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GOPFOFO - CINAL PAPERS.
. olL AND GAS LEASE

“made - FIRST: " ooy . DECEMBER

&nd ; belwesn: SOUTHERN “PACIFIC - LAND - COMPANY, a  California’> corporation,- hereinatier . called - *Lessor”;. and

EXPLORATION AND PRODUCTION COMPANY. As t6 an undivided 75% Interest, and READING & : BATES PETROLEUM CO,
undivided 25% Inierest, herelnafier collectively. called “Lessee™ - © " - .- " ST T e
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1 2710 That Less b'c;néiﬁe;fﬁtion‘_ﬁf the obsewari{:e' and féiiﬁfyl pédoﬁuanbe by Lessed of all the prdviéiuim-s::éénthiﬁéd_hemih,
does hereby leasa to Lesses for the term and purposes hereinafior set forth, all that certaln property, somelimes harelnafter referred
1o s "ieased premises”,'in the County of ___EURERA ° . . |Stateof NEVADA _ - == . more particularly’
descnbedonExhlbﬂ ~A" atlached hereto and. made a pant hereof. ) e IRTRN R

Subject ko sesemenis, Jeases and restrictions sifecting said propoity.

For tha curposes of this lease, Lesses shall have the right (subject to the provisions hereol and to the extenl of Lessor's
ownership thereof) to explore, drill for and to produce, exiract, take and remove all oll and gas hereinafier referred to as ‘substances’, _
contained in said property, 1o slom sald substances upon sald property, to locals, erect, construct, maintaln, replace and operate
upon and in said properiy such faciiities and structures {(except refineries or fopping gas plants) as may be necessary in the
production, treatment, slorage or transporialion of sald substances from sald property, and to appropriate and usa such water as

may be net for tha above operalions.
- Rese_:’;i unto Lessor, its successors and assigns, the right 1o constnsct, maintaln and use ditches, flumes, roads, trails, tracks
" and pipe, telegraph, lelephone, signal, communlication and power lines in, upon, avsr and across said property and the right to use-
said property for any. and all other purposes consistent with the rights hereln leased to Lessee. ]
N 2. Thé term of this foase shall be for twenty-five (25) years, from and after the _ FIRST - ° day oDECFMBER |
- 1082 ., unless soorer terminaled or forfeiled, eiher in whote or In parl, 83 hereinafier provided. :
3. Lessen grees to pay to Lessor a cash rental of §_6,069.10 _ jn advance on the date of defivery of this lease for the.
L firstysar— - - of the tarm hereof, and annuaily thereafier, on of bafore the first day of each successive ysar
ol the term hereol a cash rental of $2.00 an acre per-annum in advance, provided that rental shall not accrre or be payable for:
{a}aach “diilling unit* upon which there is a producing ‘ol or gas well on the date véhsm.renlal s payabls,
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{b)aach 64D acre subdivision within the boundaries of the feased premises on which drilling is In progress on the date when
renial [s payable, or

(c}each 640 acre subdivision upon which there is a producing gas well on sugh date if no il has been discovered in paying
quantities on the Irased premises or within ofiset distance, as provided in paragraph 16, and Lessee has determined, as

provided in paragraph 15, that condilions are not such as to indicale a reasonable probability of the discovary of oit on the
leased premises, or

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

by the orders, nulss or regulations of a compelent administrative authority, constituted by law and not by voluntary
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 ba:

{1) & twenty acre subdivision, or less, if the average depth of tha producing interval of wells drilled lor il shall not be more
than four thousand (4,000} feet;

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

Subject 1o the terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdivision as used herein shall be
gither the North, South, East or West hall of a legal Government forty {40) acre subdivision, a forly (40) acre subdivision as used
herein shali be a legal Government forty (40) acre subdivision, and a one hundred sixty (160} acre subdivislon as used herein shall be
a legsl Government one hundred sixty {160} acre subdivision, all according to the United States survey.

4. Except as herein otherwise provided specifically including Setion 19 of this lease, the Lessee shall.commence drilling an oil
or gas well on the leased premises on or before five years from date hereof {referred to in Seclion 4 as “said date”), and shall
continue the work of drilling such well with due diligence until completion. After completion of the first well, Lessee shall commence
drilling another weil on said leased premises within one hundred twenty {120) days and shall coniinuously operfate at least one sting
of tools in drilling wells on the leased premises, allowing one hundred twenty (120) days belween the compietion of one well and the
commencement of the next succeeding well unti! one oil or gas well producing from each productive zone has been completed to
each drilling unit; provided, however, that if any well completed before said date shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilling the next well at any ime before said date. Nothing herein
shall limii the number of wells which Lessee may, at Lessee’s oplicn, dritl in excess of the number herein specified, or the depth to
which any well may be drilled if Lessee should elect to drill below the depth specified. If Lessea has not eommenced driliing of an cil
or gas well on the leased premises on or before five years from the date hereol, the rights, duties and obligations of Lessor and
Lessee under this lease shali ipso facto terminate.

5. A well shall be deemed completed when (a) lormations ‘or mechanlcal difficulties are encountered which, in Lessea's
judgement, would render further drilling of said well unprofitabls or unsuccessful, and because of such fact active drilling operations
therein are discontinued, or (b} it has been drilled to basement rocks, and aclive drilling operations thereon are discontinued, or
(c) Lessee has ceased dritling operslions thereon and it has been pul on regular production and is producing oil or gas in quanitites
deemed by Lessee sulficient to pay to pump or olherwise secure and save.

6. Excepl as hereinatter provided, Lessee shall defiver to Lessor, as royaity, one-sixth (1/6th) of the net oil, peiroleum and other
hydrocarbon substances, produced and saved Irom said leased premises in each calendar month.

Sald royalty shall be subject to deduction from the gross product; the quantity that may be consumed in the Lessee’s
operations hereunder, and after making deductions for temperature at 60° Fahrenheit, bottom selllings and moisture according to
the Amefican Petroteum Institute methods.

7. Lessea agrees 1o pay lo Lessor as royalty one-sixth (1/6th) of the valve of natural gas produced and sold from the leased
premises, and one-sixth (1/6th) of the vafue of residual dry gas soid elter the processing of the wet gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee to save or market natural gas or sesidual dry gas unless there
shali be a surplus above fuel requirements, and a market at the well therefor. Such value shall be determined by deducting trom the
gross proceeds of salkes of natural gas and residual dry gas the cost of compressing and delivering the same lo the pipe line of the
purchaser cn the leased premises. Lessee shall not be required to pay royalty for any natural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall not use any nalural 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 i nrotsssed for the purpose of manulacturing natural gasoline and/or other
pelrcleus . products then Lessee shall pay to Lessor one-sixth [1/6th) of the total value of all natural gasoline and/or other petroleum
products recovered and saved from said gas. fess the cost of producing and selling the same, which cost shall include the expense of
operating and maintaining the plant and facilities used in the gathering and preeessing of said wet gas and the slorage and shipping
of said gasoline and/for olher petroleum products. Ia no event, however, shall the total of sald cosl of producing and selling exceed
lifty (50) percent of the total value of all natural gasoline andfor other petroteum products recovered and saved from said wet gas
computed in the manner hereinatter set forth. tn.computing the value of said gasolina and/ot other petroleum products the pasoline
andfor other petroleum products shall, if sold by Lessee 10 third parties, be valued al the respective net ex-lax prices received by
Lessea from the sale thereof at the plant or plants where produced. i said gasoline and/or olher petroleum producls are retained by
Lessee for Lessee’s own use, such products shall be valued at the respectiva ex-lax prices posted or established for natural gasoline
of iike Reid vapor pressure and/or for other petroleum products of the same quality produced in the same field during the same
calendar month.

(b) *f any wei gas produced from said premises 15 501d by Lessee for the purpose of manufacturing natural gasoline and/or
other petroleur: sroducts on a basis whereby a royalty therein is reserved to Lesses, payable in monay, then the Lessee shall pay to

the Lessor one=sixth {1/6th) of the total amount of the royalty so reserved 1o Lesses, 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.

(c) In the event wet gas produced from said premises is sold for ths purpose of manutacturing natural gasoline andfor other
petroteum producis on a basis whereby a quantity of the natural gasoline and/or other petroleum producls recovered therafrom is
reserved lo the Lessee as foyalty payable in kind, then Lessee shall pay to the Lessor one-sixth (1/6th) of the total value of said
natural gasoline and/or olher petroleum preducls so reserved 1o Lessee, provided, however, that the tolal amount 0 be paid to
Lessor hereunder shall be not less than one-sixth {1/6th) of fifty (50) percent of the tofal value of such products so recovered.

(d) The value of the naiural gasoling and/or other petroleum products manufactured and recovered under parsgraphs (b)
and {c).above shall be established in the semé& nanner as oullined in paragraph {a) above.

9. Unless Lessor shall elect 1o receive ils royally oil in kind, the Lesses will purchasa the royaliy oil from the Lessor (a) at the
highest posted available market price of the oil at the well, or in tha field in which the wells are situated (effective at the lima of
removal from lzase tanks) of all such oif so produced and saved by the Lessea from said wells and removed therefrom during the

preceding calendar month, or (b) in the absence of a posted market price for such oil, the prevailing market price at tha well or in :
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thae field (effective at the lime of removal from leasa tanks) of such oif, or {c} In the absence of a prevailing market price the actual
price received by Lessee (or such oil as said wells, or {d} in the absence of sales by the Lessee at the wells the reasonabie value of
such oil; provided, however, that if the Lessee disposes of such oil at a prica, including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royalty cil by the Lessee shall be the same price, including bonus, received by Lessee.

10. At Lessors oplion, exercised not oftener than once in any one {1) calendar year, and upon sixty (60} days' previous written
notice, the Lessee will deliver the kind, free of cost to Lessor, the said royalty oll. Should Lessor require that tcoyalty oil be delivered in
kind, Lesses, I requested by Lessor, will, without cost to Lassor, provide storage 1enks on the leased premises sufiiclent to hold an
accumulalion of not to exceed thirty (30) days’ production of royalty ofl and wilt place said royalty oil in storage for the Lessor in said
tanks as and when it is produced. Lessea shall be in no manner responsible or held linble for loss or destruction of such stored oil
belonging to iessor from causes over which Lessee has no control, Lessor agrees to remova the royalty oil so stored from said tanks
as often as may be necessary to keep sufficient space available in said tanks for current accumulations of royalty oil. No royalty shall
be due the Lessor for or on account of oil 1ost through evaporation, leakage or otherwise prior to the removal of same or delivery to
Lessor, if royalty oil shall be delivered in kind. If Lessea purchases the royalty oil, the Lessee may deduct therefrom a proporionate
part of the aclual reasonable cost of treating unmerchantable oil produced from the leased premises to render the same merchant-
able only in the event, however, that such oil is treated by the Lessee on or in the immediate vicinity of the leased prerises. If the
Lessor shall elect to receive royalty oil In kind, such royally oil shall be of the same qualily as that removed from said le2sed premises
tor the Lessed’s own account, and if Lessee’s own oil shall be treated before removed, Lessor's oil will be treated therewith before
delivery thereof to the Lessor, and lessor in such event, shall pay a proportionate part of such reasonable cost of treatment.

11. Al royaliies payable and the price for all such substances which shall be sold to the Lessee hereunder, under tha terms
hereol, shall be paid by Lessee to Lessor on or before the twentisth day of the calendar month next succeeding that in which delivery
of such substances shall have been made 1o the Lessee under such sale, and all royalty paid in kind shall be detivered to the Lessor
from time to time as the same is obtained on said premises and slored and handled as herein provided.

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

13. Subject 1o the terms and provisions of Section 43 of this lease, each producing we'l, as soon as completed by the Lessee,
shali be placed upon production and shall thereafter be operated by Lessee diligently and continuously, and in accordance wilh
sound oil field practice. Lessee, from time to lime as necessary, shall clean out the wells and do any and all other work required to
keep them in condition for production and the extraction of oil and gas therefrom lo best advantage. Excepl &3 herein othenvise
provided, the Lessee will keep each well drilled on the properties covered by this lease producing to capacity consisient with good
operating practice.

14. This Lease shall be subject to all laws, statutes, rules and regulations herelofore or hereafler enacted or promulgated to
control, suspend or conserve oil or gas and oil or gas operations, and, siso 1o any general agreement which Lesses may in good faith
enter inta with other operators in the field in which the leased premises are situated, for a like purpose; and if compliance by the
Lessee with such laws. statutes, rules or regulations or with any such agreement shall hinder, delay or interfere with. the carying out
of any provisions of this tease, Lessee shall not ba considered in default or be Hable to Lessor for any damage or injury suffered or
sustained on account thereol, nor shali Lessee's righls be subject to forfeiture by reason thereof, notwithstanding any provisions of
this Jease; provided, that such agreements aflecting the leased premises shall nol be for periods greater than one (1) year without the
Lessor's written consenl, and provided, further, that no such agreement shall authofize Lessee to discriminate against said leased
premises in favor of any other properiies owned, Ieased or operatec by the Lesses in the same field, nor excuse such discrimination
either in the drlling or producing obligations of the Lessee hereunder, Lessea will fumish Lessor with copies of any wntten
agreement tor the voluntary curlailment of said production, and if there are no such agreements, Lessee shall furnish Lessor with
coples of orders of the Qil Umpire, or any other authority having Ihe power to make orders for volunlary curtailment, The Lessee
chall not be considered in default because of any acls done pursuant to or in refiance of any law or statute, rule or regulation, hero-
after declared unconstitutional or void prior to & determination of such unconstitutionality or. invalidity by a court of last resort.

15. 1f gas Is discovered in any well in paying guantities and Lesses shall determing that conditions are nol such as to indicale a
reasonable probability of the discovery of oil on the feased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligations shall be reduced so that the Lessee shall ba required to drili not more than
one well 1o each one hundred sixty (160} acres, or major Iraction thereot. For the purpose of this lease, a gas well shall be any well
producing gas only or producing at 2 gas-oil ratio in excess of ten thousand (10,000} cubic feet per barrel, and an oil well shall be
any well producing at a gas-ofi ratio of ten thousand {16.000) cubic {eel per barrel or less; provided, however, that any well, the liquid
production from which is a result of retrograde condensation, shail be considered a gas well regardless of the gas-oil ratio. If, at any
tater period, oif shall be discovered in paying quantities on the teased premises of in the evenl that oil is discovered in paying
quantities in any well within offset distance, as provided in paragraph 16, of the boundary lines of the leased premises, then this lease
shall revive as an oil [ease, and all of the condilions herein stipulated as 1o drilling for oii shall become effective commeneing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shatl be subject to (i} the applicable
rules and regulations of the regulatory authority having jurisdiction of the state in which the leased premises are located, and {ii}
Section 3, 14 and 26 of ihis lease.

16. Subject 1o the lerms and provisions of Section 14 and 26 of this lease, in the even! an oil well is drilled on adjoining pro-
perty which Is not unitized with Lessor lands and completed in a zone the average depth of which is 1ess than four thousand {4,000)
feel and within thrme hundred thirty (330} feel, or is completed in a zone the average depth ol which is greater than four thcusand
(4.000) feet and #ithin six hundred sixty (660} feel, or in-the evenl thal 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 property al the time embraced in
this lease in ezch instance end oil'or gas is produced therefrom in paying guanitites for a period of thirty (30) days, and the drilling
reguiremer‘ts under this lease are not fully complied with.and the owner of such well shall operate the sama and market the oil or gas
therefrom, then, unless there is a wel! then being drilled or on production on the leased premises wilhin the appticable offset distance
trom the common boundary line, the Lessee agrees 1o offset such well by the commencement of drilling operations within sixty (60)
days hereafter in the leased premises, and complele it at approximately the same distance from the common boundary line 8s said
well on the adjoining propery is completed, and proceed diligently and continuously 1o drill and complete said offset weil to the zone
from which such wel! on the adjoining property is proGucing; provided, bowever, that in the event Lesses is drilling an oit or gas well

. upon the leased premises at the time of discovery of oll or gas on the adjoining property. the tima for commencing the drilling of an

oifset well shail be extended until ninety (90) days sfter the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, that in no event shall said time be extended beyond six (6) months after the compietion of
the well on the adjoining property. For the purpose of satistying drilling obligations hereunder, offset wells shail be considered as
other wells required to be drilled hereunder; provided, always that Lesses agrees 10 space oil or gas wells on the leased premises
according to the sama spacing of off or gas wells on the adjoining property in order proparly and effectively to ofiset produgtion from
wells on such adjeining property and prevent drainege from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price ofiered generally lo producers in the same
field for oil of a gravity of 14° American Pelroleum instilute Seate, or of any higher gravity, at 60° Fahrenheit shell talt below One
Dollar ($1.00) per barrel at tha wells; provided. however, that drilling or production from ofiset wells shall nol be suspended on the
leased premises unless the ofiseting wells on the adjoining premises alse discontinue producing. _ _ ...,
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18. Any obligstions, covenants or conditions Imposed upon the $.essee shall be suspended only while Lesses’s compliance Is
prevented by the elements, deciared or undeclared war, fire, accidents, strikes, lockouts, riots, delays in transportation, inability to
securs materials, 1abor, drilling ecuipment or transportation in tha open market, or interference by Governmental action, or any other
cause beyond the reasoneble control of the Lesses, whether simitar or dissimilar to the causes specifically mentloned. If such
suspansion occurs, the payment of any delay rentat during such suspansion shalt be excused and the lease term shall be extended
for a period of time equal to the. period of such suspension and any such extention of the lease term. Lessee may resume the
payinent or tendar of rentals in accordance with Paragraph 3 hereof after the period of suspenslon the proportionste part of the
renta! for the rental year remaining after such period of suspension. Lesses's obligation to pay royalty on ofl and gas production
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lesses would otherwise be required to
surrender any of tha leased premises as an alternativa to the performance of any obligation under this lease and such obligation is so
suspended, then se long as such performance is suspended under this paragraph or othar provision of this fease, Lessee shall not be
required to sumender any portion of the leased premises.

It tha permission or approval of any governmental agancy is necessary before drilling or other operations can be fawlully
commenced on the leased premisss, then il such permission or approval has been applied for at least thirty (30} days prior to the
date upon which such operations must be commenced under the terms hereol, the obligalion to commence such operations shall be
suspended until ihirty (30) days after the governmental permit is granted or approval given. Il such permit or approval Is denied
initially or at any fime during the epproval or permitling process or is revoked after issuance, then so long as Lesses in good faith
appeals from such denial or revocation or conducts further proceedings in an attempt to secure such parmil or approval, tha

obligation 1o cemmence such operations shall be suspended untit thirty {30) days after such governmental pennit is granled or
approval given.

19. The Lessee may, al Lessee’s option, at any time sumender and quitclaim this lease as to all of the leased premises or &s to
any ona or more twenty (20} acre subdivisions thereof as herein defined, and shall be released from all obligations thereafter arising
with respect to the premises sutrendered and quitclaimed, and in the case of a parlial surrender and quitciaim il of the rental and
drilling obligations shelt be reduced pro rata. At any time after the completion of tha first well, or any subseguent weill on the leased
premisas, Lessea may ceasa further drilling and if he full number of wells shall not have bean drilled Lessea shall thereupon sufen-
der, and this teaca shall thereupon terminate as to all of the leased premises, except drilling units occupled by producing ol or gas
walls, each of which drilling unils the Lesse may hold subject to the terms of this lease unti! abandoned or until the erd of the term
thereof, and the extended term, if renewed as hereinafter provided. Each of said drilling units shall, in each inslance, conform 1o
subdivisions as defined in paragraph 3 hereof. Lessea shall have the right to do such things as may be necessary (o keep suth
drilling units in the highest productive stale, including the right to réam, clean out,. deepen, re-work, re~drill, and to drill new wells
thereon to other zones in order to maintain or inciease production, or to restore production if it shall cease {rom any cause.

20. Upon the violation by Lessee of any of 1he terms, covenants of conditions of this lease, and failure to remedy the default
within thirty (30) days after receipl of written notice from Lessor so to do, then at the option of the Lessor this lezse shall forthwith
cease and terminate, and all rights of the Lessee in and to said property shall be at an end as Lo all said properties, excep! that the
Lessee shall have the right to retain and ho'd under this lease the area surrounding each well producing or being drilled, with respect
{o which it Is not In default 1o the same extent and wilh the same righls as provided in paragraph 19 bereof in the event ol a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereot shall not be a waiver of any cther or
subsequent breach hereof, nor o! any olher covenant or condilion hereof.

21. Upon surrender by the Lessea of said leased premises in whola of in part or upon the termination of the Lessee’s rights and
interests in and to the leased premises, or any pan thereof, in any manner herein provided, the Lessee will quielly and peaceably
surrender possession thergof to the Lessor and agrees to release lo fhe Lessor, its successors of assigns, all right, tille and interest of
the Lessea in the leased premises, or the portion thereol in which the Lessee's rights have terminated as herein provided. In the event
of a partial releasa of the property so released shall be subject to the easements and rights of way herein provided lor and appurten-
ant to any part of the leased premises retained by ihe Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. |f there are any rights, interests, claims, liens or encumnbrances conveyed, created, doneg, made
or suffered by the Lesses, or anyone claiming under Lessee al the time of tha release, Lessee shall take such actions, sleps and
proceedings as may be necessary to terminate and exlinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do 50 al the sole expense of the Lessee, which expenss, plus reasonable attomey’s fees, Lessee agrees to pay to Lesscr
on demand. Upon request by Lessor, Lessee shall advise Lessor in wriling that to the best of Lessee's information, knowledge and
belief no such rights, interests, claims, liens or encumbrances aliect the lease premises released by Lessee.

22. Derricks, buildings and other structures, improvemsnts, equipment, machinery and eppliances piaced by the Lessee on or
in the demised premises shall be and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments or rentals or in respect of any covenants, agreements or conditions to ba kepl or perdormed by the Lesses,
the Lessee shall have the right during the term hereof, or at any time within sixty (60) days after the date of termination of this lease
to remove from the leased premises all such personal properly. excepl casing in water wells purchased by Lessor, providad, further,
that the Lesses may extend ihe time within which such perscnal property may be removed for a period not exceading six (6)
months from such date of termination by paying 10 the Lessor monthly in advance a rental of Ten Dollars ($10.00) an acre a month
for each twenty {20) acre subdivision upon which any such persona! property remains, Any such personal property not femoved
from said premises within said six {6) monihs’ period shail become the property of Lessor.

23 The Lessee agrees 1o keep {ull records of the operations upon and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the Lessee; to notily Lessor promptly of
discovery of any of said substances in the leased premises and to furnish to the Lessor on of before the twentieth day of each month
a2 true statement, in triplicale, of ail production, deliveries and deductions In a form satisfactory 1o the Lessor. All records of the
operations and productions and sales of said substances from sald leased premises shall, a1 all reasonable limes, be open to the
inspection of ‘.esc’s soenis and represantalives.

24. Lessee will keep an accurale log and casing record showing the progress of drifling, character of formations encouniered
o drilled through, 2nd casing in each wel! in which drilting shall have been done on the leased premisss, and fumish Lessor a copy
thereo! upon the completion of or the ebandonment of each well, and & true copy of all surfacae and subsurface surveys made of each
well drilled under this lease. Lessee will fumish all reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agenis and representatives shall have free and full access al their sole cost, risk
and expense to all of the wells and works and to ail property in and upon said leased premises.

25, Lessee agrees 10 conduct Lessed’s operations so as lo interfere as little as is consistent with the economical end ordinary
use of the premises for the purposes herein reserved by the Lessor, to lay and maintain al pipe lines not less than thirty-six inches
{367) belaw the sudace of the ground; to fence all sump holss and excavations to safeguard livestock grazing on said land; to
provide substantial gates at points where fonces are cut by the Lesses: and o use reasonable care and diligenice 1o prevent the
overllow of oll or water which may be detAmental to vegetation on those portions of the leased premises which are suitable for
grazing, agricultural or horlicultural purposes.

265 Lessee shall cafry on Lessea’s operalions hersunder in & careful and workmanlike manner. Lesses shall comply with any
end all applicable valid statutes, ordinances and governmenial orders and regulations perigining to the exercise of rights laased hore-
under angd shail fumnlsh such evidence o! Lesses’s compliance therewith as may be required by Lessor. Lessee shall furnish evidence
satisfactory 1o Lessor that abandoned wells have been properly abandoned in compifance with appliceble statules, ordinances and
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27. Upon termination of his tease in any manrer, or if any well is abandoned the Lesses agrees to relevel the surlace of the
property involved, and to fill all abandoned sump holes and excavations made by Lessee; to remove all derricks, tanks and tank
supports, and If there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
removed it the Lessor desires, and ditches opaned up by removal of the pipe line and the ground made to conform to the natural
contour. Lessas will also remove all cemant blocks or foundations which may have been placed on the leased premises, and any and

all other supports placed by Lesses or permitted by Lessea 1o be placed on seid (eased premises and which, in any manner, interfere
with the use thereol.

-28. Lessee agrees 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 awner, and any corporation affiliated with, owned or controlied by
Southern Pacific Company, a corporation, from and against any and all claims, causes of action, liabllity, costs and expenses arising
out of injuries to, or deaths of, &)l persons whomsoaver, and loss of, or damage to, all property whatsoever, direcily or indirecily
resulling from or caused by ihe occupancy of, or operations of Lesses on, the leased premises or property adjacent thereto, or ihe
existence of oil wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lessee on sald leased premises or
property adjacent thereto, including, without limiting the generality of the foregoing, the breakage of pipa lines, tanks or other
equipment. or the escapse or loss of ofl, petroleumn products, gas, water or fire therefrom.

29. Lessee agrees to pay before delinquency all taxes and assessments which have been or shall be levied and assessed on the
mineral rights in tha leased premises. and on the buildings, structures, equipment and other personal property or improvements
placed, maintained or used by Lessee on the leased premises, and on the minerat substances stored thereon and nat belonging to
Lessor. Lessee may deduct up 10 one-sixth {1/6th) 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'
parind subsequent to the day and month in such fiscal year on which the first installment of such taxes and assessments become
delinquenL. The above amount of the taxes and assessments for a particular fiscal year so paid shall be deductible only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinquency of the first
inslallment in such fiscal year. Lesses agrees 1o pay to Lessor annually, within fiftean days atier demand, an amount equal %o five-
sixths of the real property taxes and assessmenis paid by Southern Pacific Land Compzny on the land overlying or occupied by the
icased premises {except on buildings, structures and other improvements thereon not owned, maintained or used by |.essee) for the
{iscal year beginning Juty 1, 19_B2 , prorated from DECEMBER 1, 1082 =~ 5 yune 30, 19_83  and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severance lax compuled or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Government, the Stale of California, or any of ils

political subdivislons, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either party may pay the entire amount of any delinquen! taxes or assessments which shall constitute a lien on said leased
prernises and which should have been paid before delinquency by the other party as herein pravided, and penalties and interest
thereon, and shall be entitled to reimbursement from the other party of the part of the taxes and assessments herein agreed 1o be
paid by such other party, and of tha entire amounl of the penalties anu interest. Penallies and inlerest on delinquent taxes ang
interest on paymenis made pursuant to this paragraph shall not be apportioned with the principal amount of taxes and assessments
in making such annual adjustments, bul shall be borna entirely by the party obligaled to pay the tax or assessment before
delinquency.

31. Lessee shall nol commence drilling inlo or through the leased premises or construct, alter or repair structures or
improvements of any character, excepl emergency repairs, upon said property until afier written rotice thereo! is given to Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay in fuil
all persons who perform labor or services on, furnish materials joined or affixed lo, or provida equipment for, said property, or the
construction, re-construction, repair or_placemeanli of any structure improvement on said property, at Lessea’s instance or request.
Lessee shall not permit or suffer liens of any kind or nature 10 be enforced against said property for such labor, services, materials or
equipment. Lessor shall hava the right to pay any amount required 10 release any such lien or liens, or 1o defend any action brought
thereon, and to pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs, damages and reasonable

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

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

33. I Lessor shall bring suit to compel performance of. or to recover for breach of any covenant or condition herein contained,
or for declaratory refief, and prevails fherein, Lessee agrees {0 pay io Lessor reasonable attorney fees in addition to the amouni of
judarment and costs.

34. All payments to the Lessor shall be made 1o it al One Market Piaza, San Francisco, California 94105, but Lessor may at any
time by notice to Lessee changs the place of payment

35. Any demand, notice or stalement herein requested or required 1o be given by one pariy to the other shall be in wriling.
Delivery of such written notice or stalement o Lessor shall ba conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepaid, certified or registered, addressed to Lessor at One Markel Plaza, San Francisco,
Califorria 94105, an¢ delivery of such nolice or statement to the Lessee shall be conclusively taken as sufficient if and when
deposited in ‘he Linited States Mail, with postage thereon fully prepald, cerdified of registered, addressed to Lessee al 1000 Trinity
Building, 1801 Brzadway, Denver, Colorado 80202 Any party herelo may, by written notice, change his or its address to which such
demands, notices or statements may be sent

28. This instrument Is a leass and is not and shall not ever be held or interpreted to be a2 mining partnership or parinership of
any kind, or in any sense whatsoever; the intention of the parties hereto being to establish and create hereby between themselves
onfy the refationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenants, reservations and
agreements hereln set forth.

37. Itis egresd thal in case Lessee shall, excepl by Lessor, ba lawlully deprived of ihe possession of said premises, or any part
thereol, Lessee shall notily Lessor in writing setting forth in full the circumstances in relstion thereto, whereupon the Lessor may, at
its option, either reinstall Lessee in possession of the leased premises or tarminate this lease as to tha premises or the part thereof,
the possession of which Lessee is so deprived, by giving notice in writing 1o the Lessee 1o ihat effect and at the same time paying, or
{endering wilh such notice, 1o the Lesses the sum of One Hundred Dollars ($100.00), plus the pro rata amount of any rental, thereto-
fore paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicable to said premises, or such portion, for

the unexpired rentat period, whereupon no ¢laims for damages of whatsoever kind or character incurred by t essee by reason of such
dispossession shall be chargeable against Lessor.

38. If Lesses is adjudicated a banknupl, or shall make an assignment for the benefit of creditors, or file a voluntary petition
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undar any law (having for its purpose the adjudication of Lessee a bankrupl, or the extension of time of payment, composition,
adjustment, modification, setllement or salislaction of the liabilities of Lessee), or a receiver be appointed for the property of Lessea

- by réason of the insolvency of Lessee. notwithstanding anything to tha conirary elsewhera in the lease, Lessor shall hédve the

. immednate right to terminate this lease and 1o take exclusive possession of the leased premises. The atceptance of rent or other
paymenls for the use of the leased premises shall not constitute & waiver of Lessor's right to terminate this lease as above set forth. If
there are 1wo or mére Lessees hereunder, or if Lessee is a partnership, then the right of Lessor to terminate the entire leasa ‘shall be -

. exercisable in case any one of the Lessees or partners is adjudged a bankrupt or becomes subject to or pamclpales in any ‘other
proceed‘ ngs or- procedure hereln mentioned. ’

. 39 1f, at the expiration of the term of this lease, any wells are being drilled by Lesses on the leased premls%, or any existing

“wells are producing or capable of producing cil or gas in paying quantities, but are not being produced for reasons authonzed under
this lease, Lessee shall have the option of renewing thls lease as long thereatter as such substances are produced or capable of

. being produced to include drilling units as defined In paragraph 3 hereof, accupied by wells producing in paying quantities or wells
in process of being drilled on the same acreage specified in paragraph 3 hereol, together with the same rights provided for in
paragraph 18, on and subiect to the same royaltles, terms, covenanis and conditions as are herein specified; provided, written notice
from Lessee of such renewal shall be received by Lessor not more than six {6) months nor less than thirty {30) days prior to the
expiration of the original term hereol.

40. This lease shall inure 1o the benefit of and be binding upon the respective heirs, administrators, executors, successars and
assigns of the parties hereto, but no assignment of this lease, or any sub-lease or agreement aifecting this lease, or the lsased .
premises, or any Interest therein, shall be valid, unless made with the consent of Lessor in-writing, and ro change in ownership in the
tand or in the rentals or royafties shall be binding on Lessee until Lessee shall have received written nofice of such transfer or
assignment. All covenants, agreements and stipulations herein contained shall run wilh the property.

41. If there ba more than one Lessee named herein the lerm “Lessee™ shall designaie the plural number, and the abligations of
the Lessee hereunder shall be joini and several,

42, Time is of the essence ol this lease.

43, Where there is a gas well or wells on the feased premises or acreage unitized therewith al any time during which this lease
is in effect, and such well or wells are shut-In, Lessee shall pay as royalty 1o Lessor the sum of $1,280, per well per year. Said
payment is dua on or before ninety (90) days from the date of shut-in or the date on which the leased premises or a portion thereof
are unitized with lands on which there is a shut-in gas well, and thereafter on or before the anniversary date of such payment during
the period such well or wells are shut-in. Upon said payment it shall be considered thal such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

1IN WITHNESS WHEREDF, the parties herelo have caused these presents to be executed as of the day and year first hereinabove
writien
SUN EXPLORATION 2 .
SOUTHERN PACIFIC LAND COMPANY : AND PRODUCTION COMPANY READING & ESZPETROLEUM CO.

By %? ﬂ/liﬂf//m—-' By.

Agent and Anomerlw =

By

CENERAL MANAS
oL & G&‘
Altest ! 7

CHARLES R MANGUM

R A BERGER

S eph"n R: li’.:?ang[j. 'Asﬁ.
STATE OF OKLAHOMA ) &
COUNTY OF TULSA ) °°° A

foregoing instrument was acknowledged hefore me on this 18th day of Februa 19
g \e LJ[L'JTE‘LE, as VICE PRESIDENT, LANDS, of READING & BATES PETROLEUM co. e &

Sz

E Lori F. I-Ingland7 Notary'Public

.,"H&,. 1100 Mid-Continent Building
AR 409 South Boston Avenue

Tulsa, Oklahoma 74103

STATE OF Colorado
COURTY OF Deaver

Tbe Loregoing instrument vas acknowledged before me on thig 19th It day

of January + 198 3 by CRARLES R, MANGDM,28 AGENT AND ATTORNET-IR.
A i T-1R-FACT
of SUR r,);?wP.ATIOh LXD FRODDCTIOR CONPANY,

nd official seal,
Iarch 3, 1885 , .-

sl

P Yotsry Publie
1801 Breadway, Suite 1000
g / Daaver, Colorsde 80202
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Clly end (‘nmlh af\'zm l'rnm'u‘m i \' R .

R __Zﬁh__ day DI_DE_CEI_“_QEL— n the year One Thousanid Nine Hundred and Eighty _ TWO _ _befoie
me, .IANI-"I'I. I- LI' A CABRAL [ harary Public in and for the City ard County of Son Francisce, Stale of California, personally appmn-d

(Dncﬁaxke!‘?!au) R‘ A. Berger s

“knowit to me!obuhr Vice- pIESidEﬂt and General Manager. 3

W‘”ﬁﬂ”fwfﬂ”ﬂ”ﬂﬂm1

JANETTE LEA CABRAL
NGTAR\’ PURNC-CALFORNIA
?th‘:h'r”. PLALE CF- EUSINESS IN

Blfg £ C{‘U'ﬂ\‘ oF .
Lyl :
H: C:r'm]isim E.wi:u DH: 13,
_,2—222@8«:8_,&3’ S

“fo me {o be the person __voho executed it on behalf of the mrpamiion
omd he acknan Iedged m me that such corporation _.__exu'uml rhe :nm! o

IN t’lTNES‘S ll’”EREOF I have hereunto el “my hend nnd nfﬁ.xed my oj]‘ ﬂaI ual at-

_my office in the Clly nud Comuy of Sen Frontisco, the day and year in rlm ttmf' cale ﬁm‘ ubm‘!
above writien,

) . Notary PZ0lic in and for the City and County of SanFrandisco, State of California.

;-_'My'ci)rrnmisrsion Expires December 13, 1985

o ST R R w93 e e L st

e L S S R T o s RS LTI
' XHIBIT upn ' o

Attached to and made a part of that certain agreement

No. _05874 _ dated December 1 , 1982 between

SOUTHERN PACIFIC LAND COMPARY and SUN EXPLORATIOHN AND PRODUCTION

COMFANY and READING & BATES PETROLEUM CO.

MDM
subdivision Sec. Twp. Rge. Acres
d 5wy 5 340 4BE 480.40
* :!é‘a“ W . 5 34N - 48E ;go.gg
a 9 AN 4BE 0.00-
* maﬂ S 9 344  4BE 160.00
% SEk of Wi 17 N 4BE 40,00
W of HWy 17 3N 4BE 80.00
* Al1l 23 34N 48E 589.32
P * A1l 27 34N 4BE 598.86
A1l L 33 35N  48E 605.97
t" TOTAL o - 3,034.55
speserved Mineral Interests '
Rgﬁﬁ AT REQUEST OF
BOOK___to  PAGEITO.

BIMAYI0 All: B4

fe)AL RECORDS
EUF?EFQ‘{:A CUUNTY, HE\'ADA
ML REBALEATb

FILE MO,
FEE§ 000 .
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