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ORIGINAL PAPERS RELHY

THIS LEASE,'.made in duphcale lhls : FIRST day of DBCEM?BFR . - T 82 , by
and *betwesn': SOUTHERN . PACIFIC LAND ‘COMPANY, & . Camorma curporalion hereinal‘ter cal!ed “Lessor 3 and SUN
EX L_ORATION AND PRODUCT[ON COMPANY As to an undlwded 75% lnterest and HEADING & BATES PETROLEUMCO as

: ‘That Lessor, in oonsideratlon ol tha obsawanoa and !allhlul perfo:manoe by Lessea of al! tha prowsions conia]ned herein. o
doasr erehy Iaa.sa o Lessee for the term and purposes hereinafter set forth, all that ceriain property, sometimes hereinaﬂer relerred-
lo &s "leased premises™, in the County of - FEUREKA - ,Statpof _ NEVADA. =~ = ' ‘mowe pamculariy

descnbed on Exhlbit 'A' attached hereto and made a part hereof . . LR Rt

Subjact to easements, leases and restrictions aHecling sald property.
For tha purposes of this Jesse, Lesses shall have the right (subject to the provisions hereof and to the exient of Lessor's '
- ewnership thereof} 1o explors, drill for and to produce, exiract, take and remove atl oll and gas hereinafter referred to as ‘subslances’,
contained in said property, to store seld substances upon said property, 1o {ocale, erect, construct, maintain, replace and operate
upon and in said propedty such facilities and structures (except refineries or topping gas planis) as may be necessary in thé ~
" production, treatment, storage of trmnsportation of sald substances from said property, and to appropriate and usa such waler as
. may be necessary for the sbove oparations.

o Hesemng unto Lm its successors and assigns, the right 1o construct, maintain and use ditches, flumes, roads, trails, trazke
.. and pips, telegraph, lefephons, signal, communication and power lines in, upon, over and across sald property &nd the right to use -
- sald’ property for eny end &l other purposes consistent with the rights hereln leased to Lessee.

2. The ferm of this lease shall be for twenty-fiva (25) years, from and after tho _FIRST  day of DEGEMBER,

82 ¢ unless sooner lermlnaled of torfeited, efther In whols or In part, as harelnafter provided.

3, tLesses agrees to pay 1o Lessor a cash rantal of s_ﬁ_,;aa_ﬂﬁ____ in advance on the date of delivery of this lease for the

fus! year. of the tarm hareul and annually thereatter, on or befora the first day of each successive year
of the term hereol a cash rental of $2.00 an acre per annum in advance, provided that renlal shall not accrue or be peyable for:
(a)aach "dnllmg unit™ upon which there is & producing oil or gas well on the dete when. renisl is payable,
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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 payabls, or

{c)esch 640 acre subdivision upon which there Is a producing gas well on such date if no oil has been discoverad in paying
quantities on the leased premises or within offset distance, as provided in paragraph 16, and Lessee has delermined, as
provided i paragraph 15, that conditions are not such as 1o indicate a reasonable probability of the discovery of oit on the
leased premises, or

{d)each “drilling unit" on which there is a producing oil or gas well, {or any period during which Lessee is prohibited by law, or
by the orders, rukes or regulations of a compeatent administrative authority, constituted by law and not by volunlary
agreement, from producing said substances therefrom.

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

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

{1) a twenty acre subdivision, or less, it the average depth of the producing intervat of wells drilled for il shall nct be more
than four thousand (4,000) feel

(2)a forty acra subdivision, or less, if the average depth of tha produting interval of wells drilled for olf shall be greater than
four thousand (4,000) feel

Subject to the terms and provisions of Seclions 14 and 26 of this lease, a twenty (20) acre subdivision as used herein shall be
either the North, South, East or West baif of a legal Government forty {40) acre subdivision, a feriy (40) ecre subdivision as vsed
herein shall be a legal Government forty (40) acre subdivision, and a one hundred sixty (160} acre subdivision as used herein shall be
a legai Government one hundred sixty (160) acte subdivision, all according 1o the United Stales survey.

4. Excep! as herein otherwise provided specifically including Section 19 of this lease, the Lassee shall commence drilling an oil
or gas well on the leased premises on or before five years Irom date hereof (referred to in Section 4 as “sald date”), and shall
continue the work of drilling such welt with due diligence until cornpletion. After camptetion of the lirst well, Lessee shall commenca
drilling another well on said leased premises within one hundred twenty (120} days and shall cantinuously operate at least one string
of 1ools in drilling walls 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 productive zone has been compleled 1o
each drilling unit; provided, however, that il any well completed belore said date shail prove to be a dry hole and there s then no
producing well an the leased premises, Lesses may commence drilling the next well at any time belore said date. Nothing herein
shall fimit the number of wells which Lessee may, al Lessee’s option, drill in-excess of the number herein specified, or the depih lo
which any well may be drilled if Lessee should elect to drilt below the depth specified. |f Lessee has not commenced drilling of an oit
or gas welt on the leased premises on or before five years from the date hereof, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso facto terminate.

5. A well shall be desmed completed when {a) formations or mechanical difficulties are encountered which, in Lessee's
judgement, would render further drilling of said well unprofitable or unsuccessiul, and because of such fact sctive dritling operations
therein are discontinued, of {b) il 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 proguction and is producing oit or gas in quanitites
deemed by Lessee sufficienl to pay to pump or olherwise secura and save.

6. Except as hereinafter provided, Lessea shall deliver to Lessor, as royaity, 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 royalty shall be subject 1o deduction from the gross product; the quaniity thal may be consumed in the Lessee’s
operations hereunder, and after making deduclions for temperature at 60° Fahrenheit, bottom settiings and moisture according to
the American Petroleum [nstitute meihods.

7. Lessee agrees to pay to Lessor as royalty one-sixth {1/6th} of the value of natural gas produced and sold trom the leased
preinises, 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 10 save or market natural gas or residual dry gas unless there
shall be & surplus above fuel requirements, and 2 market a! the well therefor. Such value shalt be determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of comptessing and delivering the same to the pipe line of the
purchaser on the feased premises. Lessee shall not be required 1o pay royalty for any naturat gas or residua! dry gas used in Lessee’s
operations on the leased premises. Lessee shall not use any natural gas or residuai dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price 1o be paid to the Lessor for ils one-sixth {(1/6th) share of such gas.

B. (a} Il the we1 gas produced from said premises is processed lor the purpose ol manufacturing natural gasoline and/or cther
petroleurn producis then Lessee shall pay to Lessor one-sixth {1/6th) of the total value of all natural gasoline and/or other petroleum
products recovered and saved from said gas, less the cost of producing and selling the same, which cost shall include the expense of
operating and maintaining the plant and facitities used in the gathering and processing of said wel gas and the storage and shipping
of said gasoline and/or other petroleum products. In no event, however, shall the 1olal of said cost of producing and selling exceed
fifty (50) percent of the total value of all natural gasoline andfor other peircleumn products recovered and saved from said wel gas
compuled in the manner hereinafter set forth. In computing the value of said gasoline and/or oiher petroleum products the gasoline
andfor oiher petroleum products shall, if sold by Lessea to third pariies, be valued 81 the respective net ex-lax prices received by
Lessee from the sale thereof at the plant or plants where produced. If said gasoline and/or other petroleum products are retained by
Lessee ‘or Le3ser’'s Gwn use, such producls shall be valued at the respective ex-lax prices posted of established for natural gasoline
of like hzid vapor pressure and/or for other petroleum products of the same quality produced in the same fieid during the same
catendar month.

(b) Il any wet gas produced from said premises is sold by Lessee for the purpose of manufacturing natural gascline and/for

oiher petroleum products on a basis whereby e royalty therein is teserved to Lassee, payable in money, then the Lessee shall pay to
the Lessor one-sixih (1/6th} of the total amount of the royalty so reserved o Lessee, 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 o! the tolal value of such producls so .

manulactured.

{c} In the event wet gas produced from said premises Is sold for the purpose of manutacturing natural gasctine and/for other
petroleum preducts on a basis whereby & quanlity of the naturai gasoline and/or other petroleum products recovered therelrom is
reserved 1o the Lessee as royally payable in kind, then Lessee shall pay to the Lessor one-sixth {1/6th) of the total value of said
natural gasoline and/or other pelroleum products so reserved to Lesses, provided, owever, that the total amount to be paid to
Lessor hereunder shall be not less than one-sixth {1/6th) of fifty (50} percent of the total value of such products so recovered.

{(d) The vaiue of ihe natural gasoline and/or other petrofeum products manufaciured and secovered under paragraphs (b)
and-(c) above shall be established in the same manner as oullined in paragraph (a) above.

9. Unless Lessor shali elect 10 recelve its royalty off in kind, the Lesses will purchasa the royalty oil from the Lessor {s) al the
highest posted available markat price of the oit &t the wall, or in the field in which ths wells are situated (affective at the time of
remaval from lease tanks) of all such oll 60 produced and saved by the Lessee from said wells and removed therefrom during the

preceding calendar month, or (b) in the sbsence of a posted market price for such oil, the prevalling marke! price al the wall or in *

-2 800K | | O PAGESTO




Al ot e e <1 v i

‘i

the field (effective at the time of removal from lease tanks) of such oll, or {c) In the ebsence of a prevailing market prica the actual
price received by Lesses for such oll as seid wells, or {d) In the absence of sales by the Lessee &t the wells the reasonable value of
such oil; provided, however, that If the Lessee disposes of such oil at a price, intluding bonus, in excess of the posted gr prevailing
marke! price, tha price to be paid for such royaity oil by the Lessee shall be the same price, including bonus, received by Lessee.

10. At Lessor's oplion, exercised not oftener than once in any one (1) calendar ysar, and upon sixty {60) days’ pravious written
nollce, the Lessee wilt detiver the kind, free of cost to Lessor, the said royalty oll. Should | essor require that royalty ol be detivered in
kind, Lessee, if requested by Lessor, wili, 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 royaity oil and will place sald royaity oil in storage for the Lessor in said
tanks as and when it Is produced. Lesses shall be in no manner responsible or held fiable for loss or destruction of such stored oit -
belonging to Lessor from causes over which Lessea has no conlrol. Lessor agrees to remove the royalty oil so stored from sald tanks
as often as may be necessary to keep sufficient space available in said tanks for current accumulations of royally oll. No royalty shall
be due the Lessor for or on account of oit tost through evaporation, leakage or otherwise prior 1o the removal of same or delivery to
Lessor, if royalty oil shall be detivered in kind. If Lessee purchases the royally oif, the Lesses may deduct therefrom a proportionate
part of the aclual reasonable cost of treating unmerchamtable oil produced from the leased premises to render the same merchant-
able only In the event, however, that such oil is lrealed by the Lesses on or in the immediate viclnity of the leased premises. if the
Lessor shall elect to recelve royally oil in kind, such royalty oil shall be of the same quality as thal removed from said leased premises
for the Lessee's own account, and if Lesses’s own oil shall be treated belore removed, Lessor's oit will be Wreated therewith before
delivery thereof to the Lessor, and Lessor in such event, shall pay & proportionate part of such reasonable cost of treatment.

11. All royalties payabla and the price for all such substances which shall be sold to the Lessee hereunder, under the lerms
hareof, shall be pald by Lessee lo Lessor on or before the twentieth day of the calendar month next succeeding that in which delivery
of such substances shatl have been made to the Lessee under such sale, and all royalty paid in kind shall be delivered lo the Lessor
from time to time as the same is obtained on said premises and stored and handied 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 said leased premises.

13. Subject to the terms and provistons of Section 43 of this lease, each producing well, as soon as completled by the Lesses,
shall be placed upon production and shall thereafier be operated by Lessee diligently and continuously. and in accordance with
sound oil field practice. Lessea, from time 10 time a5 necessary, shall clean out the 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 advantage. Except as herein otherwise

provided, the Lesses will keep each well dritled 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 reguletions heretofore or hereafter enacted or promulgated to
control, suspend or conserve oll or gas and oil or gas operations, and, also to any general agreement which Lessee may in good faith
enter into with other operators in the field in which the Ilzased premises arg situated, for a like purpese; and if compliance by the
Lessea with such laws, statutes, rules or regulations or wilh any such agreement shall hinder, delay or interfere with the carrying eut
of any provisions of this fease, Lessee shall not be considered in default or be liable to Lessor for any damage or injury sufiered or
sustainad on account thereof, nor shali Lessee's rights be subject to forfeiture by reason thereof, notwithstanding any provisions of
this Jease; provided, that such agreements affecting the leased premises shall not bo for periods greater than ene {1) year without the
Lessor's writlen consent, and provided, further, that no such agreement shall authorize Lesses Lo discriminate against said leased
premises in favor of any other properties owned, leased or operated by the Lessee in the same field, nor excuse such discrimination
either in the drilling or producing obligations of the Lessea hereunder. Lessee will furnish Lessor with copies of any written
agreement for the voluntary curtailment of said production, and if there are no such egreements, Lessee shall furnish Lessor with
copies of orders of the Oil Umpire, or any olher suthority having the power 1o make orders for voluntary curtailment. The Lessee
shall not be considered in default because ol any acls done pursuant to of in reliance of any law or statule, fule or regulation, here-
after dectared unconstitulional or void prior to-a delermination of such unconglitutionality or invalidity by a court of last resort.

15. If gas is discovered in any well in paying quantities and Lessee shall determine that conditions are not such as to indicate a
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilting obligalions shall be reduced so thal 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 ol this lease, 8 gas well shall be any well
producing gas only or producing at a gas-oil ratio in excess ol ten thousand (10,000} cubic teet per barrel. and an oit well shall be
any well producing at a gas-oil ratio of ten thousand (10,000) cubic feet per batrel or less: provided, however, that any weil. the liquid
production from which is a result of relrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. If, al any
later period. oil shall be discovered in paying quantities on the leased premises or in the event that ofl is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
shall revive as an oil lease, and all of the conditions herein stiputated as to drilling for oil shall become effective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shall be subjecl to (i) the applicable
rufes and requlations of tha regulalory authority having jurisdiction of the state in which the leased premises are located, and (i)
Section 3, 14 and 28 of this lease.

16. Subject to the terms and pravisions of Section 74 and 26 of this tease, in the event an oil well is dritled 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 within three hundred thirty (330) feet, or is completed in a zone the average depth of which is greater than four thousand
{4,000) feel and within six hundred sixty (660} feet, or in the event that a gas well is completed on adjoining property which is not
unitized with Lessor lands within thirteen hundred twenty (1,320)feet of the exterior limils of any propedty at the time embraced in
this Jea-a ir exch instance end ofl or gas is produced thereirom in paying quanitites 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 operale the seme and markel the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the Irased premises wilhin the applicable ofiset distance
from the common boundary line, the Lessee agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafter in the leased premises, and complele il at approximately the same distance irom the common boundary line as said
well on the adjoining property is completed, and proceed diligently and continuously to drill and complete said offset well to the zons
trom which such well on the adjoining property Is producing; provided, howaver, that in the event Lessee is drilling an oil or gas well
upon the leased premises at the time of discovery of oil or gas on the adjoining property, the time for commencing the drilling of an
offsel well shall be extended until ninety (90) days afler the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, ihal in no event shall said timo be extended beyond six (6) months after the completion of
the well on the adjoining property. For the purpose of salisfying drilling obligations hereunder, offset wails shall be considered as
other wells requlted to bo drilled hereunder; provided, always thal Lesses agrees 1o spacs olf or gas wells on the leased premises
accorging 10 the same spacing of oil or gas wells on the adjoining pruperty in order properdy and effectively to ofiset production from
wells on such adjolnlng property and prevent drainage from the leased premises.

17. Orilling and producing operations hereunder may be suspended while the price oflered generatly to producers in the same
field for oil of a gravity of 14° American Petroleum Institute Scale, or of any higher gravity, at 60° Fahrenheit shall fall below One
Dellar ($1.00) per barrel at the wells; provided, howavar, thet drilling or production from offset wells shali not be suspended on the
leased premises unless the ofiseling welfls on the adjcining presmises also discontinug producing.
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1B. Any obligalions, covenants or conditions Imposed upon the Lessee shall ba suspended only while Lesses's compliance is
prevented by the elements, declared or undeciared war, fire, accidents, strikes, lockouls, riots, deiays in transporiation, inability to
secure materials, labor, drilling equipment or transporiation In the open markel, or inlerderence by Governmenial aciion, or any other
cause beyond the reasongble control of the Lessee, whether similar or dissimilar 1o the causes specifically mentioned. If such
suspension occurs, the paymant of any delay rental during such suspension shall be excused and the fease term shall be extended
for & period of time aqual to the period of such suspension and any such extention of the lease term. Lessee may msume the
payment or tender of rentals in sccordance with Paragraph 3 hereof after the period of suspension the proportionate part of tha
rentat for the rental year remaining after such period of suspension. Lessee's obligation to pay royalty on oll and gas production
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lessen would otherwise be required to
surrender any of the leased premises as an alternalive to the performance of any obligation under this lease and such obligation is so
suspendad, then s¢ long as such performance is suspended under this paragraph or other provision of this lease, Lessea shall not be
required to surrender any portion of the leased premises.

if the permission or &pproval of any govemmental agency is necessary before drilling or other operations can be lawfully
commenced on the leased premises, then if such permission or approval has been applied for at least thirly (30) days prior to the
date upon which such operations must be commenced under the terms hereo, the obligation to commence such operations shall be
suspended until thirty {30} days after the governmental permit is granted or approval given. i such permit or approval is denied
initially or at any time during the approvat or permilting process or is ravoked after issuance, then so long as Lessee in good faith
sppeals from such denial or revocation or conducts further proceedings in an attempt to secure such permit or approval, the

obligation to commence such operations shull be suspended until thirty {30) days afler such governmental permit is granted or
approval given.

19. The Lessea may, &t Lessee’s option, at any time surrender and quitclalm this lease as to all of the leased premises or as to
any one or more twenty (20) acre subdivisions theraof 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 surender and quitclaim all of the rental and
drilling obligations shall be reduced pro rata. At any time atter the completion of the first well, or any subsequent well on tha leased
premises, Lesses may cease furlher drilling anc if the full number of wells shall not have been drilied Lesses shall thereupon surren-
der, and this [ease shall thereupon terminate as to all of the leased premises, except drilling units occupied by producing oil or gas
wells, each ol which drilfing units the Lesse may hold subject to the terms of this leasse until abandoned or until the end of tha term
thereof, and the extended term, if renewed as hereinafter provided. Each of said drilling units shall, in-each instence, conform to
subdivisions as defined in paragraph 3 hereol. Lesses shall have the ripht to do such things as may be necessary to keep such
dritling units in the highest productive state, including the right to ream, clean out, deepen, re-work, re-drill, and to drill new wells
thereon 1o other zones in order to maintain or increase production, or 1o restore production if it shall cease from any cause.

20. Upon tho violation by Lessee of any of the terms, covenants or conditions of this lease, and fallure to remedy the default
within thirty (30) days after receipl of written notice from Lessor so lo do, then at the cption of the Lessor this lease shall forthwith
cease and {erminate, and &l rights of the Lessee in and 1o said property shall be at an end as 1o all said properiies, excapl that the
Lessee shall have the right to refain and hold under this jease the area surrounding each well producing or being drilled, with respect
to which it Is not in default to the sams extent and with the same rights as provided in paragraph 19 hereof in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereol shafl nol be a walver of any other or
subsequent breach hereof, nor of any other covenant or condilion hereol.

21. Upon surrender by the Lessee of said leased premises in whole orin part or upon the termination of the Lessee's fights and
interests in and to the leased premises, or any part thereol, in any manner herein provided, the Lessea will quietly and peaceably
surrender possession thereol 10 the Lessor and agrees to release to lhe Lessor, its successors or assigns, all right, title and interest of
the Lessee in the leased premises, or the porlion thereof in which the Lessee's rights have terminated a&s herein provided. In the event
of a partial release of the property so released shatl be subject 10 the easements and rights of way herein provided for and appurten-
ant! to any part of the lzased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. Il there are any rights, interests, claims, liens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone claiming under Lessee at the time of the release, Lesses shall take such actions, steps and
proceedings as may be necessary to terminate and extinguish any such rights, intarest, liens and encumbrances, failing inwhich,
Lessor may do so &t the sole expense of the Lessee, which expense, plus reasonable atiorney’s fees, Lessee agrees to pay to Lessor
on demand. Upon request by Lessor. Lessee shall advise Lessor in wriling that 1o the best o! Lessee’s information, knowledge and
betiet no such rights, interests, claims, liens or encumbrances aflect the lease premises released by Lessee.

22 Derricks, buildings and olher structures, improvements, equipment, machinety and appliances placed by the Lessse on or
in the demised premises shall be and remain the personatl property of 1he Lesses, and provided no default shali at such time exist in
respect of any payrnenis or rentals or in respect of any covenants, agreements or condiions 1o be kept or performed by the Lesses,
the Lessee shall have the right during the term hereo!, or al any lime within sixty (60) days after the date of termination of this leasa
to remowa from the leased premises all such personal property, except casing in water wells purchased by Lessor; provided, funther,
that the Lessee may exiend the lime within which such personal property may be removed for a period not exceeding six (6)
months from such date of termination by paying to the Lessor monthly in advance a remtal of Ten Dollars ($10.00} an acre a month
for each twenty (20) acre subdivision upon which any such personal property remains. Any such personal property not removed
from sald premises within said six {6) months' period shall become the properly ol Lessor

22, The Lessee agrees 1o keep full records of the operations upon and production and sales of said substances from said
leased premises independently of and ssparale from any other premises cperated by the Lessee; to nofify Lessor prompily of
discovery of any of said substances in the leased premises and o furnish to the Lessor on or before the twentieth day of each month
a true statement, in triplicale, of all production, detiveries and deductions in a form satisfactory to the Lessor. All records of the
operations and productions and sates of said substances rom said leased premises shall, &t ali reasonable times, be open 10 the
inspection of Lessor's agents and representalives.

24, Lev=te will keep an accurale Jog and casing record showing tha progress of drilling, character of formations encountered
or drilled through, and casing in each well in which drilling shall have been done on the leased premises, and fumish Lessor a copy
thereof upon the completion of or the abandonmenl of each well, and a true copy of all suriace and subsurface surveys made of each
well drilled under this Jease. Lessee will furnish all reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and represantatives snall heve free and full access at their sole cost, dsk
&nd expense 10 all of the wells and works and to all property in and upon said leased premises.

25. Lesses agrees to conduct Lessee’s operations so as to interfere as little as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor; fo lay and maintain all pipe lines not less than thirty-six inches
{36") below the surface of the ground; to fence all sump holes and excavations to safeguard Ifvestock grazing on said land; to
provide substantial gates a! poinis where fences are cut by the Lesses; and to use reasanable care and diligance to preveni the
overdlow of oil or water which may bs detrimental 1o vegelation on those porlions of the leased premises which are svitable for
grazing, agricultural or hordicultural purposes.

25, Lesses shall carry on Lessea’s operations hereunder in a carefut snd workmanlike manner. Lessee shall comply with any
and all applicable valid statules, ordinances and governmental orders and regulations pertaining to the exercisa of rights teased here-
undar and shall furnish such evidence of Lessee’s compliance therewith as may be required by Lessor. Lessee shall furnish evidence
satistactory to Lessor that abandoned wells heve been properly abandoned in compliance with applicable slatules, ordinances and
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27. Upon termination of this lease in any mennar, or if any well is abandoned the Lessee agrees to relevel the surface of the
property involved, and to fill all abandoned sump holes anc excavations made by Lesses; to remove all demicks, tanks and lank
supports, and if there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
ramoved if the Lessor desires, and ditches opened up by removal of the plps line end the ground mede to conform to the natural
contour. Lessea will also remove all cement blocks or foundations which may have been placed on the leased premises, and any and

all other supports placed by Lessee or permitted by Lesses to ba placed on said leased premises and which, in any manner, Inferfere
with the use lha_reot.

28 Lesses sgrees to release and to indemnify and save harmless Lessor, the surface owner of said property, the heirs,

" personal represantatives, successors and assigns of the surface owner, and any corporation affiliated with, owned or controlled by

Southern Pacific Company, & corporation, from and against any and all claims, causes of action, liability, costs and expenses arising
out of injuries to, or deaths of, sll persons whomsoever, and foss of, or darmage to, all property whatsoever, directly or indirecily
resulting from or caused by the occupancy of, or operations of Lessee an, the feased premises or property adjacent thereto, or the
existence of oil wells, gas wells, derricks, pipe lines or tanks or appurtenances thereol, used by the Lessee on said leased premises or
property adjacent thereto, including, without limiting the generality of the foregoing, the breakage of pips lines, lanks or olher
equipment or the escapa or loss of oil, petroleum products, gas, water or fire therefrom.

28, Lesses agrees 1o pay before delinquency ali taxes and assessments which have been or shall be levied and assessed on the
mineral rights in the leased premises, and on the bulldings, structures, equipment and other personal property or improvemenis
placed, maintained or used by Lesses on the leased premises, and on the mineral substances stored thereon and not belonging 10
Lessor. Lessee may deduct up to one-sixth (i/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, paid by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months'
period subsequent 1o the day and month in such fiscal year on which the first instaliment of such taxes and sssessments become
delinquent. The ebove amount of the iaxes and assessments fur a particular fiscal year so pald shall be deduclibla only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinquency of 1he first
installment in such fiscal year, Lessee agrees to pay to Lessor annually, within fifteen days after demand, an amount equal to five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or occupled by the
leased premises {excepl on buildings, structures and gther improvements thereon nol owned, maintained or by Lessee) for the
fiscal ysar beginning July 1. 19.82_, prorated trom DECEMBER 1, 1982 10 June 30, 19.@.? and for each fiscal
year thereafter during the term of this lease. Lessee shali pay any production or severance tax computed or based upon production
of oll, gas or other minera! substances which may be imposed by the Federal Government, the State of California, or any of its

- pofitical subdivisions, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessor's shares of the taxes on ihe

mineral fights.

30, Either party may pay the entire amount of any delinquent taxes or assessments which shall constitute a lien on said leased
premises and which should have been paid before delinquency by the other party as herein provided, and penallies and inlerest
thereon, and shall be entitied fo reimbursement from the other party of the part of Ihe lases and assessments herein agreed to be
paid by such other party, and of the entire amount of the penaities and interest. Penallies and interest on delinquent taxes and
interest on payments made pursuant to this paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such annual adjustments, bl shall be borne entirely by the party obligated to pay the tax or assessment belore
delinquency.

A1, Lessee shall not commence drilling into or through the leased premises or construct, alter or repair structures or
improvements of any characier, except emergency repairs, upon said property unlil after wiitien notice thereof is given o Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lesses agrees to pay infull
afi persons who perform labor or services on, furnish materials joined or affixed to, or provide equipment for, seid property, or the
construction, reconstruction, repalr or placement ol any structure improvernent on said property, at Lessee’s instance or requesl.
Lessee shall not permit or suffer liens of any kind or nature to be enforced against ssid 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 to defend any action brought
thereon, and to pay any judgment entered therein and the Lessee shall ba liable to'the Lessor for &l costs, damages and reasonabla

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

32 Lessee agrees to pay 1o Lessor interest al the rate of 10% per ennum upon any and all amounts whatsoever due under this
lease to Lessor trom the date payment of each such amount is due and owing to Lessor or from the dale of each breach by Lesses of
an obligation hereunder, as the case may be, fo the dale of receipt by Lessor of each payment of sald amounts, untess such payment

is tendered or paid to Lessor within 30 days after the date a paymenl is due and owing hereunder 10 Lessor or tha date of such
breach, as the case may bs.

33, If Lessor shall bring suit to compe! performance of, of 1o recover for breach of any covenant or condition hetein contained,
or for declaratory relief, and prevails therein, Lessee agrees to pay 10 Lessor reasonable attorney fees in addition 10 the amount ol
judgment and cosls.

34. All payments o the Lessor shall be made to it at One Markel Plaza, San Francisco, California 84105, bul Lessor may st any
time by notice to Lessee change the place of payment.

a5. Any demand, nolice or statement herein requested or required 1o be given by one party to the other shall be in writing.
Delivery of such written notice or stalement to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepaid, cerlified or registered, addressed 10 Lessor al One Market Plaza, San Francisco,
California 84105, and delivery of such notice or statement to the Lessee shall be conclusively 1aken as sufficient if and when
deposited in the United Stales Mail, with postage thereon fully prepaid, certified or registered, addressed lo Lessee at 1000 Trinity
Building, 180* Broadway, Denver, Colorado £0202. Any party herelo may, by written nofice, change his or its address to which such
demands, nohses or statemenls may be senl.

56 This instrument Is a Jease and is not and shall not ever be held or interpreted to be a mining partnership or partrership of
any kind, or in any sense whatsoever, the intention of the parties hereto being to esiablish and craate hereby between themselves
only the relationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenanis, reservations and
agreements hemin set forth.

37. It is agreed that in cass Lessae shall, except by Lessor, be lawlully deprived of the possession of said premises, or any pari
thereof, Lessee shall notify Lessor in writing setting forth in full the circumstances in relation thereto, whereupon the Lessor may, al
its optian, either reinstall Lessee in possession of the leased premises or terminate this lease as 1o the premises or the pari thereof,
the possessign of which Lessee I3 so deprived, by giving nolice in writing to the Lessee to that effect and at the same lima 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, thereto-
fore paid in advance by the Lesseo under the provisions of paragraph 3 hereof and applicable lo said premises, or such portion, for

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

38. If Lesseo is adjudicated a banksupt, or shall make an assignment for the benefit of creditors, or file & voluntary petition
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under any law (having for its purpose the adjudication of Lesses a bankrupt, or the extension of time of payment, composition,

adjustment, modification, setifement ar satistaction of the liabilities of Lesses), or a receiver be 2ppeinted for the property of Lesses -

by reason of the insclvency of Lessee, notwithstanding anything to the conlrary elsewhere in the lease, Lessor shall have the

’ g immediate right to lemﬂ_naia this iease and to take exclusive possession of the teased premises. The acceptance of rent or other -
. “payments for the use of tha I€ased premises shall not constitute a waiver of Lessor's right to terminate this lease as above set forth. If -

there are two or more Lessees hereunder, or il Lessea is a parinarship, then the right of Lessor to terminate the entira teass shall ba-
‘- exercisable [n case any one of the Lessees or partners is adjuyed a bankfupt or becomes subject to or parlicipates in any other . -
- proceedings of procedurg herein mentioned, Lo -

. 39;, i, at -lh? expiration of the term ot this lease, any wells are being drilled by Lessee on the leased premises, or any existing S
_“wells are producing or capable of producing oll or gas in paying quentities, but are hot belng produced for reasons authorized under

this lease, Lessee shall have the option of renewing this lease as long theréafter as such substances are produced or capable of
being produced to include drilling units as defined In paragraph 3 hereof, occupled by wells producing in paying quantities or wells
in process of being drilled on the same acreage specified in paragraph 3 hereof, together wilh the same rights provided for In

paragraph 19, on and subject to the same royallies, terms, covenants and conditions as are herein specified; provided, writien notice -
from Lessos of such renewal shall be received by Lessor nol more then six (6) months nor less than thirty (30} days prior to the

expiration of the criginal term hereol.

40. This lease shall inure 1o the benefit of and be binding upon the respeclive heirs. administralors, executors, successors and
asslgns of the parties hereto, but no assignment of this lease, or any sub-fease or agreement affecling this tease, or the leased
premises, or eny interest therein, shall be valid, unless mada with the consent of Lessor in writing, Bnd no change in ownershipinthe
land or in the rentals or royalties shall bs binrding on Lessee until Lessee shall have received wiilten notice of such transfer or
assignment. All covenants, agreements and stipulations herein contained shall run with the property.

44, 1f there be more than one Lessee named herein the term “Lesses™ shall designate the plural number, and the abligations of
the Lesses hereunder shall be joint and several

42, Time is of the essence of this lease.

43. Vihete thera is a gas well or wells on the leased premises or acreage unilized therewith at any time during which this lease
is in eHect, and such well or wells are shut-in, Lessee shall pay as royalty 1o Lessor the sum of $1,280. per well per year. Said
payment is dus on or before ninety (30} days from the date of shut-in or the date on which the leased premises or a portion thereof
are unitized with lands cn which there is & shut-in gas well, and thereafter on or bafore the anniversary date of such payment during
the period such well or welis are shut-in. Upon said payment it shall be considered that such well or wells ara producing gas in
commercial quanitites for all purposes hereunder.

IN WITNESS WHEREOF., the parties hereto have caused these presenis lo be executed as of the day and year first hereinabove
writlen,
SUN EXPLORATION
SOUTHERN PACIFIC LAND COMPANY - AND PRCDUCTION COMPANY READING 8-BA TES

8y %‘L/? /mﬁzﬁﬂ-" By:._.//?/

Agent and Attorney-
CHARLES R MANGUM

PETROLEUM CO.

R A BERGER Sen SaT-\

Rtk
STATE OF OKLAHOMA ) : b {, L
COUNTY OF TULEA ) °°° ; i d

R
= Y. ""f,;:x'? ~
! O IR E A o

on this 1Bth day of February, 1
of READING & BATES PETROLEUM CO.

e D Gl

Lori F. England’- Notapf Public
1100 }td-Continent Building
409 South Boston Avenue

Tulsa, Oklahoma 74103

il ThE foregoing instrument was acknowledped before me

,

R

A

-

04T T
Cotmpission -Ekpires

STATE OF Colorado -~ B
COUKRTY OF Danver

of IT?‘E___.foregoing 1n§;1;;x:ent vag acknowledged bafore pe op thie 19th da
] * by CHARLES R, HANGDM ISR T
of SUN:EXPEORAITON AND PRODICTION COMPRRE, ACENT AND ATTORNET- IN-PACT

Lotbadish

Notary Publie 1

1801 Broadway, Suite 1000
i Danve:r. E‘.olorarlo 80202
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T Onlhu_:Z_nﬁh_dn __EI:meEJ'-—__
. JANETTE LEA® CABRAL a N’orary Public in and for the City ﬂﬂd Couﬂl}' Df San Frar!ruto. State of California, pfrmnafb' ﬂ'ppﬂ:lred
: R. A. Berger e S

t\ Lol

knannmmembclhe Vlce Pres;de t a EQ.EL.______

- {0 mre to be the person - wha executed it on behalf of :he rorportion ticrein mmm‘

and’ he arkuun'fu!gtd 1o me ma: :urh mrpomrfou cxcwu'd Hu' wmc

oo !A‘l‘!flT['. LFA GABR%LRNIA
1IC-CAl *F
.“%Tritﬁ;’npgﬁ:slgr BUSINESS I
- cavy c}i)urmr OF

N WITNES‘S WH!:REOF i Iune hzmmro set my hand and afﬁ::d my oﬂ' cml .teai ar

- above written,

Cor pq-l':lipn .

) My Cpﬁ\missi&n Expires December 13, 1983

in JAe,war One Thousand Nine Hundred and Eighty M bgfor.e e

.. of the corpomnou dtscnbed’ in and. thar execu;ea‘ the w;lhm rnmummr nnd alsp knawn, B

. my affice In Ihe C'rry and C‘aumy of.'fan anmto rkcu‘ay and’ymr in this trrrifwlc ﬁrsf nban i

EXHIBIT "A"®

Attached to and made a part of that certain agreement
958?5 dated December 1 , 1982 between
SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPANY and READING & BATES PETROLEUM CQ.

MDM

Subdivision Sec. Twp. Rge. Acres

All 1 35N 48R 652.93

All 21 35N 48E 640.00

A1l 29 35N 4BE 640.00

All 1 35N 49E 644,00
* All, except entry through

the upper 250' of sub-

surface 13 35N 49E 640,00
TOTAL 3,216.93

*Reserved Mineral Interests

RECORDED AT REQUEST OF
ﬁm.&plzxg.ﬁfLﬁo_-
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