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_ THIS LEASE, made in duplicate this FIRST day of ._DECEMBER . 19__RZ , by
and between SOUTHERN PACIFIC LAND COMPANY, a Calilornia corporation, hereinalter called “Lessor”. and SUN
EXPLORATION AND PRODUCTION COMPANY. As to an undivided 75% inleresl, and READING & BATES PETROLEUM CO. as
10" an undivided 25% interest, hereinafier collectively called “Lessee™

_ WITNESSETH:

1. That Lessdr._ in consideration of the cbservance and faithiul performance by Lessee of all the provisions contained herein,
does hereby lease fo Lesses ioé the term and purposes hereinatier set forth, all that cerlain property. somelimes hereinafter referred
o -

unties
. 1o as “leased premises”, in the Rmmntx of __ ELKO/FURFKA ., State of NEVADA , more particularly

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

Subject to easements, leases and restrictions affecling said property.

For the purposes ol this lease, Lesseg shall have the right {subject 1o the provisions hereof and to the extent of Lessor's
ownership thereof) to explore, drill far and to produce, extract, take and remove all oil and gas hereinafter referred lo as "substances’,
contained in said property, to slore said substances upon said property, 1o locale, erect, canstiuct. maintain, replace and operate
upon and in said property such facilities and structures {except refineries or opping gas plants} as may be necessary in the
production, treatment, storage or transportation of said substances from said property, and to epprapriale and use such water as
may be necessary lor the above operalions.

Reserving unlo Lessor, its successors and assigns, the right to construct, maintain and use ditches, flumes, roads, trails, trachs
and pipe. telegraph, telephane, signal, communication and power lines in, upon, over and across said property and the right to use
saig property for any.-and all cther purposes consistent with the rights herein leased to Lessee.

2. Tha term of this lease shall be for twenty-five (25) years, from and after the ETRST _ _ _ day of DECEMBER,
1€L._31.2_ . unless sconer terminated or forfeited, either In whole or in part. as harainafter provided.
3. Lesses agrees to pay to Lessor a cash rentat of $ 6,610.24  _ in advance on the date of delivery of this leasa for the

firat year. of tha term hereof, and annually thereafter, on or befora the first day of each successive year
of the tarm hereof a cash rental of $2.00 an acre per annum in advance, provided that rantal shall not accrue or be payable for;

{a}each “drilling 'ﬂﬁmffr] Timéﬁe ng producing oll or gas well on the date when rental is payabls,
1
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{bjeach 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 & producing gas well on sucn dale il no oil has been discovered in paying
quat}lilies on the leased premises or within offset dislance, as provided in paragraph 16, and Lessee has detlermined, as
provided in paragraph 15, that conditions are not such as 10 indicate a reasonable probability of the discovery of oil on the
leased premises, or

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

by the orders, rules or reguiations of a competent administrative authority, constiluted by law and not by voluntary
agreement, from producing said substances therefrom,

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

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

{1) a twenty acre subdivision, of less, if the average depth of the producing interval of wells drilled for oil shall not be more

than four thousand (4,000) feet
(22 lorty acre subdivision, or less, il the average depth of the producing interval of wells dritled {or cil shall be greater than
four thousand (4,000) ieel
Subject 1o the terms and provisions of Sections 14 and 26 ol this lease. a twenty (20) acre subdivision as used herein shzll be

either the North, South, East or Wes! 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 & one hundred sixty (160} acre subdivision as used herein shail be
a legal Governmenl one hundred sixty (160) acre subdivision, all according lo the United Stales survey.
: 4, Excepl as herein otherwise provided specifically including Seclion 19 of this lease, the Lessee shall commence drilling an oit
l or gas well on the leased premises on or belore five years from date hereol (referred to in Section 4 as “said date”), and shalt
continue 1he work ol driling such well with due diligence untit completion. After compietion of the first well, Lessee shall commence
drilling another well on said leased premises within one hundred twenty (120} days and shall continuously operale at least one string
of 1o0ls 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 well until one oil or gas well producing from each productive zone has been compieted to
each drilling unit; provided, however, that it any well compleied belore said date shayt prove 10 be a dry hole and there is then no
producing well on the teased premises, Lessee may commence drilling the next well at any time belore said date. Nothing herein :
shall limit the number of wells which Lestee may, at Lessee’s option, drill inexcess of the number herein specified, or the depth to !
which any well may be drilled it Lessea should eleci to drilt below the depth specified. If Lessee has nol cormmenced Jrilling of an oil f
ar gas well on the lsased premises on or belore five years from the dale herec!, the rights, duties and obligations of Lessor and
Lessee under this lease shall ipso facio terminate.

6. A well shall be deemed compieled when (a) formalions or mechanical difticulties are encountered which, in Lessee's
judgement, would render further drilling of said well unprofitable or unsuccessiul, and because of such fact active drilling operations
therein are discontinued, or (b) it has been drilled to basement rocks, and active drilhing operalions thereon are discontinued, or
{c) Lessee has ceased drilling operations thereon and it has been put on regular progduction and is producing oil or gas in quanilites
desmed by Lessee sufficient to pay to pump or otherwise secure and save.

6. Except as hereinafter provided. Lessee shall defiver to Lessor, as royaily, one-sixih [1/6th) ol the net oil, petroleum and other
hydrocarbon substances, produced and saved lrom said leased premises in each calendar month.

Said royalty shall be subject 1o deduction rom the gross product; the guaniity that may be consumed in the Lessees
operations hereunder, and afler making deductions for temperature al 60° Fahrenheil, bottom settlings and mosture according {0
the American Petroleum Inslitule methods.

7. Lessee agress 1o pay 10 Lessor as royalty one-sixih {1/6thy of \he value of natural gas producea and sold from the leased
premses, and one-sixth (1/6th} ol the vatue of residual dry gas sold after the processing oi the wet gas produced n wells on the
leased premises, bul nothing in this agreement shall require the Lessee 1o save or market natural gas or residual dey gas unless there
shall be a surplus above luel requirements, and a market at the well therelor. Such value shall be determined by deducling lrom the
gross proceeds of sales of natural gas and residual dry gas the cosl of compressing and delvering the same 10 the pipe fine of the
purchaser on the leased premises. Lessee shali not be regquired 10 say royalty for any natural gas of fesicual dry gas used in Lesses’s
operations on the leased premises. Lessee shall not use any natural gas of residual dry gas off the iezsed premises unless and until
the Lessor and Ihe Lessee shall lirst agree upon the gnce 10 be paid 10 the Lessor for ils ome-sixth (1/6ih) share of such gas.

8. {a) i the wel gas produced from said premises s precessed for the purpose of manufacturing ratural gascline and/or gther
petroleum products then Lessee shall pay 10 Lessor one-sixih (1/6th) of the total value of all naturai gasoling and/or olher petroleum
products recovered and saved from said gas, less the cost of producing and selling the same. which cost shall inclucde the expense of
operating and maintaimng the plant and factities used n the gathenng and processing of said wet gas and the slorage and shipping
of said gasoline and/or other petroleum products. 10 na. event, however, shall the 1otal of said cost of producing and selling excesd
fitty (50) percent of he 1olat value of all naiural gasoline and/of other pelroleum products recovered and saved lrom said wet gas
computed in the manner hereinafier sel forth. In computing the value of said gasoline and/or olher petroleum products the gasoline
and/or other petroleum products shall, if s0ld by Lessee to third parlies, be valued al 1he respective nel ex-1ax prices received by
t essee irom the sale thereof at the plant or plants where produced. If said gasoline and/or other petroleurn products are retained by
Lessee tor Lessee's own use, such products shall be valued al the respeclive ex-1ax prices posled or esiablished for natural gasotine
of hke Reid vapor pressure and/or for olher petrgleum products of the same qualty produced in the same field during the same
calendar month.

{b) If any wel gas produced rom said premises 15 soid by Lessee lor the purpose of manulacluring natural gasoline and/or
other petroleum products on a basis whereby a foyally therein 1 reserved lo Lessee, payable in money, then the Lessee shaft pay 10
\he Lessor one-sixih (1/6th) of ihe lotal amount of the royalty so reserved to Lessee, pronded. however, thal the amount of royalty to
be paid to Lessor hereunder shall be nol tess than one-sixth (1/6th) ol lifty {50) percent of the tolal value of such products so
manufactured.

(c} In the evenl wel gas produced trom said prerwses s sold for the purpose of manulacturing natural gasoline and/or other
petroleum products on a basis whereby a quanhty of the natural gasobne and/or olher petroleum products recovered therefiom is
reserved 10 the Lessee as royalty payable in kind, then Lessee shal! pay 1o the Lessor one-sixth (1/61n) of the total value of said
natyral gasoline and/or other pelroleum products s0 reserved to Lessee, provided. however, that the to1al amount 10 te paid 1o
Lessor hereunder shall be not less than one-sixth {1/6th) of hity {50) percent of the total value of such products so recovered.

{d) The value of the natural gaschne and/or other pelicleumn products manulactured and recovered under paragraphs {b)
and (c) above shatl be eslablished n the same manner as oulhned i paragraph {a) above.

9. Unless Lessor shall elect 1o receive its royalty on in kxind, the Lessee will purchase the royalty oil from the Lessor {a) at the
highest posied available market pnce of the od al the well. of in the beld in which the wells are siluated (eftective at the time of
removal from lease tanks) of all such oil so produced and saved by the Lessee from said wells andg removed therelrom during the
preceding calendar month, or {b} in the absence of a posted market price for such oil. Ihe prevailing market price al the well or in '
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the field (effactive at the lime of removal from lease tanks) of such oll, or {¢} in the absence of a prevailing market price the aclual
price received by iLessee for such oil as said wells, or {d} in the absence of sales by the Lessee al the wells lhe reasonable value of
such oll; provided, however, that if the Lessee disposes of such oil at a price, including bonus, in excess of the posled or prevailing
market price, tha price to be paid for such royalty oil by the Lessee shall be the same price, including bonus, received by Lessee,

10. At Lessor's option, exercised nol oftener than oncea in any one (1) calendar year, and upon sixty (60) days' previous writien
notice, 1he Lessee will deliver the kind, free of cos! to Lessor, the said royalty oil. Should Lessor require that royalty oil be delivered in
kind, Lesses, Il requested by Lessor, will, without cost to Lessor, provide storage tanks on the leased premises sulficient 10 hold an
accumulation of not to exceed thify (30) days’ production of royalty oil and will place said royalty oil in storage for the Lessor in said
fanks as and when it is produced. Lessee shall be in no manner responsible or held liable tor loss or destruction of such stored oil
belonging to Lessor from causes over which Lesseg has no control. Lessor agrees to remove the royalty oil so stored from said tanks
as often as may be necessary to keep sufficient space available in said tanks for current accumulations of royalty cll, No royalty shall
be due the Lessor {or or on account of oil lost through evaporation, leakage or otherwise prior 1o the removal of same or delivery to
Lessor, if royally oil shall be delivered in kind. If Lessee purchases the royally oil, the Lessea may deduct therefrom a proportionate
pant of the aclual reasonable cost of treating unmerchantable oil produced from the leased premises 10 render the same inerchant-
able only in the event, however, thal such oil is trealed by the Lessee on or in the immediate vicinity of the leased premises. If the
Lessor shall elect to receive royalty oil in kingd, such royalty oil shall be of the same quality as that removed from said leased premises
for the Lessea's own accounl, and if Lessee's own oil shall be tieated before removed, Lessor's oil will be treated therewilh before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proporlionate part of such reasenable ¢ost of treatment.

11. All royallies payable and the price for all such substances which shall be sold to the Lessee hereunder, under the lerrs
hereof, shall be paid by Lessee 10 Lessor on of before the twentieth day of the calendar month-next succeeding that in which delivery
of such substances shall have been made 1o the Lessee under such sale, and all royalty paid in kind shall be delivered 1o the Lessor
from time to time as the same is obtained on said premises and siored and handied as herein provided.

12 The rental and royallies hereinbefore provided tor shall be in lien upon any and all of said subslances removed from or
stored upon the Jeased premises, and upon any improvemenis and personal property of the Lessee upon said leased premises.

13. Subject to the terms and provisions of Section 42 ol this lease, each producing well, as scon as completed by the Lessee,
shall be placed upon production and shall thereafter be operaied by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lesses, from time to time as necessary, shall clean out the wells and do any and ali other work required to
keep them in condition for production and the exiraction of oil and gas thetefrom to best advaniage. Excepl as herein otherwise
provided, the Lessee will keep each well drilled on the propernties covered by this lease producing 10 capdcity consistent with good
operaling practice.

14. This Lease shall be subject 10 all laws, statutes: rules and regulations herelofore or hereafler enacled or promulgated 10
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 ino with other operators in ihe field in which the leased premises are situaled, for a like purpose: and if compliance by the
Lessea with such laws, stalutes, rules or regulations or with any such agreement shall hinder. delay or interfere with the carrying out
of any provisions of this lease, Lessee shall not be considered in defaull or be liable 10 Lessor for any damage or injury suliered or
sustained on accoum thereol, nor shall Lessee’s rights be subject to forfeiture by reason thereof, notwithstanding any provisions of
this lease; provided, that such agresments aflecting the leased premises shall not be for periods greater than one {1) year without the
Lessor's written consent, and provided, turther, that no such agreement shall authonze Lessee 1o discriminale against said leased
premises in lavor of any olher propertias owned, leased or operated by the Lessee in the same lield. nor excuse such discrimination
either in the dnlling or producing obligations of ihe Lessee hereunder. Lessee will lurnish Lessor with copies ol any written
agreement for the voluntary cunailment of said production, and il there are no such agreements, Lessee shall furnish Lessor with
copies of orders of the Qil Umpire, or any other authority having the power 10 make orders for voluntary curlailment. The Lessee
shall not be considared in delaull because of any acts done pursuant 10 or in reliance of any law or statule, rule or reguiation, here-
atter declared unconstilutional or void prior to a determination. of such uncenslitulionality or invalidity by a coun of last resort.

15. 1f gas is discavered in any welt in paying quantities and Lessee shalf determine thal conditions are not such as 10.indicate a
reasonable probability of the discovery of ail on the leased prenmuses, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling abligations shalt be reduced so that the Lessee shall be required to drilt not more than
ane well to each ane hundred sixty (160) acres, or mzjor fraction thereof. For the purpose of this lease, & gas well shall be any well
producing gas only or producing at a gas-oil r2tic 10 excess of len thousand (10.000) cubic feet per barrel, and an oil well shall be
any well praducing at a gas-oil ratio of ten thousand {19.000] cubrc el per barrel or less: proviced. however, that any well. the liquid
production from which is 3 result of retrograde condensation, shail be considered a gas well regardless of the gas-oil ratio. If, at any
later period, oil shall be discovered in paying quanti:ies on the leased premises or in the event that oil is discovered in paying
quantities in any well within offset distanice. as provided in paragraph 16_of the boundary lines of the leased preruses, then this lease
shall révive as an ail iease, and all of the conditions herein st:pulatled as lo driliing for oil shall become efective commencing with
such discovery of oil. Provided, however, the foregaing terms and prowvision of this Section 15 shall be subject to (i) the applicable
rules and regulations of the requlatory authonty having junsciction of the slate in which the leased premises are located, and (i)
Section 3, 14 and 26 of this iease.

16. Subject to the terms and provisions of Section 14 and 26 of this lease, in the event an il well is drilled on adjuning pro-
perty which is not unitized wilh Lessor lands and completed i a zone the average deplh of which is less than four thousand (4,000}
feet and wilhin 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 (650) feet. ar in the event that 2 gas well is completed on adjoining property which is not
unitized with Lessor 1ands within thineen hundred twenty (1,220) feet of the exterior limits of any property at the time embraced in
this lease in each instance and ol ar gas is produced therefrom in paying quandites for a period of thirty (30) days. and the dniling
requirements under this tease are not fulty camplied with.and the owner of such well shall operale the same and market the oi or gas
therefrom, then, uniless there is a well then being drilled or on production on the leased premises within the applicable offset distance
[rom the common boundary line, the Lessee agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafter in the leased premises, and complete if at approximately the same distance from the common boundary line as said
well on the adjoining property is'completed, and proceed diligently and continugusly to drill and complete said offset well to the zcne
from which such well on the adjoining property is producing; provided. however, that in the event Lessee is drilling an ail or gas well
Gpon the leased premises at he lime of discovery of oil or gas on the adjoiming property. the time for commencing the driling of an
otiset well shall be extended until ninety (90) days afier the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided. however, that in na event shall said time be extended beyond six (6) months after the completion of
the well on the adjoining property. For the purpose of satisfying drilling obligations hereunder, offset wells shall be considered as
other wells required to be drilled hereunder; provided. always thal Lessee agrees 1o space oil or gas wells on the leased premises
according to the same spacing of oil or gas wells on the adjoining property in order properly and effectively to ofiset production {from
wells on such adjoining property and prevent drainage from the leased premises.

17. Oriliing and producing operations hereunder may be suspended while ithe pnce offered generally to producers in lhe same
tield for oil of a gravity of 14° Amernican Pelroleum Institute Scate. or of any higher gravily. at 60° Fahrenheit shall fall below One

Daliar ($1.00) per barral at tha wells: provided. however, that drilling or production from offset wells shall not be suspended on the

lgased premises uniess the gtbsﬁﬂrlq IWTISPEE‘E!ﬁf%ming premises alsg discontinue producing.
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8. Any obligations, covenants or condilions imposed upon the Lessee shall be suspended only while Lessee’s compliance is
prevenied by the elemenis, declared or undeclared war, fire, accidents, strikes, lpckouts, nots, delays in transporiation, inabilily 1o
securg materials, labor, drilling equipment or transportation in the open market, or interference by Governmental action, or any other
cause beyond the reasonable control of the Lessee, whether similar or dissimilar 1o the causes specifically menlioned. I such
suspension occurs, the payment of any delay rental during such suspension shall be excused and the lease lerm shall be extended
for a pericd of time equal to the period of such suspension and any such extention of the lease term. Lesseg may resume the
payment of tender of rentals in accordance with Paragraph 3 hereof afier the period of suspension the proporionate par of the
renfal for the rental year remaining afler such peried o! suspension. Lessee’s obligation to pay royally on il and gas production
produced, saved and marketed shafl never be suspended under this paragraph. Whenever Lessee would otherwise be required to
sunender 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 performance is suspended under this paragraph or other provision of this lease, Lessee shall not be
required to sutrender any porlion of the leased premises.

if the permission or approval of any governmental agency is necessary before drilling or other operalions can be lawfully
commenced on the feased premises, then if such parmission or approval has been applied for at least thinty {30) days prior 1o the
date upon which such operations must be commenced under the lerms hereof, the obligation to commence such operations shall be
suspanded untit thirty (30) days after the governmental permil is granted or approval given. If such permil or approval is denied
initially or at any time during the approvat or permitting process or is revoked after issuance, thenp so Iong as Lessee in good faith
appeals {from such denal or revocalion or conducts further proceedings in an attemp! to secure such permit or approval, the
obligation 1o commence such operalions shall be suspended until thiry {30} days after such governmental permit is granted or
approval given.

18. The Lessee may, at Lessee's option, at any time surrender and quitclaim this lease as to all of the leased premises or as to
any one or more twenty (20) acre subdivisions thereof as herein defined, and shall be released from all obligations thereafter arising
wilh respect to the premises surrendered and quitclaimed. and in the case of a parial surrender and quitclaim ali of the rental and
drilling obligations shali be reduced pro rata. Al any lime after the completion of the first well, or any subsequent well on the leased
premises, Lessee may cease further drilling and il the full number of wells shall not have been drilled Lessee shall thereupor surren-
der, and this lease shall thereupon terminate as 10 all of the leased premises, excepl drilling unils occupied by producing oil or gas
wells, each of which drilling units the Lesse may hold subject 10 the lerms of this lease until abandoned or until the end of the term
thereof, and the extended ierm, if renewed as hereinafter provided. Each of said drilling unils shall, in each instance, conform to
subdivisions as defined in paragraph 3 hereol. Lessee shall have the right to do such things as may be necessary to keep such
drilling wnits in the highest productive slate, including the righl 1¢ ream, clean out, deepen, re-work, re-grill, ang to drill new wells
thereon to other 2ones in order to maintain or increase production, or 10 restore proguction if it shall cease from any cause.

20. Upon the viclalion by Lessee of any of the terms, Covenanis or conditions of this lease, and failure 10 remedy the default
within thirty [30) days after receipt of wiitlen notice Irom Lessor so 10 do, then at the option of the Lessor this lease shall forthwith
cease and terminale, and all rights of the Lessee in and 10 said property shall be al an end as 1o all said properties, excepl ihat the
Lessee shall have the right 1o retain and hold under this tease the area surrounding each well producing or being drilled, with respect
to which il is no! in defauit 10 the same exlenl and with 1he same rights as provided in paragraph 19 hereof in the event of a surrender
by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shalt not be a waiver of any other or
subsequent breach hereol, nor of any other covenant or condition hereof.

21. Upon surrender by the Lessee of said leased premises in whole or in part or upon the termination of the Lessee’s rights and
interests in and 1o the leased pr:amises, or any part thereof, in any manner herein provided, 1the Lesses will quietly and peaceably
sufrender possession thereof .5 the Lessor and agrees 10 release o the Lessor. ils successors or assigns, all right, title and interest of
the Lessee in the leased premises, or 1he porion thereof in which the Lessee’s rights have texminaled as herein provided. In the event
of a partial release of the property so released shall be subjecl 10 the easements and rights of way herein provided for and appurten-
ant 10 any part of the leased premises relained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location
of such easements and rights of way. H there are any nghts, interests, claims. liens or encumbrances conveyed, created, done, made
ar suifered by the Lessee, or anyone clawning under Lessee at the ime of the release. Lessee shall take such aclions, steps and
proceedings as may be necessary to terminale and extinguish any such rnights, interest, liens and encumbrances, failing in which,
Lessor may do so at the sole expense of the Lessee, which expense plus reasonable attorney's fees, Lessee agrees 10 pay to Lessor
on demand. Upon request by Lessar, Lessee shall advise Lessar in writing that 1o the best of Lessee’s infjormation. knowledge ano
belief no such rights, interests, claims, liens or encumbrances affect the lease premises released by Lessee.

22 Derricks. buildings and other structures, :mprovements, equigment, 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 default shall at such time exist in
respect of any payments or rentals or in respect of any covenants. agreements or conditions to be kept or performed by lhe Lessee,
the Lessee shall have Lthe cight during the ferm hereot, ar ai any ume within sixty {60} days after the date of termination of this lease
to remove from the leased premises all such personal property, excepl casing in water welts purchased by Lessor; proviged, further,
that the Lessee may extend the time waltun which such personal property may be removed for & penod not exceeding six (6)
months from such date af tercmnation by paying 1o the Lessor monthly in advance a rental of Ten Doltars [S10.00) an acre a month
for each twenty (20} acre subdivision upon which any such perscnal property remains. Any such personal property nol removed
from said premises within said six (6) months' peried shall become the property of Lessor.

23. The Lessee agrees i0 keep full records of the operations upon and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the Lessee! lo nolify Lessor promptly of
discavery of any of said substances in the leased premuses and 10 furnish 10 the Lessor on or belore the twentieth oay of each month
a true statement, in triplicate, of all production. defivenes and deductions in a form salisfaciory 10 the Lessor. All records of the
aperations and productions and sales of said substances from said leased pramises shall, at afl reasgnable imes. be open o the
inspection of Lessor's agents and representatrves.

24. Lessee will keep an accurate log and casing recaord showing the progress of drilling, character of forrations encountered
or drilled through, and casing in each well in'which drilling shall have been done on the leased premuses, and furmish Lessor a copy
thereol upon the complenan of or the abandonment of each w.ell. and a true copy of all sudace and subsurface surveys made of each
well_drilled under this lease. Lessee will turnish all reasonable tacilities for making such observations, measurements and ecords 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 lhe wells and works and 1o all property in and upon said leased premises.

25. Lessee agrees 1o conduc! Lessee’'s operations so as to interfere as little as is consistent with the ecanomical and ordinary
use of the premises for the purposes herein reserved by the Lessor; to lay and maintain all pipe lines nol less than thirty-six inches
{36") below the surface of the ground; to fence all sump holes and excavations to saleguard livestock grazing on said land; to
provide substantial gates at points where fences are cul by the Lessee: and to use reasonable care and diligence to prevent the
overllow of oil or water whnvch may be detrimental to vegetation on thase partions of lhe leased premises which are suitable for
grazing, agricullural or horticultural purposes.

26. Lessee shall carry on Lessee's operations hereunder in a careful and workmaniike manner. Lessee shall comply with any
and all applicahle vaiid statutes. ordinances and governmental orders and regulations pertaning 10 the exercise of righls leased here-
undar and shall furnish such evidence of Lessee’'s compliance therewith as may be réquired by Lessor. Lessee shall furnish evidence
satisfactory to Lessor that abandoned wells have been prrperly abandoned in compliance with applicable statutes, ordinarces and
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27. Upon terminalion of 1his lease in any manner, or if any well is abandoned the Lessee agrees 10 relevel the surlace of the
propernty invoived, and 10 fill all abandoned sump holes and excavations mads by Lesseg; 10 remove all darricks, tanks and lank
supports, and il there are any pipe lines running from any abandoned well, or any other place on the property, the same shall be
removed il the Lessor desires, and ditiches opened up by removal of 1he pipe ling and the ground made 10 conform 10 the natural
confour. Lesses will also remove all cement blocks or foundations which may have been placed on the leased premises, and any and

all other supponis placed by Lessee or permitted by Lessee 1o be placecd on said leased premises and which, in any manner, interfere
with the use thereof,

28. Lesses agrees to release and 10 indemnify and save harmiess Lessor, the surface owner of said property, the heirs,
personal representatives, successors and assigns of the surface owner, and any corporation affiliated with, owned or controlled by
Southem Pacific Company, a corporation, from and against any and all claims, causes of action, liability, costs and expenses arising
out of injuries to, or deaths of, all persons whomsoever, and loss of, or damage 10, all property whatsoever, directly or indirectly
resuiting from or caused by the occupancy of, or operations ol Lessee on, the leased premises or property adjacent thereto, or the
existence of oil wells, gas wells, derricks, pipe lines or tanks or appurienances thereof, used by the Lessae on said leased premises or
property adjacent thereto, including, without limiting the generality of the foregoing, the breakage of pipe lines, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therefrom.

29. Lessee agrees 10 pay before delinquency all 1axes and assessments which have been or shall be levied and assessed on the
mineral rights in the leased premises, and on the buildings, struciures, equipment and other personal property or improvements
placed, maintained or used by Lessee on 1he leased premises, and on the mineral substances slored thereon and not belonging 10
Lessor. Lessee may deduc! up to one-sixth [1/61h} of the taxes and assessments on mineral rights in the leased prernises in each
{iscal year, paid by Lessee, from the royalties due and payable to Lessor for production during each successive twelve months'
period subsequent to the day and month in such fiscal year on which the first installment of such taxes and assessments become
delinquent. The abova 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 ol delinquency of the first
instaliment in such fiscal year. Lessea agrees to pay 1o Lessor annually, within fiflteen-days after demand, an amount equal 1o five-
sixihs of the real property taxes and assessmenls paid by Southern Pacific Land Company on the land overying or occupied by the
leased premises (except on buildings, structures and other improvements thereon not owned, maintained or used by Lesseg) for the
fiscal year beginning July 1, 19._82 _ prorated from __ DECEMBER 1, 1982 1o June 30, 19.83 " and for each fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severance {ax compuled or based upen production
of oil, gas or other mingral substances which may be imposed by the Federal Government, the State of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee {or the same proportion of said 1axes as Lessor's shares of the taxes on lhe
mineral rights.

30. Either party may pay the entire amount of any delinquent laxes or assessments which shall consiitute a lien on said leased
premises and which should have been paid before delinquency by the cther party as herein provided, and penalties and interest
thereon, and shall be entitled 10 reimbursement from the other party of the part of the taxes and assessments herein agreed 1o be
paid by such other parly, and of ihe entire amount of the penalties and interesl. Penallies and interest on delinquent taxes and
interest on paymenis made pursuant 1o this paragraph shait not be apportioned with the principal amount of taxes and assessments

in making such annual adjustments, but shall be borne enlirely by the party obligaled 1o pay the tax or assessment belore
delinquency.

31. Lessee shall not commence drilling into or through the leased premises or consirucl, alter or repair struclures or
improvements of any characier, excepl emergency repais, upon said property until after writlen nolice thereof is given to Lessor.
Lessor may posl and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees 10 pay in {ulk
all persons who perform labor or services on, Jurnish materials joined or affixed 10. or provide equipment for, said property, or the
construclion, re-construction, repair or placement of any structure improvement on said property, al Lessee's instance oF requee?
Lessee shall not permit or sutfer liens of any kind or nalure to be enforced against said property for such labaor, services, malerials or
equipment. Lessor shall have the right o pay any amount required 1o release any such lien or liens, or to defend any action brought
therean, and to pay any judgment entered therexn and the Lessee shall be liable to the Lessor for all costs. damages and reasonable

antorney’s fees, and any amounts expended in delending any proceedings, or in the payment of any of said liens or any judgement
abtained therefor.

32 Lessee agrees 10 pay to Lessor interest at the rate of 10% per annum upon any and all amounts whalsoever due under this
tease to Lessor from the date payment of each such amgunt s ¢ue and cwing lo Lessor or from the date of each breach by Lessee of
an obligation hereunder, as the case may be. to the oate of recepl by Lessor of each payment of said amounts, unless such payment

is 1endered or paid to Lessor within 30 days afier the dzte a payment s due and owing hereunder to Lessor or the date of such
breach, as the case may be.

33. If Lessor shalil bring suit to compet periormance of, ar to recover for breach of any covenant or condition herein conltained,

or for declaratory relief, and prevails therein, Lassee agrees 10 pay 1o Lessor reasonable attorney fees in addition to the amount of
judgment and costs.

34. All payments to the Lessor shali be made 1o 1t at One Market Plaza. San Francisco, California 84105, but Lessor may at any
time by notice to Lessee change the place of payment,

a5 Any demand, notice or slatement herein requested or required 1o be given by one party lo the other shall be in writing.
Delivery of such wnften notice or siatement to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepawd, cerified or reqistered, addressed to Lessor at One Market Plaza, San Francisca,
California 94105, and delivery of such notice or staiement to the Lessee shall be conclusively iaken as sufficient it and when
deposited in the United States Mail. with postage thereon [ully prepaid. certified or regisiered, addressed o Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado B0202. Any party hereto may, by written notice. change his or its address to which such
demands, notices or statements may be sent.

44 This instrement is 2 fease and is not and snall not ever be held or interpreted to be a mining parnership or partnership of
any kind, or in any sense whatsoever; 1he intention of the parnies hereto being 1o establish and create hereby between themselves
only the relationship of Lessor and Lessee n accordance with the lerms, provisions, condilians, covenants, reservations and
agreements herein sel forth.

37. 1t is agreed that in case Lessee shall. except by Lessor, be lawiully deprived of the possession of said premises, or any part
thereof, Lessee shall notify Lessor in writing setting forth in tull the crcumstances in relation thereto, whereupon the Lessor may, at
its option, either-reinstall Lessee n possession of the leased premises or terminate this lease as to the premises ar the part thereof,
the possession of which Lessee is so deprived, by giving notice in writing to the Lessee 10 that effect and at the same lime paying, or
1endering with such notice, to the Lessee the sum of One Hundred Dollars ($100.00), ptus the pro rata amount of any rental, thereto-
fare paid In advance by the Lessee under the provisions of paragraph 3 hereof and applicable to said premises, or such pertion, for
tha unexpired rental period, whereupon ne claims for damages of whaisoever kind or character incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

38. It Lessee is adjudicaled a bankrupt. or shall make an assignment for the benelit of creditors, or file a voluntary petition
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under any law (having tor iis purpose the adjucication of Lesses a bankrupt, or the exiension of time of paymenl, composilion,
adjustment, modification, setilement or salistaction of the liabilities of Lessee), or a receiver be appoinied for the property of Lessee
by reason of the insclvency of Lessee, nolwilhstanding anylhing to the contrary eisewhera in the lease, Lessor shall have the
immediate right to lerminate 1his lease and to 1ake exclusive possession of the leased premises. The acceplaner of rent or olher
payments for the use of ihe leased premises shall nol constitule a waiver of Lessor’s right 1o terminate this lesse as abova sel forth. If
thera are two or more Lessees hereunder, or if Lessee is a parinership, then the right of Lessor 10 terminate the entire lease shall be
exercisable in case any one ol the Lessees or pariners is adjudged a bankrupt or becomes subject to or parlicipates in any other
proceedings or procedure herein mentioned.

29. I, at the expiration of the term of this lease, any wells are being drilled by Lessee on the leased premises, or any existing
wells are producing or capable of preducing oil or gas in paying quaniities, but are not being produced for reasons authorized under
this lease, Lessea shall have the option of renewing this lease as long thereafier as such substances are produced or capable of
being produced o include drilling units as defined in paragraph 3 hereol, occupied by wells producing in paying guantities or wells
in process of being drilled on the same acreage spacified in paragraph 3 hereof, logether wilh the same rights provided for in
pasagraph 19, on and subject 1o the same royallies, terms, covenants and conditions as are herein specified; provided, written nolice
from Lessee of such renewal shall be received by Lessor nol more than six (5) months nor less than thirly {30) days prior 1o the
expiration of the original term hereof.

40. This lease shall inure 1o the bunefit of and be binding upun the respeclive heirs, administralors, execulors, SUCCessors and
assigns of the parties hereto, bul no assignment of 1his lease, or any sub-lease or agreement aflecting this lease, or the leased
premises, of any interest therein, shall be valid, unless made with the consen of Lessor in writing, and no change in ownership in the
land or in the rentals or royallies shall be binding on Lessee uniil Lessee shall have received writtan notica of such iransfer or
assignment. All covenanis, agreements and slipulations herein contained shall run with the property.

41. If there be more than one Lessee named herein the lerm "Lessee” shall designate the plural number, and the obligations of
the Lessee hereunder shall be joint and several,

42. Time is of the essence of this lease.

43. Where there is a gas well or wells on the leased premises of acreage unitized 1herewith at any lime during which this lease
is in effect, and such well or wells are shut-in, Lessee shall pay as royalty 1o Lessor the sum ol $1.280. per well per year. Said
payment is due on or before ninety (90) days lrom the date of shut-in or the date on which the leased premises or a portion thereo!
are unilized wilh lands on which there is a shul-in gas we'l, and therealter on or before the anniversary date of such paymem during
the period such well or wells are shul-in. Upon said payment il shall be considered that such well or wells are producing gas in
commercial quanitites for all purposes hereunder.

IN WATNESS WHEREOF, the parties hereto have caused these presents to be execuled as of the day and year first hereinabove

written.
SUN EXPLORATION

SOUTHERN PACIFIC LAND COMPANY AND PRODUCTION COMPANY

READING & egjr}ss £ 'hPLEUM co.
o D s vy, Citles P Moo 5, Py
Goi FCER

Agent and Attorney-m-Fdet v oL

R C. Little, Yicé Presidant 13083

Altest: L AEGAS CHARLES R MANGUM Its:

R A BERGER ] ’
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Stzphen R Iﬂ':?(.aa',‘s
o k
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STATE OF OKLAHOMA )
COUNTY OF TULSA ) &

-;{'E‘hg :-_f;:ui"e'going instrument was acknowle
by R. C'.~L'}'.'ll’_I'.L.E-,._ as VICE PRESIDENT, 1AXWDS, of READING & BATES PETROLEUM CO.

Toe Af‘,a.*\a

Lo NI,
:‘ ZJQSIENESQ my,band and official seal.
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. ?‘FF 1KED)

Lori F. England - Nota?‘ Public
1100 Mid-Continent Building
409 South Boston Avenue

Tulsa, Oklahom= 74103

Ry; Commission ‘txp ires;
January.l4; 1985

STATE OF Colorado . = - . . - . .. _--
COUNTY OF Denver : SR

The foregoing fnstrument was acknowledged before me on. this 17th day

of edbar 1983, by CHARLES R. MANGUM TRET=IE.
,  of BUN EXPLORATION AND FRODUCTION COMPANY. +28 AGENT AND ATTORNEY-IH-FACT

\\\)‘Vlm%sw hand and offficfal seal,

. (‘_\ Fan ] "-}’O‘ _ . o . . ' .
J‘lﬁfc@iﬁgion expirest March 3, 1985 - . -
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dged before me on this 18th day of February, 1983,
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EXHIBIT "A"

Attadhed to and made a part of that certain agréemehtl.

No. - 08905 dated December 1 , 1982 between

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPAENY and READING & BATES PETROLEUM CO.

MDM
Subdivision Sec. Twp. Rge. Acres
% TLots 1, 2, 3, & 4 and
S4 of N 1 28N 52E 309.60
* Lots 1 & 2 &
g% of NF% : 3 28% 52E 160.44
* NEY S 28N 52 160.00
*  WEY% 7 28N S52E 160.00
NEX 9 28N 52E 160.00
* NEk 11 28N 52E 162,24
* W 23 29N 52E 320.00
4 * A1 27 298  52E 652.84
o * NEY 29 298 S52E 160.00
S - * Nk 3 298 52E 160.00
o NEX 33 29N 52E 160,00
g * . All 35 29N 52E 640.00
TOTAL 3,205.12
STATE OF CALIFORNIA % Iy,
City and County of Son Froncisco } 7
O this 20th dayof D€ _December in the year One Thousond Nine Hundred and Eighiy Two
before me, JAMES W. WATT, o Noiwary Public in and for the City gnd County of Susa Froncisco, Stete of Colifornia, personolly opprared
(Unr Martes Phazs) R. A. Berger . _ _
Vice President and General Manager
§ personglly known 1o me for proved (o me on the bosis of sotisfectory evidence) o be the person who
JAMES W. WATT tt‘ executed the within insteument as president for secrétory) or on bebalf of the Corporation therein
- _S NDTARY PUBLIC - CALIFORNIA 5 nemed and aclnowledged 1o me that the Corporation execuled it
PthclPu Pmcr. 05»5‘}5{;“55 N Q
N TRNGISCO 23 s
M o e e IN WITNESS WHEREOF, | have hereunio set my hand ond offixed my official seal af my
effice in the City and County of Son Froncisco, the day end year in this certificate first cbove
' wrilien.
Corzoration ... 4
~ . Norary Public in Q r the Cily and County of Sap Francisco, Siaie of California.
i My Commission Eapires June 24, 1583
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