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SOUTHERN FAG!F!G LAND COMPANY ‘a- Cahforma corporalion heremaﬂer ca!led 'Lessnr" and- SUN

EXPLORATION AND PHODUGTiON CDMPANY "As to an undivided 75% inleresl. and HEAD!NGV T BATES PETI RDLEUM CO.as
% Enlerast. haremaﬂef mlleciwa!y cal]ed "Lessee . s e

That Lessor, ln considerahon of lha obsefvanca and fallhful parlomanca by Lessaa of ail lha'prowsrons'nonlalned herein,
hemby Iuse to Lessee tta' the t qm and purposes here{naﬂsr et forth, all that cerlaln pmpeﬂy. somahmas hara[nafter referred

10 25 "leased premises”, in the m _LANDER/EURERA - state of . NEVADA ., mofe parucularly
B descnbed on Exhlbl! 'A' attanhed hereto and mada a pan hereol ) -

Suciect to easements, leases and restrictions effecting sald property.

. For the purposes of this leese, Lessee shall hava ths right {subject to the provisions hereof and to the extent of Lessors
ownership thereof) to explore, driil for &nd to produce, extract, lake and remove all oit and gas hereinafler referred to as ‘substances’,
contained in said proparty, 10 slora said substances upon said property, o locate, erect, construct, maintain, replaca and operate
upon and-in said propery such facilities and struclures {axcept refineries or topping gas plants) as may be necessary in the
pmducuan. treatment, storage or transportation of sald substances from said property, and 1o appropriate and use such water as

may be necessary for tha abova oparations:

% ! Reserving unto Lessor, Hs surcessors and assigns, the right to construct, maintain and use dilches, flumes, roads, trails, racks -

“- and pips, telegraph, telephona, signa!, communication and power lines i, upon, over and across said property and the right to use

5ald propefty for any and all other purposes consistant with the nghls heroin leased to. Lesces. )
:2:Ths.term of this isase shall be for. twenty-five (25) years, from’ and after the __FIRST day of DECEMBER

9 82 , untess sooner lannrnated or forieited, sither in whole or in’ pan, as hereinafier pwmdad -

“a Lesse@ agm o pay 10 Lessor a cash rontal of 3_6_._3_65...2!‘.___- i’ advanca on the date of dellvery of this laasa for the

of the term hereof, and annually | theraafter, on or before the first dsy of each successive year
accrue or be payable for:

st year -
“of the term hereof a cash rental of $200 an acre per annum in advance; provided that rental shall not

(a)each. *drilling - unit” upon 'which thers is a producing-oll or gas well on thﬁnuakalwil rantal is é éabla.
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{b)each 640 acre subdivision wilhin the boundaries of the feased premises on which drilling is in progress on the data when
rantal is payable, or

(c)each 640 acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paying
quantities on the leased premises or within ofiset distance, as provided in paragraph 16, and Lessea has determined, as
provided in paragraph 15, that conditions are nol such as to indicate a reasanable probability of the discovery of oil on the
leased premises, of

(d)each “drilling unit® on which there is a producing oil or gas well, for any period during which Lessea is prohibited by faw, or
by lh_e orders, rules or requlations of a competent administrative authority, constituted by faw and not- by voluntary
agreement, from producing said substances therefrom.

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

in which the leased premises are located, a “drilling wnit” as used in this lesse shail be:

{1} a iwenty acre subdivision, or less, it the average depth of the producing interval of wells drilled for oil shall nol be more
than four thousand (4,000) feel:

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

Subject 1o the terms and provisions of Sections 14 and 26 of this lease, a twenty (20} acre subdivision as used herein shall be
gither the North, South, East or West haif of a legal Government forty (40) acre subdivision, a forty (40} acre subdivision as used
herein shall be a legat Government forty {40) acre subdivision, and a one hundred sixtly {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 otherwise provided specifically including Section 19 of this lease, the Lessee shall commence drilling &n ot
or gas well on the leased premises on of before five years trom date hereof {referred 1o in Seclion 4 a5 *said date”), and shall
continue the work of driliing such well with due diligence until completion. After completion of the fitst well, Lessee shall commence
drilling another well on said leased premises within one hundred twenty (120} days and shall continuausly operate al least one string
of tools in drilling wells on the leased premises, dllowing one hundred twenty (120) days between the completion of one well and the
commencement of the next succeeding well until one oil or gas well producing from each productive zone has bean completed to
each diilling unit; pravided, however. that if any well completed before said date shall prove 10 be a dry hole and there is then N0
producing well on the leased premises, Lessee may commence driling the next well at any time before said dats. Nothing herein
shall limit the number ol wells which Lessee may, al Lessee’s option, diill in excess of the number hereln specified, or the depth to
which any well may be drilled if Lessee should elect 1o drilt pelow the depth specified. If Lessee has not commenced drilling of an oil
or gas well on the leased premises on or before five years from the date hereol, the rights, duties and obligaticns of Lessor and
Lessee under this lease shall ipso facto terminate.

5. A well shall be deemed completed when (a) formations or mechanical difficuities are encountered which, in Lessees
judgement, would render furiher drilling of said well unprofitable or unstccessful. and because of such fact active drilling operations
thersin are discontinued. or (b) it has been drilled to basement rocks, and active grilling operations thereon are discontinued, or
{¢) Lessee has ceased drilling operations thereon and it has been put on regutar production and is producing oil or gas in quanitites
deemed by Lessee sufficient to pay 10 pump or otherwise secure and save.

6. Except as hereinafter proviged, Lessee shall deliver to Lessor, &s royalty, one-sixth {1/6th} of the net oil, petroteum 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 producl: the quantily thet may be consumed in the Lessee’s
operations hereunder, and after making deductions for temperature al §0° Fahrenheit, bottom settlings and moisture according o
the American Petroleum fnstitule methods.

7. Lessee agrees 10 pay to Lessor as royalty one-sixth (1/6th} of the value of natural gas produced and sold from the leased
premises, and one-sixth (1/6ih} of the value of residual dry gas sold afer the processing of the wet gas produced in wells on the
leased premises, but nothing in this agreement shail requira the Lessee 1o save or marke! natural gas or residual dry gas unlass there
shall be a surplus above fuel requirements, and a marke! at the well therefor. Such value shall be deterrmined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same 10 the pipe line of the
purchases on the leased premises. Lessee shall nol be reguired o pay royally lor any nstural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall not use any natural gas or residual dry gas off the leased premises uniess and until
the Lessor and the Lesses shall first agree upon the pnce to be paid to the Lessor for its one-sixth (1/6lh) share of such gas.

8. {a) if the wel gas produced from said premises is processed for the purpose of manufacturing natural gasoline and/or other .

petroleum products then Lessee shall pay to Lessor one-sixth (1/6th) of the total value of all natural gasoline and/or other petroleum
products recovered and saved from saig gas. tess the cost of producing and selling the same, which cost shall include the expense of :
operating and maintaining the plant and facilities used in the gathering and processing of said we! gas and ihe storage and shipping
of said gasoline and/or other petroteum products. in no avenl, however, shall the tota! of said cost of producing and selling excesd ;
fity (50) percent of ihe total value of all' natural gasoline and/or otter petroleum products recovered and saved from said wet gas :
computed in the mannes hereinafter sel forth, In computing the value of said gasoline and/or other petroleum products the gasoline :
and/or other petroleun products shall, il sold by Lessee io third parties, ba valued at the respective nel ex-tax prices received by
Lessee from the sale thereof at the plant or plants where produced. if said gascline and/or other petroleum products are retained by
Lessee for Lessee’s own use, such producis-shall be valued atthe respective ex-1ax prices posted or established for natural gasoling
of iita Fetd =2por pressure andfor for ather petrofeum producls of the same quality produced in the same field during the same
calendar month.
C {b) if any wet gas procuced from said premises is sold by Lessee for the purpose of manutacturing natural gasoline and/or ‘
other petroleum products on 2 basis whareby a royally therein is reserved 1o Lesses, payable in money, then the Lesses shall pay 10 '
the Lessor one-sixth [1/6th} ¢f the total amount of the royalty so reserved 1o Lessee, pravided, however, that the amount of royaity to i
be paid to Lessor hereunder shall be nol less than one-sixth (1/6th) of fifty (50} percent of the total value of such products so i
manufactured.

{c) in the event wet gas produced from said premises is so1d for the purpose of manufacturing natural gasoline and/or other
petroteum producis on a basis whereby a quaniity of the natural gasoline and/or other petroleum products recovered therefrom is
reserved 1o tha Lessee as royalty payable in kind, then Lessee shall pay to the Lessor one-sixth (1/61h) of the total value of said
natural gasoline and/or other petroleum products so reserved to Lessee, provided, however, that the total amount 1o be paid to
Lessor hereunder shall bs nol 1ess than one-sixth (1/6th) of filty (50) percent of the total value of such producis so recovered.

{d) The value of the natural gasoline and/or other petroleum products manutactured and recovered under paragraphs (b)
and_(c) above shail be established in the same manner as outlined in paragraph (a) above.

i
i
1
i
i

9. Unless Lessor shall slect lo receive its royalty eil in kind. the Lesses will purchasa the royalty oil from the Lessor (a} at the
highest posled available market price of ihe oil at the well, or in the field in which the wells are situated {etfective at the time of
removal from lease tanks} of all such oil so produced and saved by the Lessee from said wells and removed theretrom during the
preceding calendar month, or (b} in the absence of a posted market price for such oil, the darsvaili'ng market price at the well or in ’
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tha field {eftective st the time of removal from lease tanks} of such oil, or (c) in the absenca of a prevailing markat prica the actual
price received by Lessee for such oit as said wells, or (d} In the absence of sales by the Lessee at the wells the reasonable value of
such oil; provided, however, that it the Lessee disposes of such oil at a price, including bonus, in excess of the posted or pravailing
market price, the price ta be paid for such royalty cil by the Lesses 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' pravious written
notics, the Lessee will deliver the kind, free of costto Lessor, the said royalty ofl. Should Lessor require that royalty oil ba dellvered in
kind, Lesses, i requasted by Lessor, will, without cost to Lessor, provide storage tanks on the feased premises sufficlent to hold an
accumulation of not to exceed thirty (30) days’ preduction of royalty ot and will place said royalty ol in storage for the Lessor in said
tanks a3 and when It is produced. Lessese shall be in no manner responsible or held liable tor loss or destruction of such stored oil
belonging to Lessor from causes over which Lessee has no control. Lessor agrees to remove the royalty oil so stored from said tanks
as olten as may be necessary to keep sufficient space available In said tanks for currant accumulations of royalty oil. No royally shail
ba dua the Lessor for or on account of oil lost through evaporation, leakage or otherwise prior to the removel of sama or delivery to
Lessor, if royalty oll shall be delivered in kind. If Lessee purchases the royalty oil, the Lessee may deduct therefrom a proportionate
part of the actual reasonable cost of treating unmerchanlabla oif produced from the leased premises 1o render the same merchant-
abta only In the event, however, that such oit is treated by the Lessee on or in the immediate vicinity of the leased premises. If the
Lessor shal! efect to receive royalty oil in kind, such royalty oil shali be of the same quality as that removad frem said leased premises
for the Lessee's own account, and if Lessee's own oil shall be treated belore removed, Lessor's oif will be treated therewith before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proportionate part of such reasonable cost of treatment.

11. All royalties payable and the price for all such substances which shall be sold to the Lesses hereunder, under the terms
hersof, shall be paid by Lesses 1o Lessor on or before the twentieth day of the calendar month next succeeding that in which delvery
of such substances shall have been made to tho Lessee under such sale, and all royalty paid in kind shealt be delivered to the Lessor
from time to tims a= the same is oblained on said premises and stored and handled &s herein provided.

12. The rental and royalties hereinbefore provided for shall be in lien upon any and-all of said substances removed from or
stored upon the leased premises, and upon any improvements and parsenal property of the Lesses upon said leased premises.

{ 13. Subject to the terms and provisions of Section 43 of this lease, each-producing well, as soon &8 completed by the Lesses,
: shall be placed upon production and shall thereafter be operated by Lessee diligently and continuously, and In accordance with
sound oil field practice. Lesses, from time to time as necessary, shall ciean out the wells and do any and all other work required to
keep them In condition for production an< the extraction of oil and gas therefrom to best advantage. Except as herein otherwise

provided, the Lessee will keep each well drilied on the properties covered by this lease produting to capscity consistent with good
opereting practice.

14. This Leasa shali be subject to all laws, statutes, rules and reguiations heretofore or hereafter enacted or promulgated to
conlroi, suspend of conserve oii or gas and Gil or gas/'operalions, and, alse to any general agreement which Lesses may In good faith
enter into with other operators in the field in which the leased premises are situated, for a like purpose; and il complianice by the
Lessea with such laws, statutes, rules or regulations or with any such agreement shall hinder, delay or interfere with the canrying cut
of any peovisions of this ieass, Lessea shalt not be considered in default or be liable to Lessor for any damege of Injury suffered or
sustained on account thereof, nor shall Lessee's rights be subject to foreiture by reason thereof, notwithstanding any provisions of
this lease; provided, that such agreements affecting the leased premises shall not be for periods gresler than ona (1) year without the
Lessor's written consent, and provided, further, that no such agreement shall authorize Lessee to discriminate against said leased
premises in favor of any other preperties owned, leased or operated by the Lessea in the same field, nor excuse such discrimination
either in the diilling of producing obligations of the Lesses hereunder. Lessea will fumish Lessor with copies of any writien
agreement for the voluntary curtailment o! said production, and if there are .no such agreements, Lesses shall furnish Lessor with
copies of orders of the Oil Umpire, or any ather authority having the power to make orders for voluntary cunailment. The Lessee
shall not be considered in default because of any acts done pursuant to or in reliance of any law or statute, rule or regulation, here-
after declared uncenstitutional o void prior to a determination of such uncoenstitutionality or invalldity by a court of last resont.

15. If gas is discovered in any well in paying quantities and Lessee shail determine that conditions are not such as 1o indicats a
reasonable probability of the discovery of oil on the leased promises, then the Lessee shall operate the iscrd premises for the
production of gas. tn such event, the drilling obligations shall be reduced o that the Lasses shall be required to drill not more than
ona well to each one hundred sixty (160) acres. or maior fraction thereof, For the purpose of this leasa, a gas well shail be any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand {10,000) cubic feel per barrel, and an oil wall shall be
any well producing at a gas-oil ratio of ten thousand {10,000} cubic feet per bammel or less; provided, however, that any well, the tiquid
production from which is a result of retrograde condensation, shall be considered a gas wall regardless of the gas-oil ratio. if, at any
fater period, oil shalt be discovered in paying quantities on ths leased premises or in the event that ol is discovered In paying
i quantities in any we!l within offset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
: shall revive as an oil lease, and all of the conditions herein stipulated as to drilling for oil shali become effective commencing with
such dizcovery of oil. Provided, however, the foregeing terms and provision of this Section 15 shall be subject to (i) the applicable
rules and requiations 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 feasa.

18. Subject 1o tha tarms and pravisions of Section 14-and 26 of this lease, in the event an otl well is drilled on adjoining pro-
perty which is not unitized with Lessor 1ands and complzted in a zone the averagoe depth of which is less than four thousand (4,000)
fest and within threa hundred thirty (320) feet, or is completed in-a zone the average depth of which is greater than four thousand
{4.000) teet and within six hundred sixty {660} feet, or in the evant that a gas well is completed on adjeining property which is not
enitized with Leasar lands within thileen hundred twenty (1,320)feet of the exterior limits of any property al the tima embraced in
Lhis tease in each instance and oil or gas iz produced therefrom in paying quanitites for a period of thirty {30) days, and the drilling
i requirements under this lsase ara nol fully complied with,and the owner of such well shall operate the same and market the oil or gas
: therefrom, then, unless thera is a well then being drilled or on production on the leased premises within the applicable offset distance
from tha common boundary Hine, the Lesses agrees to offset such well by the commancement of drilling operations within sixty (60)
days thereafter in tha leased premises, and complete it at approximatsly the same distance from the common boundary tine as said
well on the adjoining property is completed, and proceed diligently and continuously to drill and complets said offset well to the zone |
from which such well on the adjoining property is producing; provided, however, that in the event Lessee is driliing an oil or gas well !
upon tha leased premisas at the time of discovery of il or gas on the sdjolning property, the time for commencing the driling of an
oHsat well shall ba extended until ninety (80) dsys after the completion or abandonment of said wall then being drifled by Lesses on
the lsased premises; provided, however, thal in no event shall szid fime be extended beyond six {6) months after the comoietion of
H the well on the adjolning property. For tha purpose of satisfying driiiing obligations hereunder, offsat wells shall bs considsrad as
i other wells required Lo be drilled hereunder, provided, always thal Lessae agrees to space oil or gas wells on the leased premises
- ] according 1o the same spacing of oil or gas wells on the adjoining property in order property and affectively to offset production from
wells on_such adjoining property and prevent draingge from tha leased premises.

17. Drilling and producing oparations hereunder may ba suspended while the price offered generally to producers in the sams
field for oil of a gravity of 14* American Petroleum Instilute Scals, or of any higher gravity, at 60° Fahrenheit shall fali befow One
Dollar ($1.00} per bamet at the walls; provided, however, that driling or production from otiset wells shail not be suspended on the
leased premises unfess the offsetting wells on the adjolning premises also disconl'gnﬁﬁ K:iodrcin
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18. Any obligations, covenants or conditions imposad upon the Lessee shall be suspandsd only while Lessee’s compliance is
prevented by the elements, declared or undeclared war, fire, accidents, sirikes, lockouts, riots, delays in transportation, inability to
secure materals, labor, drilling equipment or transportation in the open market, or interference by Governmental action, or any other
cause- beyond the reasonable contro! of the Lesses, whether similar or dissimilar to the causes specilically mentioned. If such
suspension occurs, the payment of any delay rental during such suspension shall be excused and Ihe lease lerm shall be extended
tor a period of time equal to 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 after the period ol suspension the proportionate part of the
rental for the renta! year remalning after such pericd of suspension. Lessee’s obligation to pay royally on oil and gas production
produced, saved and marketed shall never be suspanded under this paragraph. Whenever Lesses would otherwise be required to
sumrender any of the leased premises as an alternative 10 the performance of any cbligation under this lease and such obligation is so
suspended, then so long 8s such performance is suspended under this paragraph or niher provision of this [ease, Lesses shall not be
required to surrender any portion of the leased premises.

i the permission or approval of any governmantal agency is necessary before drilling or other opsrations can be lawfully
commenced on the leased premises, then if such permission or approval has been applied for al least thirty (30} days prior to the
date upon which such oparations must be commenced under the terms hereof, the obligalion o commence such operations shall ba
suspended until thirty (30) days after the governmental permit Is granled or approval given. I such permit or approval is denled
initially or at any time during the approval or permitting process or Is revoked alter issuance, then so long as Lessae in good faith
appeals from such denisl or revocation or conducts further proceedings in an attemp! lo secura such permit or approval, the

obligation to commence such operations shell be suspanded until thirty {30} days after such governmental permit is granted or
approval given.

19. The Lessea may, al Lessee’s oplion, at any time sumrender and quitclaim this lease as to all of the leased premises or as to
any one or more twenty (20) acre subdivisions thereot as harein defined, and shall be released from all obligations thereatter arising
with respect 1o the premises surrendered and quitclaimed, and in the case of 8 partial surmender and quilclaim all of the rental and
drilling obfigations shall ba reduced pro rata. At any time atter the completion of the first. well, or any subsequent well.on the leased
premises, Lessee may ceasa further drilling and il the full number of wells shall not have been drilled Lessee shall thereupon surren-
der, and this lasse shall thereupon terminate as to all of the leased premisas. except drilling units occupied by producing oil or gas
; wells, each of which driling unils the Lesse may hold subject to the terms of this fease until abandoned or until the end of the term
, thereo!, and the extanded term, if renewed as hereinafter provided. Each of said drilling units shall, in each instance, conform to
3 subdivisions as defined in paragraph 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-wark, re-driil, and to drill new wells
thereon to other zones in ordar to maintain or increase production, or to restore produsction if it shall ceasa (rom any cause.

20. Upon the violation by Lessea of any of the terms. covenants or conditions of (his leasa, and failure to remedy (ha default
within thirty {30) days after receipt of written notice trom Lessor so to do, then al the option of the Lessor this lease shall forthwith
ceace and lerminate, and all rights af tha Lessee in and to said praperty shell be at an end as to all $aid propenies, except tha! the
Lessoa shall have the righ! to ratain and hold under this lease the area surrounding each well producing or being drilled, with respect i
to which it ks not in default to the same extent and with the same rights as provided in paragraph 12 hereof in the event of a surrender
by the Lesssa. 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 other covenant or condition hereof.

g e e

21. Upon surrender by the Lesses of said leased premises in whole or in parl or upon the termination of tha Lessee’s rights and

interests in and 1o the leased premises, or any part thereot, in any manner herein provided, the Lesses will quietly and peaceably
surrender possession thereof to the Lessor and agrees to release to the Lessor, ils successors or assigns, all right, title and interest of
the Lessee [n the leased premises, or the portion thereof in which the Lessee's rights hava terminated as herein provided. In the event
ot a partial release of the gropeity so released shall be subject to the easemants and rights of way hereln provided for and appurten-
ant to any part of the leased premises retained by the Lessee, and the Lessea shall furnish o the Lessor a map showing the location
of such easements and rights of way. If there are any rights, interesis, claims, liens or encumbrances conveyed, crealed, done, made
or sutlered by the Losses, or anyone claiming under Lessee at the time of the release, Lessee shall take such actions, steps and
proceedings as may be necessary to terminate anc extinguish any such rights, interesi, liens and encumbrances, failing inwhich,
Lessor may G0 SO at the sole expense of the Lessee, which expanse, plus reasonable attorney’s fees, Lessee agrees 1o pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor i writing that to the best of Lessee’s information, knowledge and
befief no such rights, interests, claims, fiens or encumbrances affect the lease premises released by Lessee.
3 92, Desricks, buildings and other structures, improvaments, equipment, machinery and appliances placed 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 or rentals or in respect of any covenants, agreements of conditions to be kepl or performed by the Lesses,
the Lescee shall have the right during the term hereof, or at any time within sixty (60) days afier the date of termination of this lease
1o remove from the leased premises ail such personal property, except casing in water wells purchased by Lessor; provided, furiher,
that the Lesses may extend the time within which such personal property may be removed for a period not exceading six (6)
months from such date of termination by paying 1¢ the Lessor monthly in advance a rental of Ten Dollars {$10.00] an acre a month
for each twenty (20} acre subdivision upon which any such personal property remains. Any such personal property nol removed
trom said premises within said six (6) months” period shall become the property of Lessor.

k]

23. The Lessso agrees to keep full records of the operations upen and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the Lessee; to nolify Lessor promplly of
discovery of any of said substances in the leased premises and to furnish to the Lessor on or bafore tha twentielh day of each month
a true statement, In triplicate, of all production, deliveries and deductions in a form satisfactory {o the Lessor. All records of the
opertions and productions and sales of said substances from said leased premises shali, at alf reasonable times, be open to the
inspection of Les=or's agenls and representatives.

24, Lessee will keep an accurate log and casing record showing the progress of drilling, character of formaticns encountered
H or drilled through, and casing in each well in which drilling shall have been dona on the leased premises, and furnish Lessor a copy
thereof upon the completion of of the abandonment of each well, and a trua copy of all surface and subsurface surveys made of each
well diilled under this lease. Lessee will furnish all reasonable faciliiies for making such observations, measurements and records as
tha Lessor may desire and Lessor’s duly appointed agents and representatives shall have free and full access at their sole cost. risk
and expenss 1o all of the wells and works and lo alt property in and upon said leased premises.

25. Lessee agreas to conduct Lesses’s operations so as to interfere as little as is consistent with the economical and ordinary
usa of the premises for the purposes herein reserved by the Lessor; lo lay and maintain all pipe lines rot fess than thirty-six inches
(367) below the suraca of the ground: 1o fence all sump holes and excavalions to safeguard livesteck grazing on said land; lo
provide substantial gatss &t points where fences are cut by the Lesses; and o use reasonable care and diligance to prevent the
averilow of ofl or water which may be detrimental to vegetation on those portions of the leased premises which are suitable for
grazing, agricultural or horticultural purposes.

; 25. Lessee shall carry on Lessee’s oparations hereunder in a careful and workmanlike manner. Lessea shall comply with any
and all appiicable valid statutes, ordinances and governmental orders and regulations pertaining 10 the exercise of rights leased here-
under and shall furnish such evidence of Lessea’s compliancs therewith as may bs required by Lessor. Lessee shall furnish evidenca
satisfactory to Lessor that abandoned wells have been properly abandoned in complisnce with applicable statutes, ordinances and
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27. Upon termination of this |sase in any manner, or it any well is sbandoned the Lessea agrees to relevel the surface of the
property Involved, and to fill all abandoned surnp hotes and excavations made by Lesses; to remove all desricks, tanks and tank
supparts, and it there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
removed if the Lessar desires, and ditches opaned up by removal of the pipe line and the ground made o contonm to the natural
contour. Lessea will also remove all cement blocks or foundations which may have been placed on the teased premises, and any and
alf other supports placed by Léssee or permitted by Lessee o be placed on said lsased pramises and which, in any manner, interiere

- with- the use ' thereof.

... 28 Lesses agrées to release and to indemnify and save harmlzss Lessor, the surface owner of said property, the helrs,

personal represantatives, successors and assigns ol the surface owner, and any corporation affiliated with, owned or controfled by’
 Southem Pacific Company, a corporaliun, from and against any and ali claims, causes of action, liability, costs and sxpenses arising
.out of injuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whatsoever, direclly or indirectly

resulting from or caused by the occupancy of, or operalions of Lessee on, tha leased premises or property adjzcent thereto, or the

-existence of oil wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lessea on said leased premises or

property adjacent thereto, including, withaul limiting the generality of the foregoing, tha brezkage of pipa lines, tanks or other
equipment ar the escape or loss of oll, petroleum products, gas, water or fire therefrom. ’

29. Lesses agrees o 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 property or improvements
placed, maintained or used by Lessee on the leased premises, and on the mineral substences stored thereon and not belanging 1o
Lessor. Lessee may deduct up to one-sixth (1/6th) of the taxes and assessments on mineral rights in the leased premises in each
Fiscal year, pald by Lessee, from the royalties due and payable to Lessor for produclion during each successiva twelve months'
period subsequent to the day and month in such fiscal year on which the first installment of such taxes and assessments become
delinquent. The above amount of tha taxes and assessments for a particular fiscal year so paid shall ba deductibla only from the
royalties due and payable during ihe twelve months' period which immediately succeeds the date ol delinquency ol the first
installment in such fiscal year, Lessee agiees to pay o Lesser annually, within fiteen days after demand, an amount equal to five-
sixths of the real property taxes and assessments paid by Southern Pacilic Land Company on tha fand overlying or occupied by tha
leased premises {except on buildings, structures and other improvements thereon nol owned, mainiained or used by Lesses) for the
fiscal year beginning July 1, 1982, prorated irom _ DECEMBER 1, 1982 to June 30, 1983 _ and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severanca tax computad ar based upon production
of cil, gas or other mineral substances which may be imposed by the Federal Government, the State of Califomia, or any ot its
political subdivisions, and Lessor shall reimburse Lessee for the same proportion ol said taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either party may pay the entite amount of any delinquent taxes or assessments which shali constitute a lien on said ‘eased
premises and which should have been paid before delinquency by the other parly as herein provided, and penalties and interest
thereon, and shall ba entilled to reimbursement from the other party of the part of the iaxes and assessments hereln agreed to be
paid by such other party, and of the entire amount of the penalties and inleresl. Penalties and interest on detinquent taxes and
interest on payments 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 party obligated 1o pay the tax or assessmerni before
delinquency.

a1, Lesses shall not commence drlling 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 written notice thereol is given to Lessor,
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessed agrees o pay in full
all persons who perform labor of sarvices on, furnish materials joined or affixed to, or provide equipment for, sald property, or the
construction, re-construction, repair or placement of any structure improvement on said property, al Lessee's instance or request.
Lessee shall not permit or suffer fiens of any kind or nature to be enforced against said property for such labor. services, materials or
equipment. Lessor shall have 1he right 1o pay ary amount required 1o release any such lien or liens, or 10 defend any action brought
thergon, and to pay any judgment entered therein and the Lessee shall be liable to the Lessor for ali costs. damages and reasonable

attorney’s lees, and any amounls expended in defending any proceedings, or in the payment of any of sald liens or any judgement
obtained therefor.

32. Lessee agrees o pay 10 Lessor interest al the rate of 10% per annum upon any and all amounts whatsoaver due under ihis
leasa to Lessor from the date payment of each such amount is due and owing to Lessor or from the date of each breach by Lesses of
an obligation hereunder, as the case may be, to the date of receipl by Lessor of each payment of said amounts, unless such payment
is tendered or paid to Lessor within 30 days after the date a paymenl is due and owing hereunder to Lessor or the date of such
treach, as the case may be.

23, If Lessor shall bring suit to compel performance of, or to recover for breach of any covenant or condition herein contained,
or for declaratory relief, and prevails therein, Lessee agrees 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 to it at One Market Plaza, San Francisco, California 84105, but Lessor may at any
time by nolice to Lessee change the place of payment.

35, Any demand, notice or statement herein requested or required to be given by one party to the other shall be in writing.
Delivery of such written notice or statemenl to Lessor shall be conclusively taken as sufficient if and when deposited in the United
Staias Mail, with postage thereon fully prepaid, certified or registered, addressed to Lessor al Ona Market Pigza, San Francisco,
Californla 94105, and delivery of such notice or statement to the Lesses shall be conclusively laken as sufficient if and when
deposited ta *he United Stales Mail, wilh postage thereon fully prepaid, certified or registered, addressed 1o Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202. Any party herelo may, by written notice, change his or its address to which such
demands, notices or stalements may be sent

38, This instnument is a leass and is not ang shali not ever be held or interpreted lobe a mining partnership or partnership of
any kind, or in any sense whalsoever, the intention of the parties hereto being to establish and create hereby belween themselves
only the relationship of Lessor and Lessee in accordance with the terms, provisions, condilions, covenanis, resarvations and
agreements hersin set forth.

37. it is agreed that in case Lesses shall, except by Lessor, be lawfully deprived of the possassion of sald premises, or any part
thereol, Lessea shall notify Lessor tn wiiling setting forth in full the circumstantes in ralation thereto, whereupon the Lessor may, at
its option, either reinstall Lesses in pc jon of the | d premises or terminata this lease as to tha premlses or the pari thereof,
the possession of which Lesses is so deprived, by giving nolice in wriling 1o the Lessea to that effect and at the same time paying, or
tendering with such notics, to tha Lessee the sum of Ona Hundred Dollars ($100.00), plus the pro rata amount of any rental, therelo-
fore paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicable to said premises, or such portion, for
the unexpired rental period, whereupon no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38. if Lesses Is adjudicated a bankrupt, or shall maeke an assignment for the benstit of creditors, or file a voluntary pelition
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: under any law (having for its purposa the adjudication of Lesses a bankrupt, or the extansion of time of payment, composition, '
f,adiustman!. modlﬁcatlan. ssttiégment ‘or satisfaction of the liabilitles of Lessea), or a receiver ba appointad for the property.of Lesses .
_ by reason of the insolvency of Lesses, notwithslanding anything to the contfary elsewhera in the lease, Lessor shall have tha

- wells ara producing or capabls of producing ol or gas in paying quantities, but are not belng produced for reasons authorized under - .

- this leass, Lessea shall have the option of renewing this {ease as long thereafter as such substances are produced or capable of -

1 being produced to include drilling units as defined in paragraph 3 hereof, occupied by walls producing in paying quantities or wefls
 In procsis ‘of belng diilled on tha same acreage specified In paragraph 3 hereof, together with tha sama rights provided for in -

: sxpiraﬂon of the original term hereof,

mediate right 1o terminate this leasa and to take exclusive possassmn of the leased premises. The acceptance of rent of other.
paymems for the use’ of the leasad premises shall not constitute a walver of Lessor's right lo tarminate this lease as abova set forth. It
there are two or Mmore Lessées heraunder, or if Lessea is a parlnership. thén the right of Lessor to terminate the entire leasa sha!l be e
exercisabla ifi casa any one of the Lecsees or partnars is adjudged a bankrupt or becomes subject io or pam:;mala in any omar .
prumedmgs or: procedum herain mantinned )

i 39 I, at the explrauon o! the term of this feass, any walls ara being drilled by Lessee on the leased premlses. ‘or'any emstmgi

_paragraph 18, on and subject to the same royalties, terms, covenants and conditions as are herein specified; provided, written notice
_from Lessea of such renewal shall be received by Lessor not more than six (6) months nor less than thirty (30) days prior fo the -

. 40. This leass shall inure to the benafit of and be binding upon the respective helrs, administrators, executors, successors and :
assigns of the parties hereto, but no assignment of this lease, or any sub-lease or agreement alfecting this jease, or the Jeased
premises, or any interest therein, shall be valid, unless made with the consent of Lessor in writing, and no change in ownership in the
land or in tha rentals or royallies shall be binding on Lessee until Lesses shall have received written notice of such transfer or
assignment. All covenants, agreements and stipulations herein contained shall run with the property.

41, If there be mora than ora Lesses namad herein the term “Lesses” shall designate the plural number, and the obligations of
the Lessee hereunder shall be [oint and several

42 Time is of the essence of this lease.

43, Where thers is a gas well or wells on the lzased premises or acreage unilized therewith at any time during which this lease
is in effect, and such well or wells are shut-in, Lesses shall pay as royalty to Lessor 1he sum of $1,280. per well per year. Said
payment is due on oF befora ninety (90} days from the date of shut-in or the date on which the leased premises or a portion thereol
are unitized with lands on which there is a shut-in gas well, and thereafter on or befora the anniversary date of such payment during
the period such well or wells arg shut4n. Upon said payment it shall ba considered that such well or wells are producing gas in

IN WITNESS WHEREOF, tha parties hereto have caused thesa presents to be executed a3 of the day and year lirst hereinabove
writlen.
SUN EXPLORATION /7 - .
SOUTHERN PACIFIC LAND COMPANY : AND PRODUCTION COMPANY AEADING & A(E?E(HQLEE,IM CO.

o Charls 2. m&ﬂubsy /j/W

2gent and Atorney-in-Factd

Attest: e ts: R&!jtﬂe,\'im?res‘dent{and:
CUHARLES . MANGIY -
€. n. Bee ot sl gk

Stephch R. ara. m Sgcy,«\r

ewada

*y

STATE OF OKLAHOMA
COUNTY OF TULSA _
fo?i;p ng instrument was ackmowledged before me on this 18th day of February, 1983,
%& Qas VICE PRESIDENT, LANDS of READING & BATES PETROLEUM CO.
'E‘ )

M;-‘,

}-ﬂjﬁﬁ(_mcﬁan.& and official seal.. : i g j

IHAND rod S 34 ,::~

1

?‘-‘.

,m--'- e

n&\a G

". 05-””0‘7 N Lynne ¥. Plumlee - Nntary Pubhc

s’siblP'.Eip‘,i‘res. 1100 Mid-Continent Bldg., 409 5. Boston Ave.
Marchsi,,.‘mss‘- Tulsa, Oklahoma 74103
.. . BTATE OF Colorado . - - - -

CO‘U'RT! 0! Denvtr

. ' !'hn lnregoing inltrunent was lctnwledged before me on this 17t}; day
. of _January » 1983, by CHARLES R, MANGUM,as AGENT AWD ATTORNEY-IR-FACT
- of BUN EXPLORATIOH AND FRODUCTION COHPANY.

..,a.imss-yh-nauammn seal. . R o

March 3, 1985 I

L fo.ary Fublic”

o 1801 Broadway, Suite 1000
T Denvar, Colorado 80202 - - - -

T T T Bo0K L | O PASER2T

commercial quanitites for all purposas hereunder. [ TR
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EXHIBIT "A"

Attached to ap‘d made a part of that certain agreement

_ F
No. - dated December 1 , 1982 between

SOUTHERN PACIFIC LAND COMPANY and SUY EXPLORATION ANP PRODUCTION

COMPANY and READING & BATES PETROCLEUM CO.

) MrM
gsubdivision - " . Sec, Twp. Rge. _hcres

* A1l B A 29N 48E 622.12
* All 9 298 48BE 640.00
* A1l i1l 294 . 4BE 640.00
* A1l 13 298 48E 640.00
* Al 15 298  4BE 640,00
TOTAL ; 3, 182,12

STATE OF CALIFORNIA ‘ “

City and County uf Son Fraucisco §

Onhis 20th | dayorDecember imihe year One Thousand Nine Hundred and Eighty IO before

me. JANETTE LEA CABRAL a Nolary Public in and for the City and County of San Francisco, State of Californis, personally appeared

(One Market Plaza) R. A. Berger

Vice President _é;'ld'Gen'eEal Hanaé_ér

knenvn fu e o be the

of ihe corperation_, described n amd that exeaied the within instewnent, and elso known

JA.HEITE LEA CABP‘AL to me :o be the person ___who executed it on behall of the corporation thersin named

K %T,':‘S.?’J,’.{ﬂ;‘;{ﬁs.;a?'f,{“ k e he __ acknowledged te me that such corpoeation —_esecuicd ihe same,
lﬂ' '\ [3
faA

IN WITNESS WHEREQF, I have hereunto set my hiend and affixed my official seel at
my affice in the City and County of Sen Franvisco, the day and yecr in this certifitare first aliove

ele written.

Cotparalion — é’w % W_,J U —
Notary i i apd Tor the City and Coundy of San Fraadisco, State of California.

My Commission Expires December 13, 198%
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