LEASE, upticate: this - : .
ieen - SOUTHERN - PACIFIC - LAND COMPANY, & California’ corporation;:. “hereinatier” “alled- *Lessor,
ORAT‘ON AN PROPUCTION COMPANY ‘As to an undlvlded 5% Interesl and READiNG ‘& . BATES PETRO EUM CO/ds

roin ifter colleclwe'ly called “Lésses RIS .

. in ns|dera!ion of lhe obsarvance and fazlhlu| perlormanoa by Lassae of all lhe provislons conlalned hei
0 Lescea for the lerm and purposes harernaﬂer sal forth, all that certain pmperly, so'netimes haralnaﬂer refe

to sed 'pren -ln,lhe Cotinty of ___ FIMEKA © =" [Slate OI_HEEADA..—_——_,mor pamc:ulariy
described on Exhlbil “A atlached herelo and mada a pan hereof . ] o

Subject to easements, leases and restrictions affecting said property.

. For the purposes of this lease, Lesses shali have the right (subject to the provisions hereof and to the extent of Lessors
ovmership thereof) to exglore, drill tor and to produce, extract, take and remove ail oil and gas hereinafter referred to as ‘subslances’, -
contained in sald property, to store sald substangas upon said property, to locate, erect, construct, maintain, replace end operate
upon and In said property such tacilities and siructures {except refineres or topplng gas plants) as may be necessary in the

- production, treatment, storage of transportation of said substances from said property, and to appropriate and use such waler as
"may be necessary for the above operations.
: - H&servmg ‘unto Lessoy, ils successors and assigns, the right io construct, maintain and usa ditches, flumes, roads, trulls. tracks
- - ““and plpe. telegraph, telephone, signal, communication and power Enes In, upon, over and across sald property and tha right touse
' smd property for any and all other purposes consistent with the rights herein leased to Lesses. = "o 0 1 UTC
. . 2. The torm of this leaso shall be for twenty-five (25) years, from and efter the _FIRST day of DECEMBER .

; 32 unless soonar Iermlnated or forleited, etther In whole or in par, 8s hereinafter provided.

B Lesea agraes lo pay to L%SOI’ a cash rental of 3_643_@.._40__.— in advance on the dale of dailvery ot th:s 16aso lorthe

'f_li'al yaar - of the term heraol and annually thereatfiar, on or before the first day of each successive year-
of the térm hereol 8 cash ‘rental of $2.00 an acre par annum in advance, provided thal rantal shall not accrue or be payabla for:

(a)aa"h "dnllang unrt" upon wh|ch ‘friera 13 & p'oduclng oll or gas weli on the date when renisl is payablg,
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{b)each 640 acre subdivision within the boundaries of the leased premises on which drilling is In progress on the date when
rental is payable, or
{c}each 640 acre subdivision upon which there is a producing gas well on such date if no il has been discovered in paying
_quantities on the leased premises or wilhin ofiset distance, as provided in paregraph 16, and Lessee has delermined, as
provided in paragraph 15, thal conditions are not such as to indicate a reasonable probability of the discovery of oll on the
teased premises, or )
{d)each “drilling unit” on which thare is a preducing olt or gas well, for any period during which Lessea s prohibited by law, or
" by the orders, rules or regulalions of a competent administrative authority, constituted by !law and not by voluniary
agresment, from producing safd substances therefrom.

Undess otherwisa designated in an official drilling and spacing order of a regulalory authority having jurisdiction of the state

in which the leased premises ere localed, a “drilling unit” as vsed in this lease shall be:

{1) a twenty acre subdivision, or less, il the average depth of the producing interval of wells drifled for ol shall not be more
than four thousand (4,000) feet; .

(2)a forly acre subdivision, or less, if the average cepih of the preducing interval of wells driiled for il shall be grealer than
four thousand (4,000} feet

Subject to the terms and provislors of Sections 14 and 26 of this lease, a twenty (20) acre subdivision as used herein shall ba
either the Morth, South, East or West haif of a legal Government forty (40} acre subdivision, a forty (40) acre subdivision as used
herein shalt be a legal Government forty {40) acre subdivision, and a one hundred sixty {160) acre subdivision &s used hereln shall be
a legal Government one hundred sixty {160) acre subdivision, all according 10 the. United States survey.

4. Excepl as herein otherwise provided specifically including Section 19 of this lease, the Lessee shall commence drilling an oft
or gas well on the leased premises on or before five years from date hereof {referrect to in Section 4 as.“said date"}, and shall
continue the work of drilling such welt with due diligence until compistion. After completion of the first well, Lessea shall commence
drilling another weil on szid leased premises within one hundred twenty {120) days and shall continuously operate at feasl one slfing
of tools in drilling wells on the leated premises, allowing one hundred twenty (120} days batween the completion of one well and the
commencement of the next succeeding well until one oil or gas well producing from.eath produclive zone has been completed to
each drilling unit; provided, however, that if any well compfeted before said date shall prave to be a dry hole and there s then no
producing well on the leased premises, Lessee may commence drilling the next well at any time before said date. Nothing herein
shall fimil the number of wells which Lesses may, al Lessee's option, drill in.excess of the number herein specilied, or the depih to
which any well may be drilled if Lessee should elect to drill below the depth specified. Il Lessea has not commenced drilling of an ail
or gas well on the leased premises on or before live years from the date hereoi, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso faclo terminate.

5. A well shall be deemed completed when (a} formations or mechanicat difficulties are encountered which, in Lessee’s
judgement, would render further drilling of said well unprofitable or unsuccessful, and because of such fact aclive drilling operalions
therein are discontinued, o7 (b) it has been diilled 1o basement 1ocks, and active drilling operations thereon are discontinued, or
{c) Lessea has ceased drilling operations thereon and it has been put on regular production and is producing ofl or gas In quanitites
deemed by Lessee sufficien! to pay lo pump or otherwise secure and save.

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

Said roya'ty shall be subject 1o deduclion from the gross produck; the quantity that may be consumed in the Lessee’s
operations hereunder, and aller making deductions for temperature at 60° Fahrenheit, bottom setilings and moisture according to
the American Petroleum Institute methods.

7. Lessee agrees to pay 1o Lessor as royalty one-sixth (1/6th) of the value of nalural 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 wet gas produced in wells on the
leased premises, but nolhing in this agreement shall require the Lessee to sava or markel natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a market at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost ol compressing and delivering the same to the pipe fine of the
purchaser on the leased premises. Lessee shall not be required 10 pay royalty for any natural gas o residual dry gas used In Lesses's
operations on the leased premises. Lessee shall nol use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price ta be paid to the Lessor for its one-sixth (1/6th) share of such gas.

8. (a) i the wet gas produced from said premises is processed for the purpose of manufacturing natural gasoline andfor other
petroleum products then Lessee shall pay 1o Lessor one-sixth {1/6th) of the tatal value of ail natural gasoline and/or other petroleun
products recovered and saved from said gas, less tha cost of producing and selling the same, which cost shall includa the expense of
operating and maintaining the plant and facilities used in the gathering and processing of said wet gas end the storage and shipping
of said gascline and/or other petroleum products. [n no event, however, shzlt the 1ola! of said cost of producing and selling exceed
fifty (50) percent of the tota! value of 2l natural gasoling and/or other petroleum products recovered and saved from sald wet gas
computed in the manner hereinafter set forth. In computing the value of said gasoling and/or other petroleun products the gasoline
andfor other pelroleum products shall, if sold by Lessee 10 third parlies, be valued at 1he respective net ex-tax prices received by
Lessea from *he sals thereof at the plant or plants where produced. U said gasoline and/or other petroleum products are retained by
Lessee 1w Lessee™s own use, such producls shall be valued at the respective ex-tax prices posted or established for natural gasoline
of like Reid vapor pressure andfor for other pelroleum products of the same quality produced In the same field during the same
calendar month.

(b) if any wet gas produced from said premises is sold by Lessee for the purpose of manutacturing natural gasoline and/or
other petroleum producis on a basis whereby a soyalty therein is reserved to Lessee, payable in money, then the Lessea shall pay to
the Lessor one-sixth (1/6th) of the tolal amount of the royalty so reserved to Lesses, provided, however, that the amount of royalty to
be paid to Lessor hereunder shall be not less than one-sixth {1/6th) of fitty {50) percent of the lotal value of such products so
manufactured.

{¢} In the event wet gas produced from said premises is sold for the purpose of manufaciuring natural gasoline and/or other
petrofeum producls on a basis whereby a quantity of the nalural gasoline and/or other petroleum products recovered therefrom is
reserved to the Lessee as royalty payable in kind, then Lessee shatl pay to the Lessor one-sixth (1/61h} of the tolal value of said
natural gasoline and/or other petroleum products so reserved 10 Lessee, providad, however, that the tolal ameun! to be paid to
Lessor hereunder shall be not less than one-sixth (1/61h) of filty (50) percent of the total value of such products so recovered.

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

9. Unless Lessor shall eisct to receive its royalty oil in kind, tho Lesses will purchase tha royalty oll from the Lessor {g) &l the
highest posted availablo market price of tha oft at the wall, or in the field in which tha wells are situated {effective at the time of
removal from lease tanks) of all such oil so produced and saved by the Lesses from said wells and removed therefrom during the
preceding calendar month, or (b) in the absence of a posted market price for such oil, the prevailing market price at the well or in ~
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tha field (effective at the time of removal from lease tanks) of such oll, or (c} in the sbsence of a prevailing markst price the actual
price received by Lesses for such ¢il as said wells, or (d} in the absence of sales by the Lessee at the wells the reasonable value of
such oll; provided, however, that if the Lessee disposes of such oll at a price, Including bonus, in excess of the posted or prevalling
market price, the price to be pald for such royelty oil by the Lessee shall ba the same price, including bonus, recelved by Lesses,

10. At Lessor's option, exerclsed nol ofener than once In any cne (1) celendar year, and upon sixty (60) days’ previous wrillen
notice, the Lessee will dallver the kind, free of cost to Lessor, the said royalty oil. Should Lessor requira that royalty oil be delivered in
'kind, Lessea, if requested by Lessor, will, without ¢ost to Lessor, provide storags tanks on the leased premises sufiiclent to hold an
accumutation of not to exceed thiry (30) days’ production of royalty oll &nd will place sald royalty oll in storage for the Lessor in said
tanks as and when it Is produced. Lessee shall be In no manner responsible or hald Uable for loss or destruction of such slored oil
befonging to Lessor from causes over which Lessea has no conlrol. Lessor agrees lo remove the royalty oll so stored from said tanks
a5 often as may be necessary to keup sufficient spaca aevailabla'in sald tanks for current accumulations of royalty cil. No royalty shall
te due the Lessor for or on account of oil lost through evaporation, leakege or otherwise prior to the removal of same or delivery 1o
Lessor, if royalty oil shall be delivered in kind. If Lessee purchases the royalty oil, tha Lesses may deduct therefrom a proportionate
part of the actual reasonable cost ol freating unmerchantable oil produced from ihe leased premises to rendar the same merchant-
able only in the event, however, that such oif is treated by the Lessea on or in the immediate vicinity of the leased premises. If the
Lessor shall elect to receive royalty oil in kind, such royaity oil shall be of the same quality as that removed fromi sald leased premises
for the Lessee’s own account, and if Lessee’s own oil shall be treated before removed, Lessor's oif will be treated therewith batore
delivery thereof to the iessor, 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 Lessee hereunder, under the terms
hereo!, shall be paid hy Lessee to Lessor on ¢r before the twentieth day of the calendar month next succeeding that In which delivery
of such substances 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 oblained on said premises and stored and handled as herein provided.

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

13. Subject to the terms and pravisions of Section 43 of this tease, each producing well, as soon as completed by the Lesses,
shall be placed upon production and shall thereatter be operated by Lesses diligently and continuously, and in.accordance wilh
sound oil field practize. Lesses, {rom time {o time as necessary, shall clean oul the wells.and do any and all other work required to
keep them in condition for production and the exiraction of oil and gas therefrom to best advantage. Except as herein otherwise

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

14. This Lease shall be subject to all laws, statutes, rules and regulations heretofore or hereafier enacled or promulgaled o '

contro), suspend or conserve oil or gas and oil or gas operalions, and, aiso 1o any general agreement which Lesses may in good faith
enter into with other operators in the field in which the leased premises are situaled, for a like purpose; and if compliance by the
Lessee with such [aws, statutes, rules or regulations or with any such agreement shall hinder, delay or interfere with the carrying out
of any provisions of this lease, Lessee shall not be considered in default or be fiable to Lessor for any damage or injury sutfered or
sustained on account theresd, nor shall Lesses's righls be subject 1o forfeiture by reason thereof, notwithstanding any provisions of
\his fease; provided, that such agreements affecting the leased premises shall not ba for periods greater than one (1} year without the
Lessor's written consent, and provided, further, thal no such agreement shall authorize Lessea 10 discriminate against s3id lzased
premises in favor of any other properties owned, leased or operated by the Lessee in the same field, nor excuse such discriminalion
either in the drilling or producing obligations of the Lessee hereunder. Lessee will furnish Lessor with copies of any written
agreement for the voluntary curtailment of said production, and if there are no such agreements, Lesseg shall furnish Lessor with
copies of orders of the Qif Umpire, or sy other authority having the power to make orders for voluntary curlailmenl. The Lessee
chail not be considered in defaull because of-any acts done pursuant to or in reliznce of any law or statute, rula or regulation, here-
after declared unconstitutional or voig prior 1o a determination of such unconstitutionality or {nvalidity by a court of tast resorl.

15. It gas s discovered in any well in paying quantitizs and Lessee shall delermine that conditions arg not such as to indicate a
reasonabla probability of the discovery of oll on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligalions shall be reduced so that the Lesses shall be required 1o drill not more than
one well to each one hundred sixty {160} acres, or major fraction thereof. For the purposa 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 oll well shalt be
any well producing at a gas-oil ratio of ten thousand {10,000) cubic feel per barel or less; provided, however, that any well, the liquid
production from which is 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 quantities on the leased premises or in the even! that oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16. of the boundary lines ol the leased premises, then this lsase
shall revive as an oil lease, and all of the conditions herein stipulated as to driliing for oil shall become effective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shail be subject to (i) the applicable
rules and regulations of the regulalory authority having jurisdiction of the state in which the leased premises are located, and (ii)
Section 3, 14 and 26 of this lease.

16. Subject to the lerms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilied on adjoining pro-
perty which is not unitized with Lessor lands and completed in a zone the average depth of which Is less than four thousand {4,000)
feet and withia three hundred thirty {330} feet, or is compleled in a-zone thie average depth of which is greater than four thousand
{4,000} fet and within six hundred sixty (660) feet, or in the event that a gas well is completed on adjoining property which is not
unitized with Lessor tands within thifleen hundred twenty {1,320)feet of the exlerior limils of any property at the lime embraced in
this lease in each instance and oil or gas is produced therefrom in paying quanitites for & pericd of thirty (30) days, and the drilling
requirements under 1his lease are not fully complied with,end the owner of such well shall operate the same and markel the oil or gas
therelrom, then, unless there is a well then being drilled or on production on the feased premises within the applicable offset distance
from the common boundary fine, ihe Lessee agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafter in the leased premises, and complete it 51 approximately tha same dislance from the common boundary line as said
well on the adjoining properly is completed, and proceed diligently and continuously to drilt and complete sald offset well 1o the zone
from which such well on the adjoining property is producing; provided, however, that in the event Lesses is drilling an oil or gas well
upon the leased premises at the time of discovery of oll or gas on ths adjoining property, tha time for commencing the diilling of an
offset well shall be extended until ninety (90) days after the completion or abandonment of said weil then being drilled by Lesses on
the leased premises; provided, however, that in no event shall sald time be extendad beyond six (6) months after the completion of
the well on the adjoining properiy. For the purpose of satistying drilling obligations hereunder, ofisel wells shall be considered as
other wells required to be drilled hereunder, provided, always that Lessee agrees to spaca oif or gas walls on the teased premises
according to the sams spacing of ol or gas wells on the adjoining property in order properly and efiectively to offset production from
wells on such edjoining property and prevent drainage from the leased premises.

17. Drilling and producing opsrations hereunder may be suspended while the price oifered generally 10 producers in the same
field for oif of a gravity of 14° American Patroleum Institute Scale, or of any higher gravity. at 60° Fahrenheit shail fail below One
Doltar [$1.00) per barvel at the wells; provided, however, that drilling or production from ofiset wells shall not bs suspended on the
lsased premises unless the ofisetting wells on the acjolning premises also discontinue producing.
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18. Any obligations, covenanls or condilions Imposed upon the Lessee shall be suspsnded only while Lessee’s compliance is
prevented by the elements, declared or undeciared war, fire, accidents, strikes, lockouts, riots, delays in transporiation, inability to
secure malerials, labor, drilling equipment or transportation In the open markat, or Interference by Governmantal action, or any olher
cause beyond the reasonable conirol of the Lesses, whether similar or dissimilar to the causes specifically montioned. If such
suspension occurs, the payment of any delay rental during such suspension shall ba excused and the lease lerm shall be axtended
for a period of time equal 1o the period of such suspension and any such extention of the lease lerm. Lessee may resume the
payment or tender of rentals in accordance with Paragraph 3 hereof after the period of suspenslon the proportionate part of the
rental for the rental year remaining after such period of suspension. Lessea's obligation to pay royalty on oil and gas producticn
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lesses would otherwise ba required 1o
surrender any of the leasad premises as an alternalive 1o the parformance of any obligation under this lease and such obligation is so
suspended, then so lony as such parformance is suspended under this paragraph or other provision of this tsase, Lessea shall not ba
required to surmender any portion of the leased premises.

. if the permission or approval of any govemnmentsl agency is necessary before drilling or other operations can be lawlully

-commenced on the leased premises, then if such permission or approval has been applied for at least thirly {30} days prior to the

data upon which such operations must be commenced under the terms hereof, the obtigation 1o commence such operations shall be
suspended until thirty (30) days after the governmental permil Is granted or approval given. §f such parmlt or approval is denled
initialty or at any fime during the approval or permitting process or is revoked after issuance, then so long as Lesses In good faith
appeals from such denial or revocation ¢r conducts further proceedings in an attempl to secure such pemmit or approval, the

obligation to commence such operations shall ba suspended until thirty (30} days atier such governmental permit is granled 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 {hereof as herein defined, and shall be released from all obligations thereafter arising
with respect to the premises surrendered and quitclaimed, and in the case of a partial sumender and quitclaim all of the rental and
drilling obligations shall be reduced pro rata. At any time after the completion of the first well, or any subsequent well on the leased
premises, Lessea may cease further drilling and if the full number of wells shall not have been drilled Lessee shall thereupon suen-
der, and this Tease shall thereupon lerminate as to ail of the leased premises, excep! drilling unils occupied by producing oil or gas
wells, each of which drilling units the Lesse may hold subject to the terms of this lease untit abandoned or untii the end of the term
thereof, and the axtended term, if renewed as hereinafter provided. Each of said driliing units shall, in each instance, conform to
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right to do such things as may bas necessary to keep such
drilling units in the highest productive state, inciuding the right to ream, clean out, deepen, re-work, re-drill, and to drilf new wells
thereon to other zones in oider to maintain or increase produciion, or 1o restore production if it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of this lease, and failure to resnady the default
within thirty (30) days after receipt of written notice from Lessor so 1o do, then at the option of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessee in and to said property shal! be at an end as to ali said properties, excepl that the
Lessea shall have the right 1o retain and hold under this lease the area surrounding each well producing or belng drilled, with respect
to which it is not in default to the same extent and with the same righis as provided in paragraph 19 hereof in the event of & surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall not be a waiver of any cther or
subsequent breach hereol, nor of any other covenanl or condition hereol.

21. Upon surrender by the Lessee of said leased premises in whole or in parl or upon the termination of the Lessee's righls and
interests in and to the leased premises, or any part thereof, in any manner herein provided, the Lessee will quietly and peaceably
surrender possession thereof to the Lessor and agrees lo release 10 the Lessor, ils successors or assigns, all right, titie and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee’s rights have terminated as herein provided. In the event
of a partial refease of the property so refeased shall be subject to the easements and rights of way herein provided for and dppurien-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall turnish fo the Lessor a map showing the location
of such easements and rights of way. H there are any rights, interests, ciaims, liens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone claiming under Lesseg at the time of the release, Lessee shall take such actions, steps and
proceedings as may be necessary o terminate and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do so at the sole expense of the Lessea, which expense, plus reasonable attorney’s fees, Lessee agrees {0 pay 1o Lessor
on demand. Upon request by Lessor, Lessee shall advice Lessor in writing that to the best of Lesses’s information, knowledge and
befie! no such rights, interests, claims, liens or encumbrances affect the lesse premises relaased by Lessee.

22. Derricks, buildings arnd other slruciures, 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 at such time exist in
respect of any payments or rentals or in respect of any covenants, agreements or conditions to be kepl or performed by the Lesses,
the Lessee shall have the right during the term herea!, or at any time within sixty {60} days after the dale of termination of this lease
to remove from the ieased premises all such personal property, except casing in water wells purchased by Lessor; provided, further,
that the Lessee may extend the time within which such perscnal properly may be removed for a period not exceeding six {6)
months from such dale of termination by paying to the Lessor monthly in advance a rentat of Ten Dollars {$10.00) an acre a month
for each twenty {20) acre subdivision uptn which any such personal property remasins, Any such personal propetty nol removed
from_said premises within said six (6) months' period shall become the property of Lessor.

23. The Lessee agrees to keep full records of the operations upon and production and sales of said substances from said
tnased premises independently of and separate from any other premises operated by the Lesses; to notify Lessor promptly of
discovery of any of said substances in the leased premises and 1o furnish 1o the Lessor on or before the twentieth day of each month
a trup statement, in {riplicate, of all production, detiveries and deduciions in a form satisfactory to the Lessor. All records of the
operations and productions and sales of said substances from said leased premises shall, &1 all reasonable times, be open lo the
inspection of Lssor's agents and representatives.

24. Lessea will keep an accurate log and casing record showing the progress of drilling, characier of lormations encountered
or drilled through, and casing in each well in which drilling shali have been done on the feased 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 subsurface surveys made of each
wali drilled under this lease. Lessee wil! furnish all reasonable facilities for making such observations, measuremants and recordgs as
the Lessor may desira and Lessor's duly sppointed agenls and representalives shall have free and full access at their sola cost, risk
and expense to all of the wells and works and to all property in and upon said leased premises.

25, Lessea agrees o conduct Lessee's operations 5o as 10 interfere as little as is consistent with the economical end ordinary
use of the premises for the purposes herein reserved by the Lessor; to lay and maintain all pipe lines not less than thirty-six inches
(367} below the sudace of tha ground; to fence all sump holes and excavations to safeguard livestock grazing on said land; to
provide subatantial gates &l points where fences are cut by the Lessee; and to use reasonable care and diligence to prevent the
overflow of ofl or water which may be delrimental to vegetation on those portions of the leased premises which are suitable for
grazing, agricultural or hodicultural purposes.

26. Leszse shall cammy on Lessee's operations hereunder in a careful and workmanlike manner. Lessea shall comply with any
and alf applicable valid statutes, ordinances and governmental orders and regulations penaining to the exercise of rights leased here-
under and shall furnish such evidence of Lessee’s compliance therewith as may be required by Lessor. Lessee shall furnish evidence
sallsfaclory to Lessor thal abandoned wells have been properly abandoned in compliance with applicable statutes, ordinances and
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~ 27. Upon termination of this lease in any mannar, or if any well Is abandoned the Lessee agrees o relevel the surface of the
property Involved, and to fill all abandoned sump holes and excavetions mada by Lesses; to remove all derricks, tanks and tank
supports, and if there are any pipe lines running from any abandoned well, or any other piace on tha property, the same shall be
removed it the Lessor deslres, and dilches opened up by removal of the pipe line and the ground made to conform to the natural

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

el olhér supports placed by Lessee or permitied by Lesses to ba placed on sald leased premises and which, In any manner, Interferé

_with the ‘use thereof.’

. 28 lessee agress lo release and to Indemnify and save harmless Lessor, the surface owner of said property, the: heirs,
personal representatives, successors and assigns of the surface owner, and any corporation affiliated with, owned or controlled by
Southern Pacific Company, a corporation, fromm and against any and all clalms, causes of action, liability, costs and expenses arising

6u1 of i'niuri&q to, or deaths of, all persons whomsoever, and loss of, or damage to, ali property whatsoever, directly or indirectly . -

“resulting from or caused by thé occupancy of, or operations of Lesses on, the teased premises o propaily adjacent thereto, or the -

. existence of oil wells, gas wells, derricks, pipe {ines or tanks or appurtenances thereof, used by the Lessea on said leased premises or
- property adjacent thereto, including, without limiting the generality ol the foregoing, the breakage of pipe lines, tanks or other

- equipment or the escape or loss of oll, petroteum preducts, gas, water or fire tharelrom. . g ’

. 28. Lessee agrees 1o pay before delinquency all taxes and assessmenls 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, malntalned or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belongling to
Lessor. Lessea may deduct up to one-sixth (1/6th) of the taxes and assessments on mineral rights [n the leased premises ja each
fiscal year, paid by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months’
period subsequent to the day and meonth in such fiscal year on which the first instaliment of such taxes and assessments become
delinquent. The above amcunt of the taxes and assessments for a particular fiscal year so paid shall be deductible only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinguency of the first
instaliment in such fiscal year, Lessee agrees 10 pay to Lessor annually, within fifteen days after demand, an smount equal fo five-
sixths of the real property taxes and assessments pald by Southern Pacific Land Company on the land overlying or occupled by the
leased premises {except on buildings, structures and olher improvement eon not owned, maintained or by Lessee) for the
fiscal year beginning July 1, 19, B2 | prorated from DEGEH:EER T' ﬂ?ﬂ‘ 10 Juna 30, 1% ﬁdand for each fisca!
year thereatter during the term of this fease, Lessee shall pay any production or severance tax compuled or based upon production
of oll, gas or other mineral substances which may be imposed by the Federal Government, the Stata of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessors shares of the taxes on the
nineral rights.

30. Either party may pay lhe entire amount of any delinquent taxes or assessments which shall constitule a fien on said leased
premises and which should have been paid before delinquency by the other perty as herein provided, and penelies and interest
thereon, and shall be entitled to reimbursement from the other parly of tha pan of the texes and assessments herein agreed to be
paid by such other parly, and oi the entire amount of tha penalties and interesl. Penallies and Interest en delinquent taxes and
interest on payments made pursuant to this paragraph shalt not be apportioned with the principal amount of taxes and assessments
in making such annual adjusiments, but shall be borne entirely by the pariy obligated to pay lhe tax or assessment before
delinquency.

31, Lessee shall not commence drilling into or through the leased. premises or construct, aller or repair structures or
improvements of any characler, excepl emergency repairs, upon said property unlil afier written notice thereof is given 1o Lessor.
Lessor may post and malntain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay in full
ali persons who perform [abor or services on, furnish materials joined or affixed to, or provide equipment for, said property, or the
construction, re-construction, repair or placement of any structure improvement on said property, al Lessee’s instance of request.
Lessee shall not permit or suffer liens of any kind or nature o be enforced against said property for such labor, services, materials or
equipment. Lessor shall have the right to pay any amount required to release any such lien or liens, or 1o defend any action breught
therson, and to pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs, damages and reasonabla

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

32. Lessee agrees to pay to Lessor interest al the rate of 10% per annum upon any and all amounts whatsoaver due under this
leass 1o Lessor from the date payment of each such amount is due and owing to Lessor or from the date of each breach by Lessee of
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each payment of said amounts, unless such payment
is tendered or pald fo Lessor within 30 days after the date a payment is due and owing hereunder to Lessor or the dale of such
breach, as the case may be.

33. If Lessor shall bring suit to compel performance of, or to recover {or breach of any ¢ovenant or condition herein contained,

or for declaratory relief, and prevails therein, Lessee agrees to pay lo Lessor reasonable atiorney fees in addition to the amount of
judgment and costs.

34. All payments 10 the Lessor shall be made to il at One Markel Plaza, San Francisco, California 84105, but Lessor may at any
time by notice to Lessee change the place of paymentl

35. Any demand, notice or statement herein requesied or required 1o be given by one pary 1o the other shall be in writing.
Delivery of such writlen nolice or statement to Lessor shall be conclusively taken as sufiicient if and when deposited in the Linited
States Mall, with postage thereon fully prepald, cerlified or registared, eddressed to Lessor al One Market Plaza, San Francisco,
Califormia 105, and delivery of such notice or statement to the Lessee shall be conclusively taken as sufficient il and when
deposited in 12 United States Mail, with postage thereon fully prepaid, certified or regisiered, addressed o Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorade 80202 Any party herelo may, by written notice, change his er its address to which such
demands, notices or statements may be sent.

38. This instrument is & lease and is not and shall not ever be held or interpreted to be a mining partnership or parinership of
any Xind, or in any sense whatsoever, the intention of the parties herelo being to establish and create hereby between themselves
only the relationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenants, reservations and
sgreements herein set forth.

37. itis agreed that in case Lesses shall, excapt by Lessor, be lawfully deprived of the possession of sald premises, or any part
thereol, Lessee shall notify Lessor in writing setting forth in full the circumstances in relation theretoe, whereupon the Lessor may, at
its option, either reinstall Lessea in possession of the leased premises or terminale this lease as o the premises or the part thereof,
the possession of which Lessee is 50 deprived, by giving nofice in wriling to the Lessea to that effect and at the same time paying, or
tendering with such notice, to the Lessee the sum of One Hundred Dollars {$100.00), plus the pro rata amount of any rental, therelc-
fora pald in advance by the Lessee under the provisions of paragraph 3 hereof and applicable lo said premisas, or such portion, for

the unexplred 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 bankrupl, or shall make an assignment for the benefit of creditors, or fila & voluntary petition
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: under any [aw (havmg for its purpose lhe adjudication of Léssee a bankrupt, or the extension of time of payment, composition,

-—'adjustrnent rnocld’caliun ‘settlement o satisfaction of the liabilities of Lessea), or a receiver be appointed for the property of Lessee -
by reason. of the insolventy of Lesses, notwithstanding anything o' thé centrary elsewhere in the lease, Lessor shall have the

lmmed‘ ate nght to terminate this leasa and 1o take exclusive possession of the léased premises. The acoeptanc:a of rent or other -
payments for the use of the leased premlses shall not constitute a waiver of Lessor's right to terminate this lease as above set {orth, If ;
there are two’ or mure Lesseas hereunder, or if Lessee is a partnership, then iha right of Lessor 1o terminate the antire léase shall be. - .0’
‘exarcisable in casa ‘any one of the Lessees of partners is adjudged a _bankrupt or becornﬁ subject to or parllmpales |n any o!her P
proceedmgs or procedure hemln menticned. )

ey 39 I, at the, exp[ratlon of the term of this lease, any wells are being diilled by Lessee on lhe leased premlses or any exlslang P
'7'._we!ls are producmg or capable of prodaclng oil or gas in paying quantities, but are not being produced for reasons authorized under - " .
- this lease, Lessee shall have the option’ of renewing this lease as long thereafter as stich substances are prodiiced or capable of -
.~ being produced to include drilling units &s defined In paragraph 3 heieof, occupled by wells producing in paying quantities or wells”
. in process of being drilled 'on the same acreage specified in paragraph 3 hereof, together with the same rights provided for'in
paragraph 19, cn and subject to the same royallies, tarms, covenants and conditions as are herein specified; provided, written notice
from Lessee of such renewal shall be received by Lessor nol more than six (6) months nor less than thirty (30) days pnor 1o the
axplmtlon of the original term hereof. '

40, This Jease shall inure to the benefit of and be binding upon the respective hefrs, edminisirators, execulors. successors end -
assigns of the parties hereto, but no assignment of this lease, or any sub-lease or agreement atfecting this lease, or the leasad .
. premises, or any inlerest therein, shall be valid, unless made with the consent of Lessor in writing, and no change in ownership in the '

tand or in the rentals or royalties shall be binding on Lessee until Lesses shall have received written notice of such transfer or
assignment.’ Al covenanls, agreements and stipulations herein contained shall run with the property. -

41. I there be more than one Lessee named herein the letm “Lessee”™ shall designate the plural number, and the obligations of
the Lessea hereunder shall be joint and several «

42. Time is of the essence of this lease.

43, Whare Where is a gas well or wells on the leased premises or acreage unilized thereviith at any time during which this lease
is in effect, and such well or wells are shut-in, Lessee shall pay as royalty to Lessor the sum of $1,280. per well-par year, Said
payment is due on or befora ninety (90) days from ihe date of shut-in er the date on which the leased premises or a portion thereof
are unitized with lands on which there is a shut-In gas well, and therealler on or before the anniversary dale of such payment during
the period such well or wells are shut-in. Upon sald payment it'shall be considersd thal such well or wells are praduting gas in
commercial quanitites for all purposes hereunder.

IN WiTNESS WHEREOCF, the parlies hereto have caused these presents to be executed as of the day and year first hereinabove
writlen.

SUN EXPLORATION
SCUTHERN PACIFIC LAND COMPANY : AND PHODUCTION COMPANY READING. & B TES PETHOLEUM Cco.

B)'-M By: (yﬁéygm%w Er,{/'

CHARLES R. MANGU its: R G, Uitle, Yicé Pregidentiands

Attest

STATE OF OKLAHOMA
COUNTY OF TULSA

Thé,fprégomg instrument was acknowledged before me on this 18th day of February, 1983,
by R; C L-ITTLE - 8s, V]CE PRESIDENT, LANDS of READING & BATES PETROLEUM CO.

o h;-".-i ‘

: . {WITNESStychand, W2l seal.
'f«zr:ﬂ:h-_:“'a i %Wn“«f%-&"
N el s

Lynne E. Plumiee - Notary Public :
1100 Mid-Continent Bidg., 409 S. Boston Ave.
Tulsa, Oklahoma 74103

ATATE OF Coloredo
GO!JF"! or Denver

. The fore
‘of Janiar cknowledged befors me on this ‘i17th day

g0ing instrument was g
1983, b
of SON" mmunon AND monugrmwcmﬂ- AGENT _AKD ATTORNEY-1R -m:r

Rotlry Pubne *(’é

1801 Broadway, Saite 1
_G-Denver. Colorado sozggo
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Subdivision
All

*  All
All

% A1l

* All

TOTAL

STATE OF CALIFORNIA
City gnd Couniy of San Francisco

VAttaChEdiFo'and made“a.par#'og“that céftain ééféemegfii \

COMPANY and 'READIN__G .& BATES PETROLEUM CO,.

MDM
Sec. Twp. Rge.
5. 28N 49E
9 28N 49K
17 28N 498
31 298 49E
35 29N  49E

MOTAG0 s

53

onmis_20th __ doyef

before me, SAMES W, WATT, ¢ Norary Public in and Jo

{0nng Barket Plara)

INGIFAL
RN G

./'J?'./y‘./:l‘./?‘

. VIATT

JAMES
NOTARY PUBLIC- CAUFDRI‘;IA
Py 8 B
AN FRINCISCO

Commingta Expims_hiot 2% 16E3
e A e

Cotporation

My Commission Expiret June 24, 1983

R. A. Berger

¢ she City ond County of San

datgd'December 1", 19a2 betWEEh -

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION'AND'PRODU'CE'ION

_Acres

641.40
640.00
640.00
608.80
640,00

“ .
Kl

Two

in the year One Thousand Nine Hundwdand Eighyy =2~ _
Francisco, State of California, personally appeared

Vice President and General Manager

personclly knowr [o me tor proved to me on the Easis of satisfoct
executed the within instrument as presideni (or secrelary) or on behalf of

named and ceknowledged to me that the Corporetion execuled it

IN

office.in the Ciiy and County of San Francisco, 1

wriifen.

Noiaty

WITNESS WHEREOF, 1 kave hereunto set my hand and affived my afficial seal ot my
ke day and year in this cestificate Jirst above

Pubirefn and for the City and Coumy of San Francisco, State of Calilurnia,
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