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THIS LEASE, ‘'m&da_in yp[]cala,,lhis B day of ,_}JEGEH:BEB.—_. et by
. : UTHERN .PACIFIC _LAND. COMPANY, . a Callfornia ‘carparation, - herem_aﬂer called "Lessor‘ “and: SUN'
t and READING & - BATES PETROLEUM CO. as.

That Lessor, In con=ldera'linn of the. obsarvance and fajthful per!ormance by Lessee ot aII lha pmv[slons oontamed hernein,: *
¢ ezeby Iease to Lassae for ths term and Jpurposes hcreinafter set fonh all that certaln property. sometimes heramaﬂer refarn.fd
io &% '!easad premtses" in the COunty of. EURERA ., Stats of NEVADA - S, mo{a pamculady_; e
descﬂbed on’ Exhibh "A" attached hereto and made a parn hereol : . k- '

b e

Subiect i3 easements, leases and restrictions affecting sald property.
) . For the purposes of this laase, Lessee shall have tha right {subject to the provisions hereof and to tho extent of Lessor's
ownership thereol} to explors, arill for and to produce, extract, take and remove all ofl and gas herelnatier referred to as ‘substances’,
_contained In said proparty, 1o store said substances upon said property, to locate, erect, construct, maintain, replace and operate
" upon and In said property such facilities. and structures {excep! cefineres or tepping gas plants) as may be necessary in the
produciion, treatment, storage or transporiation of sald substances from sald property, and to approprials and uss such water as -
'nwybenecessaryiormeabovaoperatlons. o
" . Reserving unto Lessor, {5 successors and asslgns, the right to construct, mafntain and use ditches, flumes, roads, trails, tracks
. 'and pipe, telegraph, telephone. signal, communication and powar lines in, upon, over and ecross sald property and the right louse .
sa]d property for any and all other purposas consistent with the rights harein leased 1o Lessea.
T & Tha term of this lease shall ba lor twenty-five {26} ysars, trom and atter the __PIRST _ _ day of DECENBEE.,
-_-19_82.. unfess sooner terminated or forfelled, either In whole or i pary ue hereinafter provided,

A L&ssee agreas to psy 1o Lessof & cash rental of 6. 397.5% in advanee on tha date of delivary of thls teasa for the
of the term hereof, and annually thereafter, on or bofore tha first day of sach suocessiva year

'ifrslyear

of the tarm hereo! a cash mnml of $2.00 an acra per.annum in advance, provided that rental ghall not accrue or be payable for:
(a)each "dniling unit* Upan which there is a preducing off .or gas well on the date when rental Is payables,
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(b}each 640 acra suadivision within the boundaries of the leased premises on which drilling is in progress on the date when
rental is payabls, or

{c)each 640 acre subdivision upan which there is a producing
quantities on the leased premises or within offset distance,
provided in paragragh 15, thal ¢
leased premises, or

{d)each “drilling unit” on which thera Is a producing oil or gas well, for any period during which Lessee Is prohibited by law, or

by the orders, rulss or regulations ol a compatent administrative authority, constituted by law and not by voluntary
agreement, from producing said substances therelrom.

gas well on such date if ne oil has been discovered in naying
r @s provided in paragraph 16, and Lessea has detr -, 8s
onditions are not such as o indicate a reasonable probability of the discovery of ¢ . on the

Unless otherwise designated [n an official drilling and spacing order of e regulatory authority having jurisdiction of tha state
in which the leased premises ate located, a “drilling wnit” as used in this lease shall be:

{1) a twenty acre subdivision, or less, if the average depth of ihe producing interval of wells drilled for oii shall not be more
than four thousand (4,000} feet; R
{2)a forty acre subdivision, or less, it the averaga depith 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 North, South, East or West half of a legal Government forty {40) acre subdivision, a forty (40} acre subdivision as used
hesein shall be a legal Government forty (40} acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shall be
a legal Government one hundred sixty {160) acre subdivision, all according 1o the United States survey.

4, Excep! as herein otherwise provided specifically including Section 19 of this lease, ihe Lessee shall commence drilling an oil
or gas well on the leased premises on or before five years from date hereot (referred to in Section 4 as “said date”), and shall
continue the work of drilling such well with due diligence until completion. Afler completion of the {irst well, Lessee shall commence
drilling another well on said leased premises within one hundred twenty {120) days and shall conlinuously operate at least one string
) of tools in drifling wells on the leased premises, allowing one hundred twenty {120) days between the completion of one well and the
commencement of the next succeeding well until one oil or gas well producing from each preductive zone has been completed to

: each drilling unit; provided, however, that if any well completed before said dale shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drifling the next weil at any time bafore said date. Nothing herein
shall limit the number of wells which Lessee may, at Lessee’s option, drill in excess of the number herein speciied, or the depth to
which any well may be drilled if Lessee should elect 1o drill below the depth specified. If Lessee has rniot commenced drilling of an oil
or gas well on ihe leased premises on or before five years fram the date hereo!, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso facto terminate.

5. A well shall be deemed completed when (a) formations or mechanical diflicullies are encountered which, in Lessee’s
judgement, would render further drilling of said well unptefitable of unsuccessiul, and because of such fact active drilling operations
therein are discontinued, or (b) it has been drilled 1o basement rocks, and active drilling operations thereon are discontinued, or
{c) Lessee has ceased drilling operations thereon and it has been put on regular production and is producing oil or gas in quanitites
deemed by Lessee sufficient to pay to pump of otherwise securg and save.

6. Except as hereinafier provided, Lesses shall deliver 1o Lessor, as royalty, one-sixth {1/6th) of the net oil, petroleum and ather
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shell be subject to deduction from the gross product; the quantity that may be consumed in the Lessee’s
operations hereunder, and atter making deductions for temperature at 60° Fahrenhell, bottom setllings and moisture according to
the American Petroleum institute methods.

7. Lessee agrees to pay to Lessor as royalty one-sixth {1/6th) of the value of niatural gas produced ang 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 welis on the
leased premises, but nothing in this agreement shall require the Lessee to save of market fiatural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a market at the well theretor. Such value shall ba determined by deducling from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering tha same 1o the pipa line of the
purchaser on the leased premises. Lessee shall not be required to pay royalty for any natural gas or residual dry gas used in Lessee's

! operations on the lsased premises. Lessee shall not use any nalural gas of residual dry gas off the leased premises unlass and until
tha Lessor and the Lessee shall first agree upon the price to be paid to the Lessor for its one-sixth (1/6th) share of such gas.

8. (a) If the wet gas produced {rom said premises is processed for the purpose of manulacturing natural gasoline and/for other

i petroleurn products then Lessee shall pay 10 Lessor one-sixth (1/6th} of the tolal value of all natural gasoline and/or other petroleurs

- products recovered and saved from said gas, fess the cost of producing and selling the same, which cost shall include the expense ot

operating and maintaining the plant and facilities used in the gathering and processing of said wel gas and the storage and shipping

of said gasoline andfor other petroleum products. In no event, however, shall the total of said cost of produting and selling exceed

fifty (50) percent of the total valug of all naturat gasoline andfer cther petraleum products recovered and saved from said wet gas

computed in the manner hereinafter set forth. In computing the valug of said gasoline and/or other petroleum praducts the gasoline

1 andfor other petroleum products shall, if sold by Lessee to third parties, be valued at the respective net ex-tax prices received by

Lessee ‘rom the sala ihareof at the plant or plants where produced. H said nasofine and/or other petroleum products are relained by

Lessee for Lossee’s 0w USE, such products shali be valued at the respective ex-lax prices posied or established for nalural gasoline

of like Reid vapor pressure and/or for other peltoleum producis of the same quality produced in the same field during the same

calendar month.

3 {b) If any wet gas produced {rom said premises is sold by Lessee for the purpose of manufacturing nalural gaseline and/or

‘ other petroleum products on a basis wherghy a royally thesain is reserved to Lessee, payable in money, then the Lessea shall pay 10

- the Lessor one-sixth (i/6th} ef the total amount of the royalty so reserved to Lessee, provided, however, that the amount of royalty to
be paid to Lessor hereunder shall be not less than one-sixth (1/6th) of fifty (50} peiééhT‘bFlhﬂolaWalua'oi-sud'n—produds—so++
manufactured. ;

{c) In the event wet gas produced from said premises is sold for the purpose of manufacturing natural gasoline and/or other

petroleum products on a basis whereby a quantity of the natural gasoling and/or other petroleum products recovered therefrom is

reserved 1o the Lessee as royally payabie in kind, then Lessea shall pay to the Lessor one-sixth (1/61h) of the total value of said

natural gasoline and/or other petroleum products 50 reserved to Lessee, provided, however, thal the tolal amounl to be pax to

Lessor hereunder shall be not less than one-sixth (1/6th) ot fifty (50) percent of the total value of such produtis so recovered.

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

9. Unless Lessor shall elect 1o receive Its royally off in kind, the Lessea will purchase tha royaliy oll from the Lessor {a) &t the
highest posted avallable market price of the ofl at the well, or In the field in which the wells are situated (eHective at the time of
removal from lease tanks) of all such oll so produced and saved by the Lessed 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 pravailing markel price at the well or in ’
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the field {effective at the time of remwval from lease tanks) of such oll, or (c} in the absence of a prevailing market price the actual
prica recaived by Lesses for such oil as said wells, or {d) In tha absence of sales by the Lessese at the wells the reasonabla value of
such oll; provided, however, that if the Lessee disposes of such oit at a price, Including bonus, In excess of the posted or prevailing
markat price, the price to be pald for such royalty oil by the Lessee shall be the same prics, inctuding bonus, received by Lessea.

10. At Lessor's option, exerclsed not oftener than once in any one (1) calendar year, and upon sixty {60} days' previous written
notlce._ the Lessee will deliver the kind, free of cost to Lessor, the said royaily oil, Should Lessor require that royalty oll be delivered In
kind, Lessee, if requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sufficlent to hold an

- accumulation of not to exceed thirty (30} days' preduction of royalty ol and will place said royalty olf in storaga for the Lessor in said
_fanks as and when It is produced. Lessee shall ba in no manner responsible or held liable for toss or destruction of such stored oil

belonging to Lessor from causes over which Lessee has no control. Lessor agrees to remova the royalty oil so stored from said tanks
as often as may ba necessary to keep sufficlent space available in said tanks for current accumulations of royalty oil. No royalty shall
he dua the Lessor for or on account of oil lost through evaporation, leakage or otherwise prior to the removal of same or delivery to
Lessor, if royalty oil shall be delivered in kind. If Lessea purchases the royaliy oil, the Lessee may deduct therefrom a proponticnate
part of the actual reasonable cost of treating unmerchantable oil produced from the leased premises o render the same merchant-
able only in the evenl, however, that such oil is trealed by the Lessee on or in the immediate vicinity of 1he leased premises. If the
Lessor shall elect 1o receive royalty oil ir kind, such royalty oil shail be of the sama quality as that removed from said ieased premises
for the Lessee’s own 2ccount, and if Lessea's own oil shall be treated before removed, Lessor's oil will be treated therawith befora
delivery thereof to the Lessor, and Lassor in such event, shall pay a proportionate part of such reasonable cost of treatment.

11. All royalties payable and the prica for all such substances which shall be sold to the Lessee hereunder, under the terms
hereot, shall be paid by Lessee to Lessor on or before the twentieth day of the calendar month next succeeding thai in which delivery
of such substances shall have bean made to the Lessee under such sale, and all royaity 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 substances removed from or
stored upon the leased premises, and upon any improvements and personal property of the Lessee upon sald leased premises.

13. Subject 1o the terms and provisions of Section 43 of this lease, each producing well, as soon as compleled by the Lessee,
shall be placed upon production and shall thereafter be operated by Lesses diligently and continuously, and in accordance with
sound oil field practice. Lessee, from time to ime as necessary, shall clean out {he wells and do any and all other work required 1o
keep them In condition for production and the extraction of oil and gas therefrom to best advaniage. Except as herein otherwise
provided, the Lessee will keep each well drilled on the properties covered by this lease producing to capacity consistent with good
operating practice.

14. This Lease sha!l be subject 1o all laws, slalules, rules and regulalions herelofore or hereafler enacled or promulgated to
control, suspend or consarve oil or gas and oil or gas operations, and, alse 1o any general agreement which Lessco may in good faith
enter into with other operators in the field in which the leased premises are situated, for a like purpose; and if compliance by the
Lessee with such laws, statules, rules or regulations or with any such agreement shall hinder, delay or interfere with the carrying oul
of any provisions of this lease, Lessee shall not be considered in default or be liable to Lessor for any damage or injury sufiered or
sustained on account thereof, nor shall Lessee’s rights be subject 1o forfeiture by reason thereol, notwithstanding any provisions of
this lease; provided, that such agreemants affecting the leased premises shall not be for periods greater than one {1} year without the
Lessor's written consent, and provided, turther, thal no such agrsement shell authorize Lesses to discriminate against sald leased
premises in favor of any other properiies owned, leased or operaled by lhe Lessee in the same field, nor excuse such discrimination
either in the drilling or producing obligations of ihe Lessee hereunder. Lessee will furnish Lessor with copies of any written
agreement for the voluntary curtailment of said preduction, and if there ara no such agreements, tessee shall furnish Lessor with
copies of orders of the Qil Umpire, or any other authority having the power to make ordets for voluntary curtailment. The Lessee
shall not be considered in default because of any acts done pursuant to or ineliance of any law or statute, rule or regulation, here-
afler deciared unconslitutional or vold prior to a determination of such unconstitulionality or lnvalidity by a counl of last resort.

15. If gas is discovered in any well in paying quantities and Lessee shall delermine that conditions are not such as to indicate a
reasonable probability of 1he discovery of oil on the leased premises, then the Lessee shall operate the feased premises for the
production of gas In such event, the drilling obligations shall bs reduced s that the Lessee shall be required to drill not more than
one well to each one hundred sixty [160} acres, or major fraction thereof. For the purpose of this lease, a gas well shall be any well
producing gas only or producing &1 a gas-oil ratio in excess of fen thousand {10,000} cubic feet per barrel, and an il well shalt be
any well producing at a gas-oil ratio of ten thousand (10.000) cubic feel per barrel or less; provided, however, that any well, the liquid
production from which Is a result of relrograde condensation, shall be considered & gas well regardless of the gas-gil ratio. i, at any
later period. oil shall be discovered in paying quantities on the leased premises or in the event that cil 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
<hall revive as an off lease, and all of the conditions herein stipulated as 1o drilling for oii shall become effective commencing wilh
such discovery of ¢il, Provided, however, the foregoing terms and provision of this Section 15 shall be subject o {i) the applicable
rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are located, and (i)
Section 3, 14 and 26 of this lease.

16. Subject te the terms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and completed in & zone the average depth of which is less than four thousand {4.000)
feel and within three hundred thirty {330) feet, or is completed in a zone the average depth of which is greater than four thousand
{4,000} 1ei and within six hundred sixty {660} feet, or in the evenl that a gas well is completed on adjeining property which is not
unitized with Lessor lands wilhin thirteen hundred twenty {1,320}feet of the exterior [imits of any property &t the time embraced in
this lease in each inslance and oil or gas is produced therafrom in paying quanitiles for a period of thirty {30) days, and the drilling
requirements under this lease are not fully complied with,and the owner of such well shall operate the same and marke! the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the leased premises wilhin tha applicable oHset distance
from the common boundary ling, the Lesses agrees to offset such well by the commencement of drilling operations wilhin sixty (60)
days thereafier in the leased premises; and complete il at approximalely the same distance from the common boundary line as said
well on the adjoiring property is completed, and proceed diligently and continuously to drill and complete said ofiset well to the zone
trom which such well on the adjoining property is producing; provided, however, that in the event Lossea is drilling an oil or gas well
upon the leased premises at the time of discaovery of oil or gas on the adjoining property, the time for commencing the drilling of an
offsat well shalt be extended until ninety (80) days afler the completion or abandonmenit of said well then being drilled by Lessee on
the leased premises; provided, howaver, that in no event shall sald time be extended beyond six (6} months afler ihe complelion of
the well on the adjoining property. For the purpose of satistying drilling obfigations hereunder, offset wells shall be considered as
other wells required to be dritlled hereunder, provided, always that Lessee agrees 1o space oil or gas wells on tha leased premises
according 1o the sama spacing of ofl or gas wells on the adjoining property in order properly and effectivaly to offset production from
welis on such adjoining property and prevent drainags from the lpased premises.

17. Drilling &nd producing operations hereunder mey be suspended while the price offered generally to producers in the same
fietd for oil of & gravity of 14* American Petroleum Institute Scale, or of any higher gravity, at 60° Fahrenheit shall fail below One
Dallar ($1.00) per barra! at the wells; provided, howsver, that drilling or production from offsat wells shall not be suspended on the
leased premises unless the offsetiing wells on the adjoining premises alsc discontinue producing.
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18. Any obligations, covenants or condilions imposed upon the Lessee shall be suspended only while Lessee’s compliance Is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, ricts, delays in transportation, inability to
secure materials, labor, drilling equipment or transportation in the open market, or inlerference by Governmental action, or 2ny other
cause beyond the reasonable control of the Lessee, whether similar or dissimilar 1o the causes specifically mentioned. If such
suspension occurs, the payment of any delay rentsl during such suspension shsll be excused and the lease term shall be extended
for a pericd of time equal to the pericd of such suspension and any such extention of the lease term. Lessee may resume the
payment or tender of rentals in accordance with Paragraph 3 hereof after the period of suspansion the proportionate part of the
rental for the renta! year remaining after such period of suspension. Lessee's obligation o pay royalty on oil and gas production
produced, savex] and marketed shall nevar be suspended under this paragraph. Whenever Lesses would otherwise be required 1o
surrender any of the leased premises as an aiternative to the performancs of any obligation under this lsase and such obligatlon is so
suspended, then so long as such performance is suspendad under this paragraph or other provision of this lease, Lessea shall not be
required to sumender any portion of the Jeased premises. . B

if the permission or approval of any governmental agency is necessary bafore drilling or other operations can be lawfuily
comimenced on the leased premises, then if such permission or approval has been applled for at least thirty (30) days prior to the
date upon which such operations must be commenced under the terms hereol, the obligation to commence such operations shall be
suspended until thirty {30) days after the governmental permit is granted or approval given. If such permit or approval is denfed
initially or at any time during the approval or permitting process or is revoked after issuance, then so long as Lessee in good faith
appeals from such denial or revecation or conducts further procesdings in an attempt to secure such permit or approval, the

obligation to commence such operatiens shall be suspended until thifty (30) days after such governmental permit is granted or
approval given.

18. The Lessee may, al Lessee's oplion, at any time surrender and quitclalm this lease as to all of the leased premises or as to
eny one or more twenty (20) acre subdivisions thereof as herein defined, and shall be released from all obligations thereafter arising

with respect to the pramises surrendered and quitclaimed, and in the case of a partial surrendar and quitclaim all of the rental and .

drilling obligations shall be reduced pro rata. At any time after the cempletion of the first well, or any subsequent well on the leased
premises, Lessee may cease further driliing and if the full number of wells shall not have been drilled Lessee shall thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling units occupied by producing oil or gas
wells, ezch of which drilling unils the Lesse may hold subject to the terms of this lease until abandoned or until the end of the lerm
thereof, and the extended term, if renewed as hereinefter provided, Each of said driliing units shall, in each instance, conform o
subdivisions as defined in paragraph 3 hereof. Lessee shatl have the right to-do such things as may be necessary to keep such
drilling units in the highes! productive state, including the right to ream, clean out, deepen, re-work, re~dnill, and to dnili new wells
thereon to other zones in order to maintain or increase production, or to 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 [ease, and failure to remedy the defaull
within thirly (30) days after recelpt of writlen notice from Lessor so to do, then a! the option of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessea in and to' said proparty shall be at an end as to all sald properiies, except that the
Lessea shall hava the right to retain and hold under this lease the area surrounding each well producing or being drilled, with respect
to which it is not in default 1o the same extent and with ihe same rights as provided in paragraph 19 hereof in the even? of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shail not be a waiver of any other or
subsequent breach hereof, nor of any other covenant or condition hereof.

21. Upon surrender by the Lessee of said leased premises in whole orin part or upon the termination of the Lessee's righls and
inlerests in and to the leased premises, or any part thereof, in any manner herein provided, the Lesses will quielly and peaceably
susrender possession thereof {o the Lessor and agrees 1o release to the Lessor, its successors or assigns, all right, titte and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee's rights have terminated as herein provided. tn the event
of a partial release of the property so released shall &e subject to the easements and rights of way herein provided for and &ppurten-
ant to any part of the leased premises retained by the Lessee, and the Lesses shall furnish to the Lessor a map showing the location
of such easements and rights of way. It there are any rights, interests, claims, liens or encumbrances conveyed, created, dong, made
or sutfered by the Lesses, or anyone claiming under Lessee at the time of the release, Lessee shall take such actions, steps and
proceedings as may b2 necessary o terminate and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do so al the sole expense of the Lessee, which expense, plus reasonable atlomney’s fees, Lessea agrees to pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in writing that to the best of Lessea’s informaticn, knowledge and
belief no such rights, interests, claims, liens or encumbrances affect the fease premises released by Lesses.

22, Derricks, buildings and other structures, 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 paymentis or rentals or in respect of any covenants, agreements or conditions to be kept or performed by the Lessee,
the Lessee shall have the right during the term hereof, or at any time within sixty (60) days after the date of termination of this lease
1o remove from the leased premises atl such personal property, except casing in water wells purchased by Lessor; provided, further,
that the Lessee may extend the lime within which such personal property may be removed for a period nol exceeding six {6)
montns from such date of termination by payirg 10 the Lessor monthly in advance a rental of Ten Doflars {$10.00) an acre a month
for each twenty (20) acre subdivisicn upon which any such personal property remains. Any such personal property not removed
fror said premises within said six (6) months’ peried shall becoma the property of Lessor.

23, The Lessco agrees to keep full records of the pperations upen and production and sales of said substances from said
leased premises independenily of and separate from any other premises operated by the Lesses; to notiy Lessor promplly of
discovery of any of said substances in the Seased premises and to furnish 10 the Lessor on or before the twentieth day of each month
a {rue stetessert, in Wiplicate, of afl production, deliveries and deductions in a form satisfactory 10 the Lessor. All records of the
operations »rd proouctions and sales of said substances from said leased premises shall, at all reasonable times, be open 1o the
inspection ol Lessor's agents and representatives.

24. Lessee will keep an accurale log and casing record showing the progress of drilling, character of formations encounterad
or drilled through, and casing in each well In which drilling shall have been done on the leased premises, and furnish Lessor & copy
thereof upon the completion of or the abandonment of each well, and a trua copy of all surface and subsurface surveys made of each

well drilled under this lease. Lesse2 will furnish all reasonable facilities for making such observations, measurements and records as

the Lessar may desire and Lessor's duly appoinled agenis and representatives shall have free and full access at their sole cos\, risk
and expense to all of the wells and works and to all property in and upon said leased premises.

25. Lessee agrees lo conduct Lesses'’s operations so as to Interfere as little as Is consistent with the economical and ordinary
use of the premises for the purposes hersin reserved by the Lessor; to lay and maintain ail pipe lines not less than thirty-six inches
(36"} below tha surdaca of the ground; to fence ail sump holes and excavations to safeguard livestock grazing on said fand; to
provide substantial gates at points where fences are cut by the Lesses; and 1o uso reasonabla care and diligence to prevent the
overflow of oil or waler which may be detrimental 1o vegelation on those portions of the leased premises which are suilable for
grazing, egricuftural or horticuliural purposes.

26. Lessee shall carry on Lessee’s operations hereunder in a careful and workmanlike manner. Lessee shall comply with any
and all applicable valid statutes, ordinances and governmental ordars and regulations periaining to the exercise of rights leased hare-
under end shall fumish such evidence of Lessea’s compliance therewith as may ba required by Lessor. Lessea shall furnish evidence
satistsctory to Lessor {hat abandaned weils have been properly abandoned In compliance with applicable statutes, erdinances and
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27. Upon termination of this ease in any manner, or it any wall is abandoned the Lesses agrees to relavel the surface of the
property involved, end to fill all abandoned sump holes and excavations made by Lessee; to remove all derricks, tanks and tank
supports, and If there are any pipe lines running from any abandoned well, or any cther place on the property, the same shall be

~ removed if the Lessor desires, and dilches opened up by removal of the plpe line and the ground made to conform to the natural
" contour. Lessed will also remove all cement blocks or foundations which may have been pfaced on the leased premises, and any and

all other supports placed by Lesses or permitted by Lessea to be placed on said leased premises and which, in any manner, interfare

“with' the use thereof.

- 28 Lassee'a_raas to release apd 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 controlied by

‘Sauthem Pacific Compdny, a corporalion, from and against any and all claims, causes of action, liability, costs and expenses arising
-out of Jnjurles to, or deaths of. all persons whomsoever, and loss ol, or damage to, all property whatscever, directly or indirectly
“resulting from or caused by the occupancy of, or operations of Lesses on, the leased premises or property adjacent thereto, or the

existence of oil wells, gas weils, derricks, pipe lines or tanks or appurtenances thereol, used by tho Lessee on sald leased premises or

‘property sdjacent therelo, Including, withoul limiling ihe generality of the foregoing, the breakage of pipe lines, tanks or other

eguipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

29, Lesses agrees to pay belore delinquency all taxes and assessments which have been or shall be levied and assessed on tha
mineral rights in the leased premises, and on the buildings, structures, equipment and other personal property or improvements
placed, malntalned or used by Lesses on the leased premises, and on the mineral substances stored thereon and not belonging to
Lessor. Lessee may deduct up to ane-sixth (1/6th) of the taxes and assessments on mineral rights in the Jeased premises in each
fiscal year, paid by Lesses, from the royalties due and payable to Lessor for preduction during each successive twelve months’
period subsequent to 1he day and month in such fiscal year on which the first instaliment of such taxes and assessments become
dalinquent. The sbove emount of ths taxes and assessmenis 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 delinquency of the first
instaifmant in such fiscal year. Lesses agrees to pay to Lessor annually, within fifteen days afler demand, an amount equal to five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or ocCupied by the
leased premises (excepl on buildings, structures and olhe%rovemenls tlﬁmsreon not owned, maintained or g.ged by Lessea) for the
fiscal year beginning July 1, 19_82 | prorated from DECEMBER 1, 19 to June 30, 19 and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any produclion or severance tax compuled or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Government, the State of California, orany of its
political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either parly may pay the entire amount of any delinquent taxes or assessments which shall constilute & lien on said leased
premises and which should have been paid belore delinquency by the other party as herein provided, and penallies and interest
thereon, and shall be entitled 1o reimbursement from the other party of the pari of the taxes and assessmenis hersin agreed to be
paid by such other party, and of the entire amount of the penallies and interesl. Penalties and interest on delinquent taxes and
interesi on payments made pursuant to this paragraph shall not be apportioned with the principat amount of taxes and assessments
in making such annual adjustments, bul shall be borne entirely by. the party obligated 1o pay the tax or assessment belote
delinquency.

31. Lessee shall nol commence drilling irto or through the leased premises or construct, alter or repair structures or
improvements of any character, except emergency repairs, upon said property until after written notice thereof is given to Lessor.
Lessor may post and maintain upon the leased premises nolices of non-responsibility as provided by law. Lessee agrees to pay in full
gll persons who perform labor or services on, furnish-materials joined or affixed 1o, or provide equipment {or, said property, or the
construction, re-construction, repair or placement of any structure improvement on said property, at Lessee’s instance or request.
Lessee shall not permil or suffer liens of any kind or nalure to be enforced against said property for such labor, services, materials or
squipment. Lessor shall have the right to pay any amounl required 1o refease any such lien or liens, or 10 defend any aclion brought
thereon, and 1o pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs, damages and reasonable

attomey’s fees, and any amounts expended in defending any proceedings, or in the payment of any of said tiens or any judgement
obtained therefor.

32. Lesses agrees 1o pay to Lessor inleresi at the rate of 10% per annum upon any and all amounts whatsoever dus under this
leasa 1o Lessor from the date payment of each such amount is due and owing to Lessor or {rom the date of each breach by Lessee of
an obfigation hereunder, as the case may be, to the date of recelpt by Lessor of each payment of said amounts, unless such payment
is tendered or paid to Lessor within 30 days afier the dale a payment is due and owing hereunder (o Lessor or the date of such
breach, as the case may be.

43, If Lessor shall bring suit 1o compel performance of, or to recover for breach of any covenani or condition herein contained,

or for declaralory relief, and prevails therein, Lessee agrees lo pay to Lessor reascnable attorney lees in addition to the amount of
judgment and costs.

34, AYi payments to the Lessor shall be made to il a1 One Markel Plaza, San Francisco, California 84105, but Lessor may al any
time by nolice to Lesses change the place of paymenL

35, Any demand, nolice or statement herein requested or required to be given by one party to the other shall be in writing.
Defivasy ~1 such wnitten notice or stalement to Lessor shall be conciusively teken as sulicient if and when deposited in the United
Siates Ma". with pustage thereon fully prepaid, certified of registered, addressed 1o Lessor at Ona Markel Plaza, San Francisco,
California 84305, and delivery of such nofice or stalement to the Lessee shall be conclusively taken as sufficient if and when
deposited in the United States Mail, with postage thereon fully prepaid, certified or regisiered, addressed 1o Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202, Any party hereto may, by writien notice, change his or its address 10 which such
demands, notices or statements may be sent

36. This instrument I3 a fease and Is not and shall not ever be held or interpreted 1o be a mining parinership or parinership of
any kind, or in any sense whalsoever; ihe Intention of the parties hereto being to eslablish and create hereby between themselves
only the relationship of Lessor and Lessee in accordance with the terems, provisions, conditions, covenants, reservations and
agreements herein set forth.

a7. 1tis agreed that in case Lessee shall, except by Lessor, be lawfully deprived of the possession of said pramises, or any part
thereod, Lessee shall notify Lessor In writing setting forth in full the circumstances in relation thereto, whereupon the Lessor may, at
its option, either reinstall Lessee in possession of the leased premlses or terminate ihis leass as to the premises or the part thereof,
the possession af which Lessea is so deprived, by giving nolice In wriling 1o the Lessee to that effect and at the same times paying, or
tendering wiih such notics; to the Lessee the sum of Ons Hundred Dollars ($100.00), plus the pro rala amount of any renial, therelo-
fora pald in advance by the Lessea under the provisions of paragraph 3 hereof and applicable 1o said premises, of such portion, for

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

38. I Lessee is adjudicated a bankrupt, or shall make an assignment for the benefit of creditors, or file a volumary petition
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- 7under any- law (having for its purpose the adjudication of Lessee B bankrupt, or the exlension of time of payment, composition :

- adjustment, modification, setilement or satisfaction of the liabilities of Lessea), or a receiver ba appointed for the property of Lesses
“by reason -of the_inolvency of Lessee, otwithstanding anything to the contrary elsewhere In thi lease, Lessor shall have the® -
_,immedlala right to tan'ninale this Iease and to lake exclusive posswsmn of the leased premises. The acceptanca of rent or other .
paymenls for the vsa of the leased premises shall not constitute a waiver of Lessor's sigit to tarminiate this fease &s above setforth. -
here are two or mora Lesseas hereunder, or if Lessee isa pannershlp, then the right of Lessor to lermmale the entire lease shallbe-.~ ..
axardsab!e in case any onre of the Lessees or pariners is ad;udged a bankrupt or becomes subject to or partlmpalas in any other:. . -
proceed:ngs or prooedure ‘hereln mentioned. O

0.0, al lhe expirahon of the lerm of this fease, any wells are being drilled by Lessee on the Ieased prem!ses or any extslmg o
'weils &re producing or capable of producing oil or gss in paying quantities, bul are not belng produced for reasens authorized under - -
_ hiis lease; Lessee shall have the option of renewing this fease as long thereafter. as such substances are produced or capable of -

" belng produced 1o include drilling units as defined in paragraph 3 hereof, octupled by wells producing In paying quantities or wells

.~ in process of being drille¢ on the same acreage specified in paragraph 3 hereof, togather with the same rights provided for in -
©  paragraph 19, on'and subject to ths same royalties, terms, covenanis and condillons as are herein specified; provided, writlen notice -

from tesses of such renewal shall be received by Lessor not more than six (6) months nor less than thirty (30) days prmr 10 the

’ -fexpirallon of the original lerm hereof.

- 40. This lease shali inure fo the benefil of and be binding upon the respoctive heirs, administrators, executors, suctessors and,
-assigns of the parties hereto, bul no assignment of this lease, or any sub-lease or agresment afiscting this lzase, or the leased
premises, o any interest therein, shall be valid, unless made with the consent of Lessor in wriling, and no change in ownership in the
land or in the rentals or royalties shall be binding on Lessee unlil Lessee shall have received writlen notice of such transfer or
assignment. All covenants, agreements and stipulations herein contained shall run with-the property.

41. I thers be more than ona Lesse2 named herein the term “Lessee™ shall designete the plural number, and the ob!lgahons of
the Lessee hersunder shall be joint and several,

42. Time is of the essence of this lease.

43. Where there is a gas well or wells on the leased premises or acreage unitized therewith at any time during which this lease
Is In effect, and such well or wells are shut-in, Lesses shall pay as royaity to Lessor the sum of $1,280. per well per year. Sald
payment is due on or before ninety {(90) days from the date of shut-in or the date on which tha leased premises or a porlion thereof
E are unilized with lands on which there is a shut-in gas well, and {hereafter on or before the anniversary date of such payment during
i the period such well or wells are shut-in. Upon said payment it shall be considered that such wetl or wells are producing gas in
i commercial quanitites for all purposes hereninder.

1IN WITNESS WHEREOF, the parlies hereto have caused these presents to be executed as of the day and year first hereinabove
written.

SUN EXPLORATION

SOUTHERN PACIFIC LAND COMPANY : AND PRODUCTION COMPANY HEADING & AT PETVEUM CO.
: oy, (Cheids 2N sz By / Vs /a

Agent end Attomey-infact

R. G. Littls, Vice Pres\dﬂm{am

CHARLES R MANGUM Hs:

STATE OF OKLANOMA )) es. Stepen R Mam,,,;n-'-:
COUH'IT OF 'IULSA
ment was acknowledged before me on this 18th day of February, 1983,

PRESIDENT, LANDS, of READING & BATES PETROLEUM CO.

o ] Coglond

Tori F. England &~ Notary ublic_
1100 Mid-Continent Building
409 South Boston Avenue

Tulsa, Oklahoma 74103

going instru
LE as VICE

7t ,o
"y co;:}g},ssioﬁ’ ExPlrES' _

e Sanpary 14, 1985

P STATZ OF Colorado
COUNTY OF Panvar

The foregoing {nstrucent v2s acknowledged bafore me on this _19th gay
of Tahuary. ¢ 1983, by CHARLES R, HANGUM,as AGENT AND ATTORKEY~IR-FACT
of SON EXPLORATION AND FRODUCTIOH COHMPANY.

Kotary Public
1801 Brozdway, Suita 100D
Denver, Colorade 80202

- BOOK | 1 0 PABES 6 7




7 STATEOFCALIFGRMIATY 1. ™,

. Cinyar dCounryofSnnFrbnméo U Y e C CeT

On l’hl’.lM;-dﬂ of ,D_&EML_Jn rhe;earOne ﬂomnndh’m: HundredundEtghl‘y : R
Al\!.‘lTE LEA. CABRAL a Nolary Pub.rrc in and for the Cny and Counrv cf .S'an Fraucr_rm Smu of C‘aquorma pﬂmnaﬂy nppeared

{On¢ l::hll‘hza) = 1= R- A. Berge[

'o[ the mrpommm
.o ne to be. the peryon = who execured i tm bdm!f of he mrpomlmn .
- ch' Iu' nrhlrm n'alxtd lu nre lhm‘ =iech ruqmrarmn' _c.rrmrrd F?

OTARY PUBLlc CAL‘FORNIA
PRINGIFAL FIACE OF BUSINESS |
CI cmsm OF :

: .I'N WJTNBS WHEREOF I kme herﬂmrn :ﬂ my hand nna‘ a[ﬁxed my oj]" rra! sta! ﬂ
Ly office in the City and Cuuuly nf Son I-ranmco. H’rc day and ymr m :im' rcm]' cate ]‘ rsf ahnu"
r"nbmz um‘!m - . X R :

EXHIBIT "a"“™

Attdched to and made a part of that certain agreement

05676

No. dated December 1, 1982 between

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPANY and READING & BATES PETROLEUM CO.

L. MCM
Subdivision Sec. Twp. Rge. Acres

* Lots 1 & 2, 8% of NE & SEX 3 33N 49E 318,77
* All, except entry through

the upper 250' of Sub-

surface 11 338 49E 640.00
* All, except entry through

the upper 250' of Sub-

surface 24 34N 49E 640.00
* All, except entry through
the upper 250' of Sub-
surface 25 348 49E 640.00
SE%, except entry through
the upper 250" of'Sub- - :
surface. . . . 26 J4R. 49E 160.00
%  Sgk, except entry, through

the upper 250' of Sub- -

surface - %03 - 34 348 49E 160.00
* All, except entry through

the upper 250" of Sub-

surface a5 34N 49E 640.00

y i ey o

*

TOTAL - e A . B 3,198.77

QECOSDED AT REQUEST OF
SumE (O
FE0R.__ IO [ SR

*Reserved Mineral Interests

83 MAY \h all s 04

UFrICML RECORDS
COULTY. HEYADA
R S ALE V), RECORDER

FILE KL,
e 000
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