Lessee as royally payable in kind, then Lessee shall pay to the Lessor ong-sixth {1/6th) of the total value of said
natural gasoline and/or other petroleum products so reserved to Lesses, provided, however, that the total amouni to be paid o
Lessor hereunder shall be nol less than one-sixth (1/6th) of fifty (50) percent af the total value of such products so recovered.

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

9. Unless Lessor shall elect to receive its royalty oil in kind, the Lesses will purchase the royalty oil from the Lessor (a} at the
highest posted available market price of tha oil at the well, or in the field in which the wells are situated {affective at the time of
ramoval from lease tanks) of ell such oil so produced and saved by the Lessee from said wells and removed therefrom during the

preceding calendar month, or (b in the sbsence of a posted market price for such ail, the prevaifing market price at the well or in -
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the field {effective at the time of removal {rom lease 1anks) of such oll, or {c} In the absence of a prevailing market price the actual
pricer received by Lessea for such oil as sald wells, or (d) In the absence of sales by the Lessee at the wells the reasonable valus of
such ofl; provided, howsver, that if the Lessas disposes of such oll at & price, including bonus, in excess of the posted or pravaiting
market price, the price to be pald for such royalty oil by the Lessee shall be the same price, including bonus, recelved by Lessea.

10. At Lessor's option, exercisad not oftener than once in any one (1} calendar year, and upon sixty (60) days’ previous wiillen
notice, the Lessee will deliver tha kind, free of cost to Lessor, the sald royalty oil, Should Lessor require that royally oll be delivered in
kind, Lessse, if requested by Lessor, will, without cost to Lessor, provide siorage tanks on tha leased premises sulicient 1o hold an
asccumulation of not te exceed thirty (30) days’ production of royalty oil and will place sald royalty oil in storage for the Lessor in said
tanks as and when it Is produced. Lesses shall be in no manner responsible or held ligble for loss or destruction of such stored oil
belonging to Lessor from causes over which Lessea has no control. Lessor agrees to remove the royalty oll so stored from said tanks
as often as may be necessary o keep sufficlent space available in sald tanks for current accumulations of royalty oil. No royalty shal
ba dug the Lessor for or on account of oil lost through evaporation, leakage or otherwise prior to the removal of sems or delivery to
Lassov, if royalty oil shall be delivered in kind. If Lessee purchases the royalty oil, the Lessee may deduct therefrom a nroportionate
part of the actual reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only In the event, howsver, that such ol Is treated by the Lessee on or In the immediate vicinity of the leased premises. If the
Lessor shall elact to recelve royalty oil in kind, such royalty oil shall be of the same quality as that removed from said leased premises
for the Lessee’s own account, and if Lessee’s own oil shall be treated before removed, Lessor's ol will be treated therewith before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proporilonate part of such reasonable cost of treatment.

11. All royalties payable and the price for afl such substances which shall ba sold to the Lessee hereunder, under the lerms
hereof, shali be paid by Lessee to Lessor on or befora the twentieth day of the calendar month next succeeding that in which delivery
of such substances shall have been made to the Lessee under sush sale, and all royalty paid in kind shall be delivered to the Lessor
from fime to time as the same is oblained on said premises and stored and handled as herain provided.

12 The rental and royalties hereinbefore provided for shall be in len upon any and all of sald substances removed from or
stored upon tho leased premises, and upon any improvements and personal property of the Lesses upon said lzased premises.

13. Subject to the terms and provisions of Section 43 of this tease, each producing wall, as soon as compleled by the Lesses,
shall be placed upon production and shall thereatter be operated by Lessee diligently and continuously, and in accordance with
sound oil field practice. Less2e, from time to time as necessary, shall clean oul the wolls and do any and all other work required to
keep them in condition for production and the extraction of cil and gas therefrom to best advantage. Except as herein olherwise

provided, the Lessee wili keep each well drilled on the properties covered by thls lease producing to capacity consistent with good
operating praciice.

14, This Leacn chall ba subjeri to all laws, statules, rules and regulations heretofore or hereafier enacted or promuligated to
conlrol, suspend or consarve oil or gas and oil or gas operations, and, also to any general agreement which Lessee may in good faith
enter into with other operators in the field in which the leased premises are siluated, for a like purpose; and if compliance by the
Lessee with such laws, statutes, rulss or regulations or with any such agreemant shall hinder, delay or Inter{ere with the camrying out
of any provisions of this Iease, Lessee shall not be considered in defaull or be liable to Lessor for any damage or injury sulfered or
sustalned on account thereof, nor shall Lessea’s rights be subject to forfeiture by reason thereof, notwithstanding any provisions of
this lease; provided, that such agreements affecting the leased premises shall not be for periods greater than one (1) year without the
Eessor's written consent, and provided, further, that no such agreemeni shall euthorize Lesses fo diseriminate agalnst sald leased
premises in favor of any other properties owned, leased or oparated by the Lessee in the same field, nor excuse such discrimination
either [n the drilling or producing obligations of the Lessee hereunder. Lessee will {umish Lessor with copies of any written
agreement for the voluniary curtziiment of said production, and i there are no such agreements, Lessee shal! fumish Lessor with
copies of orders of the Cil Umplre, or any other authority having the power to make orders for voluntary curaiiment. The Lessee
shall not be considered in defautt because of any acts done pursuant 10 or in reliance of any law or statute, rule or regulation, hese-
after declared unconstifutional or void prior to a determination of such unconstilutionality or invalidity by a court of last reson.

15. 1 gas is discovered in any well in paying guaniitiss and Lessea shall determing thatl conditions are not such as 1o indicale a
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operata the leased premises for the
production of gas. In such event, the drilling obligations shall be reduced 5o that the Lesses shall be required to drill not more than
one well to each ong hundred sixty (160) acres, or major fraction thereof. For the purpose of this lease, & gas well shall be any well
prodducing gas only or producing at a gas-oil ratio in excess of ten thousand (10,000} cubic fest per barrel, and an oil well shall be
any well producing at a gas-oil ratio of ten thousand (10,000) cubic fegi per barrel or less; provided, however, that any well, the liquid
production from which is a result of relrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. If, al any
later period, ol shall be discovered in paying quantities on the leased premises or in the event that oil Is discovered in paying
quaniities in any well within ofiset distance, as provided in paragraph 16, of the boundary lines of the leased premisas, then this lease
shall revive as an oil lease, and ali of the conditions herein stipulated as to grilling for oil shall become eflective commencing with
such discovery of oil. Provided, however, the foregoing lerms and 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 fease.

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 complated in & zone the average depth of which Is less than four thousand {4,000}
feet and within thrae hundred thirty (330) feet, or is completed in a zone the average depth of which is greater than four thousand
(4,000) feet and within six hundred sixty (660) feet, or in the event that a gas well is completed on adjoining property which is not
unitized with Lessor lands within thifeen hundred twenty {1,320)f2¢et of the exterior fimits of any property at the time embraced in
this fease in each instance and oil or gas Is produced therefrom in paying quanitites for a period of thirty {30} days, and the drilling
requ.fen.2iits undsr this lease ara not fully complied with,and the ownor of such wall shall operate the same and markel the oil or gas
therefrom, inen, untess thera is a well then being drilled or on production on the leased premises within the applicable offset distance
from the common boundary line, the Lesses agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafler in the leased premises, and complete it at approximately the same distance from the common boundary line as said
welt on the adjolning property Is completed, and proceed diligently and continuously to drill and complete said offset well to the zone
from which such well on the adjolning property is producing; provided, however, that in the event Lesseo Is drilling an oil or gas welt
upon the laased pramisas at the time of discovery of oil or gas on the adjoining property, the time for commancing the drilling of an
ofiset well shall be extended until ninety (80} days after the completion or abandonment of said well then being drilled by Lessee on
the leased premisas; provided, howeaver, that In no evant shall seid tims be extended bayond six {6} months atter the completion of
the well on tha adjcining property. For the purpose of satisfving drilling obligations hereunder, offset wells shall be considered as
other wells required to be drilled hereunder; provided, alweys that Lessee agrees 10 space oil or gas wells on the leased premises
sccording to the same spacing of oli or gas wells on the adjolning property in order properiy and effectively to offsel produciion from
wells on such adjoining properly and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder mey be suspended while the price offersd generally 1o producers in the same
figld for oll of a gravity of 14* American Petroleum Instite Scale, or of any higher gravity, at 60° Fahrenhsil shall {all bslow Ona
Dollar {$1.00) per barrel al the wells; provided, however, that drilling or production from ofise! wells shall not be suspended on tha
leased premises unless the offseting wells on the edjoining premises also discontinug producing.
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18. Any obligations, covenants or conditions imposed upon the Lessee shall bs suspended only while Lessee's compliance is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riols, delays In transportation, inability to
secure matarials, 1abor, drilling equipment or transportation in the open market, or interfarence by Governmental action, or any other
cause beyond the reascnable control of the Lesses, whether similar or dissimllar to the causes specilically mentioned. If such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the lease term shall ba extended
for a period of lime equal to the pericd 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 after the period of suspansion the proporicnate pan of the
rental for the rental year tamainirg after such period of suspansion. Lessee’s obligation to pay royalty on oil and gas production
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lessee would otherwise be required to
surrender any of the leased premises as an alternative 1o the performance of any obligation under this lease and such obligation is so
suspended, then 50 long as such performance is suspended under this paragraph or other provision of this lease, Lessee shall not be
required to surrender any porfion of the ieased premises.

If the permissicn or approval of any governmental agency is necessary beforo drilling or other operations can be lawfully
commencad on the leased premises, then i such parmission or approval has been applied for at least thirty (30) days prior to the
date upon which such operations must be commenced under the terms hereol, the obligation to commence such operations shall be
suspended until thirty (30) days after the governmental permit is granted or approval given. If such permit or approval is denled
initlally or at any time during the approval or permiiting process or is revoked alter issuance, then so fong as Lesses in good faith
appeals from such denial or revocation or conducls further proceedings In an attempt lo secure such permit or epproval, the

obligation 1o commence such operations shall ba suspanded until thirly {30) days afler such govemmental permit is granted or
approval given.

19. The Lessee may, at Lesseg's option, at any fime surrender and quilclaim this lease as to all of the leased premises or as to [
any one or more twenty (20) acre subdivisions thereof as herein defined, and shall be released from, all obligations theraafter arising i
with respect to the premises sumendered and quitclaimed, and in the case of a pariat surender and quitclaim all of the rental and :
drilling obligations shall be reduced pro rata. At any tims afler the completion of the first well, or any subsequent well on the leased
premises, Lessee may cease further drilling and if the full number of wells shall not have been drilled Lessee shatl ingrsupon suren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling units occupled by progucing il or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease uniil abandoned or until the end of the term
thereol, and the extended term, if renewed as hereinafter provided. Each of said drilling units shall, in each instance, conform 1o
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right 1o do such things as may be necessary to keep such
drilling units in the highest productive slate, including the rdight o ream, clean oul, deepen, ra-work, re-drill, and to drill pew weils :
thereon to other zones in ordar to maintain or increase produclion, or to festore production if it shall cease from &ny cause. i

20. Upon tha violation by Lessee of any of the terms, covenants or conditions of this lease, and {ailure to remedy the default
whhin thirty (30) days after receipt of written notice from Lessor so 1o do, then at the option of the Lessor this lease shali forthwith
cease and terminate, and ali rights of the Lesses in and 1o said property shall ba at an end as to all said properiies, except that ine :
Lessea shall have the right to telain and hold under this iease the area surroundir.g each well producing or being drilled, wilh respect i
1o which it is not in default to the sama extent and with the same rights as provided in paragraph 19 hereof in the event of a surrender ;
by the Lessee. The walver by Lessor ol any breach of any covenant or condition hereo! shail not be & waiver of any other or :
subsequent breach hereol, nor of any other covenant or condition hereof. :

21. Upon surrender by the Lessee of said leased premises in whole or in pert or upon the termination of the Lessee’s rights and
interests in &nd to the leased premises, or any part thereol, in any manner hereln providad, the Lessee will quietly and peaceably
surrender possessicn thereof to the Lessor and agrees to release 1o the Lessor, its successors or assigns, all right, title and interest of
the Lessee in the leased premises, o the portion thereof in which the Lesse2's rights have terminated as herein provided. In the event
- of a partial release of the property so released shall be subject to the easements and rights ef way hereln provided for and &ppurten-
ant to any part of the leased premises retained by the Lessee, and the Lessee shaii turnish 1o 1he Lessur & map showing the location
of such easements and rights of way. if there are any rights, interests, claims, tiens or encumbrances conveyed, created, dons, made
or suffered by the Lessee, or anyone claiming under Lessee at the time of the release, Lesses shall take such actions. steps and
proceedings as may be necessary lo terminale and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do so at the sole expense of the Lessee, which expense, plus reasonable atlomey's fees, Lessea aprees (o pay o Lessor
or: demand. Upon request by Lessor, Lessee shall advise Lessor in writing that to the best o! Lessee's Information, knowledge and
belie! no such rights, interests, claims, liens or encumbrances affect the lease premises released by besses.
22. Derricks, buildings and other structures, improvements, egulpment, machinery and appliances placed by the Lessee on or
in the demised premises 5hall be and remain the persohal property of the Lessee, and provided no default shall at such time exist in
respect of any paymenis or rentals or in respect of any covenanls, agreements or conditions to be kept or performed by the Lesses,
the Lessee shall have the right during the term hereol, or at any time within sixty (60) days after the date of termination of this lease
1o remove from the leased premises all such personal property, except casing in water wells purchased by Lessor; provided, furiher, :
that the Lessee may extend the time within which such personal property may be removed for & period not exceeding six (6) !
months from such date of termination by paying 10 the Lessor monthly in advance a rental of Ten Dollars £510.00) an acre & month :
for each twenty (20} scre subdivision upon which any such personal property remains. Any such persona! property not removed
from said premises within said six (6) emonths' period shall become the property of Lessor.

23. The Lessee agrees to keep full records of the operations upon and production and sales of said substances from said
leased premises independently of and separale from any olher premises operated by the Lesses; to notify Lessor prompdly of
discovery of any of sald substances in the feased premises and to furnish to the Lessor on or before the twentieth day of each menth

: a true statement, in triplicate, of all production, deliveries and deductions in a form satistactory to the Lessor. All records of the
1 operations and productions and sales of said substances from said leased premises shall, at all reasonable times, be open to the
inspection of Lessor's agents and representatives.

24, 1_essee will keep an accurale log and casing record showing the progress ol drilling, character of formations encountered
or drilled the=ugh, and casing in sach well in which deilting shall have been dona on the leased premises, and fumnish Lessor a copy
thereof upon the completion of or the abandonment of each well, and a tiue copy of alt suriace and subsuriece surveys made of each
H well dritled under this lease. Lessee will fumish all reasonable facilities for making such observations, measurements and records as
; the Lessor may dosire and Lessors duly appointed agents and representatives shall have free and full access at their sola cost, risk
and expense 10 all of the wells and works and 1o all property in and upon said leased premises.

25. Lessee agrees to conduct Lessee’s operations so as to interfers as litlle as Is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; 10 Isy and malntgin all pipe lines not less than thirty-six inches
{36") below the surlace of the ground; to fence all sump holes and excavations to safeguard livestock grazing on sald land; to
provide substantial gatas at poinls where fences are cut by the Lessee; and to usa reasonable care and diligance to prevent the i
overflow of oil or water which may be detrimental to vegelation on those portions of the leased premises which are suilable for i
grazing, sgricultural or horlicultural purposes.

o LSV AL o kb 98

26, Lesses shall carry on Lesses's operations hersunder in a careful and workmanlike manner. Lesses shall comiply with any
and all applicable valid statutes, ordinances and governmental orders and reguiations pertaining to the exerclse of rights leased hare-
under and shall farnish such evidance of Lesses's compliance thorewith as may b2 fequired by Lessor. Lessee shall furnish evidence
satislactory to Lessor that abandoned welts have been properly abandoned In compliance with applicable statules, ordinances and

governmental orders and reguiations, 4 BUOK‘ ‘ 0 FAGE’{- ‘ 8
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27. Upon termination of this lease in any manner, or if any well is abandoned the Lesseq agrees 1o relevel the surface of the
property invclved, and to fill all abandoned sump holes and excavations made by Lesses; to remove ali derricks, tanks and tank
supports, and i there are any pipe lings running from any abandoned well, or any other place on the property, the same shall be
removed if the Lessor desires, and ditches opened up by remavat of the pipe line and the ground made to conform to the natural
contour. Lessee will also remove all cameant blocks or foundations which may have been placed on the leased premises, and any and

- .“all other supports placed by Lessee or permitted by Lessee to be placed on said leased pramises and which, in any manner, Interfere
~ with the usa therent.. .

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

’ pagsona!'rep'rﬁe'ntaﬁvas; successors and assigns of the surface owner, and any corporation affiliated with, owned or controlled by
- Southém Pacific Company, a corporation, from and against any and &l clalms, ceuses of action, liability, costs and expenses afising
_out of infuries to, or deaths of, all persons whomsgaver, and loss of, or damage to, all property whatsoever, direcily or indirectiy
- resulting from or caused by the accupancy of, or operations of Lessee on, the leased premises or property adjacent thereto, or the
" existence of oil wells, gas wells, derricks, plpe lines or tanks or appurtenances thereof, used by tha Lessea on sald leased premises or

property adjacent thereto, Including, without limiting the generality of the foregoing, the breakage of pipe lines, tanks or other
equipmant or the escapa or loss of oil, pelroleum products, gas, water or fire therefrom.

20, Lesses agrees to pay before delinquency all taxes and assessments which have been or shall be levied and assessed on the
mineral rights in the leased premises, and on the buildings, structures, equipment and other personal properly or improvements
placed, maintained or used by Lessee on the leased premises, and on the mineral substances s'ored thereon and not belonging to
Lessor. Lesseo may deduct up lo one-sixih {1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, paid by Lessee, from the roysllies due and payable to Lessor for production during each successiva twelve months'
period subsequent to the day and monti in such fiscal year on which the first installment of such taxes and assessments become
delinquent. The above amount of the taxes and assessmenls {or a particutar fiscal year so paid shall be deductible only from the
royalties due and payabla during the twelve months’ period which immediately succeeds the date ol delinquency of the first
instaliment in such fiscal year. Lessee agrees to pay 1o Lessor annually, within fifteen days after demand, an smount equal to five-
sixths of the real property taxes and assessments pald by Southern Pcific tand Company on the land overlying or occupied by the
leased premises (except on buildings, structures and other im mvemfnls fherson not owned, maintained or lésed by Lessee) for tha
fiscal yaar beginning July 1, 19 , prorated {rom DECENBER 1, 198 to June 30, 19 3 and for each fiscal
yeAr thereafter during the term of this lease. Lessee shall pay any production or severance tax computed or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Gavernment, the State of Californla, or any of ils
political subdivisions, and Lessor shall reimburse Lesses for the same proportion of said taxss as Lessor's shares of the faxes on the
mineral rights.

30. Either party 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 delinquency by the olher pariy as hiereln provided, and penalties and interest
thereon, &nd shall ba entitled to reimbursement from the other parly of the pari of the taxes and assessments herein agreed to be
paid by such other party, and of the entire smount of the penalties and Interest. Penallies and intevest on delinquent taxes and
interest on paymenis made pursuant to this paragraph shall not be apportioned with the principal amount of laxes and assessments
in making such annual adjustments, but shall be borne entirely by the parly obligated to pay the 1ax or assessment belore
delinquency.

a1. Lesses shall not commence drilling into or through the leased premises or construct, alter or repair structures or
improvements of any character, excepl emergency repairs. upon sald property until after writien notice thereof is given 1o Lessor.
Lessor may post and maintain upon the feased premises notices of non-responsibility as provided by taw. Lessee agrees 10 pay in full
alf persons who perform labor or services on, jarnish materials jolned or affixed to, or provide equipment lor, sald property, nr the
constiuction, re-construction, repair or placement of any structure improvement on said property, at Lessee's instance or request.
Lessea shall not permit or suffer liens of any Kind or nature to be enforced against sald property for such labor, services, materials or
equipment. Lessor shall have the right 1o pay any amount required 1o release zny such lien or liens, or to delend any aclion brought
thereon, and to pay any judgment entered therein and the Lesses shali ba liable to the Lessor for all costs, damages and roasonable

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

32. Lessee agrees 1o pay lo Lessor interest al the rate of 10% per annum upon any and all amounis whatsoever due under this
leasa to Lessor from the date payment of each such amnunt is due and owing to Lessor of from the date of each breach by Lessee of
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each payment of said amounts, unless such payment

is tendered or pald lo Lessor within 30 days after e dale a payment is due and owing hereunder 1o Lessor or the dale of such
beeach, as the case may be.

33 If Lessor shall bring suit to compe! performance of, or to recaver for breach of any covenanl or condition herein contained,
or for declaratory refiel, and prevails therein, Lessee agtees 1o pay to Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34, All payments to the Lessor shall be made 1o il al One Market Plaza, San Francisco, California 84105, bul Lessor may at any
time by notice to Lessee change the place of paymenL

35. Any demand, notice or stalement herein requested or required 1o be given by one party to the other shall be in wriling.
Delivery of such written notice or slalement to Lessor shall be conclusively 1aken as sufficienl if and when deposited in the United
States Mall, with posiage thereon fully prepaid, cenified or registered, addressed to Lessor at Ons Market Plaza, San Francisco,
California 94105, and delivery ol such nofice or statement to ihe Lessee shatl be conclusively taken as sufficient it and when
dep-sited in the Uniled States Mail, wilh postage Ihereon fully prepaid, ceriified or registered, addressed 1o Lessee at 1000 Trinity
Building, *&01 Broadway, Denver, Colorado 80202. Any party herelo may, by written notice, change his or ils address to whish such
demands, notices or slatements may be sent

36, This instrument is a lease and is not and shall nol ever be held or interpreted to be a mining partnership or partnership of
any kind, or in any sense whaiscever; the intention of the parties hereto baing 1o establish and create hereby between themselves
only the relationship of Lessor and Lesses in accordance with the lerms, provisions, conditions, covenants, reservations and
sgreements herein set furth,

37. It Is agreed that in case Lessea shall, except by Lessor, bo lawfully deprived of tha possession of said premises, or any parl
thiereol, Lessen ¢%all notify Lessor in writing setting forth in full the circumstancas In relation thereta, whereupon the Lessor may, al
its oplion, either reinstall Lessee in possession of the leased premises or terminate this lease as to the premlses or the part thereof,
the possession of which Lessea is so deprivad, by giving notica in writing to the Lessee to that effact and al the seme time paying, or
tendering with such nolice, 1o the Lessea the sum of One Hundred Dollars (§100.00), plus the pro rata amount of any rental, thereto-
fore paid in advance by the Lesses under the provisions of paragraph 3 hereot and applicable to said premises, or such portion, for

the unexpired rental period, whereupon no claims for damages of whatsoaver kind or character incurred by Lesses by reason of such
dispossession shall be chargeable against Lessor.

a8, If Lesses is adjudicated a bankrupt, or shall maeke an assignment {or the benelit of creditors, or file & voluntary petilion
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. uﬁ'_t_!er ‘any faw _(h-aﬂng'lnf its purpose the adjudication of Lesses a bankrupt, or the extension of lime of payment, comiposition, -
- .-adjustment, modification, sefllement or satisfaction of the liabilities of Lesses), or a receiver bo appointed for the property of Lesses

" by reason of the [hsolventy. of Lessee, notwithstanding. anything 1o the contrary elsewhere in the leass, Lessor shall have the -

mimdiate 7ight to férminate this lsase and 1o take exclusive possesslon of the loased premises. The acceplance of rent or ciher

payments for the use of the leased premises shall nol constitute 8 waiver of Lessor’s right to terminate this fease as above et forth. If
here are two or fore Lessees hereunder, or it Lessee iu & partnership, then the right of Lessor to terminals the éntire 1ease shall be: -
_ exercisable in case ary one of the Lessees or partners is adjudged a bankrup! or becomes subject to or participates [n any other * ©. " °

"' procoedings or_procedure héreln mentioned. _ L TR

o 39, if, &t the éxpiralion of the lerm of this tease, any wells are heing drilled by Lessea on the leased premises, or any existing *
. wells ara producing or capable of producing oil or gas in paying quantities, bul are not being produced for reasons authorized under™ .

" this Jease, Lessea shail have thé option of renewing this lease a3 long thereafter as such substances are produced or.capebla of : ~ ' -
belng produced fo include drilling units as defined in paragraph 3 hereol, occupied by wells producing In paying quantities or wells -~
in_process of being drilisd on the same acreage specified in paragraph. 3 herea!, together with the same rights provided tor in
paragraph 19, on and subjéct to the same royalties, terms, covenants and conditions as are hereln specified; provided, written notice
- {rom Lessea of such renewsl shall be received by Lessor not more than six (6) menths nor less than thirty {30} days prior to the
© . expiration ‘of the originaf term hereof. : s

- 40. This lease shall inura to the benefit of and be binding upon the respective heirs, administrators, executors, suceessors and

assigns of the parties hereto, but no assignment of this Jease, or any sub-lease or agreement affecting this leass, or the jeased
premises, or any interest therein, shall be valid, unless made with the consent of Lassor in writing, and no change inownershipinthe
land or n the rentals or royalties shall be binding =n Lessee until Lesses shall hava received written notice ot such transfer or-
assignment. All covenants, agreements and stipulations herein contalned shall run with the property.

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

42. Time Is of the essence of this lease.

M=

AN LRI

43. Where there Is a gas well or wells on the leased premises or acreage unitized therewith al any time during which this lease
is in effect. and such well or wells are shut-in, Lesses shall pay as royelty 1o Lessor the sum of $1,280. per well per year. Said
payment is due on or before ninety (50) days {rom the dale of shut-in o: 1he date on which tha leased premises or & portion thereo!
are unitized with lands on which there is a shut-in gas well, and thereafier on or belors the annlversary date of such payment during
the period such well or wells are shut-in. Upon said payment it shall be considered that such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

IN WITNESS WHEREOF, the parties hereto have caused these presents to be executed as of the day and year first hereinabove
written.

SUN EXPLORATION

SOUTHERN PAGIFIC LAND COMPANY - AND PRODUGTION COMPANY  READING /a/./ p EE".VIROL UM cO.
‘- .
: By: _CZQLS? ﬂkuqu.r—— By: / 5 A

gl

)

ki Agent and Atlorney-in-Fagt & )
. CHACLES .. MANGUM s R DL, B Preddentlande
;“1:1_ h '::-f 4 ‘--
- Stgten R VG2, Ak pacf Y,
| e R B, o . P
: STATE OF OKLAHOMA
COUNTY OF TULSA
Th& Hé@gﬂg instrument w
by _'\:C':""-f y: oyl Rl i was acknowledged before me on this 18th da f R
S 39, Hﬁ%ﬁé\ SIDENT, LANDS of READIKG & BATES PETROLEGM 0p, = 77" 1983,
B ,_, e I:SF?-FBB"M and official seal..
. ':- £ '..‘:O+£ s C‘::‘ht_—:‘-'w_‘ :_-' - M
My Qrﬁﬁ'“,isﬁ.ﬁg--ﬁxﬁ-fes: fine +f tiunlee - Notary Public '
Harc_'h: P s 1100 Mid-Continent Bidg., 409 S, Boston Ave l

_____ — Tulsa, Oklahoma 74103

. ° BTATE OF coiorndo; -
’ COTKTY OF Denver - -

.. ‘The !ore;'o!.;; instruvent was 'lctnwledged.before me on this _17th day
_ of _January 5 1983, by CHARLES R, MANGDM,as AGENT AND ATTORNEY-IR-FACT
of SUN EXPLORATIOR ARD PRODUCTIOR COMPANY. - "
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"y Oy Zopateston expiress _ March 3, 1985 . ' , .
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EXHIBIT

“A“

dated December 1

: _SOUTHERN PACIFIC LRND COMPANY and SUN EXPLORBTION AND PRODUCTION

COHPANY and READING & BATES PETROLEUM Cco.

Onthis 20Eh

(One Markes Plaza)

City ond County of San Francisco ! )

deyof December

R. A. Berger

MDM

Subdivision Sec. Twp. Rge.
* A1 17 29N 48E
* A1l 19 29N  48E
* All 21 294 4BE
* A1 23 298 4BE
* Al 25 29N 48E
TOTAL o

STATE OF CALIFORNIA

in the year One Thowsand Nine Hundred and Eighty . AWO
e, YANETTE LEA CABRAL ¢ Notary Public in and for the City end Counly of Son Francsco, State of Californie, personally appeared

1982 between e

Acres
640.00
625.68
640.00

640.00 -
640.00

3,185.68

Two

before \

Kuenvn to mete be the

of the corporation ___
o me 0 br the persm
aid

}MEITE LEA GAB%NIA
HOTARY PURIIC.CA
pA EUSIAESS 1N
PRINS |PJ{_.'F1‘§E oF &

S FFANC I‘JJ
C:Mssi..n mh;s De"' 13 l°55

IN WITNESS WHEREGF, I hove heraunto set my kand and afficved my official seal ot

ebore writien,

Corporation

My Commission Expires December 13, 1935

Vice President and 9@#@!6% M@nagéi

he __ ackuowiadged 1o me that stk corporation .

dex uhnl in ond that exccuted the w rﬂun fstrumend, and’ c.l'm Keorwn
— —who cxecutald it iy beholf of the comportion thercin named

excauted the smmne,

ury offtce in the City and County of San Fraucivwe, the day and year in this certificate first above

Nnuréublic in and for the City and County of S2n Frandsco, State of California,

L TNE R TPERIEREEN JERETY PR TR I
- L T T T

P PP EYoS o3 . P PR L e r—
P R S Lt W
\ 7y
1 -

%CUFDED AT F.EQUESI OF
BBDK_LLQ__PAGE

83APR 25 Ail: 33

OF FIL‘IAL RECOROS
EUREKA L NEVA
HH. REBALEATI RECORDER

e

FILE MO. __825‘:2_
Fres L0

OFFICIAL REGCORDS
LANDER CO. KEV
RECORD REQUESTED BY

Lo Cplaraz,
83 APR15 P3:36

118623
RATESTAGG00K ] 1 0 PAGEL 2 |
FEEME@L

Boo:( Ho ?a.ti-e_ 4"?"

i
i
i




