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ORIGINAL PAPERS

tas’ Amandod dudy' 3, 1981 & ouuw 29 |seu

THIS LEASE, made in duplicats this FIRST. day: of  DEGEMBER - S b
and. . batween . “SQUTHERN "PACIFIC: LAND ' COMPANY, a. Cahforma corporation, - herelnaﬂer called “Lessor' fand . SUN .
EXPLQRAT(ON AND PHODUCTION COMPANY. As to an undwlded 75% inlaresl, and FIEADING & BATES PETH LEUM CO as

1. That Le@aor' ln consldera!ion oI the obsarvance and lanhlul pertormanca by Lessée of ali iha pmwsions oontamed hefefn,
does herebf Ieasa to Lesses for the larm and purposes hereinatier sat forth, aif that certain property, sometimes hereinnﬂer rafarred ;

-:_!o as “laassd premises”, in the County.of . EUREKA = -~ - , State of ___NEEADL_.____. more panlculaﬂy-
_;dacnbed on Exhnbit “A" attached hereto and mede a pan hereof - - L

Subject to easements, leases and festrictions affecting said property.
For the purposes of this leass, Lessee shall have the right {subjoct to the provisions hereot and 1o the extent of Lessor's
ownership thereof} 1o explore, drill for and o produce, axirast, take and remave all ofl and gas hareinaiter referred to as ‘'substances’,
contained in said property, to store said substunces upon said property, fo locate, erect, construct, maintain, replace and operate

upon and in said progaﬂy such {acilities and struclures {except refineries or fopping gas plants) as may be necessary in the
f sald suhstances from said property, and to appropriste and use such waler as

production, trestment, $torage oF transponiation of sald substantes &

-. 'may be necessary for the above opersations.
.. Reserving unto Lessor, i3 successors and assigns, tha right to construct, maintain and use ditchas, flumes, roads, rails, tracks
- and pipe, telegraph, telephone, signat, communication and power fi fines in, upon, over and across said property and the right to use
said property for any and all other purposes consistant with the rights herein leased to Lesses. )
o 2 The térm of this leasa shall be for twenty-five (25). years, lrom and after the __FIRST __  day of DECEMBER ,
,m_ai. unlsss soonar 1=rnma:ed o lorfeiled, either in whols or in pari, as hereinafter provided.
3. Lessos agreﬁ ‘to psy to Less r & cash rentat of §_6.41 .60 in advanca on the date of delivery of this jease for the

" first year. _ of the torm hereof, and annually thersafter, on or before the first day ol sach successive ysar
‘of ﬂm tarm hereo! 2 cash rental ~.f $2.00 an acre per annum in advanca. provided that rental shall not accrua or be payable for:

{s)each “drilling unit” urJn which there is a producing oil or gas well on the date when rental is p Eab%as 3
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{bjeach 640 acre subdivision within the boundaries of the leased premises on which drilling is in progress on the date when
rental is payable, or

{c)each 640 acre subdivision upon which thers is a producing gas well on such date if no oll has been discovered in paying
quantities on the leased premises or within ofiset distance, as provided in paragraph 16, and Lessee has determined, as

provided in paragraph 15, that conditions are nol such as to indicate a reasonable probability of the discovery of oil on the
leased premises. of - et

{d}each "drillii-:g unit” on which there is a producing cil or gas wall, {for any period during which Lessee is prohibited by law, or

by the orders, rules or regulations of a compelent administrative aulhority, constituted by law and not by voluniary
agreement, from producing said substances therefrom.

Unless olherwise designated in an official dlling and spacing order of a regulatory authority having jurisdiciion 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 iess, il the average depth of the producing interval of wells drilled for oil shall not be more
than four thousand (4,000) feet; .

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

Subject to the terms and provisions of Seclions 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
herein shali be a legal Government forty {40} acre subdivision, and a one hundred sixty {160} acre subdivision as used herein shall be
a tegal Government one hundred sixty (160) acre subdivision, all according to the United States survey.

4. Except as herein otherwise provided specifically including Section 19 of this lease, the Lesseg shali commence drilling an oil
or gas well on the leased premises on or belore fiva years from date hereof {referred to in Section 4 as “sald date"), and shall
conlinug the work of drilling such well with due diligance until completion. After complation of the first well, Lesses shali commence
drilling another well on said leased premises wilhin one hundred twenty {120) days arid shall continuously operate at least one string
of wools in drilting wells on the leased premises, aliowing one hundred twenty (120) days between the completion of one well and the
commencament of ine next succeading well until one oil or gas well producing from each productive zone has been completed 1o
each driliing unit; provided, however, that if any well completed belore said date shal! prove 1o be a dry hole_and there is then no
producing well on the leased premises, Lessee may COmmence drilling the next well at any time bafore said date. Nothing herein
shall limit the number of wells which Lessee may, &t Lessee’s option, drill in excess of the number herein specified, or the depth to
which any well may be drilled il Lessee should elect to drill below the depih specified. if Lessee has not commenced drilling of an oit
or gas well 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 deemed completed when {a} formalions or mechanical difficulties are encouniered which, in Lessee’s

" judgerment, would render further Jrifling of said well unprofitable or unsuccessful, and because of such fact active drilling operations

therein are discontinued, or (b) it has been drilled to basernent rocks, and active drilling operations thereon are discontinued, or
{c) Lessee has ceased drilling operations thereon and il has been put on'regular production and is producing oil or gas in guanitites
deemed by Lessse sufiicienl to pay to pump or otherwise secure and sava.

6. Except as hereinafter provided, Lessee shall deliver {0 Lessor, as royally, one-sixth {1/6th) of the net oil, petroleum and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month,

Said royalty shall be subject to deduction from the gross product; the quantity that may be consumed In lhe Lessee’s
operations hereunder, and after making deductions for temperature at 60° Fahrenheil, bottom seittings and moisture according o
the American Petroleum [nstifute methods.

7. Lessee agrees to pay lo Lessor as royalty one-sixth (1/6th) of the valua of natural gas produced and sold from the leased
premises, and one-sixth (1/6th} of the value of residual dry gas sold after the processing of the wat gas produced in wells on the
leased premises, but nothing in this agreement shall requite the tessee 1o save of market natural gas or residual dry gas unless there
shall be a surplus abova fuel requirements, and a market at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natura! gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the leased premises. Lessee shall rot be reguired to pay royalty for any natural gas or residual dry gas used in Lessee’s
cperations on the lzased premises. Lessee shall nol use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price to be paid to the Lessor for its one-sixth (1/6th} share of such gas.

8. {a} If the wet gas produced from said premises is processed lof the purpose of manulacturing natural gasofine andfor other
petroieum products then Lessee shall pay to Lessor cne-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 preducing and selling the same, which cost shall include the expense of
operating and maintaining the plant and facifities used in the gathering and processing of said wet gas and the siorage and shipping
of said gasoline and/or other petroleum products.. In no evert, however, sha!l the total of said cost of producing and seifing exceed
fitty (50) percent of the fotal value of all natural gasoline and/or other petroleum products recovered and saved from said wel gas
computed in the manner hereinalter set forth. In computing the value of said gasoline and/or other petroleum products the gasoline
andfor other pelrofeum products shall, it sold by Lessee lo third parties, be valued at the respective nat ex-tax prices received by
Lessea i7om the ssie thereof at the plant or plants where produced. If said pAasoline and/or other petroleum products are retained by
Lessee for Le: see's own use, such products shall be valued at the respective ex-lax prices posted or established for natural gasoling
of like Reid vapc: pressure and/or for other petroleum products of the same quality produced in the same field during the same
catendar month.

{b) If any wet gas produced from said premises is sold by Lessee for the purpose of manufacturing naturat gasoline and/or
other petroleun products on a basis whereby a royalty therein i5 reserved 1o Lesses, payable in money, then the Lessee shall pay to
the Lessor one-sixth {1/6th) of the total amount of the rayaity 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) percent of the total value of such products so
manufactured.

{¢) 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 gasofine and/or other petroleurn products recovered therefrom is
reserved to the Lessee as royalty payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th) of the totat value of said
natural gasoline and/or other petroleum products so reserved 1o Lesses, provided, however, 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 the natural gasoline andfor cther petroleym products manufactured and recovered under paragraphs {b)
and (c) sbove shall be established in the same manner as outlined in paragraph {a) abGve.

9. Unless Lessor shall efect to receiva its royalty oil in kind, the Lesses will purchase fhe royalty oif from the Lessor (a) at the
highest posted available marke! price of the oil al the well, or in the field in which the wells are situated {effective at the tima of
removal from [ease tanks) of all such oil so produced and saved by the Lessed from said wells and removed therefrom during the

2

preceding calendar month, or {b} in the absence of a posted markel price for Such oil, the prevailing m ”Bt i gge wall orin °
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the field {effective at the time of removal from lease tanks) of such oil, or (¢} in the absence of a prevailing market prica the acual
prica received by Lessse for such oil as said wells, or (d) in the absence of sales by the Lessee at the wells the reasonable value of
such ol provided, however, that if the Lessee disposas of such oil at a price, including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royally il by the Lessee shall be the same price, including bonus, recaived by Lessea.

10. At Lessor's option, exercised not ofiener than oncs In any one (1) calendar year, and upaon sixty {60) days’ previous written
nolice, the Lessea will deliver tha kind, free of cost 1o Lessor, the said royalty oil. Should Lessor requirs that royalty oil be delivared in
kind, Lesses, if requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises suffictent to hold an
accumulation of not to exceed thirty (30) days’ production of royalty- oll and will place said royalty.oil in storage for.the Lessor in said__ __
tenks as and when it is produced. Lesses shall be in no manner responsible or held liable for loss or destruction of such stored oil
belorging to Lessor from causes over which Lesses has no control. Lessor agrees to remova the royalty oil so storad from said tanks
as olten as may be necessary to keap sufficient space available in said tanks for current accumulations of royalty oit. No royalty shall
be due the Lessor for or on account of oil lost through evaporation, leakage or otherwise prior 1o the removal of same or delivery to
Lessor, if royalty oil shall be delivered in kind. it Lesses purchases the royally oil, the Lesses may deguct therefrom a proportionate
part of the actual reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only in the event, howsver, that such oit is trealed by the Lessee on or in the immediate vicinity of tha isased premises. If the
Lessor shall elect to receive royaity oil in kind, such royalty cil shall be of the same quaiity as that removed from said leased premises
for the Lesseg’'s own account, and if Lessee’s own oil shall be treated before removed, Lessor's oll will be treated therewith before
defivery thereof to tha Lessor, and Lessor in such event, shall pay a proporfionate part of such reasonable cost of treatmeant.

11. All royaltes payable and the price for all such substances which shall ba sold 1o the Lessee hereunder, under tha lerms
hereol, shall be paid by Lesses 1o Lessor on or before the twenfieth day of the calendar month next succeeding that in which delivery
of such substances shall have been made to the Lessea under such sals, and all royalty paid in kind shall be delivered 1o the Lessor
from time to tme as the sama is obtained on said premises and stored and handled as herein provided.

12. The renial and royalties hereinbefore provided for shail be in lien upon any and all of sald substances removed from or
stored upcn the leased premises, and upon any improvements and personal property «f the Lessee upon-said leased premises.

3. Subject to the terms ard provisions of Sectian 43 of this lease, each producing wet, as soon as completed by the Lessee, :
shall be placed upon production and shall therealler be operated by Lessee diligenily and continuously, and in accordance with i
sound oil fiald practice. Lessee, ffom tima to lime as necessary, shall clesn out the wells and do any and all other work required lo
keep them in condition for production and the extraction of ol and gas therefrom to best advantage. Excepl as herein otherwisa

provided, the Lessea will keap each well drilled on the properties covered by this leasa producing 1o capacity consistent with good
operating practice.

14. This Lease shall be subject to all laws, statutes, rules and regulations heretolore or hereafter enacted or promulgated to
contral, suspend or conserva oil or gas and oil or gas operations, and, also lo any general agreemeni which Lessee may in good faith
enter inlo with other operators in the fleld in which the leased premises are situaled, for a like purpose; and if compliance by the
Lessee wilh such laws, statutes, rules or regulations or with any such agreement shall hinder, delay or interfere with the carrying out
of any provisions of this lease, Lessee shall no!l be considered in default or be liable to Lessor for any damage or injury suffered or
sustained on account thereof, nor shall Lessee's rights ba subject to forfeiture by reason thereof, notwithstanding any provisions of
this lease; provided, that such agreements alfecting the leased pramises shall not be for periods greater than ore (1) year without the
Lessor's writlen consent, and provided. further, that no such agreement shall authorize Lesses to discriminate against said leased
premisas in favor of any other properties owned, leased or operated by the Lessee in the same field, nor excuse such discrimination
gither in the drilling or _producing obligations of the Lessee hereunder. Lessee will furnish Lessor wilh copies of any writlen
agreement for the voluntary curtailmeant of said production, and il there are no such agreements, Lessea shall furnish Lessor with
copies of orders of the Gl Umpire, or any other authority having the power 10 make orders for voluntary curtailment. The Lessee
shall not be considered in default because of any acls done pursuant to or in reliance of any law or statute, rule or regulation, here-
after declared unconstitutionat or void prior to 2 determination of such unconstilutionality 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 Lesses shall operale the leased premises for the
production of gas. In such event, the drilling obfigations shall be reduced so that the Lessea shall be required to drill not more than
one well to each ane hundred sixty {160} acres, or major fraction thereof. For the purpose of this leass, a gas well shall be any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand (10.000) cubic {eet per barrel. and an o/ well shall be
any well producing at a gas-oil ratio of ten thousand (10,000) cubic feet per barrel or less; provided. however, that any well, the liquid
production from which is a result of retrograde condensation, shall be considered a gas well regardiess of the gas-oil ratio. If, at any
later period, oil shall be discovered in paying quantities on the leased premises o in the evant that oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
shall revive as an oil fease, and all of the conditions herein stipulaied as to drilling for oil shall become elfeclive commencing with
such discovery ol oil. Pravided, however, the foregoing terms and provision of this Section 15 shall be subject to (i} the applicable
rules and reguiations of the regulatory. autherity having jurisdiction of the state in which the tessed premises are located, and {ii)
Section 3, 14 and 26 of this lease.

1£. Subject to the terms and provisions of Section 14 and 26 of this [ease, in the event an ol well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and compileted in a zone the average depth of which is fess than four thousand {4,000}
teet and within three hundred thirty {330) feet, or is completed in a zone the average depth of which is grealer than four thousand
{4007 feat anc within six hundred sixty (660) feet, or in the evenl thai a gas well is compleled on adjoining propeérty which is not
unitized wa'h Lessor fands within thiteen hundred twenty {1,320} feet of the exterior fimits of any property at the time embraced in
this lease in ezch instance and oil or gas is produced therefrom in paying quanitites for a pariod of thirty (30) days, and the drilling
requirements under this lease ars not fully complied with,and the owner of such well shall operats the same and marke! the ¢il or gas
therefrom, then, unless there is a well then being drilled or an production on the leased premises wilthin the applicabls ofiset distance
from the common boundary ling, the Lesses agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafter in the leased premises. and complete it at approximately the same distance from the common bbundary Tine as 'said = ~
wei on the adjoining property is completed, and proceed diligently and continuously to drill and complete said offset well to the zone l
from which such well on the adjoining property i3 producing; provided, however, that in the event Lessea is drilling an oit or gas well
upon the leased premises at the time of discovery of ¢il or gas on the adjoining property, the time for commencing the drilling of an
offset weti shalt be extended until ninety {80) days after the completlon or abandonment of said well then being drilled by Lessea on ~
the leased premises; provided, however, thet in no event shall said time be extended beyond six (6) months afier the completion of
; the well on the adjoining property. For the purposs of satistying drilling obfigations hereunder, offsat wells shal! be considered as
other wells required to be drilled hereunder; provided, always that Lessee agrees to space oil or gas wells on the leased premises
l according to the same spacing of oil or gas wells an the adjoining property in order properiy and effectively to offset production from I
walls on such adjoining property end prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended whils the price ofersd generally to producers in the same
fis'd for oil of a gravity of 14° American Pstroleum Institute Scala, or of any higher gravity, at 0° Fahrenheit shall fall below One
Doffar {$1.00) per bamel al the wells; provided, however, that drilling or aroduction from offset wells shail not be suspended on the
leased premises unless the offsetting wells on the adjoining premises also discontinua producing.
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18. Any obilgatiens, covenants or conditions imposed upon the Lessee shall ba suspended only v/hile Lessee's compliance is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riots, delays in transportation, inability to
secure malerials, labor, drilling equipment or transportation in the opan market, or Interfersnce by Governmental action, or any other
cause beyond the ressonable control of the Lessee, whather similar or dissimilar to the causes spacificaliy mentioned. il such
suspension occurs, the payment of any delay rental during such suspension hall be axcused and Lhe lease term shall be extended
for a period of tima equal to the period of such suspension and any such extention of the lease term. Lesses may resume the
payment or tender of rentals in accordence with Paragraph 3 hereof after the period of suspension the proportionate part of tha
rental for the rantsl year remeining atter such period of suspension. {essea’s obligation o pay royalty on oil and gas production
produced, saved and marketed shali never be suspended under this paragraph. Whenever Lesses would otherwise be required to

surrender any of the leased premises as an altsrnailve to the performance of any obligation under this lease and such obligation is so '

suapended, then so long &s such performance is suspended under this paragraph or other provision of this lease, Lesses shall not be
required 1o surrender any portion of the leased premises. )

I tha permission or approval of any governmental agency is necessary before drilling or other operations can be lawfully
commenced on the leased premises, then il such permission or approval has been applied for at least thirty (30} days prior to the
date upos which such operations must be commenced under ihe terms hereof, the obligation to commence such operations shall be
suspended until thirty (30} days afier the governmental permit is granted or approval given. If such permit or approval is denied
initially or at any time during the appraval or permitting process or is revoked after issuance, then so long as Lessee in good faith
appesls {rom such denial or revocation or conducts further proceedings in an attempt 1o secure such permit or approval, the

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

19, The Lessee may, al Lesseg’s option, at any time surrender and quitclaim this lease as to all. of the leased premises or as o
any ona of more twenty (20} acre subdivisions thereo! as herein defined, and shall b released from all obligations thereafter arsing
with respect to the premises surrendered and quitclaimed, and in the casa of a partial surrender and quitelaim all of the rental and
drilling obligations shall be reduced pro rata. At any time after the completion of tha first well, or any subsequent well on the leased
premises, Lessee may cease further drilling and it the full number of wells shall not have been drilled Lessee shall thereupon surmen-
der, and this leasa shall thereupon lerminate s to all of the leased premises, except drifling units occupied by producing ofl or gas
wells, aach of which drilling units the Lesse may hold subject to the terms ol this lease uniil abandoned or until tha end of the tam
thereal, and tha extended term, il ienewed as hereinatter provided. Each of said driling units shall, in each instance, conform to
subdivisions a8 defined in paragraph 3 hereol. Lessee shali hava.the right to do such things as may be necessary to keep such
drilling units in the highest productive state, including the right to ream, clean oul, deepen, re-work, re-driil, and to drill new weils
therean to other zones in order io maintain or increase production, or to restore producion if it shalt cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of ihis lzase, and failure to remedy the default
within thirty (30) days after receipt ol written notica from Lessor so to do. then & the option of the Lessor this lease shall forthwith
cessa and terminale, and all rights of the Lessee in and to said property shall be at an end as to alt said properties. axcep! that the
Lessae shall have the right to retain and hold under this leasa the area surraunding each well producing or being drilied, with respect
to which it is not in default to the same extent and with the same rights as provided in paragraph 198 hereofl in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shali not be a waiver of any other or
subsequent breach hereol, nor of any other covenant or condition hereol.

21. Upon surrender by the Lesses of said leased premises in whola or in part or upon the termination of the Lessee’s rights and
interests in and to the leased premises, or any part thereof, in any manner herein provided, the Lessee will quietly and peaceably
surrender possession thereof 10 the Lessor and agrees to release to the Lessar, its successors or assigns, all right, titie and interest of
the Lesses in tha leased premises, or tha portion thereof in which the Lessee's righls have terminated as herein provided. In the evenl
of a partial release of the property so-released shall be subject to the easements and rights of way herein provided for and appurten-
ant to any past of the leased premises retained by the Lesses, and the Lessee shall furnish ta the Lessor a map showing the location
of such easements and rights of way. If there are any righls, Interests, claims. liens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone claiming under Lessee at the time of the reieasa, Lessee shall take such acuons, steps and
proceedings as may be necessary 10 lerminate and extinguish any such righls, interest, liens and encumbrances, failing inwhich,
Lessor may do so at Lhe sole expense of tha Lesses, which expense, plus reasonable attomey's fees, Lessee agrees to pay to Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in writing that to the best of Lessea's information, knowledge and
beliel no such rights, interests, claims, liens or encumbrances alect the lease premises released by Lessee

22 Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lesses on or
in the demised premises shall be and remain the personal property of the Lessee, and provided no defauli shall at such time existin
respect of any payments or rentals or in respect of any covenants, agreements of conditions to be kept or performed by the Lessee,
the Lesses shalf have the right during tha term hereof, or at any lime within sixty {60} days after the date of termination of this leasa
1o remove from the leased premises al! such personal property, except casing in water wells purchased by Lessor, provided, turther,
that the Lessee may extend the time within which such personal pioperty may be remaved lor a period not exceeding six (6)
months from such date of termination by paying to the Lessor monthly in advance a renal of Ten Dollars {$10.00) an acre a month
for each twenty {20} acre subdivision upon which any such persanal propery remains. Any such personal proparty nol semaved
from said premises wilhin said six () months’ period shall become the property ol Lessor.

23. The Lessee agrees to keep full records of the operations upon and production and sales of said substances from said
leased premises independentty of and separate from any other premises operatgd by the Lesses; 1o nolity Lessor promplly of
discovery of any of said substances in tha leased premises and 1o furnish to the Lessor on or before the twentieth day of each month
a true s°stement, in triplicats, of all production, deliveries and deductions in a lorm satisfactory to the Lessor. All records of the
operations ar 1 produciions and sales of said substences trom said leased premises shall, at all reasonable times, be open 1o the
inspection of Lissor's agents and representatives.

24. Lessee will keep an aceurate log and casing record showing the progress of drilling, character of formations encountered
or drilled through, and casing in each wall in which drilling shall have been dona on the leased premises, and fumish Lessor a copy
therec!f upon the completion of or the abandonment of each well, and a true copy of all surface and subsurface surveys made of each
well drilled under this leasa. Lesse will furnish all reasonabla facilities for making such observations, measurements and records as
the Lessor may desira and Lessor's duly appointed agents and representatives shall have fres and full access at their sole cost, risk
and expensa to all of the wells and works and to all propery in and upon said leased premises.

25, Lessee agrees to conducl Lessee’s operations 50 as to interfere as little as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the L essor: to [ay and maintain all pipe lines not less than thirty-six inches
(35"} below the surdace of the ground; to fence all sump holes and excavations 1o safeguard lfivestock grazing on said fand; to
provide substantial gates at points where fances are cut by the Lesses; and to use reasonabls care and diligence to prevent the
averflow of oil or water which may ba detrimental to vegetation on those portions of the leased premises which are suitable for
grating, agricultural or horticultural purposes.

26. Lessee shall carry on Lesses’s operations hereunder in a carefut and workmanlike mannes. Lessee shall comply with any
and all applicabla valid statules, ordinances and governmental orders and regulations pertaining 10 the exercise of rights leased her-
wndar and shall lurnish such evidenca of Lessee’s compliance therewith as may be required by Lessor. Lessea shall furnish evidence
satisfactory to Lessor that abandoned walls have been properly abandonad in compliance with applicable statutes, ordinanges and

governmental orders and regulations. " Book 11 0 PAGES B
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27. Upon termination of this lsase (n eny manner, or if any well is abandoned the Lesses agrees to relevel the surfaca of the
property involved, and to fili all abandoned sump holes and excavations mada by Lessee; 1o remove all derricks, tanks and tank
supports, and if there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
rarmovad if the Lessor desires, and dilches opened up by removal of the pipe line and the ground made to conform to the natural
contour. Lesses will also remove all cerent blocks or foundations which may have been placed on the leased premises, and any and

all other supports placed by Lessea or permitted by Lessee to be placed on said leased premises and which, in any manner, interfere
with the use thereof.

28, Lessee agress 1o releass and to indemnify and save harmless Lessor, the surface owner of said property, the heirs,
personal representatives, successors and assigns of the surface owner, and any corporation afiitiated with, owned or controlled by
Southemn Paclfic Company, a corporation, from and against any and all claims, causes of actlon, liability, costs and expenses arising
out of injuries to, or deaths of, all parsons whomsoaver, and loss of, or damage to, all property whatsoever, directly or indirectly
resuiting from or caused by the occupancy of, or operations of Lessee on, the leased premises or property adjacen! thereto, or the
existence of oit wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lessee an said leased premises or
property adjacent thereio, including, without limiting ihe generality of the foregoing, the breakage of pipe lines, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

20, Lessee agress 1o pay before delinquency all 1axss and assessmants which have been or shall be jevied and assessed on the
mineral rights in the leased premises, and on the buildings, structures, equipment and other personal property or improvemenis
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belonging to
Lessor. Lessea may deduct up to one-sixth (1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, paid by Lesses, from the royalties due and payabls to Lessor for production during each successive twelve months'
period subsequent {0 the day and month in such fiscal year on which the first installment of such taxes and assessments become
delinquent. The above amount of the taxes and assessments for a particular fiscal yegr so paid shall-be deductible only from the
royalties due and payabls during the fwelve months' period which immediately succeeds the date of delinquency of the first
Instaliment in such fiscal year. Lessea agrees to pay ta Lessor annually, within lileen days after demand, an amount equal 10 five-
sfxths of the real property taxes and assessments pald by Southern Pacific Land Company on the land overlying or occupied by the
leased premises (except on huildirgi structures and other improvements thereon not owned, maintained or used by Lesses) for the
fiscal year beginning July 1, 19 . prorated from DECEMBER 1, 198 to June 30, 183 __ and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severance tax compuled or based upon production
of oil, gas or other mineral substances which may be imposed by tha Federal Government, the State of Cafifornia, or any ol its
political subdivisions, and Lessor shall reimburse Lessee for the sama proporiion of said taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either party may pay ihe entire amount of any delinquent laxes 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 penalties and interest
thereon, and shall be entitled 1o reimbursement from the other party of the part of the taxes and assessments herein agreed to be
paid by such other party, and of the entire amount of the penalties and interest. Penalties and Inlerest on delinquent laxes and
interest on payments made pursuant (o this paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such snnual adjustments, but shall be borne entirely by the party obligated to pay the tax or assessment belore
detinquency.

31. Lessee shall not commenca. drilling inlo or through the leased premises or construct, afler or repair structures or
improvements of any characler, excep! emergency repairs, upon sald property until after written notice thereo! is given o Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lesses agrees Lo pay in tusl
all persons who perform labor or services on, turnish materials joined or atfixed to, or provide equipment for, sald 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 permit or sutfer liens of any kind or nature to be enforced against said property for such tabor, services, materials of
equipment. Lessor shall have the right 1o pay any amount requited 10 release any such lien or liens, or to defend any action brought
thereon, and 1o pay any judgment entered therein and the Lesses shali be liabls to the Lessor for ali costs, damages and reasonable

aftorney's fees, and any amounts expended in defending any proceedings. or in the payment of any of said tiens or any judgement
obtained theselor.

32 Lesses agrees to pay to Lessor interest at the rate of 10% per annum upon any and all amounts whatsoever due under this
lease to Lessor from the date payment of each such amount is due and owing to Lessor or from the date of each breach by lLessee ol
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each payment of said amounts, unless such payment
is tendered or paid to Lessor within 30 days after the date a payment is dua and owing hereunder to Lessor or the date of such
beeach, as the case may be.

a3, I Lessor shall bring suit to compel performance of, or 10 recover for breach of any covenant or condition herein contained.
or for declaratory relief, and prevails therein. Lessee agrees to pay fo Lessor reasonable atiorney fees in addition to the amouni of
judgment and cosls.

34, All payments to the Lessor shall be made to it at One Market Plaza, San Francisco, California 94105, but Lessor may at any
tima by nofice 1o Lessee change the place of payment.

5. Any demand, nofice of stalement. herein requested or required 10 ba given by one party to the other shall be in writing.
Delivery of such written notice or statement to Lsssor shall ba conclusively taken as sufficient if and when deposited in the United
States Mail with postags thereon fully prepaid, certified o registered, acdressed 1o Lessor at One Market Plaza, San Francisco,
California 9-105, and delivery of such notice or statement to the Lessea shall be conclusively taken as sufficient if and when
deposited in the United States Mail, with postage thereon fully prepaid, certified or regisiered, addressed io Lessee ai 1000 Trinity
Building, 1601 Broadway, Denver, Colorado 80202 Any party hereto may, by written notice, change his or its address 1o which such
demands, nolices or statements may be sent

38 This instrument is a lease and is not and shall not ever be held ar interpreted to ba a mining partnership or parinership of
any kind, of in any sense whatsoever, the intention of the parties hereto being to establish and create hereby beiween themselves
only the relationship of Lessor and Lessea in accordance with the lerms, provisions, conditions, covenants, reservations and
agreements herein set torth.

a7. Itis agreed thal in casa Lesses shall, except by Lessor, be lawtully deprived of the possession of said premises, or any part
thereof, Lessea shall notity Lessor in writing sefting forth in full the circumstances in relation thereto, whereupon the Lessor may, at
its option, either reinstall Lessee in possession of the leased premisas or terminala this lease as to the premises or the part thereol,
tha possession of which Lessea is so deprived, by giving notice in writing to the Lessea 1o that eflect and at the same time paying, or
tendering with such notice, to the Lesses the sum of One Hundred Dollars {$100.00}, plus the pro rata amount of any rental, thersto-
fore paid in advance by the Lessee under the provisions of paragraph 3 hsreol and applicable 1o said premises, or such poriion, for
the unexplred rentat period, whereupon no claims for damages of whalsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38, if Lesses is adjudicated a bankrupt, or shall make an assignment for the benefil of creditors, or fila & volunta? petition
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under any law {having for its purpose the adjudication of Lessee a bankrupt, or the extension of tima of payment, compuosition,
“adjustment, modificalion, setitement or eatisfaction of the lisbilities of Lesses), or a receiver be appoinied for the property of Lesses

" "ty reason of the insolvency of Lessee, notwithstanding anything 1o the contrary elsewhere in tho lease, Lessor shali have the
- Immediats right to terminale this léaso and to take exclusiva possession of the leased premises. The acceptanceof Tent or ather
- payments for the use of the leased premises shall not constitute a walver ol Lessor's right to terminata this lease as above set forth. i
- here are two or more Lessees hesreunder, o if Lessea is a partnership, then the right of Lessor to terminate the entire lease shall be -
-, . exercisable in casa any one of the Lessees or partners is adjudged a bankrupt or becomes subjec! to or parficipates in any other
proceedings or. procadure herein mentioned. -

%~ 39. If, & the expiralion of the term of tivis tease, any wells are being drilled by Lessee on the leased premises, or any existing
wells are producing or capatis of producing oil or gas in paying quantities, but are nol being produced for reasons authorized under
this lease, Lesige shall have the option of renewing this lease as long thereafter as such substances are produced or capable of * -
being produced ta inciude drilling units as defined In paragraph 3 hereof, occupied by wells producing in paying quantities or weils- -

" n process of being drilied on the same acreage specifiec in paragraph 3 hereol, together with the same rights provided for in
-paragraph 19, on and subject 1o the same royallies, lerms, covenants and conditions s are hereln specified; provided, wiitten notice .
from Lesseo of such renewal shall ba received by Lessor not more than six (§) months nor less than thirty {30} days prior 10 the
expiration of the ofiginal lerm hereof. :

40. This lease shall inure 1o the benefit of and be binding upon the respective heirs, administrators, executors, successors and
assigns of the parties hereto, but no assignment of this lease, or any sub-lease of agreement affecting this lease, or the leased-
premi or any interest therein, shall be valid, unless made wilh the conzent of Lessor in writing, and no change in ownership in the
Jand or in the rentais or royaities shall be binding on Lessea until Lessee shall have received written notice of such transfer or

assignment. Afl covenants, agreements and slipulations herein contained shali run with the property.

41. 1f there be more than one Lessee named herein the term “Lessee” shall dasignate the plural number, and the obligations of
the Lessee hereunder shall be joint and several.

42 Time is of the essence of this lease.

43, Whare there is a gas well or wells on the leased premises of acreage unitized therewith at any time during which this lease
is in efect, &nd such well or wells are shut-in, Lessea shall pay as royaity to Lessor the sum of $1,280. per well per year. Said
payment is due on or before ninety (90) days from the date of shut-in or tha date on which the leased premises or a portion thereof
are unitized with lands on which there is a shut-in gas well, and thereafier on or before the anniversary date of such payment during
ihe period such well or wells are shut-in. Upon said payment it shall be considered that such well or 'wells are praducing gas in
commercial quanitites for all purposes hereunder.

{N WITNESS WHEREOQF, the parties herslo have caused these presents to be executed as of the day and yesr first hereinabove
written.
SUN EXPLORATION

SDUT%NPFCIFIC LAND COMPANY AND PRODUCTION COMPANY READI G%?L'EUM CO.
By -j/@:ﬂp@._ BYZM_'&EL ey-/‘ 7 N 7T AN /-\
[t Agent and Attocney-ingFact r [

—== o

Attest: .'-‘--?"./ ss: _B. G Ut Yics Preshds : Al
-{' B,

CHARLES R MAKGUM

" y ~
IR
fot X
.y
I B R ' et s

STATE OF OKLAHOMA ) .
COUNTY OF TULSA )

-."'rﬁe"ésie oing inst
'f"g‘;-"..i'.{n'%*s. o5 VICE PRESTDEN
¢ LETALE,

3 D

ment Was acknowledged before me on this 18th day of February, 1983,
" T, LAKDS, of READING & BATES PETROLEUM Co.

Lori F. Tngland ~ Kotary

1100 Mid-Continent Building :
409 South Boston Avenue ;
Tulsa, Oklahoma 74103

=*m: OF Colorado
LOTNTY OF Danver

wme foregoing InBLTULEDL V2B ackoevwledged bzfore ne on this 'Lgth__day
of , 1983, by CHARLES R. HANGDM,a2s AGENT AND ATTOPNRY-IN-FACT

Jannary. o
of SUR EXPLORATIOR AND PRODUCTIOR COAPANY.

HITNE‘SS'E?&?‘%{ and official s=ael,.
o eevesenn T e e
- s PR -
g ;‘oc: ok BXpir arch 3, 1885
e
o Yotary Public A

1501 Broadway, Suite 1000
Denver, Colorado 80202
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LT STATEOQFCALIFORNIA -~ ‘,, \ o
.. . Cityand Coumy of § Sarr Franeiteo |

Lo On lhu_g_g.ﬂ\_._ dayof __e_m:mhe:_—m rhe;ear Oné Thousand Ni Two Fore -
. : ) ine Hundred and Eigh e
- mr, JAM-.“ITI-. LEA CABRAL a Narar_r Public in end for the City and Counl_r of San anrurot":ﬂ;rc ;; Ca;:fogna peisonally apprarfd‘ before

R. A. Berger

v (OneM:tkci le)

L knon‘nlamua_bnhe Vice Presuient d ¢ M| H';i'ha"ggﬁ'[x""

] ‘of ‘the corporation___ dﬂcrr!wd in ond that execured the wn‘hin l’nummcm and’ aliv icmmnr
o me to be the person . - who executed it on beha!]‘ of the corporaiion f}mﬂfn mmm‘ :
ond ___he crhrau hdgzd 0 nte that'sich corporation ___ executed Hre wme o

- smm lEA GABRAL
'NGTARY PUBLIC. CAL'FORNIA
PRICIPAL PLELE OF BUSINESS IN

CEAN 'i":sco -
cmm]u!cn frzines Dec 13. 1985

N h’!TNES.S‘ WHEREOQF, I heve hereunto set my hand and affF xrd my ojf fcial seal at -

IH}' Dﬂ ce fn the le}' and Cotnt ofSau rancisco, the day an £ar ll'I 2 er (ﬂt st a Ol'
v F he o d y. lnrl'l l! { f it b €

. : Corporation

: e o Notary PubHc in and for the City and County of San Framcisco, State of Califormia, H
s ~ My Commistiah Expires December 13, 1985 : '

i s LI !"ﬁﬁl ;ﬁ’_':"' R R TR R TLET

EXHIBIT "A"

Attached to and made a part of. that certain agreement

No. Qs dated December 1 , 1982 between

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPANY and READING & BATES PETROLEUM CO.

. 7 MDM
Subdivision : - Sec. Twp. Roge. Acres

* All, except entry through

the upper 250' of Sub-

surface 1 34N 49E 640.80
% All, except entry through

the upper 250' of Sub-

surface 12 34N 49E 640,00
* All, except entry through

the upper 250 of Sub~

surface 13 34N 49E 640.00
% All, except entry through

the upper 250" of Sub-

surface 25 35N  4SE 649,00
* A%l 36 35N 49E 640,00
TOTAL 3,209.80

#Raserved Mineral Interests
RECORDED AT BEQUES(I;:IF

‘g?@,fﬂlm_mczm
gaMAYi0 All: 04

OROS
OFFIEIAL REG l{EVAUA

Fazs la.00
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