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osssy OIL AND GAS LEASE e

THIS LEASE, made in duplicate this . FIRST  day of . DECEMBER . 19.82_ . by
and between SOUTHERN PACIFIC LAND COMPANY, a California corporation, hereinafter called “iessor’, and SUN
EXPLORATION AND PRODUCTION COMPANY. As to an undivided 75% interest, and READING & BATES PETROLELM CO. a5

10 an undiviced 25% interest, herginafter collectively called “Lessea”

WITNESSETH:

1. That Lessor, in consideration of the observance and faithful performance by Lessee of all the provisions conlained hereln, -
does hereby lease to Lessee for the tegm and purposes hereinafter set forth, all that certain property, sometimes hereinafter referred

) Counties
1o a5 “leased premises”, in the GouAw of — LANDER/EURFKA | State of NEVANA . mare particulary
described on Exhibit “A™ attached hereto and made a part hereof.

Subject to easements. leases and reslrictions affecling said property.

For the purposes of this lease, Lessee shall have the right {subject 1o the provisions hereof and to the extent of Lessors
ownership thereof) 1o explore, drill for and 1o produce, exlract, take and remove all ol and gas hereinafier referred 10 as ‘substances’,
contained in said property, 1o slore said substances upon said property, 10 locate, erect, construct, mainiain, replace and operate
upon and in said property such facilities and struclures (except refineries or 1opping gas planis) as may be necessary in the
production, treatment, slofage or transporiation of said substances from said propeny, and 1o appropriate and use such waler as
may be necessary for the above operations.

Reserving unto Lessor, its successors and assigns. the right 1o consiruct. maintain and use ditches, flumes, roads, trails, tracks
and pipe, telegraph, lelephons, signal, communication and power lines in, upon, over and across said property and the right 1o use
said property for any and ali other purpeses consisient with the rights herein leased to Lesses.

2. The term of this lease shall be for twenty-five (25) years, from and after the _EIRST day of DECEMRER,
19_82 _ unless sooner terminated or forfeited, either in whole or in parl, as hereinaftar provided.

3. Lessee agrees fo pay 10 Lessor a cash rental of §_6,099,52  in advance on the date of delivery of this Jease for the

first yesr. o! the term hereol, and ennuslly thereafter, on or before the first day of each SUCGESSIVE Year
of the lerm herecl & cash rental of $2.00 an acre per annum in advance, provided that rental shall not accrue or be payable for:
{sjeach “diilling unit" upon which there is & producing oil or gas well on the date when rental Is payabls,
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{b)each 640 acre subdivision within the bounderles of tha feased premises on which drillipg Is in progress on the date when
. rantal is- payable,” or . S
e)esch 640 acre subdivision upon which thera is a producing gas well on such dale if no oil has been discovered In paying
quantities on the leased premises of within offset dislance, as provided in paragraph 16, and Lessee has determined, as
. provided in paragraph 15, that conditions are not such as to indicate a reasonable probability of the discovery of oil on the
" leased premises, of - _ ’ L
=" (d)each “drlling unit* en w!ﬂch there is a producing oit or gas well, for any period during which Lessee is prohibited by law, or -
'__.by, the o_rders.r rules of regulations of a competent administrative authority, constituted by !aw and not by voluntary
_agreement, from producing said substances therefrom. ' S

- Unless otherwise designated in an official drilling and spacing order of & regulalory authorily having jurisdiction of the stale ..
in which the leased premises are localed, a “drilling unit” as uvsed in this lease shali be: S
(1) atwenty acre subdivision, or fess, if the averare depth of the producing interval of wells drilled for oil shall not be more-. :
than four thousand (4,000) feet; , : Lo
(2)a forty acre subdivision, or less, if ihe average depth of the producing interval of wells drilled lor il shall be grealer than
four thousand (4,000) feeL . L :
Subject 1o the terms and provisions of Seetions 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 shall be a legal Government forty {40} acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shall be
a legal Government one hundred sixty {160) acre subdivision, all according to the Uniled States survey. ’
4. Except as herein otherwise provided specifically including Section 19 of this lease, the Lessee shall commence drilling an oit
or gas well on the leasad premises on or before five years from date hereof (referred to in Section 4 as “szid date™), and shall
continue the work of drilling such well with due diligence until completicn. After completion of the first well, Lessee shall commence
drilling another well on said leased premises within one hundred fwenty {120) days and shall confinuously operate at least one string
of tools in drilling wells on the leased premises, allowing one hundred twenly (120) days between the completion of one well and the
commencement of the next succeeding wetl until one oil o gas wall preducing fron: each produclive zone has been compleled to
each drilling unit: provided, however, that if any well completed before said date shall prove 1o be a dry hole and there Is then no
producing well on the leased premises, Lessee may commence dritling the nex! well at any time before said date. Nothing herein
shall fimit the number of wells which Lessee may, at Lessee's option, drill 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 Lessee has not commenced drilling of an oil
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) formations or mechanical difficulties are encountered which, in Lessee’s
judgement. would render furlher drilling of said weli unprofitable or unsuccessful, and because of such fact aclive drilting operations
therein are discontinued, or (b} it has been drilled 1o basement rocks, and aclive drilling operations thereon are discontinued. or
(¢} Lessee has ceased drilling oparations thereon and it has been put on regular production and is producing oit or gas in quanitites
deemed by Lessee sufficient io pay lo pump or otherwise secure and save.
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6. Except as hereinalier provided, Lessee shall deliver 1o Lessor, as royalty, one-sixth {1/6th) of the nel oil, petroleum ana other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shall be subject 1o deduction from the gross product; the quanlity that may be consumed in the Lessee’s
operations hereunder, and after making deduclions for temperature al 60° Fahrenheit, bottom setllings and moisture according to
the American Petroleum Institute methods.
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7. Lessee agrees to pay to Lessor as royalty one-sixth (1/61h) of the value of natural gas produced and sold from the leased
i premises, and one-sixth (1/6th) of the value of residua! dry gas sotd aiter the processing of the wet gas produced in wefls on the
: leased premises, but nothing in this agreement shall require the Lessee to save or market nalural gas or residual dry gas unless lhere
shall be a surplus above fuel requirements, and a market at the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cost of compressing and delivering the same to the pipe line of the
purchaser on the leased premises. Lessee shall not be required to pay royally for any natural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall not 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 frem said premises is processed for the purpose of manufacturing natural gasoline and/or other
petroleum products then Lessee shall pay to Lessor one-sixth (1/6th} of the total value of all nalural gasoline and/or other pettaleum
products recovered and saved from said gas, ess the cost of producing and selling the same, which cast shall include the expense of
operating and maintaining the plant and facilities used in the gathering and processing af said wet gas and the storage and shipping
of said gasoline and/or other petraleum products. In no event, however, shall the total ot said cost of producing and selling exceed
fifty (50) percent of the total value of all natural gasoline and/or other petroleum products recovered and saved from said wet gas
camputed in the manner hereinafter set forth, In computing the value of said gasoline and/or other petroleum products he gasoline
and/or other petroteum products shall, it sold by Lessee to third parties, be valued at the respective nel ex-tax prices received by
Lessee from the sale thereof at the plant or plants where produced. If said gasoline and/or other petroleumn products are retained by
Lessee for Lessee's awn use, such products shall be valued at the respective ex-tax prices posted or established for naturat gasoline
of like Reid vapor pressure and/or for other petroleum products of the same qualily produced in the same field during the same
calendar month.

(b} It any wet gas produced (rom said premises is sold by Lessee for the purpose of manufacturing natural gasoline and/ar
other petroleum products on a basis wheraby a royaity therein is reserved to Lessee, payable in maney, then the Lessee shall pay to
the Lessor one-sixth {1/6th) of the total'amount of the royalty so reserved to Lessee, pravided, however, that the amount of royalty to
be paid to Lessor hereundar 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 evenl wet gas produced from said premises is sold for the purpose of manufacturing natural gasoline and/or other
petrafeum products on a basis whereby a quantity of the natural gasoline and/or other petroleum producls recovered therefrom is
reserved 1o the-Lessea as royalty payable in kind, then Lessee shall pay to the Lessor gne-sixth (1/6th) of the total value of said : -
naturat gasoline and/or ather petroleum products so resenad to Lessee, provided, however, that the total amount to be paid to oL
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 value of the natural gasoline and/or ather petroleum products manufactured and recovered under paragraphs (b)
and {c} above shall be established in the same manner as outlined in paragraph (a) above.

9. Unless Lessor shall elect to receive its royalty oil in kind, the Lessee will purchase the royalty oil from the Lessor (a] at the
highest posted available market price of the il at the well, or in the field in which the wells are situated {effective al the time of
removal from lease tanks) of all such il so produced and saved by lhe Lessee from said wells and removed therefrom during the
preceding calendar month, or (b) in the absence of a posted market price for such oil, the prevailing market price at the well or in ~
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7 as oftén as may be necessary | to keep sufficient space available In sald tanks for current accumulations of toyalty oil, No royaity shall B
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.the field (etfectlve at the time of ramoval from lease tanks) of such ail, or {c) In tha absence of a prevailing market price. the actual
price recelved by Lessee for such oll as sald wslls, or (d} in the absence of sales by tha Lessee st the wells the. reasonable valug of -
such oil; provlded however. that it the Lessee disposes of such oll at a price, Including bonus, In excess of the posted or prevallmg )
market pnce the pnce to ba pald far such royalty oil by the Lessee shall be tha same price, Including bonus, reoeived by Lessge. .

-10.. At Lessor's opllon. exerclsed not oftener than once in any ons (1} calendar year, and upon sixty (t‘ﬂ) days pra\nous wnﬂen ,.-"—7'

L notlca. the Leséea will déliver the kind, free of cost to Lessor, the said royalty olf. Should Lessor require that royalty oil ba delivered in

kind, Lessee i requested by Lessar, will,. without cost to Lessor, provide storage tanks on the leased premises saffi clent 1o hold an "
- accurnu!allon of not to excead thlrty {30} days’ production of royalty oil and wiil place said royaity oll in storage lor the Lessor in sald e
~ tanks:as and when it. s produced Lesses:shall be in no manner responsible or held liabla for loss or destruction of such ‘stored oil =
- belonglng to Lessor.from causes over which Lessea has no conlrol, Lessor agrees to remove the royalty oil s stored from Said tanks .

.. be due the Lessor for or.on accounl of oi lost through evaporation, leakage or otherwise prior tc the remaval of sarne dr delivery
* Lessor, if royalty oil sha!E be’ delivared in kind. If Lessee purcheses the royalty oil, the Lessee may deduct lhere!rom a prdporlidnale
part of the actuai reasonable cost of tréating unmerchaniable ot produced from tha leased premises 10 rende; the same merchant:
ab'e only in the evenl. however, that such oil is treated by the Lessee on or in the immediate vicinity of lhe leased premi
. Lessor shali elect to receive royalty oit in kind, such royaity ol shall be of the same quality as that removed from said leased prem|ses
for the Lessees own accaunt, and if Lessee’s awn oil shall be treated before removed, Lessor’s oil- will be treated therewith before .
delivery thereot to lhe Lessor, and Lessor in such event, shall pay a proportionate part of such reasonable ccst ol’ treatmenL_..

11.- AII ruyalhes payable and the price for all such substances which shall be sold to the Lesses hereunder under the lerms-

of such substances shalf have been made to the Lessee under such sale, and all royalty paldin kind shall be delivered to lhe Lessor
from tima to time as the same is oblained on said premises and stored and handled as hergin provided. '

12. The rental and royalties hereinbefore provided for shall be in lisn upon any and all of said substances- removed trom or B
stored upon the leased premises, and upon any improvements and personal properly of the Lessee upon said leased premises.

13. Subject to the terms and provisions of Section 43 of this lease, each producing weli, as soon as compleled by the Lessee,
shall be placed upon production and shall thereafter be operated by Lessee diligently and continuously, and In accordance with
sound oil field practice. Lesseg, from lime to time as necessary, shall clean out the wells and do any and all other work requrred to
keep them in condition for production and the extraction of cil and gas therefram to best advantage. Except as herein otherwise

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

14. This Lease shall be subject to all laws, statutes, rules and regulations heretofare or hereafter enacted or promulgaled to
control, suspend or conserve oil or gas and oil or gas operations, and, also to any general agreement which Lessee may in good faith
enter inlo with ather operators in the field in which the leased premises are situated, for a like purpose; and if compliance by the
Lessee with such laws, statules, rules or regulations or with any such agreament shall hinder, detay or interfere with the carrying out
of any provisions of this lease, Lessee shall not be cansidered in defaull or be liable ta Lessor for any damage or injury suffered or
sustained on account thereof, nor shall Lessee's rights be subject to forfeiture by reasan thereol, natwithstanding ary provisions of
this lease; provided, that such agreements affecting the leased premises sha!l not be for periods greater than one (1) year without the
Lessor's written consent, and provided, further, that no such agreement shall authorize Lessee to discriminate against said leased
premises in favor of any other properties owned, leased or operated by the Lessee in the same field, nor excuse such discrimination
either in the drilling or praducing obligations of the Lessee hereunder. Lessee will furnish Lessor with copies of any written
agreement for the voluntary curtailment of said production, and.if there are no such agreements, Lessee shall furnish Lessor with
copies of orders of the Oil Umpire, or any olher authority having the power to make orders for voluntary curtailment. The Lessee
shall not be considzied in default because of any acis done pursuant to or in reliance of any law or statute, rule or regulation, here-
atier declared unconstitutional or void pricr to a determination of such unconstitutionality 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 nol such as to indicate a
reasonable probability of the discovery of oil on the leased premises. then the Lessee shall operate the leased premises for the
preduction of gas. In such event, the drilling obligations shall be reduced so that the Lessea shal! be required to dril not more than
one well to each gne hundred sixty {(160) acres, or major fraction thereof. For the purpose of Ihis lease, a gas well shall be any well
producing gas only or producing at a gas-oil ratio in excess of ten thousand {10.000) cubic feat per barrel, and an oil well shall be
any well producing at a gas-oil ratio of ten thousand (10,000) cubic feel per barrel or less; provided, however, that any well, the liquid
production frem which is a result of retrograde condensation, shall be considerad a gas well regardless of the gas-oil ratio. I, at any
later period, oil shall be discovered in paying quantities on the leased premises or in the event thai 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 tease, and all of the conditions herein stipulated as {o dritling for oil shall become efiective commencing with
such discovery of oil. Provided, however, the foregoing terms.and provision of this Section 15 shall be subject o (i) the applicable
rules and regulations of the regulatory authority having jurisdiction of the stale in which the leased premises are located, and {ii}
Section 3, 14 and 26 of this lease.

18. Subjact to the terms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled on adjeining pro-
perty which is not unitized with Lessor lands and completed in a zone the average depth of which is less than four thousand (4,000}
feet and within three hundred thirty (330) feet, or is completed in a zone the average depth of which is greater than four thousand
{4.000) feet and within six hundred sixty (660) feet, or in the event that a gas well is completed on adjoining property which is not
unitized with Lessor fands within thirteen hundred twenty (1,.320) feet of the exterior limits of any property at the time embraced in
this lease in each instance and oil or gas is preduced therefrom in paying quanitites for a period of thirty {30} days, and the drilling
requirements under this lease are not fully complied with,and the owner of such well shall operate the same and market the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the feased premises within the applicable offset distance
from the common boundary line, the Lessee agrees to offset such well by the commencement of drilling operalions within sixty (60)
days thereafier in the leased premises, and complete it at approximately the same distance from the common boundary line as said
well on the adjoining property. is completed, and proceed diligently and continuously to drill and complete said offset well to the zone
from which such well on the adjoining property is producing: provided, however, that in the event Lessee is drilling an oif or gas well
upon the leased premises at the time of discovery of oil or gas on the adjoining property, the time for commencing the drilling of an
offset well shall be extended until ninsty (50) days after 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 completion of
the well an the adjoining property. Far the purpose of satisfying drilling obligations hereunder, oHfset wells shall be considered as
other wells required to be drilled hereunder, provided, always that Lessee agrees to space 0il or gas wells on the leased premises
according to the same spacing of il or gas wells on the adjoining property in order properly and effeclively to ofiset production from
wells on such adjoining property and preven! drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generally o producers in the same
tield for oil of a gravity of 14 American Petroleum Institute Scale, or of any higher gravity, al 60° Fahrenheit shall fall below One
DoYar ($1.00) per barrel at the wells; provided, however, that drilling or production from oifset wells shall not be suspended on the
leased premises unless the offsetling wells on the adjeining premises also discontinue producing.
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1a Any obllgaﬂons covenants or conditions imposed upan the Lesses shall be suspended only whils Lesses’s compliance is - -

" prevented _by the elements, declared or undectared war, fire, accidents, strikes, lockouts, riots, delays in transportation, inability to _
secure rnatérlals, labor, drilling equipmaent or transportation in the open market, or interferance by Governmental action, or any other .
cavse beyond the réasonable control of the Lesses, whether simifar or dissimilar to the causes specifically mentioned. If such = °
. suspensuon occurs, the payment ol &ny delay rental rduring such suspenslon shall be excused and tha leass term shall ba extended "
for-a penod ‘of time equal to the period of such suspension and any such extention of the lease term. Lessea may rasume the . )
paymenl of. tender. of rentals in accordance with Paragraph 3 hereof after the period of suspension the proporllanate part of lhai,
‘rantal for tha réntal year remaining after such period of suspension; Lessee's obligation to pay royalty on oil and gas ‘production .
: produced saved-and marketed shall never be suspended under this paragraph. Whenaver Lessee would otherwise bé required to-.
urrender: any ‘of the leased premlses as an alternative to tha performance of any obligation under this lease and such obligation is so
uspended then so long as such parformanca Js suspended under lhis paragraph or other provision of this lease, Lessea shall net be
red’ tosurrender any pomon of the leased premises. T
if the permlssnon or approval of any governmenta! agency is necessary befcre drilling.or olher operatlons mn be Iawfully
cornmenoed on-the lsased premises, then it such permission or approval has been applied for at least thirty (30} days priorlo tha
'_date upon whlch such operatiéns must be commenced under the terms hereof, the obligation to commence such operations shall be
suspended until thirty {30} days after the governmental permit is granted or approval given. If such permit or approval is denied
:nmany or at'any time during the approval or permitting process or is revoked afier issuance, then so long as Lessee in good lzuth.
..appeals from_such denial or revocation or conducts further proceedings in an attempt to secure such permit or approval, the -

oblrgallon to commence such operations shall be suspended until thirty (30) days alter such governmental permlt is’ granled o1
,approval given.

19.- The Lessee may, at | 's option, at any time sumrender and quitciaim this lease asto all of the leased pre’misg-.sior as tp‘ .
_ any one or more twenty {20) acre subdivisions thereof as herein defined, and shall be released from all ebligations thereafter arising -
with respect to the premises surrendered and quitclaimed, and in the case of a partial surrender and quitclaim all of the fental and
dritling obligations shall be reduced pro rala. At any time after the completion of the first well, or any subsequent well on the leased : -
premises, Lessee may cease fuether drilling and if the full number of wells shall nol have been drilled Lessea shall thereupon suren-
der, and this lease shall thereupon terminale as to all of the leased premises, except.drilling unils occupied by producing oil or gas. -
wells, each of which drilling units the Eesse may hold subject to the terms of this lease unlil abandoned or until the end of the term .,
thereof, and the extended term, if renewed as hereinafler provided. Each of said drilling unils shall, in each instance, conform to -
subdivisions as defined in paragraph 3 hereo!. Lessee shall have the right to do such things as may be necessary to keep such
drilling units in the highest productive state, including ihe right-to ream, clean out, deepen, re-weork, re-drill, and to drill new wells
thereon to other zones in order to maintain or increase production, or to restore production if it shall cease from any cause.

20. Upon the violation by Lessee of any of the terms, covenants or conditions of this lease, and failure to remedy the default
within thirty (30} days aHer receipt of written nolice from Lessor so o do, then at the oplion of the Lessor this lease shall forthwith
cease and terminate, and all rights of the Lessee in and to said property shall be at an end as to all said properties, except that the
Lessee shall have the right to retain and hold under this lease the area surrounding each well producing or being drilled, with respect
to which it is nol in default to the same extent and with the same rights as provided in paragraph 19 hereol in the even! of a surrender
by ihe Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall not be a waiver of any other or
subsequent breach hereof, nor of any other covenant or condition hereol,

21. Upon surrender by the Lessee of said feased premises in whole orin part or upon the termination of the Lessee's rights and
interests in and to the leased premises, or any part lhereol, in any manner herein provided, the Lessee will quielly and peaceably
surrender possession thereof to the Lessor and agrees to release to the Lessor, ils successors or assigns, all right, titie and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee's rights have terminaled as herein provided. In the event
of a partial release of the property sa released shall be subject to the easemenis and rights of way herein provided for and dppurten-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall furnish Lo the Lessor a map showing the location
of such easemente and rights of way. If there are any rights, interests, claims, liens or encumbrances canveyed, created, done, made
or suffered by the Lessee, ar anyone claiming under Lessee at the time of the refease, Lessee shall lake such actions, steps and
proceedings as may bz necessary to terminate and extinguish any such rights, interest, liens and encumbrances, failing inwhich,
Lessor may do so at the sole expense of the Lessee, which expense, plus reasonable attorney’s fees, Lessee agrees to pay to Lessor
on demand. Upon request by Lessar, Lessee shall advise Lessor in writing thal to the best of Lessee’s information, knowledge and
beliet no such rights, interests, claims, liens or encumbrances affect the fease premises released by Lessee.

22, Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shall ba and remain the personal property of the Lessee, and provided no default shall at such time exist in
respect of any payments or rentals ar in respect of any covenants, agreements or conditions to be kept ar performed by the Lessee,
the Lessee shall have the right during the term hereof, or at any time within sixty (60) days after the date of termination of this lease
to remove from ihe leased premises all such personal property, except casing in water wells purchased by Lessor, provided, further,
that the Lessee may extend the time within which such personal property may be removed for a pericd not exceeding six (6}
months fram such date of termination by paying to the Lessor monthly in advance a rental of Ten Dotlars ($10.00) an acre a month
for each twenty (20) acre subdivision upon which any such personal property remains. Any such personal property not removed
from said premises within said six (6) months' period shall become the property of Lessor.

23. The Lessee agrees to keep full recards of tne operations upon and production and sales of said substances from said
leased premises independently of and separate fram any other premises operated by the Lessee; to nolify Lessor promptly of
discovery of any of said substances in the leased premises and to furnish to the Lessor on or before the twentieth day of each month
a true statement, in triplicate, of all production, deliveries and deductions in a form satistactory to the Lessor. All records of the
operations and productions and sales of said substances from said leased premises shall, at all reasonable times, be open to the
inspection of Lessor's agents and representatives.

24. Lessee will keep an accurate log and casing record showing the progress of drilling, character of formations encountered
or drilled through, and casing in each welt in which drilling sha!l have been done an the leased premises, and furmish Lessor a copy
thereof upon the completion of ar the abandonment of each well, and a true copy of all surface and subsurface surveys made of each
well drilled under this lease. Lessee will furnish all reasonable facilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and representatives shall have free and full access at their sole cost, risk
and expense to all of the wells and works and to all propery in and vpon said leased premises.

25. Lessee agrees to conduct Lessee's operations so as to interfere as little as is consistent with the econamical and ordinary
use of the premises for the purposes herein reserved by the Lessor; to lay and maintain all pipe lines not less than thirty-six inches
(36"} below the surface of the ground; to fence all sump holes and excavalions o safeguard livestock grazing on sald land; to
provide substantial gates at peints where fences are cut by the Lessee; and to use reasonable care and diligence to prevent the
overllow of oil or water which may be detrimental to vegetation on those porticns of the feased premises which are suitable for
grazing, agricultural or horticultural purposes.

26. Lessee shall carry on Lessee’s operations hereunder in a careful and workmanlike manner. Lessee shall comply with any
and all applicable valid statutes, ordinances and governmental orders and regulations pertaining lo the exercise of rights leased here-
under and shall furnish such evidence of Lessee’s compliance therewith as may be required by Lessor. Lessee shall furnish evidence
salisfactory to Lessor that abandoned wells have been properly abandaoned in compliance with applicable statutes, ordinances and

gavernmental orders and regulations. a4 BOGKI ' l PASEO 55
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21, Upon termination of this leasa in any manner, or if any well Is abandoned the Lessee agrees l&pﬂgvel e surface of the
property involved, and to fill all abandoned sump holes and excavalions made by Lesses; to remova &l derricks, tanks and tank
supports, and if there are any pipe lines running from any abandoned wall, or any other place on the property, the same shall be
removed If tha Lessor desires, and dilches opened up by ramovat of tha pips tine and the ground made to conform to the naturat
“contour, Lesses will also remova all cement blocks or foundations which may have been placed on ihe leased premises, and aay and

all other supports placed by Lesses or permitted by Lessee to be placed on sa!d leased premises and which, in any manner, inlerfere
: wnh the usa thereof,

: . 28] Lessee agrees 10 release and ‘o indemnify and save harmless Lessor, the surface owner of said property, the helrs,
- personal representatives, successors and assigns of the surface owner, and any corporation afifiated with, cwned or conltralled by
© Southern Pacific Company, a corporatlon, from and against any and all claims, causes of action, liability, costs and expanses arising -
out of Injuries to, or deaths.of, all parsons whomsoever, and loss of, or damage o, all property whatscever, directly or Indirecily
F_resulllng from or caused by the occupancy of, or operations of Lessee on, the leased premises or property adjacent thereto; or the
-+ existence of oil wells, gas walls, derricks, pipa lines or 1anks or appurtenances thereof, used by {he Lesses on said feased premises or -

property adjacent thereto, including, without limiting the generality of tha foregoing, the breakage of pipe Imw tanks or other
equipment or tha escape or loss of oil, petroleum products, gas, waler or fire therefrom.

20, Lessee agrees to pay belore delinquency all taxes and assessmenls which have been or shall be levied and assessed on lha :
minerat rights in the leased premisas, and on the buildings, stnuctures, equipment and other personal properly or improvements
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stored thereon and not belonging to
Lessor, Lessee may deducl up to one-sixth {1/6th) of the taxes and assessmenis on mineral rights in the Jeased premises in each
fiscal year, pald by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months’
pericd subsequent to 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 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
installment in such fiscal year. Lessee agrees to pay to Lessor annually, within fiteen days after demand, an amount equal to five- -
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or occupied by the -
L 3 leased premises {excepl on bungggs structures and other improvements thereon not owned, mainlained or used by Lessee) for the

: fiscal year beginning July 1, 19 . prorated {rom _DECEMBER 1, 1982 to June 30, 19_B3 _and for each fiscal
3 year therealter during the term of lh:s lease. Lessee shall pay any produciion or severance lax computed or based upon production
’ of oil, gas or other mineral substances which may be imposed by the Federal Government, the State of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee lor the same proportion of said laxes as Lessor's shares of the laxes onthe
E mineral rights.

30. Either party may pay the entire amount of any delinguent laxes or assassmenis which shall constituie a lien on said leased
premises and which should have been paid before delinguency by the other parly as herein provided, and penalties and inlerest
thereon, and shall be entitled lo reimbursement from the other parly of tha part of the laxes and assessments herein agreed to be
paid by such other party, and of the entire amounl of the penallies and interest. Penalties and inlerest on delinguent taxes and
interest on payments made pursvant to this paragraph shall nol be apportioned with 1he principal amount of taxes and assessments

in making such annual adjustments, but shall be borne entirely by the party obligated lo pay the tax or assessmenl before
delinquency.

Wbtk puseerritom,

31. Lessee shall not commence drilling into or through the leased premises or construct, alter or repair structures or
improvements of any character, except emergency repairs, upon said property until afler written notice thereo! is given to Lessor.
Lessor may post and mainlain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay in full
all persons who perorm labor or services on, furnish materials joined or affixed to, or provide equipment for, said properly, 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 suffer liens of any kind or nature to be enforced against said property for such labor, services, malerials or
equipment. Lessor shalt have the right to pay any amount required to release any such lien or liens, or to defend any action brought
thereon, and to pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs. damages and reasonable

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

: 32. Lessee agrees lo pay to Lessor interest at the rate of 10% per annum vpon 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 Lessee of
B an obligation hereunder, as the case may be, to the date of receipl by Lessar 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 c¢ase may be.

33. If Lessor shall bring suit 1o compel performance of, or to recover for breach of any covenant or condition herein contained,
J or for declaratory relief, and prevails thergin, Lessee agrees to pay to Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34. All payments {o the Lessor shall be made to it at On2 Market Plaza, San Francisco, California 94105, but Lessor may at any
time by notice to Lessee change the place of payment,

35. Any demand, rotice or statement herein requested or required to be given by one party to the other shall be in writing.
Delivery of such written notice or statement to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepaid, ceditied or registered, addressed to Lessor at One Market Plaza, San Francisco,
California 94105, and delivery of such notice or statement to the Lessee shall be conclusively taken as sufiicient if and when
deposiled in the United States Mail, with postage therean fully prepaid, cerlified or registered, addressed to Lessee at 1000 Trinity

Building, 1801 Broadway, Denver, Colorado 80202. Any party hereto may, by written notice, change his or its address to which such
demands, notices or statements may be sent.

36. This instrument is a lease and is not and shall not ever be held or interpreted to be a mining partnership or parinership of
any kind, or in any sense whatscever; 1he intention of the parlies hereto being to establish and create hereby between themselves

only the relationship of Lessor and Lessee in accordance with the terms, provisions, conditions, covenants, reservations and
agreements herein set forth,

, 37. 1L is agreed that in case Lessee shall, except by Lessor, be lawlully deprived of the possession of said premisas, or any part

thereof, Lessee shall notify Lessar in writing setting forth in full the circumstances in relation thereto, whereupan the Lessor may, at
its option, either reinslall Lessee in possession of the leased premises or terminate this lease as to the premises or the part thereof,
the possession of which Lessee is so deprived, by giving nolice in wriling to the Lessee 1o that effect and at the same lime paying, or
tendering wilh such nolice, to the Lessee the sum of One Hundred Dollars ($100.00), plus the pro rala amount of any rental, thereto-
fore paid in advance by the Lessee under the provisions of paragraph 3 hereoi and applicable to said premises, or such portion, for
the unexpired rentat period, whereupan no claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38. I Lessee is adjudicaled a bankrupt, or shall make an assignment for the benefit of creditars, or file a voluntary petition
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under any Iaw (having for its purpose the adjudication of Lesses a bankrupt, ar ihe extension of time of payment, composmon
. adfustment, modification, setttement or salisfaction of the liabilities of Lesses), or a receiver be appointed for tha praperty of Lessea
by reason of the Insolvency of Lessee, notwithstanding anything to the contrary elsewhere in the lease, Lessor shall have the = -
i -Immedlale fight to tarminata this lease and lo take exclusive possession of the leasad premises. The acceplance of rent ar other: =
5 ‘payrnsnts far. the use of the leased premisas shall not constitute a walver of Lessor's right to terminate this lease as abova set fcrth LS
" there are'two or more Lesseas hereunder, or if Lessee Is a partnership, then the right of Lessor ta termiriata the entira leasa shall ba .
- ‘'exercisable In case any one_ of the Lessees or partners Is adjudged a bankrup! or becomes subject to or pamclpales ln any other»— .
B proceedlngs or procedure herein mentioned . -

‘39 Jdi-at lhe exp:ralion ol lhe term of this lease, any wells are bemg drilled by Lessee on the leased premlses ar any axisting :
‘wélls are producing or capable of praducing oil or g4s In paying quanhlies but are not being produced for reasons authorized under -
- this’ Teass, Lesses, shall have the optien of renewing this tease as long thereafter as such substances are produoed or capab!e of .
’ belng produced to Include drilling units as defined in paragraph 3 hereof, occupied by wells producing in paying quantities or wells :
Coin process of belng drilled on the same acreage specified in paragraph 3 hereof, together with the same rights provided’ for fei -
-~ paragraph-19, on and subject to the same royalties, terms, covenants and conditions as are herein specified; provided, written notlce ]

from- Lessee of such renewal shall be received by Lessor not more than six (6} manths nar less than thirty (30) days pnor to thaf
explratlon of the onglnal term hereof. o

40. This lease shall inure to the benefi t of and be blnd:ng upon the respective heirs, admmlstfators executars, successors and-iz-
assigns of the parties herelo, but no assignment of this leass, or any sub-lease ar agreement affecting this lease, or the leased
premises, or any interest therein, shall ba valid, unless made with the consent of Lessor in writing, and no change in ownérship in the’g
land or in the rentals or royallies shall be binding on Lessea until Lessee shall hava received wrilten nolice of such ttansfer Qr.
assagnment All covenants, agreements and stiputations herein contained shall run with the property. :

41. it there be morg than one Lesses named herein the term “Lessee” shall designate the plural number, and lhe ob!tgatlons of
the Lessee hereunder shall be joint and several. -

42 Time is of the essence of this lease,

43. Where there is a gas well or wells on the leased premises or acreage unitized therewith at any time during which this lease
is in effect, and such well or wells are shut-in, Lessee shall pay as royalty 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 shat-in or the dale en 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 weils are shut-in. Upon said payment it shall be considered that such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

bt St s

IN WITNESS WHEREOF, the parties herelo have caused these presents to be executed as of the day and year first hereinabove

i written.

SUN EXPLORATION

1 SOUTHERN PAGIFIC LAND COMPANY  : AND PRODUCTION COMPANY READ!NG 3 ﬁeum co.
! By /Z = @ﬂ,&\ %Lx? méma—n—-" Br

(el Agent_and Altomey-m-Fa

Attest: ciL . T s R c. tittle, Wice Presidentiards
CHARLES R. MANGUM
f. A BERGER

o sttt i

T
TTH

AL el

STATE OF OKLAHOMA
COUNTY OF TULSA

...........
ot "y,

this 18th day of February, 1983,
: hi Fdopine instrument was acknowledged before me on
B R, T-t‘e Eg'l'iv igls. VICE PRESIDENT, LANDS of READING & BATES PETROLEUM CO.

A @ A o ‘-_ y

~ a
. {j‘q{fsélnprcﬁana and official seal. %,,fw { 1/
! =. *i I ANG FLR _:f - = - Z‘-"’"‘&"“P e -
: k B xF; Lynne E./Plumiee - Notary Pu -
' R KOt ;- 1700 Mid-Continent Bldg., 409 S. Boston Av{
My ‘CSpissibn Expires: Tulsa, Oklahoma 74103
March "7 ¢ 0198 5 :

£TATE OF Coloradc
COUNTY OF Denver

. ' The foregoing inutrunent was acknowledged before me on this 17th 17th  day
of _..Janvary - » 1983, by CHARLES R. HAHGUH.II AGENT AND ATTORNEY-IN-FACT
i of BUN EXPIDRA'IION AND PRODUCTION COMPARY,

-

' -\}y é‘on{s,hgpiod}rp!reﬂ Mamh 3 ]gg. 5'- T
Z -..:,' r"" ( o] L1
B e _ R
BQG’“ I | PAGEQ ST ﬁotary ;:K;lic% (é’

. R 1801 Broadway, Suite 1000
T ' Denyer. Colorado 80202




EXHIBIT'"A"

L : I‘G L“‘ UI!A-“ . -
Attachea to: and made a gar%,of that . certalnra re:

datéa-December l 1982 betwee

OMPANY and READING & BATES PETROLEUM co.  };

‘Subdivision o sec;LTwp;=Rgg; BRI

7640:00

ok A1 S - 1307 30N - 48E

[E 70 <5 DU ' ' 15-", 30N . 4BE -
k- ATL 17~ 30N . 48E°
g1y : 19 0N 4BE
& B -A11 ’ R 2% ] 308 48E

TOTAL ' AR S 3,049.76

yL—J: >' :'-‘-.‘__- 1, l ; ,.'
%*Reserved Mineral Interests i

STATE OF CALIFORNIA i s
City ond Couniy of San Francisre o

onppis_20th daoy of _December_ = i the year One Thouschd Nine Hundred and Eighry Two
tefore me, JAMES W. WATT, @ Noiery Public in and for the City und County of Sun Francisco, State of California, personolly appeored

VOuc Sariel Plase) R. A. Berger
Vice President and General Manager

personally knowa to me {or proved te sme on the basis of satisfactory evidence) 10 be the person who
executed the within instrumeni as president (or seceeiary} or on behaif of the Corporation therein
normed and echnowlcdged to me thai the Carporation evecurad ii.

JAMES W, WATT
NOTARY PUBLIC - CALIFORNIA
PRIH"!FAI. PIAEECEE EUSII-ESS i)

5.1
My tc'n-;s:rt.': [xpms J.me 25, 1083 \
o S e

e {5 WITNESS WHEREQF, I have hereunto sel my hand and affixed my official sea? ar my

effice in the Ciiy ond Counly of San Francisco, the day and yeor in ihis ceriificate first above
wriirn,

Corporanion
Notary Public i

Ay Commission Eapires June 24, 1983 - ' o1 the Cuy and CoumanM ['atc;f°m5fﬁ 5‘8‘"""
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