o

. =

" (adtived s bo fom by Genenal Counsel, January . 1976)
1981 8 October 20, 1081)

ORIGINAL

N

~ 1 i

i

so/f3005
MR E A T

PAPERS
616

OLITHERN ' PACIFIC - LAND
AND PRODUGTI
2 ntarest

rm and purposes herelnafter se
-EUREEA® " '

¥ IEas'i{ib_ Lessea for the te

/ COMPANY, -a~ Californi
N COMPANY.As to an undivided 75%
inatier collectivély “ealted “Lessee™ - --

N

in considarailon of this observance and faithfui ‘performancs by Lesses of ali the provisions oon\ainedheraln _

a . corporation, - hereinalter “called “Léssor™,® and ~SUN
inforest; and READING °& - BATES PETROLEUM CO

t forth, all that certain property, sametimes herelnalter refered

In the Cotinty of _

R

Fos the purposes of this leasa,
" ownership thereof) to explore, drill for and to produce,
gontained in said property, to store
upon and In said property such facilities an
production, treatment, sierage of transportatio
may. ba pecessary for the above Ope_vrallons.
s Bgam:ng unto Lessor, its successors and assigns, the right
and pipe, telegraph, telephene, signdl,

- gaid property for any and all other purposes consistent with
- i 2. Tha term.of this lease shall be for twenly-five (25) ye
. 1882, unless sooner terminated or forislled, efther in

" 3. Lesses agress fo pay to Lessor a cash re
" of the.{erm héreof & cash rental of $2.00 an acre per annum in
) ch *drifling unit"‘upon which' there is 8 producing

7 (a)ba

: ., Slaleof _NEVADA. -
. attached _herelo and made a part hereol. C

Subject to nasements, leases and testrictions aflecting said property.

Lesses shali have the right (subject lo the provisions hereof and to tha exient of Lessor's
extract, take and removo all oif and gas hereinafter referred to &S ‘subslances’,

sald substances upon said property,
d structurss {excepl refineries or toppi
n of said substances from said property, and 1o eppropriate and usa such water as

communication and power lines In, upon, over and across sat
the rights herein leased to Lessea.

whole or in parl, & herelnafter provided.
ntal of §.960:00 ____ in advance on thi date of dalivery of this tease for the

of the ferm hereof, and annually thereafter, on of bafore the first day of each successive year -

| more particuiarly

1o locata, ersct, construct, mainiain, replace and operate
ing pas planis) as may be recessary in the

tain and use ditches, flumes, roads, tralls, tracks

to construct, main ra
d property and the right to use

ars, from and after the —EIRST . day of DECEMBER ,

provided that rental shall not accrue or ba payable for:
ell on the date when rental iz payable, |

BOCK | ] QO PAGES

sdvance,
oll or gas Wi

1-
L35y




{b)each 640 acre subdivision wilhin the boundaries of the leased premises on which drilling is in progress on the date when
rental is payable, or
-{c}each 640 acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paying
quar}mias on the leased premises or within offset distance, as provided in paragraph 18, and Lessee has determined, as
_ provided in paragraph 15, that conditions are not such &s to indicate a reasonable probability of the discovery of oil on the
- leased premises, or-
{d)each “drilling unit® on which thers Is a producing oil or gas well, for any period during which Lessee is prohibited by law, or
by_lhe orders, rules or regulations of a competenl administrative authority, constituted by law and not by voluntary
agreement, from producing seid substances therefrom.

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

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

(1} a twenty acra subdivision, or less, if the average depih of the producing interval of wells drilled for oll shall not be more
than four thousand (4,000} feel;

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

Subject to the terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdivision as used herein shall be
either the Nosth, South, East or West hall of a legal Government forty (40) acre subdivision, a forty {40) acre subdivision as used
herein shall be a legal Government forty (40} acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shall be
a lega! Government ane hundred sixty {160) acre subdivision, all according to the Uniled States survey.

4. Except as herein olherwise provided specifically including Section 19 of this lease, the Lessee shall commence drilling an oil
or gas well on the leased premises on or before five years from date hereof (referred to in Seclion 4 as “said date”), and shall
continue the work ef drilling such well with due diligence uniil completion. After completion of the first well, Lessee shall commence
drilling another well on said feased premises wilhin one hundred twenty (120} days and shall continuously operate at leasl one sting
of tools in dritling wells on the leased premises, allowing one hundred twenty (120} days between ihe completion of one well and the
commencement of the next succeeding well untit one oil or gas well producing from each productive zone has baen compleled lo
each drilling unit; provided, however, that if any well completed belore said date shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilting the next well at any tima before said date. Nothing herein
shall limit the number of wells which Lesses may, at Lessea's option, drilt in excess of the number herein specified, or the depth to
which any well may be drilled if Lessee should elect to drill below the depth specified. If Lessee has not commenced drifling of an oil

or gas well on the leased premises on or before five years {from the date hereof, the rights, duties and obligations of Lussor and
Lesses under this lease shall ipso facto terminate.

5. A well shall be deemed completed when (a) formalions or machanical difficulties are encounlered which, in Lessee's
judgement, would render further drilling of said well unprofitable or unsuccessiul, and because of such fact active drilling operations
therein are disconiinued, or {b) it has been drilled to basement rocks, and active drilling operations thereon are disconlinued, or
(c} Lessee has ceased drilling operations thereon and it has been pul on regular production and is producing oil or gas in quanilites
deemed by Lessee sufficient 1o pay to pump or olherwise secure and save.

6. Except as hereinafter provided, Lessee shall deliver to Lessor, as royalty, one-sixth {1/61h) of the net oil, petroleum and olher
hydrocarbon substances, produced and saved from said feased premises in each calendar month.

Sald royalty shall be subjecl to deduction from the gross product; the quantity that may be consumed in the Lessee's
operations hereunder, and after making deductions for temperature at €0° Fahrenheit, bottom settlings and molsture according to
the American Pelrofeum Instilute methods.

7. Lessee agrees to pay 10 Lessor as royalty one-sixth (1/6th) of the value of naturai gas produced and sold from the leased
premises, and one-sixth {1/6th} of the value of residual dry gas sold after the processing of the wel gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee to save or markel natural gas or residual dry gas unless there
shall bs a surplus abovs fuel requirements, and a market at the well therefor, Such value shall bo delermined by deducling from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the leased premises. Lessee shali nol be required to pay reyalty for any natural gas or residusl dry gas used in Lessee’s
operations on the leased premises. Lessee shall not use any natural gas or residual dry gas off the ieaser’ premices unless and until
the Lessor and the Lessee shall first agree upon the price to be paid o the Lessor for its one-sixth "§/61h) share of such gas.

8. (a) 1f the wet 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 said gas, less the cost of producing and s¢lling the same, which cost shall include the expense of
operaling and maintaining the plant and facifities used in the gathering and processing of said wet gas and the storage and shipping
of said gasoline andfor other petroleum products. In no event, however, shall the total of said cost of producing and selling exceed
fifty {50) percent of the 1otal valua of all natural gasoline and/or other petroleumn products recovered and saved from said wel gas
compuled in the manner hereinafter set forth. In computing the value of said gasoline and/or other petroleum products the gasoline
andfor other petroleum products shall, if_gold by Lessee to third parties, be valued at the respeclive ne: ex-lax prices received by
Lessee from the sale thereof at the plant or planls where produced. If said gasoline and/or other petroleum products are relained by
Lessen for Lessee’s own use, such products shall be valued al the respective ex-lax prices posted or established for natural gasoline
of like Reid vapor pressure and/or for other petroleum products of the same guality produced in the same field during the same
calendar month.

‘h) Il any wel gas produced from said premises is sold by Lessee for the purpose ol manulacturing natural gasoiine and/for
olher pelroizum products on a basls whereby a royalty therein is reserved lo Lessee. payable in money, then the Lessee shall pay to
the Lessor one-sixth (1/6th) of the total amount of the royally so reserved 1o Lessee, provided, however, that the amount of royally to
be paid to Lessor hereunder sha!l be not less than one-sixth (1/6th) of fifty (50) percent of the total valug of such produclts so
manufactured.

{c} In the evont wal gas produced from said premises is sold for the purpose of manufacturing nalural gasoline and/for other
petroleum products on a basis whereby a quantity of the nalural gasoline andfor other petrleumn products recovered therefrom is
reserved to the Lessee as royally payable In kind, then Lessee shall pay to the Lessor one-sixth (1/61h} of the total value of said
natural gasoline andfor other petroleum producls so reserved to Lessee, provided, however, thal the tolal amount to be paid to
Lessor hereunder shall be not ess than one-sixth (1/6th) of fifty (50) percent of the total value of such producls so racovered.

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

0. Unless Lessor shall elect to receiva its royally oil in kind, the Lesses will purchase the royalty oll from the Lessor (&) al the
highest posted available markel price of the oil 8t the well, o in the field in which ihe wells are situated (eHeclive at tha time of
removal from lease tanks) of all such oil so produced and saved by the Lessee from sald wells and removed therefrom during the
preceding calendar month, or {B} in the absence of a posted market price for such oil, the prevalling marka! price al the well or in ~
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* the field (eftective at the time of removal from lease tanks) of such oil, or (c) In the absence of a prevailing market price the actusl

price received by Lessee for such oil as sald wells, or {d) In the absence of sales by the Lesses at the wells the reasonable value of
such oll; provided, howaver, that if the Lessee disposes of such oll at a price, including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royalty cil by the Lessee shall be the same price, including bonus, received by Lesses.

10. At Lessor's option, exercised not oftener than once in any one {1} calendar year, and upon sixty (60} days' previous writtan
notice, the Lessee will deliver the kind, frea of cost 1o Lessor, the sald royalty oli. Should Lessor require that royalty oil be delivered in

--kind, Lessee, i requasted by Lessor, will, without cost to Lessor, provide slorage tanks on tha feased premises sufficiant to hold an

accumulation of not to exceed thirty (30) days’ production of royaity oll and will place said royalty oil in storage for the Lessor In said

tanks as end when 1t is produced. Lessee 'shall be in no manner responsible or held liable for loss or destruction of such stored oil

belonging to Lessor from causes over which Lessea has no control. Lessor agrees to remova the royalty oil so stored from said tanks
as often as may be necessary to keep sufficient space available in said tanks for current accumulalions of royalty oil. No royally shall
be due the Lessor jor or on account of oil fost through evaporation, leakage or oltherwise prior to the removal of same or delivery to

- Lessor, If royalty cil 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 unmerchantable oil produced from the feased premises to render the same merchant-
able only in the event, however, that such oil is treated by the Lessee on or in the immediate vicinity of the leased premises. t the
Lessor shell elect to recelve royally ol in kind, such royalty ol shall be of the same quality as thal removed from said leased premises
for the Lessee’s own account, and it Lessea’s own oil shall be treated before removed, Lessor's oil will ba tizated therewith before
delivery ihereof to the Lessor, and Lessor in such event, shall pay a propcrtionate part of such reasonable cost of reatment.

11. All royallies payabla ang the price for all such substances which shall ba sold to the Lessee hereunder, under the terms
hereof, shall bs pald by Lessee to Lessor on or before the twenltieth day of the calendar month naxt succeeding thal in which delivery
of such subslances shall have been made 1o the Lessee under such sale, and all royalty paid in kind shall be delivered to the Lessor
from time to time as the same is obtained on said premises and slored and handled as herein provided.

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

13. Subject to the terms and provisions of Section 43 of this lease, each producing well, 8s soon as completed by the Lessee,
shall be placed upon production and shall thereatter be operated by Lesses diligertly and continvously, and In accordance with
sound oil field practice. Lessee, from time (o time as necessary, shall clean out the wells and do any and all other werk required to
keep them In condition for production and the extraction of oll and gas therefrom lo best advantege. Except as herein otherwise

provided, the Lessee will keep each well drilled on the properties covered by this fease preducing to capacity consistent with good
operating practice.

14. This Leasa shall be subject to all laws, statutes, rules and regulations heretofore or hereafier enacted or promulgated to
control, suspend or conserve ©il or gas and oil or gas operations, and, also to any general agreement which Lessea may in good {aith
enter into with other operalers in the field in which the leased premises are situated, for a like purpose; and if compliance by the
Lessee with such taws, stahutes, sules or regulations or with any such agreemant shall hinder, delay or interlere with the canrying out
of any provisions of this lease, Lessee shall not be considered in defauit or be liable to Lessor for any damage or injury suffered or
sustained on account thereof, nor shall Lessee's righls be subject to fordeiture by reason thereof, notwithstending any provisions of
this lease; provided, fhat such agreements afiecting the leased premises shall nol be for periods greater than one (1) year without the
Lessor's written consent, and provided, furlher. that no such agreement shafl aulhorize Lesses 10 discriminate against sald leased
premises in favor of any other properties owned, leased or operated by the Lessee in the sama field, nor excuse such discrimination
either in the drifling or producing obligations of the Lessee hereunder. Lessee will fumish Lessor with copies of any wrilten
agreement for the voluniary curtailment of said preduciion, and if there are no such agreements, Lessee shall furnish Lessor with
copies of orders of the Ol Umpire, or-any other authority having the power to make orders for voluntary curtailment. The Lessee
shall not be considered in default because of any acts done pursuani to or in reliance of any law or statute, rule or regulation, here-
after declared unconstitutional or void prior to a determination of such unconstitutionality or invalidity by a courl of last resort.

15. If gas is discovered in any well in paying quantities end Lessee shall determine that conditions are not such as to indicate &
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligations shall be reduced so that the Lesses shall ba required to drill not mare than
one well 1o each one hundred sixty (160) acres, or major fraction therect. For the purpose of this lease, a gas well shall be any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand {10,000) cubic feet per barrel, and an oil well shal be
any well producing a1 a gas-oil ratio of ten thousand (10,000) cubic feet per barrel or less; provided, however, that any well, the fiquid
production from which s a result of retrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. If, at any
later period, oil shall be discovered in paying quaniities on the leased premises or in the evenl that oil is discovered In paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
shall revive as an oil lease, and all of the conditions herein stipulated as o drilting for oil shall become elfective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shall ba subject to (i} the applicable
niles and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are located, and (i}
Soction 3, 14 and 26 of this lease.

16. Subject to the terms and provisions of Seclion 14 and 2€ of this lease, in the event an oil well is drilled on adjoining pro-
perty which is not unitized wilh Lessor lands and completed in a zone the average depth of which is less than four thousand (4,000)
feet and within three hundred thirty (330} feet, or is completed in a zone the average cepth of which is greater than four thousand
(4,000 feet and within six hundred sixty (660) feet, or in the even! that a gas well is completed on adjoining property which is not
unitized with Lessor lands within thifeen hundred twenty (1,320){ee! of the exterior limits of any property at the time embraced in
thi= lease in sach instance and oil or gas is produced tharefrom in paying quenitites for a period of thidy (30) days, and the drilling
requiren ents uncor this lease are not fully complied with,and the owner of such well shall operate tha same and market the ol or gas
therefrom, 1 en, unless there is a well then being drilled or on praduction on the leased premises within the applicable ofiset distance
from the common boundary lina, the Lessee agrees to offset such well by tha commencement of drilling operations within sixty (60}
days thereafter I the leased premises, and complete it at approximately the same distance from the commaon boundary line as said
well on the adjoining property is completed, and proceed diligently and continvously to drill and complete said ofiset weil to the zone
{rom which such well on the adjoining property is producing; provided, however, thal in the event Lessea is drilling an oil or gas well
upon the leased premises at the time of discovery of oif or gas on the sdjoining property, the time for commencing the drilling of an
oftset well shall bo extended until ninety (20) days after the completion or abandonment of said well then being drilled by Lesses on
the leased premises; provided, howaver, that in no event shall said time be extended beyond six (6) months after the completion of
the well on the adjolning properly. Far the purpose of satisfying drilling obligations hereunder, ofiset wells sha!l be considered as
other wells required to be drilled hereunder; provided, always that Lessee agrees 10 space oll or gas wells on the leased premises
according to the same spacing of oil or gas wells on the adjoining property in order properly and effectively to offset production from
wells on such &djoining property and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generally io producers in the same
fiald for off of a gravity of 14° American Petroleum Institute Scala, or of any higher grevity, at 60° Fahrenhait shall fall below One

Dollar (§$1.00) per barrel at the wells; provided, however, that drilling or production from offset wem llnrf ﬁ mﬁagﬂgx the
leased premises unless the offsetting wells on the adjoining premises also discontinue produ & £
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18] Any obligations, covenanis or conditions imposed upon the Lessee shall be suspended only while Lessee’s compliance Is
pravented by the elements, declared or undeclared war, fire, accidents, strikes, lockouls, riols, delays in fransporiation, inability to
secure materials, labor, drilling equipment or transportation in tha open market, or interfarence by Gevernmental action, or any other
cause beyond the reasonable contro! of the Lesses, whether slimilar or dissimilar to the causes specifically mentloned. If such
suspenslion occurs, the payment of any delay rental during such suspansion shall be excused and the f2ase term shall be extended
for a-period of ime equal to the period of such suspension and any such extention of the lease term. Lessee may resums the

" payment or tender of rentals in accordance with Paragraph 2 hereof after the period of suspension the propostionate part of the
rental for the rental year remalning sfier such period of suspension. Lessee's obligation to pay royalty on oil and gas production
- produced, saved and markeled shall never be suspended under this paragraph. Whenever Lesses would otherwise ba required to
surrender any of the leased premlses as an allemativa to the performanca of any obligation under this lsase and such obligatfon is so
suspended, then so long as such performance Is suspended under this paragraph or olher provision of this leass, Lessee shall not be
required to surrender any portion of the leased premises. .

If the permission or approval of any governmental agency is necessary before drilling or other operations can be lawfully
commenced on the leased premises, then if such parmissien or approval has been applied for at least thirty (30) days prior 10 the
date upon which such operations must be commenced under the terms hereol, the obligation to commence such operalions shall b
suspended until thirly (30) days after the governmental permit is granted or appreval given. II such permit or approval is denled
inflially or at any time during the approval or permitting process or is revoked after issuance, then so long 55 Lescee in good faith
appeals from such denial or revocation or conducts further proceedings in an attempt to secure such permil or approval, the

obligation to commence such operations shall be suspended until thirty {30) days after such governmenta! permit is granted or
approval given.

19. The Lessee may, at Lessee’s option, at any time surrender and quitclaim this lease as to all of the leased premises or as to
any one or more twenty (20) acre subdivisions thereof as harein defined, and shall be released from all obligations thereafter arising
with respect to the premises surrendered and quitclaimed, and in the case of & partial surrender and quitelaien all of the rental and
drilling obligations shall be reduced pro rala. At any time after the completion of 1he first well, or any subsequent well on the leased
premises, Lessea may cease furlher drilling and if the full number of wealis shall not have been drilled Lessee shall thereupon sumest-
der, and this lease shall thereupon lerminale as to all of the leased premises, except drilling units occupied by praducing oil or gas
wells, each of which drilling units the Lesse may hold subject to tha terms of this lease until-abandoned or until the end of the term
thereof, and the extended term, if renewed as hereinaiter provided. Each of said drilling units shall,-in each instance, conform to
subdivisicns 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 state, including the right to ream, clean out, deepen, re-work, re-drill, and to drill new wells
thereon to other zones in order to malntain ¢ increase production, or 1o restore production if it shali cease from any cause.

20. Upuon the violation by Lesses of any of the terms, covenanls or condilions of this lease, and fellure to remedy the defauit
within thirty (30) days atter receipl of written notice from Lessor so 1o do, then at the oplion of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lesses in and to said property shall be al an end as to all ssid properlies, except that tha
Lessee shall have the right to retain and hold under this lease the area surcunding each well producing or being drilled, with respect
1o which it is nol in default to the same extent and with the same rights as provided in paragraph 19 hereof in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall not be a walver of any other or
subsequent breach heqeol, nor of any other covenant or condition hereof.

21. Upon surrender by the Lessea of said leased premises in whole or in part or upen the termination of the Lessea's rights and
interests In and to the leased premises, or any par thereof, in'any manner herein provided, the Lessea will quietly and peaceably
surrender possession thereof to the Lessor and agrees to release 1o the Lessor, its successors ot assigns, all right, title and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee’s righls have terminaled as herein provided. In the event
of a pariial release of the property so released shall be subject to the easements and rights of way herein provided for and eppurten-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the iocation
of such easements and rights of way. If there are any rights, interests, claims, liens or encumbrances conveyed, created, done, made
or sulfered by the Lessee, or anyone claiming unuer Lessee al the time of ths release, Lessee shall take such actions, steps and
proceedings 85 may be necessary to terminate and extinguish any such rights, interest, liens and encumbrances, failing in which,
Lessor may do 50 &t the sole expense of the Lessee, which expense, plus reasonable atlorney’s fees, Lessea agrees to pay to Lessor
on demand. Upon request by Lassor, Lessee shall advise Lassor in wriling that to the best of Lessee’s information, krowledge and
belief no such rights, inlerests, claims, liens or encumbrances affect \he lease premises released by Lessea.

22, Derricks, buildings and other siruclures, improvements, 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 al such ime exist in
respect of any payments or rentals or in respect of any covenants, agreemenis or conditions to be kept or perdormed by the Lessee,
the Lessee shall have the right during the term herecf, or at any time within sixty (60) days after the date of termination of this lease
to remove from the leased premises ali such personat property, except casing Iin waler wells purchased by Lessor; provided, further,
that the Lessee may exlend the time within which such personal property may be removed for a period nol exceeding six (5}
monlhs from suzh date of terminalion by paying 1o the Lessor menthly in advance & renial 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 not removed
from said premises within said six (8) monlhs' period shall become the properly of Lessor.

23. The Lessee agrees to keep full records of the operalions vpon and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the iLessee; to nolily Lessor promptly of
discovery of any of said substances in the leased premises and to furaish to the Lessor on or balore the twantieth day of each manth
a true statement, in triplicate, of all production, deliveries and deduclions in a form satisfactory 1o the Lessor. All records of the
operations and productions and sales of said subslances from sald leased premises shall, at all reasonable times, be open to the
inspection of Lessora agents and reprasentatives.

24. Lessee will keep an accurale log and casing record showing the progress of drilling, character of lormations encountered
or driiled through, ang casing in each well in which drilling shall have been done on the leased premises, and furnish Lessor a copy
thereof upon the completion of or the abandonment of each well, and a true copy of all surface and subsurlace surveys made of each
weli drilled under this lease. Lessee will furnish al reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and representalives shall have free and full access al their sola cost, risk
and expense fo all of the wells and works and 1o all property in and upon said leased premises.

25, Lessee agrees fo conduct Lessee’s operalions 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; o 1ay and maintain ali pipe lines nol less than thity-six inches
{36”) below the surface of the ground; to fence all sump holes and excavalisns to safeguard livestock grazing on said land; to
provide substantial gates al points where fences are cut by the Lessee; and 10 use reasonable care and diligence to prevent the
overilow of oil or water which may be defrimental to vegetation on those portions of the leased premises which are suitable for
grazing, agriculiural or horicultural pirposes.

26. Lessee shall carry on Lesses's operalions hersunder in a careful and workmanlike manner. Lessea shall comply with any
and all applicable valid statules, ordinances and governmental arders and regulations pertaining to the exercise of rights Ieased here-
undar and shall furnish such evidence of Lessee's compliance therewith as may be required by Lessor. Lessea shall furnish evidence
satistactory to Lessor that abandoned wells have been properly abandoned in compliance with applicable siatutss, ordinances and

govarnmental orders and regulations. 4 BGDKI l 0 PAEES llrll-
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- 27. Upon lsrmfnaliun of this lease in any manner, or if any wall Is abandoned the Lessee agrees 1o releval the surface of the

_-proparty involved, and o fill all abandoned sump holas and excavations made by Lesses; to remove all dericks, tanks and tank

supports, and if there are any pipe lines running from any abandoned well, or any other place on the property, the samg shall be

~removed if the Lessor desires, and ditches opened up by ramova! of the pipe line &nd the ground made to contorm to the natura!

contour. Lessee will also remove all cement blocks or foundations which may have been placed on the Ieased premises, and any and

- alf othar supporls p!aced by Lessea or permiited by Lessea to be ptaced on said leased premises and which, In any manner, interdfers
. wﬂh the use thareof.

.28 Lessea’ agrees to release and o indemnily and save harmless Lessor, the surface owner of said property, he heirs,

: parsanal reprasenlallves, successors and assigns of the surface owner, and any corporation affilisted with, owned or controlled by
_: Southem Pacific Company, & corporatlon from and against any and all clalms, causes of atlion, liability, costs and axpenses arising
. out-of injuries to, or deaths of, all persons whomsoever, and loss of, or damage to, all property whatsoever, directly or indirectly -

multmg from or caused by the occupancy of, or operations of Lessee on, the leased premises or properly adjacent thereto, or the
existence of ol wells, gas wells, derricks, plpe lines or tanks or appurtenances thereof, used by the Lesses on sald leased premisesor . -

" property adjacent thereto, including, without limiting the generality of the foregoing, the breakage of pipe lines, lanks or other '

equipmanl or the escepe or loss of oll, petroleum products, gas, water or fire therefrom.

29. Lesses agrees 10 pay before delinquancy 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, siructures, equipment and other personal property or improvements
placed, maintained or used by Lessee on the lsased premises, and on the mineral substances stored thereon and not belonging to
Lessor. Lessea may deduct up to one-sixih (1/6th) of the taxes and assessments on mineral rights in the |leased premises in each
fiscal yoar, paid by Lessee, from the royalties due and payable 1o Lessor for production during each successive twelve months'
pericd suhsequent 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 the taxes and assessments for a particular fiscal year so pald shall be deductible only from the
royalties due and paysble during the twelve monihs’ period which immedialely succeeds the date of delinquency of the first
installment in such fiscal year. Lesses agrees to pay to Lessor annually, within fifieen days after demand, an amount equal to five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overying or occupied by the
leased premises {except on buildings, structures and olher im rovements lhg fon not owned, maintained or used by Lessee) for the
fiscal year beginning July 1, 19_82 | prorated from to June 30, 19. .and for each fiscal
year thereafter during the term of this lease. Lessee sha!l pay any produchon or severance tax computed or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Government, the State of California, or any of its
political subdivisions, and Lessor shall reimburse Lesses for the same proportion of said faxes as Lessor’s shares of the taxes on the
mineral rights.

30. Either party may pay the entire amount of any delinguent taxes or assessments which shall constilute a lien on said fcased
premises and which should have been paid before delinquency by the olher party as hereln provided, and penalties and interest
thereon, and shall be entilled to reimbursement from the other party of the part of the taxes and assessmants herein agreed to be
paid by such other parly, and of the entire amount of the penallies and interest. Penalties and interest on delinquent taxes and
interest on paymenis made pursuan! to this paragraph shall not be apportioned with the principal amount of laxes and assessments
in making such annual adjustments, but shall be borne entirefy by the party obligated to pay the tax or assessment before
delinquency.

a1. Lessee shall nol commence drilling into or through the leased premises or consiroct, alter or repair structures or
imptovements of any character, except emergency repairs, upon said property until after written nolice thereof is given to Lessor,
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay in full
all persons who perform labor or services on, furnish materials joined or affixzd 10, or provide equipment for, said property, or the
construction, re-construction, repair or placement of any structure improvemen! on said property, at Lessee’s instance or request.
Lessee shall not permit or suffer liens of any kind or nature lo be enforced against said property for such [abor, services, materials or
equipment. Lessor shall have the right to pay any amount required to release any such lien or fiens, or to defend any action brought
thereon, and to pay any jusgment entered therein and the Lessea shall be liable to the Lessor for all costs, damages and reasonable

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

32 Lessee agrees lo pay 1o Lessor interest at the rate of 10% per annum upon any and all amounis whatsoever due under this
jcase to Lessor from the date payment of £ach such amount is due and owing to Lessor or from the date of each breach by Lessee of
an cobfigation hereunder, as the case may be, to the date of recelpl by Lessor of each payment of said amounts, unless such payment
is tendered or paid to Lessor within 30 days after the dale a payment is due and owing hereunder to Lessor or the date of such
breach, as the case may be.

33, If Lessor shall bring suit to compel perdormance of, or o recover for breach of ahy covenant or condition herein contained,
of for declaratory relief, and prevails therein, Lessee agress 1o pay 1o Lessor reasonable attorney fees in addition to the amoun! of
judgment and costs.

34, All paymenls {0 the Lessor shall be made to it at One Marke! Plaza, San Francisco, California 84105, but Lessor may at any
time by notice to Lessee change the place of payment.

35, Any demend, notice or slatement herein requested or required to be given by one party to the other shall ba In wriling.
Delivery of such written notice or statement o Lessor shall be conclusively laken as sufficient il and when deposited in the United
States Mail. with postaga thereon fully prepald, cerified or regiclered, addressed to Lessor al One Market Plaza, San Francisco,
California 24105, anid delivery of such nolice or statement to the Lessee shall be conclusively taken as sufficient if and when
deposited n the Uniled States Mail, with postage thereon fully prepaid, certified or registered, addressed 1o Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado B0202. Any party hereto may, by writlen notice, change his or its address to which such
demands, notices or stalements may be sent.

A5. This instrument is a fease and is not and shall not ever be held or interpreted to be a mining partnership or partnership of
any kind, or in any sense whatsogever; the intention of the parties hereto being to establish and creale hereby between themselves
only the relationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenants, reservations and
agreements herein set forth.

37. i is agreed that in case Lessea chall, excepl by Lessor, be lawfully deprived of the possessicn of said premises, or any part
thereof, Lessee shall notify Lessor in writing setting forth in full the circumstances in rslation thereto, whereupon the Lessor may, at
its oplion, either reinstall Lessee in possession of the leased premites or terminate this lease as to the premises or the part thereof,
the possession of which Lesses is 50 deprived, by giving notice In writing to the Lessea to that effect and at the same time paying, or
tendering with such notice, 10 the Lessae the sum of One Hundred Dollars ($100.00), plus the pro rata amouni of any rental, therelo-
fore paid in advance by the Lesses under the provisions of paragraph 3 hereof and applicable to said premises, or such portion, for
the unexpired rental period, whereupon no claims for demages of whatsoever kind or character incurred by Lessea by reason of such
dispossession shall be chargeabls againsl Lessor.

38 If Lessee is adjudiceted a bankrupt, or shall make an assignment for the benefit of creditors, or file a voluntary patition
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: =und«ar any law {ha\nng “for its purpose the adjudication of Lessee a bankrupt, or the extensfon of time of paymenl oomposulmn

B adjustment modification; seitlement or saiisfaction of the liabilities of Lessee), or a recelver be appointed for the property of Lessee - -
"o~ . by roason of. the’ Insolvency of Lessee, nolwﬂhstandmg any‘lhhg to the contrary elsewhare in.ths- lease, Lessor shall have the - - - -
- immediate right 1o terminate this lease and to lake exclusive posswslon of the leased premlsas The acoeplanoa of-rent or other .
o payments for the use of the leasad premises shall not constitule a waiver of Lessor's rght to tefminata this lease as ‘\bove setforth: 11 - -
- thess are two or more Lessees heretinder, or if Lessea Is a partnership, then the right of Lessor 1o terminate the entire lease shallbe -
““exercisable in case any one of the Lessees or partners is adjudged a bankrupl or beccmes sub]ect toor parlsclpales in any nther s
’ proceedmgs or procedura herein rnenlioned .

o '39. If “at the explrauon of the term of this lease, any wells are being drilled by Lessee on !he Ieased premlses. or any extslmg":

-+ wells are producing or capable of producing ofl or gas In paying quantities, but are not being produced for reasons suthorized under -

" . this ledse; Lessod shall have the option of renewing this lease as long thereafter 85 such substances are produced or capable of - -
% ... baing produced to Include drilling units as defined In paragraph 3 hereof, occupied by wells producing in paying guantities or wells * -
- .. In’ process of befng drilled on the same acreage specified in ‘paragraph 3 hereof, together with tha same rights pro'ndad forin -
paragraph 19, on and subject to the same royaltles, terms, covenants and conditions as are herein specified; provided, writlen notice
_ from Lessee of Such renewal shall ba received by Lessor not more than six (6) months nor less than thirty (30} days prior to lha
expiration of the original term hereof.

'40. This lease shall inure to the benefit of and be binding upon the respective heirs, administrators, executors, successors and
assigns of the pariies herelo, but no assignment of this lease, or any sub-leasa or agreement aflecting this lease, or the leased
premises, or any interest therein, shall be valid, unless made with the consent of Lessor in writing, and no change in ownership inthe
land or in the rentals or royallies shall be binding on Lessee until Lessee shall have received wrillen notice of suth 1rans!er or
assignment. All covenants, agreements and slipulations herein contained shall run with the property.

41. It there be more than one Lessea named herein the term “Lessee™ shall designate the plural number, and the obligations of
the Lessee hereunder shall be Joint and several.

42 Time is of the essence of this lease.

43, Where there is a gas wel! or weils 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, Lessee shall pay as royalty 1o Lessor the sum of $1,280. per well per year, Said
payment is due on or before ninety (90) days {rom ihe date of shut-in or the date on which the leased premises or a portion thereof
are unitized with [ands on which thera is a shut-in gas well, and thereafter on or before the anniversary date of such payment during
the pericd 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 WHEREGF, the parties hereto have caused these presents to be execuled as of tha day and year first herginabove

written.
SUN EXPLORATION
MS PET alEuM CO.
./1 / T

SOUTHERN PACIFIC LAND CCMPANY - AND PRODUGCTION COMPANY READ,
~ GEiERAL finiinkg Agent and Atorney-in-Fafl T SN \
OlL & 655 \,' td i;, £

By: Aﬁf22‘/§29a¢4 fﬁﬁwbi?ﬁQamWw—-w
Attest: CHARLES R MANGUM

R A BERGER

STATE OF OKLAHOMA ) £85.
COPNTY OF TULSA )

-;fo ‘époing instrument was acknowledged before me on this 18th day of February, 1983,
E, as VICE PRESIDENT, LANDS, of READING & BATES PETROLEUM CO.

% 7 hgfonct

Lori F. England -~ Notars Publie

1100 Mid-Continent Building *
409 South Boston Avenue

Tulsa, Oklahoma 74103

STATE OF Colorado e e
COIJRHOF Denver - AP

'rhe foregoing znltrunent wag lckuowledged before e on thil 17th  day

o _Japuary » 1983, by CHARLES R, mcml.u AGENT AND Ammr-m-uc'r
of SU'H EXPLORATION AND FRODUCTION COMPANY,

immss :y{fnnd an.d ofﬁcial ln!. i - R . -

f . . - e
gt s bt .

AT e

o L Hotary Publ!e
e 1801 Broadway, Suite IDOO
~=- L~ Denver, Colorado B0202
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EXHIBIT "A"

._;A'fi':e'ic';ﬁea. t;b' and’ rﬁade a pért_of that c’:e'ri':'ain-rag're_e’rqent'

05909

‘dated. December 1', 1982 between: =

. ve. sk
" SOUTHERN PACIFIC' LAND COMPANY and SUN EXPLORATION AND PRODUCTION ..

COMPANY and READING & BATES PETROLEUM CO.

MDM
Subdivision Sec. Twp. Rge. Acres
NEX 27 34R . 5IE 160.00
Ry 17 3A5K 51E 320.00
TOTAL 480,00
STATE OF CALIFORNIA i s
City and Couniy of Sen Francisco V=
onimis 20Eh doyof _December in the year One Thousand Nine Hundred and Eighty _ Twiny

before me, JAMES W, WATT, @ Norery Public in and for the City and County of San Francisca, State of Colifornia,

personally appeared

105¢ Mk Flazs)

R. A. Berger

Vice President and General Manager

personally known time for proved to nie on the basis uf setisfactory evidence) 1o be the peson who
execuied the within insirument as president {or secrefory) or on behalf of the Corporation therein
named and acknowledged to me that the Corporation execated it.

IN WITNESS WHEREOF, 1 have hereuato set my hand ond affived my officiof seal at my
affice in the City and Coutity af San Francisco, the day and year in this ceriificate first above
writien.

Corporation

Notary Public i d Tor lﬁa;'_:nd (‘nﬂnly of San Ffanrism. S1ate of Californi
My Commission Expires June 24,1953 o

23114
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