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98789“ ossss OIL AND GAS LEASE

“THIS LEASE, made in duplicale this . FIRST gay of DECEMBER . 1982 | by

and - betwesn SOUTHEFIN PACIFIC LANO COMPANY, a California corporation, hereinalter called "Lesso- . and "SUN
’ EXPLORAT!ON AND PRODUCTION COMPANY. As to an undivided 75% interest, and READING ‘& BATES PETROLEUM CO as
lo an undwlded 25% ln!eresl hereinafter colleclively called “Lessea”

L WITNESSETH:_

. 1. Tha! Lessof; in consideration of the observanca and failhful pariormance by Lessee of all tha provisions coniaihéd--he;eiﬁ;
does hereby Iease to Lessea for the term and purposes hereinatter set forth, all that ceriain properiy, sometimes hereinafier- refened

Countties : s
lo as “leased premises”, in the Gonoixof _ LANDER/EUREKA | State of NEVADA , more; pamcu!aﬂy_' I

described on Exhibit “A" attached hereto and made a part hereof.

Subject to easements, leases and restrictions aflecting said property.

For the purposes of this lease, Lessee shall have the right (subject to the provisions hereof and to the extent of Lessors
ownership thereol) to explore, drill for and to produce, extract, 1ake and remove all oil and gas hereinafter referred to as ‘'substances’,
contained in sald property, to store said substances vpon said propesty, to locale, erect, construct, maintain, replace and operate
upon and in said property such faciliies and siruclures fexcept refineries or lopping gas plants) as may be necessary in the
production, treatment, storage of transportation of said substances iom said property, and lo appropriate and use such water as
may be necessary for the above operations.

Reserving unlo Lessor, its successors and assigns, the right 1o construcl, maintain and vse ditches, flumes, roads, trails, tracks
and pipe, telegraph, lefephons, signal, communication and power lines in, upon, over and across said property and the right to use
saig property for any and =ali other purposes consistent wilh the rights herein leased fo Lessee.

2. The term of this lease shall be for twenty-fiva (25) years, from and after the __ FIRST  day of DECEMBER ,

19_82 |, unless sooner lerminated or forfeited, either In whole or in part, as hereinafter provided.
3. Lesses agrees to pay 10 Lessor a cash rental of §__6,013.56 in advanze on the dale of delivery of this tease for tha
first year. ol the term hereol, and annually thereafer, on or before the first day of each successive year

of the term hereof & cash rental of $2.00 an acre per annum in advance, provided that renta! shall not accrue or be payable for
(adeach “drilling unit” upon which thare is a producing ol or gas well on the date when rental is payabla,
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(b}each 640 acre subdivision wilhin the boundaries of the leased premises on which drilling is in progress on the date when
rental is payable, or

{c}each 640 acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paying
quantities on the leased premises of within ofiset distance, as provided in paragraph 16, and Lessee has determined, as
provided in paragraph 15, that conditions are nol such as 10 indicale a reasonable probability of the discovery of oil on the
leased premises, or

{d)each “drilling unit™ on which there is a praducing oil or gas well, for any period during which Lessee is prohibiied by taw, or
by lhe orders, rules or regulalions of a competent administrative aulhority, constiluted by law and not by voluniary
agreement, from producing said substances therefrom.

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

in which the leased premises are localed, a “arilling unit” as used in this lease shali be:

11} a iwenly acre subdivision, of less, it the averape depth of the producing imerval of wells drilled for oil shall net be more
than four thousand (4.000) leel;

{2)a forty acre subdivision, or less. if Ihe average depih of the producing interval of wells drilled {or oil shall be grealer than
four thousand {4,000} feet.

Subject 1o the terms and provisions of Sections 14 and 26 of 1his lease, a iwenty (20) acre subdivision as used herein shall be
either the Norh, Scuth, East or West hali of a legal Government forty {40) acre subdivision, a forty (40} acre subdivision as used
tierein shall be a legal Government forty (40) acre subdivision, and a one hundred sixty (160) acre subdivision as used herein shali be
a legal Governmenl one hundred sixty {160} acre subdivision, all according 1o the United States survey.

4, Except as herein otherwise provided specifically including Section 19 of this lease, the Lessee shail commence drilling an oil
or gas well on the leased premises on of before five years lrom date hereo! {referred 1o in Section 4 as “said date”), and shall
continue the work of drilling such well with due diligence urlil completion. After completion of the first well, Lessee shall commence
drilling another well on said leased premises wilhin ong hundred twenty {120) days and shall continuously operate al least one string
of tools in drilling wells on the leased premises, allowing one hundred lwenly {120} days between tha completion of one well and (he
commencement of the next succeeding welt until one il or gas we¥ producing Irom each productive zone has been compleled 1o
each drilling unit; provided, however, that if any well completed belore said date shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence Jritling the next well al any time belore said dale. Nolhing herein
shall limit the number of wells which Lessee may, al Lessee's oplion, drill in excess of ihe number herein specified, or the depih l&
which any well may be dritied it Lessee should elect Lo drill below the depth specilied. H Lessee has not commenced drilling ol an oil
or gas well on the leased premises on of belore five years from ihe dale hereof, ihe rights, duties and ooligations of Lessor and
Lessee under lhis lease shall ipso faclo lerminale.

& A well shall be deemed compleled when {(a) formations or mechanical ditficohies aie encountered which, in Lessee’s
judgement, would render further drilling of said well unprofitable or unsuccessiul. and because of such fact active drilling operations
\herein are disconfinued. of (b il has been drilled to basemenl rocks, and active drilling operations thereon are discontinued, or
{¢) Lessee has ceased drilling operations thereon and il has been put on regular production and is producing oil or gas in quanililes
deemed by Lessee sulficienl to pay 10 pump of olherwise secure and save.

6. Except as hereinafier provided, Lessee shall-deliver 1o Lessor. as royally. one-sixth (1/61h} of the net oil, petroleum and other
hydrocarbon substances, produced and saved from said-leased premises in each calendar month.

Said royalty shall be subject to deduction from the gross product; the quantity that may be consumed in the Lessee's
operations hereunder, and after making deduclions lor temperaiure al 60° Fahrenheil, bonom seitlings and moisiure according to
the American Pelroleum Instilute methods.

7. Lessee agrees lo pay 1o Lessor as royalty one-sixth (1/6th) of the value of matural gas produced and sold from the leased
premises, and one-sixth (1/61h) of the value of residual dry gas sold after the processing of the wel gas produced in wells on the
leased premises, bul nothing in this agreement shall require the Lessee 10 save or market nalural gas or residual dry gas unless there
shall be a surplus above fuel requiremsnts, and a markel al the well therefor. Such value shall be determined by deducting from the
gross proceeds of sales of natural gas and fesidual dry gas the cosl ol compressing and delivering the same 10 the pipe line of the
purchaser on the leased premises. Lessee shall nol be required to pay royalty lor any natural gas of residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall rot use any ratural gas o1 1esidual dry gas off the leased premises unless and unli)
the Lessor-and the Lessee shall first agree upon ihe price 10 be paid 10 the Lessor for ils one-sixth {1/61n) share of such gas.

. (a) if the wet gas produced from said premises 15 processed lor the purpose of manufacturing nalural gasoline and/or other
pelroleum products then Lessee shall pay 10 Lessor one-sixih {1/610) of the iolal value of alt natural gasoline and/or olher petroleum
products recovered and saved from said gas, less the cost of producing and selling the same, which cost shali include the expense of
operaling and maintaining the plant and 1acilities used in the gathering and processing of said wel gas and the slorage and shipping
ol said gasoline and/or olher petrgleum products In no event. however, shall the total of said cost of producing and selling exceed
ity (50) percent of the to1al value of all natural gasoline and/or olher pelroleum products recovered and saved from said wet gas
computed in the manner hereinafter setforth. In computing the value of said gasoline and/or other petroleum products the gasoline
and/or other petroleumn products shall, if sold by Lessee lo third parlies. be valued at the respeclive nel ex-tax prices received by
Lessee lrom lhe sale thereol &l the plant of plants where produced. If said gasoline and/or other petroleum producls are relained by
Lessee lor Lessee's own use, such products shall be valued at the respective ex-lax prices posted or eslablished for natural gasoline
of like Reid vapor pressure and/or for other petroleum products ol the same quality produced in the same field during the same
calandar month.

{b} It any wel gas produced liom said prermses is sold by Lessee for the purpose of manutacturing natural gasoline and/or
other petroleum producls on a basis whereby a royally therem s reserved to Lessee, payable in money, then the Lessee shall pay 1o
the Lessor one-sixth {1/6th) of the 1otal amount of the royally so reserved lo Lessee. provided, however, thal the amount of royailty 10
be paid 10 lLessor hereunder shall be not tess than one-sixth (1760} of ity {50} percent of the 1tal value ol such products 5o
manufactured.

{c) tn the even! wet gas produced from said premises 15 sold for the puipose of manulacturing natural gasoline and/or other
petroleum producis on a basis whereby a quantity ol the natural gasoline and/or other pelrpleum products recovered therefrom is
reserved 10 the Lessee as royalty payable i kind, 1hen Lessee shall pay 16 the Lessor one-sixth {1/6h) of the total value of said
nalural gasoline andfor other petroleum products sO reserveg to Lessee, provided, however, thal the iolal amoun lo be paid 1o
Lessor hereunder shall be nol less than one-sixti {1/6th) of Tty (50) percent of the tolal value ol such products so recovered.

{d) The value of the natural gasohne and/or other petrgleum products manulactured and recovered under paragraphs {b)
and {¢) above shall be estabhshed w lhe same manner as out'ned in paragraph (a} above.

9. Unless Lessor shall elect to receive its royaity ol in knd, the Lessee will puichase 1he royalty il from the Lessor (a}) al the
highest posted available markel price of the il at the well, or in the field in which the wells are situated (eflective al the time of
removal from lease tanks) of all such oil so produced and saved by the Lessee from said wells and removed thergfrom during ihe
preceding calendar month. or {b) m the absence of a posted market price for such oil. the prevailing market price al the well o in
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the field (eliective at the lime of removal from lesse 1anks) of such oil, or (c) in the absence of a prevm% markel price the actyual
price received by Lessee for such oil as said wells, or (0) in the absenca of sales by the Lessee al the wells the reasonable veiue of
such cil; provided, however, that if the Leszee disposes of such oil at a price, inciuding bonus, in excess of the posied o7 prevailing
market price, the price 1o ba paid for such royalty oil by the Lessee shall be the same price, including bonus, received by Lessee.

10. At Lessor's option, exercised nel oftencr than once in any one (1) calendar year, and upon sixty (50) days' previous writlen
nolice, the Lessee will deliver ihe king, free of cost to Lessor, 1he said royalty oil. Should Lessor require that royalty il be delivered in
kind, Lesses, if requested by Lessor, will, wilhowd cost to Lessor, provide storage tanks on 1he leased premises sulicient to hold an
accumulalion of not to exceed thirty (30) days' production ol royally oll and will place said royalty oil in storage for the Lessor in said
lanks as and when it is produced. Lessee shall be in no manner responsible or held liable for loss or destruction of such slored oll
belonging 1o Lessor from causes over which Lessee has no control. Lessor agrees 1o remove the royalty oil so stored from said tanks
as oflen as may be necessary 10 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 0l lost through evaporation, leakage or othenvise prior 10 the removal of same or delivery to
Lessor, il royalty oil shall be delivered in kind. i Lessee purchases the royally oil, the Lessee may deduct therefrom a propertionale
part of the actual reasonable cost of trealing unmerchaniable oil produced from the leased premises 1o render the same merchant-
able only in the event, however, that such oil is treated by the Lessee on or in the immediate vicinily of the leased premises. If the
Lessor shall efect 10 receive royally oil in kind, such royalty oil shail be of the same quality as thal removed from said leased premises
for the Lessee's own accounl, and il Lessee’s own oil shall be treated before removed, Lesser's oil will be treated therewith before
delivery thereof lo the Lessor, and Lessor in such event, shall pay a proportionate part of such reasonable cost of ireatment.

11. All royallies payable and the price for all such subslances which shall be sold o the Lessee hereunder, under the terms
hereol, shall be paid by Lessee to Lessor on or before the iwenlieth day of the calendar month next succeeding that in which delivery
of such substances shatl have been made 10 1he Lessee under such sale, and all royalty paid in kind shall be delivered 1o the Lessor
from lime to time as Ihe =ame is obtained on said premises and stored and handied as herein provided.

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

13. Subjecl lo the lerms and provisions of Seclion 43 of this lease, each producing well, 8s soon as completed by the Lessee,
shall be placed upon production and shall thereafier be operated by Lessee difigently and conlinuously, and in-accordance wilth
sound oil field praclice. Lessee, from lime 1o lime as necessary, shall clean oul the welis and do any and all other work required 1o
keep them in condilion for production and the extraclion of oil and gas Iherefrom to besi advantage. Excepl as herein otherwise

provided, \he Lessee will keep each wel drilled on the properies covered by this lease producing to capacity consistenl wilth good
operaling practice.

14. This Lease shall be subject 10 all laws. stalutes. rules and regutalions heretofore or hereafter enacted or promulgated 1o
control, suspend or conserve oil or gas and oil or gas operations. and. also 1o any general agreement which Lessee may in good faith
enter inlo with olher operators in the Jield in which the leased premises are siluated, 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 wilh the carrying out
of any provisions of this lease, Lessee shall nol be considered in defaull or be liable 1o Lessor lor any damage or injury sufiered or
sustained on account thereol, nor shalt Lessee’s rights be subject 1o fordeilure by reason thereol, notwithstanding any provisions of
this lease; provided, thal such agreements aHecting the leased premises shall not be lor periods grealer than one (1) year withoul the
Lessors wrillen consenl, and provided, further, that no such agreement shall authorize Lessee 1o discriminate against said leased
premises in favor ol any other properties owned, leased or operaled by the Lessee in the same field, nor excuse such discrimination
either in the drilling or producing cbhgations of Ihe Lessee hereunder. Lessee will furnish Lessor with copies of any written
agreement for the voluntary curtazilment of said production, and il there are no such agreemenis, Lessee shall furnish Lessor with
copies of orders of the Oil Umpire, or any other authority having the power 10 make orders for voluntary curailment. The Lessee
shall nol be considered in default because of any acts done pursuant o or in reliance of any law or statule, rule or regulation, here-
atter declared unconslitutional or void prior 10 a determination of such unconstitutionality or invalidity by a court of last resoit.

15. If gas is discovered in any well in paying quantities and Lessee shall determine thal conditions are not such as 1o indicate a
reasonable probabifity of the discovery of oil on the leased premises, ihen the Lessee shall operate the leased premises lor the
production of gas. In such event the drilling obligalions shal! be reduced so 13! the Lessee shall be required to drill not more than
one well to each one hundied sixty {160) acres, or major frachion thereof. For the purpose of this fease, a gas well shalt be any well
producing gas only of producing at @ gas-oil ralio in excess of ten thousand {10.000) cubic teet per bariel, and an oit well shall be
any well producing at & gas-oii ralio of ten thousand (10.000) cubic teet per barrel or less, provided, however, thal any well, the liquid
production from which is a result of retrograde condensation. shall be considered 2 gas wel regardless of the gas-oil ratio. If, at any
later period, oil shall be discovered in paying quantiies on the leased premises of in the event thal oil is discovered in paying
guantities in any well within offse! distance, as provided n paragraph 16, of the boundary hnes of the leased premises, then this lease
shall revive as an gil lease, and all of the condittons herein stipulated as 1o dnlling tor oil shall become effeclive commencing wilh
such discavery of oil. Provided, however, the foregoing terms and provision of this Sechon 15 shall be subject to {i) the applicable

rules and regulalions of the regulatory authority having junisdiction of the state in which the leased premises are located. and {ii)
Section 3, 14 and 26 of this lease.

16. Subject to the terms and provisions of Secuon 14 and 26 of this lease. in the gvent an oil welt is drilled on adjoining pro-
perty which is not unilized with Lessor lands and compleled in a zone the average depth ol which is less than four thousand {4,000}
feet and within three hundred thirty (330} feet, or.is completed in @ zone the average depth of which is greater than four thousand
{4,000} feet and within six hundred sixty (660} leet, or in the event thal a gas well is completed on adjoining proparty which is not
unitized with Lessor lands within thirteen hundred twenty (1.320)feet of the exterior limits ol any property at the Lime embraced in
this lease in each instance and oil or gas is produced therelrom in paying quanilites for & period of thirty (30) days, and the driilling
requirements under this lease are not fully complied with.and the owner ol such well shall operate the same and market the oil or gas
therefrom, then, unless there is a well then being drilled or on produclion on the leased premises within the applicable ofisel distance
froam the common boundary line, the Lessee agrees to offset such well by the commencement of drilling operations within sixty {60)
days thereafter in lhe leased premises. and complete it at approximately the same dislance from 1the common boundary hine as said
well on the agjoining praperty is completed, and proceed diligently and conlinuously lo drill and complete said ofisel well to the zone
from which such well on lhe adjoining property is producing. provided, however, that in the event Lessee is drilling an oit or gas well
upon the leased premises at the time of discovery of oil or gas on the adjoining property. the time tor commencing the drilling of an
ofiset well shall be exlended unlil ninety (80) days afier the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, that in no event shall saig time be extended beyond six {6) months after the completion of
the well on the adjoining property. For the purpose ol satislying drilling obligations hereunder, ofisel wells shall be considered as
olher wells required lo be drilled hereunder; provided. always that Lessee agrees 10 space oil 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 etiectively 1o offiset production from
walls on such adjoining property and prevenl drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended whila the price offered generally 1o producers in the same
field lor ail of a gravity of 14° American Petroleum Institute Scale, or of any higher gravity. at 60° Fahrenheit shall fall below Cne

Dollar {$1.00) per barrel al the wells; provided, however, that drilling or production {rom ofisel walls shall not be suspended on the
leased premises unless the offsetling wells on the adjoining premises &lso disconlinue producing.
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18. Any obligations, covenants or condilions imposed upon tha Lessoe shell be suspended only while Lessee's compliance 15
prevented by the elements, declared or undeclared war, fire, accidenls, slrikes, lockouts, riots, delays in transpariation, inability to
secure malarials, labor, drilling equipment or transporiation in the opan markel, or inlederence by Govarnmental action, or any otner
cause beyond the reasonaole control of the Lessea, whether similar or dissimilar to the causes specifically mentioned. {f such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the [ease term shall be extended
for a period of time equal to the period of such suspension and any such extention of lhe lease term. Lessee may resume the
payment or lender of rentals in accordance with Paragraph 3 hereof after the period of suspension the proportionate part of the
rental for the rental year remaining after such period of suspension. Lessee’s obligation to pay royally on oil and gas production
produced, saved and marketed shall never be suspended under this paragraph. Whenever Lessee would otherwise be required to
surrender any of the leased premises as an alternative to the performance of any obligation under this lease and such obligation is so
suspended, then so long as such perfarmance is suspended under this paragraph or other provision ol this lease, Lessee shall not be
required to surrender any porlion of the leased premises.

If the permission or approval of any governmental agency is necessary befare drilling or other operations can be lawfully
commenced on the leased premises, then it such permission or approval has been applied for at least thirty (30) days prior lo the
date upon which such operations must be commenced under th= terms hereof, lhe abligation to commenca such operalions shaii be
suspended until thirty (30) days after the governmenial permit is granted or approval given. If such permit or approval is denied
initially or st any time during the approval or permilting process or is revaked cfter issuance, then so long as Lessee in good faith
appeals from such denial or revocation or conducts furlher proceedings in an attemmpt to secure such permit or approval, the

cbligation to commence such operations shall be suspended until thirty (30} days atter such governmental permit is granted or
approval given.

19. The Lessee may, al Lessee's oplion, at any time surrender and quitclaim Lnis lease as to all of the leased premises or as to
any one or more twenly (20} acre subdivisions thereof as herein defined, and shall be released from all obligations thereafter arising
with respect to the premises surrendered and quitclaimed, and in the case of a partial surrender and quitclaim alt of the renial and
driffing obligations shall be reduced pro rata. At any time after the completion of the first-well, or any subsequent well on the leased
premises, Lessee may cease further drilling and if the full number of welis shall not have bgen drilled Lessee shall thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling units occupied by producing oil or gas
welis, each of which drilling units the Lesse may hold subject to the ferms of this lease until abandoned ot until the ead of the term
thereof, and the extended term, if renewed as hereinafter provided. Each of said drilling units sha¥l, in each instance, conlorm o
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right to do such things as may be necessary to keep such
drilling unils in the highest productive state, including the right to ream; clean aut, deepen, re-work, re-drili, and 1o drill new wells
thereon to olher zanes in order lo maintain ar increase production, or to restore production il it shall cease from any cause.

20. Upon the violation by Lessee ol any of the terms, covenants or conditions of this lease, and failure to remedy the defaull
within thirty (30] days afler receipt of written notice from Lessor so to do, then at the oplion of the Lessor this lease shall forthwith
cease and lerminate, and ali rights of the Lessee in and 10 said properly shall be at an end as 10 all said properiies, 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 not in default to the same extent and with the same rights as provided in paragraph 19 hereof in the evenl of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shalt nol be a waiver of any other or
subsequent breach hereol, nor of any other covenant or condilion hereol.

21. Upon surrender by the Lessee of said leased premises in whole or in part 0i upon the termin- ' ~~ Jf the Lessee’s rights and
interests in and to the leased premises. or any parl thereof, in any manner herein provided, the ! _ssee will quielly and peaceably
surrender possession thereofl 10 the Lessor-and agrees-1o release to ihe Lessor, its successors or assigns, all right, title and interest of
the Lessee in the leased premises, or the portion therect in which the Lessee’s rights have terminaled as herein provided. In the event
ol a partial release of the property so reieased shall be subject 1o the easemenis and rights of way herein provided for and appurien-
ant to any part of the leased premises retained by the Lessee, and the Lessee shall furnish 10 the Lessor a map showing the localion
of such easemenis and rights of way_If there are any nghis, interests, claims liens or encumbrances conveyed, created, dong, made
of suilered by the Lesses, or anyone claiming under Lessee at the time of the release, Lessee shall take such aclions, steps and
proceedings as may be necessary 1o lerminate and exlinguish any such righls, interest, hens and encumbrances, faifing inwhich,
Lessor may do so at the sole expense of the Lessee, which expense, plus reasonable attorney’s Jees, Lessee agrees 1o pay to Lessor
on demand. Upon request by Lessor. Lessee shall adwse Lessor in writing that 1o ihe best of Lessee's information, knowledge and
belief no such rights, inlerests, claims, hens or encumbrances aflect the lease premises released by Lessee.

22. Derricks, buildings and olher structures, improvements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shall be and remain the personal property of the Lessee. and provided no defauit shall at such time exist in
respect of any payments or rentals or in respecl of any covenants. agreements of conditions tn be kept or perfonned by the Lessese,
the Lessee shall have the nght dunng the lerm hereol, or at any time within sixty (B0) days after the date of termination of this lease
1o -remove from the leased premises all such persoral properly, except casing in water wells purchased by Lessor; provided, further,
thal the Lessee may exlend the lime within which such pzrsonal propery may be removed lor a period nol exceeding six (6)
months from such date of lermination by paving 1o the Lessor monthly in advance a rental of Ten Dolars ($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 wilhin sad six (6) monlhs’ pernod shall bacome the property of Lessor.

23. The Lessee agrees to keep full records of the operations upen and production and sales of said substances from said
leased premises independenlly of and separate from any olher premises operated by the Lessee; 1o nolify Lessor promptly of
discovery of any of said substances in the leased prermises and 1o furmish to the Lessor on or before the 1wentielh day of each month
a true statement, in triphcale, of all produclion, dehvenes and deductions in 8 form satislaciory 1o the Lessor. All records of the
operations and productions and sates of sard subsiances from said leased prernises shall, at all reasonable mes, be open o the
inspection ol Lessor's agenls and represeptatives

24, Lessee will keep an accurate ing and casing record showing the progress of drilling, character of {ormations encountered
or drilled through, and casing v each well in which drifling shall bave been done on the leased premises, and furnish Lessor a copy
thereol upon the completion of or the abandonment of each wel!, and a true copy of all surface and subsurlace surveys made of each
well drilled under this lease. Lessee will lurnish all reasonable facihlies 1or making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents ano representalives shall bave free and full access at their sole cost, risk
and expense to all of the wells and works and to all property in and upon said leased premises.

25. Lessee agrees 10 conduct Lessee’s operalions so as to interfere as litlle as is consistent with the economical and ordinary
use of the premises for the purposes herein reserved by the Lessor, to lay and maintain all pipe lines not less than thiry-six inches
{356™) below the surface of the ground; to fence all sump hofes and excavations 1o safequarg livestock grazing on said land; to
provide substantial gales at-points where fences are cul by the Lessee. and lo use reasonable care and diligence 1o prevent the
overllow of oil o/ water which may be delnmental 10 vegelation on those perions of the leased premises which are suitable for
grazing, agricultural or horticuliural puip” »es.

26. Lessee shall carmy on Lessee's vperations hereunder in a carelul and workmanlike manner. Lessee shall comply with any
and all applicable valid stalules, ordinanc ss and goverrmental orders and regulations pariaining 1o the exercise of rights leased here-
under and shall furnish such evidence of Lessee's comphance therewilh 8s may be required by Lessor. Lesses shail furmish evidence
satisfactory to Lessor thal abandoned v efs have been properly abandoned in compliance with apphcable statules, ordinances and
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: 27. Upon tarmination of this lease in any manner, or it any well i3 abandoned the Lessae agrees to relevel the surlace of tho
i property involved, and to fill all abandonad sump holes and excavations made by Lessee; lo remove all derricks, tanks and lank
supports, and it there ara any pipa lines running from any abandoned wall, or any other place on the property. the same shall be
ramoved if the Lessor desires, and ditches opened up by removal of the pipe line and the ground made to conform 1o the nalural
contour. Lesses will also remova all cemeant blocks or foundations which may hava been placed on the leased premises, and any and

&1l other supports placed by Lesses or permitled by Lesser to ba placed on said teased premises and which, in any manner, interfere
with the use thereol

24 lessee agrees lo release and lo indemnity and save harmless Lessor, the surface owner of said properly, the heirs,
personal representatives, successors and assigns of the surlace owner, and any corporation affillated with, owned or controlled by
C Southern Pacific Company. & corporation, from and against any and all claims, eauses of action, liability, cos!s and expenses arising

- out of injuries to, or deaths of, all persons whomsoever, £nd loss of, or damage to, all property whatsosver, directly or indirectly
resulting from or caused by the occupancy of, or operations of Lessee on, 1he leased premises or property adjacent thereto, or the
existence of oil wells, gas wells, derricks, pipe lines or tanks or appurtenances thereof, used by the Lessee on said leased premises or
: property adjacent lhereto, including, without limiting the generality of \he foregoing. the breakage of pipe lines, tanks or other

equipment or the escape or loss of oil, petroleun 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 the leased premises, and on the buildings, structures, equipment and olher personal property or improvemenis
placed, maintained or used by Lessee on the leased premises, and on the mineral substances stored therean and not belonging to
Lessor. Lessee may deduct up 1o one-sixth {1/6th} of the taxes and assessments on mineral rights in the leased premises in each
liscal year, paid by Lessee, from the royallies due and payable 1o Lessor for production during each successive twelve months’
period subsequent to the day and month in such fiscal year on which the first instaliment of such 1axes and assessments become
definquent. The above amount of the laxes 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 ol the first
inslaliment in such fiscal year. Lessee agrees to pay to Lessor annually, within lifteen days afier demand, an amount equal to five-
sixths of the real property taxes and assessmenls paid by Southern Pacific Land Company on the land overlying or occupied by the
leased premises {except on buildings, structures and other improvemfnts tBtgﬁon nct owned, mainlained or u%&f by Lessee) ior the
fiscal year begirning July 1, 19 . prorated from DECEMBER [, 1 to June 30, 19 and lor each fiscal
year therealler during the lerm of this lease. Lessee shall pay any production.or severance lax cemputed or based upon production
ol oil, gas or other mineral substances which may be imposed by the Federal Government, the Stale of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessnr's shares of the taxes on the
minersat rights.
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40. Either party may pay the entire amount of any delinquent taxes or assessments which shall constitute a lien on said leased
premises and which should have been paid belore definquency by the olher party as herein provided, and penallies and inlerest
thereon, and shall be enlitled to reimbursement from the other party of the part of the taxes and assessments herein agreed 1o be
paid by such other parly, and of the enlire amount of the penalties and interest. Penallies and interest on delinquent taxes and
interest on payments made pursuant to this paragraph shall nol be apportioned with the principal amount of taxes and assessments

in making such annua! adjustments, but shail be borne entirely by lhe party obligaled to pay ihe tax or assessmenl before
delinquency.

31. Lessee shall nat commence drilling into or through the leased premises or construct, aller or repaw structures of
improvements of any characler, except emergency. repairs, upon said property unlil atter written nolice thereof is given 1o Lessor.
Lessor may post and maintain ugon the leased premises notices of ron-respansibility as provided by law. Lessee agrees 10 pay in full
all persons who perform labor or services on, furnish materials joined or affixed to, or provide equipment lfor, said property, or the
conslruclion, re-construction, repair or_placement of any structure improvement on said property, at Lessee's instance or request.
Lessee shall not permit or sulffer liens of any kind or nature to be enforced against said property for such labor, services, malerials or
equipment. Lessor shall have the fight to pay any amount required to release any such lien of liens, or 1o defend wny action brought
therean, and to pay any judgment entered therein and the Lessee shali be liable to the Lessor for all .costs. damages and reasonable

attorriey's fees, and any amounts expended in delending any proceedings. or in the payment of any of said liens or any judgement
obtained therefor

32, Lessee agrees to pay to Lessor intarest at the rate of 10% per annum upon any and all amounts whatscever due under this
lease to Lessor from the date payment of ach such amount 1¢ due and owing 1o Lessor or from the date of each breach by Lessee of
an ohligation 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 If Lessor shall bring suit to compe’ performance of, or to recover for breach of any covenant or condilion herein contained,
or tar declaratory relief, and prevails therein, Lessee agrees to pay to Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34. All payments to the Lessor shall be made-to it at One Market Plaza, San Francisco., California 34105, but Lessor may at any
time by notice to Lessee change the place of payment

35. Any demand, nolice or statement herein requesiad gr required lo bie given by gng party to the other shall be in wriling.
Delivery of such written notice or stalement 1o Lessar shall Ge conclusively taken as subiicient if and when deposited in the Umited
States Mail, with postage thereon fully prepaid, certified or registered. addressed to Lessor al One Market Plazz, San Francisco,
California 94105, and delivery of such notice or statement 1o the Lessee shall be conclusively taken as sufficient if and when
depasited in the United States Mail, with postage thereon fully prepaid. certified or registered. addressed 1o Lessee at 1000 Trinity

Building, 1801 Broadvay, Oenver, Colorado 80202 Any party hereto may. by wrillen nolice. change his of its address o which such
demands, notices ar statements may be sent

36. This instrument is a lease and is not and shall nol ever be held or interpreted 1o be a mining partnarship or partnershig of
any kind, or in any sense whatsoever: the/intention of the parties hereto being to estaplish and create hereby between themselves
only the relationship of Lessar and Lessee in accordance with the terms, provisions, canditions. covenants, reservations and
agreements herein set forth.

37. Itis agreed that in case Lessee shalt, except by Lessor. be lawfully deprived of the possession of said premises, ar any part
thereof, Lessea shall notify Lassor in writing setting forth in full the circumstances in relalion thereto, whereupan the Lessor may, at
its oplion, eithar reinstall 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 notice in writing to the Lessee to tha! effect and a! the same time paying. or
tendering with such notice, to the Lessee the sum of Cne Hundred Dollars {$100.00), plus the pro rata amount of any rental. thereto-
fore paid in advance by the Lesses under the provisions of paragraph 3 hereof and applicable to said premises. or such portion, for

the unexpired reniaf period. whereupon na claims for damages of whatsoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessar.

3. it Lessee 15 adjudicated a bankeupt, ar shall make an assignment for the benefit of creditors, or fite a volutary petition
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under any law (having lor ils purpose the adjudicalion of Lessee a bankrupt, or the exlension ol time ol payment, composilion,
adjustment, modilication, seltlement or satislaclion of the liabilities of Lesses}, or a receiver be appointed for the property of Lessee
by reason of the insolvency of Lessee, notwithstanding anything to the contrary elsewhere in the lease, Lessor shall have the
immediate right 1o terminate (his lease and 10 take exclusive possession of the leased premises. The acceplance of rent or other
payments for the use of the leased premises shali not constilule a waiver of L essors right to terminate Lhis lease as above set forih. If
there are two or more Lessees hereunder, or if Lessee is a parinership, then the right of Lessor 10 lerminate the entire lease shall be
exercisaole in case any one ol the Lessees or parlners is adjudged a bankrupt or becomes subject 10 or parlicipales in any other !
proceedings or procedure herein menltioned. {

39. W, al the expiralion of the lerm of this lease, any welis are being drilled by Lessee on the leased premises, or any exisling
vells are producing or capable of producing oil or gas in paying quantilies, but are not being produced for reasons authorized under
this lease, Lessee shall have the option of renewing this lease as long thereatler as such substances are produced or capable of
being produced to include drilling units as defined in paragraph 3 hereol, occupied by wells producing in paying quantities or wells
in process of being drilled on ihe same acreage specitied in paragraph 3 herecl, logether with the same rights provided for in
paragraph 12, on and subject 1o the same royallies, lerms, covenants and conditions as are herein specified; provided, writlen nolice
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 originatl term hereof.

40. This lease shall inure to the benefit of and be binding upon the respective heirs, administrators, execuloss, successors and
assigns of the parlies hereto, bul no assignment of this lease, or any sub-lease or agreement aliecling this lease, or the leased
premises, or any interest therein, shall be valid, unless made with the consent of Lessor in writing, and no change in ownership in the
fand or in the rentals or royallies shall be binding on Lessee unlil Lessee shall-hav 2 received writlen notice of such transfer or
assignment. All covenanls, agreements and slipulalions herein contained shall run with the property.

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

o 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 al any time during which this icase
i 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) Jays from the date of shul-in or the date on which the leased premises or a portion thereol
are unilized with ftands on which there is 2 shut-in gas well, and thereafter on or before the anniversary date of such payment dufing
the period such well or wells are shut-in. Upon said payment il shall be considered that such well or wells are producing gas in
commercial quanilites for all purposes hereunder.

IN WITNESS WHEREOF, the parlies hereto have caused these presenls 1o be executed as of the day and year first hereinabove
wriflen.
SUN EXPLORATION Sy
SOUTHERN PACGIFIC LAND COMPANY AND PRODUCTION COMPANY READING & BATES PETROLEUM CO.

By £f - q‘ » By:Ct!E_L/P mé"’faw—-— 8y: 4/65'//774%/.

Agent ang Atlomney- -n-Faer

Altest: is: { ids

CHARLES R MANGUM
R A BERGER

SeF et

adT e

STATE OF OKLAHOMA
COUNT\ OF TULSA

Tra ‘-ibrag.mng instrument was acknowledged before me on this 18th day of February, 1983,
b)- H,\. "o i,—HTLE (~as VICE PRESTUENT, LANDS of READING § BATES PETROLEUM CO.

SR

) \F—I‘L\ESS.h;- hana and official seal. ;é”M . ’74
: ,'-_ iAol f é Z,
5 ARSI Lynne E. Plumlee - Notary Public

1100 Mid-Continent Bldg., 409 5. Boston Ave,
Mﬂrc‘h"‘?HIQBS Tulsa, Oklahoma 74103 :

STATE OF Colorado . : A ‘ -
COUKTY OF Deavaer . : . ..

The foregoing fnetrunent wag acknovledged before me cn thu _17th day
of January s 1983, by CHARLES R. MANGTM,as AGENT AND A‘ITORHBY-IR-?ACT
of. sml nxrwm\nou AND PRODUCTION COHPANY.

_‘\ 05_

l T ¥ ‘l'N'ﬁS uy\‘hznd and offfcial seal. = - , Sl : _
oo duﬁy‘gom{g‘;ion etpiren Marchs 1585 R --

o . i W*é

M =Y rL\,
Notary Publice

.1-1/ Q..
L '°\

: (a
‘.‘

- : 1801 Broadway, Buite 1000
L- henver, Cnlersdo 20202



FF.H"Ei?F'L ] -:tcgg'g\?g}rss 1] and hie ___ acknowledged 1oime that such corporation ___excouted the same.
y
N 5otssn ﬁ - cp g
AT My cnr.,‘]snzn Erpires Dec, 13, 1955 IN WITNESE WHEREQFE. I hove hereumio ser my honid sud effixed my official seal oy
= T e AL ST T e e . - . . . =
iy office in the Cuy and County of Son Froncisco, the day and yeer in this ¢ crtificate first abure
above writicn,
Corporation e WQMJ
Notary Py8lic in and for 1he City and County of San I'fantitco, Siaie of Calilornia,

w229

;Attached'to and madeL"Qarq of that certaln aqreement

05886

;Subd1v151on

ALl , | 30N- :4'8 ‘
AL w . 5 30N nER
AL 7. 308 48E°

N

Mol i) =
*Reserved Mineral Irteresty

STATE OF CALIFORNIA !”
Ciry ond Couniy of San Francisco}

Onthis_20th dayof _December — in the year Qne Thousend Nine H{undred and Eighty _Two

before
me, JANETTE LEA CABRAL o Notary Public in ond for the City ond County of Son Frantisco, Sreie of California, personally appeared

(One Maket Plaza) R. A. Berger

Vice President and General Manager

krown jo mc to be the

D e
JRUETTE LEA CAIRAL
MOTASY PR IS.070 FORNIA

described in and that executed the within insument, and chio known’

1o mc jo be the person who executed it on behelf of the corporation therein named ~

& of the corporation___
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