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- ORICINAL PAPERS .
on_ AND GAS LEASE

DECEMBER

" (App:md as 10 1o¢rn hy Genem Counsel Januuy 7, 1976}
(As Arr'mded July 1. 1981 4 October 29, 1581y .

day at

do% heraby !ea.se to Lessee fordoe terT a
NEVA'DA

nd purposes hereinai'er set forth, all thal certain: propeny. sometlma hereinafte'r

o as “feased prem:ses" in the D&um'pnl ELKO/FURERA - Stale of .
:‘descnbed on Exh:bxt "A' attached hereto and made a part herec!
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Subject lo easemenis, leases and restrictions affecting said property.

may-be necessary or the above opetalions.

seid-property for-any and all other purposes consistent with the rights hercin leased to Lesses,

:_ ‘ first year.

(a)each “drilling unit" u

03/7

For the purposes of this lease, Lessee shall have the right {subject to the provisions hereof and to tha extent of Lessor's
ownership thereof) to explore, drill for and 1o produce, extraci, take and remove all oil and gas hereinafter referred 1o as ‘subsfances’,
contained in said property, to store said substances upon sald property, 10 locale, erecl, consiruct, maintain, replace and operate
upon angd in said property such fecilities and structvres (except refineries or topping gas planis) as may be necessary In the
production, {reatment, slorage or transporiation of said substances-from said properly, and io appropriale and use such water as

Reserving unto Lessor, its successors and assigns, the right 1o construct, maintain and use ditches, flumes, reads, {rails, tracks
and pipe, telegraph. lelephone, signal, communicalion and power lines in, upon, over and acyoss said propaity and the right 1o use

2. The term of this lease shall be for twenty-five (25) years, from and aler the _EIRS day of DECEMRER ,
1982 | unless sooner terminated or forleited, either in whole or in part, as herelnafier provided.

3. Lessee agrees to pay o Lessor a cash rental of §_6,287.02 in advance on the date of delivery of this lease for the

of the term hereol, and annually thereafter, on or belore the firs! day of each successive year
of the term hereo! & cash rental of $2.00 an acre per ennum in advance, provided that rental shall not accrue or be payable for:

Ildi lr ﬁﬁbzrgucing ol or gas well on the data when renial Is payabls, _
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{besch 640 acre subdivision within the boundaries of the feased premises on which drilling is in progress on the dale when
rental is payable, or

{c)each 640 acre subdivision upon which thera is a producing gas well on such dale il no oll has been discovered In paying
. quanlities on the leased premises or within offsel dislance, as provided in paragraph 16, and Lessee has delermined, as
provided in paragraph 15, thal conditions are not such as to indicate a reasonable probability of the discovery of oil on the
leased premises, or

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

by the orders, rules or regulations of a compelenl administralive authority, constiluted by law and not by volunlary
agreement, from producing said subslances therefrom.

Unless otherwise designaled in an official drilling and spacing order of a regulalory aulhorily having jurisdiction of the stale

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

"{1) a twenly acre subdivision, or less, i the average depih of the producing inlerval of wells drilled for oil shall nol be more
than four thousand {4,000} feet;

{2)a forty acre subdivision, or less, if the average depih ol the producing interval of wells drilied for ol shall be greater than
four thousand {4,000} feet

Subject Lo the lermys and provisions of Seclions 14 and 26 of this lease, a twenly (20) acre subdivision as used herein shall be
either the North, Soith, East or West half of a legal Governmenl forty (40) acre subdivision, a forly (40) acre subdivision as usad
herein shall be a legal Government forty {40} acre subdivision, and a one hundred sixly {160} acre subdivision as used hereiri shall be
a legal Government vne hundred sixty (160) acre subdivision, all according to the United Slates survey.

4. Excepl as herein otherwise provided specifically including Seclion 19 of this lease, the Lessee shall commence drilling an oil
or gas well on the leased premises on or belore five years from date hereol (referred lo in Seclion 4 as “said date”), and shall
continue the work of drilling such well with due diligence until completion. After completion of the first well, Lessee shal commence
drilling another well on said leased premises within one hundred twenty (120) days and shall continuously operale at least one string
of tools in drilling wells on the leased premises, allowing one hundred twenty {120} days belween the comgpletion-of one well and the
commencement of lhe nexi succeeding well unlil one oil or gas well producing from each produclive zone has been completed to
each drilling unit; provided, however, that if any well completed belore said dale shall prove to be a dry hole and there is then no
producing well on the leased premises, Lessee may commence drilling the next well at any time before said date. Nothing herein
shall limit the number of wells which Lessee may, at Lessee's oplion, drill in excess of the number herein specified, or the deplh to
which any well may be drilled if Lessee should elect to drill below the depth specified. If Lessee has not commenced drilling of an oil
or gas well on the leased premises on or belore five years from the date hereol, the rights, dulies and obligations of Lessor and
Lessee under this lease shall ipso faclo terminate.

5, A well shali be deemed completed when {(a) formations or mechanical difficullies are encounlered which, in Lessee's
judgement, would render further drilling of said well unprofitable or unsuccessful, and because of such facl aclive drilling operations
therein are discontinued, or (b} it has been drilled 10 basement rocks, and aclive drilling operations thereon are disconlinued, or
{c) Lessee has ceased drifling operations thereon and it has been put on regular production and is producing oil or gas in quanmies
deemed by Lessee sufficient to pay to pump or otherwise secure and save.

6. Excepl as hereinatler provided, Lessee shall deliver to Lessor, as royalty, 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 royally shall be subject to deduction from the gross product, the quantity that may be consumed in the Lessee's
operations hereunder, and afier making deductions for lemperature at 60° Fahrenheit, botlom setllings and moisture according {0
the American Petroleurn Instilute melhods.

1. Lessee agrees 10 pay to Lessor as royally one-sixth {1/61h) of the value of natural gas produced and sold {rom the leased
premises, and one-sixth (1/6th} of the value of residual dry gas sold afier the processing of the wet gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee 1o save or markel nalural gas or residual dry gas unless there
shall be a surplus above fuet requirements, and a market at the well therefor, Such value shall be delermined by deducting from the
gross proceeds of sales of natural gas and residual dry gas the cosl of compressing and delivering the same to the pipe line of the
purchaser on he leased premises. Lessee shal! not be required to pay royally for any natural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall notl use any natural gas or residual dry gas off the leased premises unless and until
the Lessor and the Lessee shall first agree upon the price 1o be paid 1o the Lessor lor itls one-sixth {1/6th} share of such gas.

8. {a) 1f the wet gas produced from said premises is processed lor the purpose of manulacturing natural gasoline and/or other
pelroleum products then Lessee shall pay 1o Lessor one-sixth (i/6th} of the tolal value of all natural gasoline and/or other petroleum
products recovered and saved Irom said gas, less the cost of producing and selling the same, which cost shall include the expense of
operating and maintaining the plant and facilities used in the gathering and processing of said wet gas and the storage and shipping
of said gasoline and/or other pelroleum producis. In no event, however, shall the total of said cost of producing and selling exceed
fitty {50) percent of the 1cla! value of all natural gasoline and/or other pelroleum products recovered and saved from said wel gas
computed in the manner hereinaftes set forth. In computing the value ol said gasoline and/or other petroleum products the gasoline
and/or other pelrolevm products shall, it sold by Lessee 1o third parlies, be valued at the respective net ex-tax prices received by
Lessee from the sale thereof al the planl or plants where produced. If said gasoline and/or olher pelroleum products are relained by
Lessee for Lessee’s own use, such producis shall be valued at the respective ex-1ax prices posted or established lor natural gasoline
of like Reid vapor pressure and/or lor other petroleum products of the same quality produced in the sane field during the same
calendar month.

{b} I any wel gas produced from said premises is sold by Lessee for the purpose of manufacluring natural gasoline and/or
other petroleum products on a basis whereby a royally therein is reserved to Lessee, payable in money, then the Lessee shall pay 1o
the Lessor one-sixih (1/6th) of the total amount of the royalty so reserved to Lessee, provided, however, that the amount of royalty 1o
be paid to Lessor hereunder shall be nol less than one-sixth (i/6th) of fifty (50) percent of the 1o1al value of such products so
manulactwed,

{c) In the event wet gas produced from said premises is sold for the purpose of manufacturing natural gasoline and/or other
petroleum products on a basis whereby a quanlity of the natural gasoline and/or other petroleum products recovered therefrom is
reserved to the Lessee as royalty payable in kind, then Lessee shall pay 10 lhe Lessor one-sixth {1/6th) of the lolal value of saig
natural gasoline and/or other petroleum products 50 reserved fo Lessee, provided, however, that the total amount to be paid to
Lessor hereundes shall be nol less than one-sixth (1/6th} of filty \50) percenl o! the tolal value of such products so recovered.

{d) The value of the natural gasoline and/or othes petrolevm producls manufactured and recovered under paragraphs (b)
and {c) above shall be established in the same manner as oullined in paragraph (a) above.

8. Unless Lessor shall elect 1o receive its royalty oil in kind, the Lessee will purchase the royalty oil from the Lessor (a) a! the
highest posted available markel price of the ol al the well, or in the field in which the wells are silvated (effective at the Yime of
removal from lease tanks) of all such oil so produced and saved by the Lessee from said wells and removed therelrom during the

preceding catendar month, or (b) in the absence ol a postad markel price for such oil, the prevailing market price at the well or in ’
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the field (atlactive at the tima of removal from lease tanks) of such oll, or {c) in the absence of a prevailing market ptice the aclual
prica recelved by Lesses for such oll as sald walls, or {d} in lhie absance of sales by the Lessea af the wells the reasonabla value of
such olf; provided, however, that It the Lesses disposes af such ol at a price, including bonus, in excess of the posted or prevailing
market price, the price to be paid for such royalty oil by the Lessee shall be the sama price, inctuding bonus, raceived by Lessee,

10. At Lessor's oplion, exercised not oftener than once In any ane (1) calendar year, and upon sixty (60) days' previaus wrillen
notice, the Lessee will deliver the kind, free of cost lo Lessor, the sad royalty oll. Should Lessor require that royalty oil ba delivered in
kind, Lesses, i requested by Lessor, will, without cost to Lessor, provide storaga tanks on the leased premises sufficient 1o hold an
accumulation of not ta exceed thirty (30) days' production of royalty oil and will place sald royalty oll in siorage for the Lessor in said

tanks as and when it Is produced. Lessee shall be in no manner responsible or held liable for loss or destruction of such stored ail - -

betonging to Lessor from causes over which Lessee 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 avaitable in sald tanks for curreni accumulations of royalty oil. No royaity shall -
be due the Lessor for or on account of oif lost through evaporation, leakage or otherwise ptior to the removal of same or delivery to -
Lessor, if rayalty oll shall be delivered in kind. H Lessee purchases the royalty oll, the Lessee may deduct therefrom’ a proportionate
pan of the aclual reasonable cost of treating unmerchantable oil produced from the leased premises ta render tha same merchant-
able only in the event, however, that such oil is treated hy the Lessee on or in the immediate vicinity of the leased premises. i the
Lessor shall elect {o receive royally oll in kind, such royalty oil shall be of the same quality as that removed from said leased premises
for the Lessee’s own account, and If Lessee's own ol shall be Ireated bafore removed, Lessor's oll will be treated therewith belore ™
delivery thereof to the Lessor, and Lessor in such event, shall pay a propartionate part of such reasonable cost of troatment.

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

12. The rental and royalties hersinbefore provided for shall ba in tien upon any and all of said substances removed from or
stored upon ihe leased premises, and upon any improvements and personal property of the Lessee upon said leased premises.

13. Subject o the terms and provisions of Section 43 of this lsase, each producing well, as soon as campleted by the Lessee,
shall be placed upon produclion and shall thereafter be operated by Lessee diligently and continuously, and in accordance with
sound oil field practice. Lessee, from time 1o time as necessary, shall clean out the wells and do any and all other work required to
keep them In condition for production and the extraction of il and gas therefrom to best advantage. Except as herein atherwise

provided, the Lessee will keep each well drilled on the properties covered by thislease praducing to capacity consistent with good
operating praclice.

14. This Lease shall be subject o all laws, stalutes, rules and regulations heretofare or hereafar enacted or promulgated 1o
contral, suspend or conserve oil or gas and oil or gas operations, and, also ta any general agreement which Lessee may in good faith
enler into with other aperators in the field in which the leased premises are situated, for a like purpese; and if compliance by the
Lessee with such laws, statules, 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 not be considered in defaull or be (iable 1o Lessor for any damage ¢r injury suffered or
sustained on account thereof, nor shall Lessee’s rights be subject to forfeilure by reason thereof, nolwilhstanding any provisions of
this lease; provided, that such agreements aflecting the leased premises shall not be for periods grealer than one {1) year without the
Lessor's written consent, and pravided, further, that no such agreement shall authorize Lessee to discriminate against said leased
premises in lavor of any other properties owned, leased or operated by the Lessee in the same field, nor excuse such discrimination
either in the drilling or producing cobligations of the Lessee hereunder. Lessee will furnish Lessor with copies of any written
agreement for the volunlary curiaiimeni of said production, and il there are no such agreerents, Lessee shalt furnish Lessor with
copies of orders of the Qil Umpire, or any other authority having the power to make orders for voluntary curtailment. The Lessee
shall nol be considered in defaull because of any acts done pursuant to or in reliance of any law or statute, rute or requiation, here-
afler declared unconstitutional or void prior to a determination of such unconstitulionality or invalidity by a court of last resort.

15. Nl gas is discovered in any well in paying quantities and Lessee shall determine tat conditions are nol such as 1o indicate &
reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligations shali be reduced so 1hat the Lessee shall be required to drilt nol more than
one well to each one hundred sixty (160} acres, or major fraction thereof. For the purpose of this lease, a gas well shall be any well
producing gas only or producing al a gas-oil salio in excess of 1en thousand {10.000) cubic feet per barrel, and an oil well shall be
any well producing at a gas-oil ralio of ten thousand (10.000) cubic feet per barrel or less; provided, however, 1hat any well, the liguid
production from which is a resull of retrograde condensation, shall be considered a gas well regardless of the gas-oil ratio. If, at any
later period, oil shall be discovered in paying quantilies on 1he leased premises or in .he event that oil is discovered in paying
quantities in any well within offset distence, as provided in paragraph 16, of the boundary lines of he leased premises, then this lzase
shall revive as an oil lease, and ali of the conditions herein slipulaled as 1o drilling for oil shali become effective commencing with
such discovery of oil. Provided, however, the loregoing terms and provision of this Section 15 shall be subject 1o (i) the applicable
rules and regulations of the regulalory authority having jurisdiction of the stale in which the leased premises are jocated, and {ii)
Seclion 3, 14 and 26 of this lease.

16. Subject 1o the terms and provisions of Section 14 and 26 of this lease, in the event an oil well is drilled on adjoining pro-
perty which is nol unitized with Lessor lands and completed in a zone the average depih of which is fess than four thousand {4,000)
feet and within three hundred thirty (330) feet, or is completed in-a zone the average depih of which is greater than four thousand
(4,000} feet and within six hundsed sixty (660) feet, or in the even! thal a gas well is compleled on adjoining property which is not
unitized with Lessor fands within thieen hundred twenly (1.320)feel of the exterior limits of any property at the time embraced in
this lease in each instance and oil or gas is produced therefrom in paying quanilites for a period of thirty {30) days. and the drilling
requirements under 1his iease are nol fully complied with,and the owner of such well shall operate the same and market the oil or gas
therefrom, then, unless there is a well then being drilled or on production on 1he leased premises within the applicable ofset distance
from the common boundary line, the Lessee agrees to offset such well by the commencement of drilling operations within sixty (60)
days thereafter in the Jeased premises, and complete it at approximately the same distance from the common boundary line as said
well on the adjoining property is completed, and proceed diligently and continuously 10 drill and complete said offset well to the zone
from which such well on the adjoining properly is producing; provided, however, that in 1he event Lessee is drilling an oil or gas well
upon the leased premises al lhe time of discovery of oil or gas on the adjoining propery, the lime for commencing the drilling of an
offset well shall be exiended unlil ninety (90) days after the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, thal in no event shall said time be extended beyond six {6) months after the completion of
the well on 1he adjoining property. For the purpose of satislying drilling obligations hereunder, offset wells shall be considered as
other wells required lo be drilled hereunder; provided, always thal Lessee agrees to 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 oliset production from
wells on such adjoining property and prevert drainage from the leased pramises.

1?. Diilling and producing operations hereunder may be suspended while the price offered generally 1o producers in the same
field for oll of @ gravity of 14° American Pelrolsum Institute Scale, or of any higher gravily, at 60° Fahrenhelt shall fall below One
Dollar ($3.00) per barrel st the wells: provided, however, that drilling or production from olfset wells shall not be suspended on the
Isased premises unless tha offsetting walls on the adjoining premises also disconlinue produting.
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18, Any obligalions, covenanls or conditions imposed upon the Lessee shall be suspended only while Lessee's compliance Is
prevenied by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riots, delays in transportation, inabifily 1o
secure matsrials, labor, drilling equipment or transportation in the open marksl, of inlerference by Governmentat action, or any olher
catse bayond the reatonable control of the Lessee, whether similar or dissimilar to the causes specifically mentioned, If such
suspension occurs, tha payment of any delay rental during such suspansion shall be excusaed and the tease ferm shall be exiended
for a period of time equal 1o the period of such suspension and any such exlention of the lease lerm. Lesspa may resume the
payment or ender of rentals in accordance with Paragraph 3 hereof aller the period of suspension the properiionate part of the

. fental for the rental year remaining after such period of suspension. Lessee's obligation to pay royally on oit and gas production
produced, saved and markeled shall never be suspended under this paragraph, Whenever Lessee would otherwise be required to
surrender any of the leased premises as an allernalive 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, Lesses shall not ba -
required to surrender any porlion of the leased premises.

It the permission or approval of any governmental agency is necessary before drilling or other operalions can be lawiully
commenced on the leased premises, then if such permission or approval has been applied for at least thinly {30) days prior to the
date upon which such operations must ba commenced under the terms hereol, the obligation to comme:ce such operations shall be
suspendad unlil thirty (30) days afier the governmenta! permit is granted or approval given, }f such permit or approval 1s denied
Initially or at any time during the approval or permitling process or is revoked afler Issuance, then so long as Lessee in good faith -
appeals from such denial or revocation or eonducts furiher proceedings in an sllemp! to secure such permit or approval, the-

obligation 1o commense such operations shall be suspended until thirly (30) days after such governmental permit is granied or
approval given.

19. The Lessee may, al Lessee’s oplion, at any time surrender and quilclaim this lease as to all of the leased premises or as to
any ona or more iwenly (20) acre subdivisions thereol as herein defined, and shall be released from all obligations therealler asising
with respect to the premises surrendered and quitclaimed, and in the case of a parial surrender and quitclaim all of the rental and
drilling obligations shall be reduced pro rata, At any lime 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 wells shall not have been drilled Lessea shall ihereupon surren-
der, and this lease shall thereupon terminale as to all of {he leased premises, excepl drilling units occupied by producing oil or gas
wells, each of which drilling units the Lesse may hold subjecl to the terms of this lease until abandoned or until the end of the term
thereof, and the exlended 1erm, if renewad as hereinafter provided. Each of said drilling units shall, in-each inslance, conform to
subdivisions as defined in paragraph 3 hereof. Lessee shall have the right to do such things as may be necessary to keep such
drilling units In the highest productive state, including the right to ream, clean out, deepen, re-work, re-drill, and to drill new wells
thereon to other zones in order to maintain or increase production, or o restore production if it shall cease from any cause.
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20. Upon the violalion by Lessee of any of the terms, covenants or condilions of this lease, and failure to remedy the default
within thirty (30) days after receipt ol written notice from Lessor so to do, then at the option of the Lessor this lease shall forhwith
cease and terminate, and all righls of the Lessee in and 10 saig property shall be at an end as to alf said properies, excep! that the
Lessee shall have the right 1o retain and hold under this lease the area surrounding each well producing or being diilled, with respect
1o which it is no! in defauli to the same extent and with the same righ!s as provided in paragraph 19 hereof in the event of a surrender

by the Lessee. The waiver by Lessor ol any breach of any covenant or condition hereof shall not be a waiver of any other or
subsequent breach hereof, nor ol any olher covenant or condilion hereof.

21. Upon surrender by the Lessee of said leased premises in whote or in part or upon the lermination of the Lessee's rights and
interests in and to the leased premises, or any part thereol, in.any manner herein provided, the Lessee will quietly and peaceably
surrender possession thereof to the Lessor-and agrees 1o release 10 the Lessor, S Successors or assigns, all right, title and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee’s rights have lerminaled as herein provided. In the evenl
of a panial release of the propefly so released shall be subject 10 the easemenls and rights of way herein provided for and appurien-
ant to any part ol the leased premises retained by the Lessee, and the Lessee shall furnish 1o the Lessor a map showing the location
of such easements and rights of way. If thete are any rights, inlerests, claims, liens or encumbrances conveyed, created, done, made
or suffered by the Lessee, or anyone claiming under Lessee at the lime of the release, Lessee shall take such aclions, sleps and
proceedings as may be necessary to terminate and exlinguish any such rights, inleresl, liens and encumbrances, failing inwhich,
Lessor may do sa at the sole expense of the Lessee, which expense, plus reasonable atlorney’s fees, Lessce agrees to pay lo Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in wriling that to the best of Lessee’s information, knowledge and
: belief no such rights, interests, claims, liens or encumbrances affect the lease premises released by Lessee.

4 22. Derricks, buildings and other slruclures, improvements, equipment, machinery and appliances placed by the Lessee on or

in the demised premises shall be and remain the personal praperty of the Lessee, and provided no defaull shall at such time exist in
respect of any payments or rentals or in respect of any covenants, agreements or canditions o be kept or performed by the Lesses,
the Lessee shall have the right during the term hereot, or at any time within sixty (60) days after the date of termination of this lease
to remove {rom the leased premises all such personal property, excepl casing in water wells purchased by Lessor; provided, further, P
that the Lessee may extend the time within which such personal property may be removed for a period not exceeding six {6) !

= manths from such dat2 of termination by paying to the Lessor monthly in advance a rental of Ten Dollars {$10.00) an acre a month :

; for each twenty (20} acre subdivision upon which any such personal properly remains. Any such personal property not removed

from said premises within said six {6) months' period shatl become the property ol Lessor.

23. The Lessee agrees to keep full records of the operations upon and production and sales of said substances from said
leased premises independently of and separate from any other premises operated by the Lessee; to nolify Lessor promplly of
discovery of any of said subslances in-the [eased premises and lo furnish to the Lessor on or before the twentigth day of each month
a true stalement, in triplicate, of ail produclion, deliveries and deductions in a form salisfactory 1o the Lessor. All records of the

operations and productions and sales of said substances from said leased premises shall, at all reasonable times, be gpen o the
inspection of Lessor's agents and renresentatives.

24. Lessee will keep an accurale log and casing record showing the progress of drilling, character of formations encountered
or drilled through, and casing in each well in which drilling shall have been done on he leased premises, and furnish Lessor a copy
thereofl upon the completion of or the abandenment of each well, and a true copy of all sudface and subsurtace surveys made of each
well drilted under this lease. Lessee will fumish all reasonable {acilities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and representalives shall have free and full access at Lheir 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 lo canduct Lessee’s uperalions so as to inlerfere as little 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 thirty-six inches
{36") below the surfaca af the ground: to fence all sump holes and excavations to safeguard livestock grazing on said land; to R
providge substanlial gates at points where fences are cut by the Lesses; and o use reasonable care and diligence to prevent the Lo
overllow of-oll or water which may be detrimental to vegetalion on those portions of the leased premises which are suitable for
grazing, agricultura! or hadicultural purposes.

26. Lessee shall carry on Lessee’s operations hereunder in a careful and workmanlike manner. Lessee shall comply with any :
and &ll applicabfe valid statutes, ordinances and governmenlal orders and regulalions pertaining to the exercise of rights leased here- E :
under and shall furnish such evidence of Lessee's compliance therewith a5 may be required by Lessor. Lessee shali furnish evidence
satisfactory to Lessor Lhat abandoned wells have been properly ebandoned in cempliance wilh applicable statules, ordinances and

governmenlal orders and fﬁgu’a“c’"hom(l | ) PAGEG?B‘ GOOK 42? PAGE 1.40
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“all pther supports placed by Lesses or paimitted by Lesses 1o be placed on sald leased premises and which, in any rnanner. intert e

- Southemn Pacific Company, a corporation, from and egalnst any and all £laims, causes of action, liabllity, cosls and expens

”propeny adjacent thereto, including, without limiting the generality of the foregoing, the breakage of pipe Imes. tanks or “oth

',-'mineral righls in the leased premises, and on the buildings, structures, equipment and other parsonal property or improvemenls

- placed, mamiamed or used by Lessee on the leased premises, and on the mineral substances slored thereon and not be!ungm 3 10
"~ Lessor. Lesses may deduct up to one-sixth (1/6th) of the taxes and assessments on mineral righls in the feased premises. in e

" ~fiscal year, pald by Lessee, from the royallies due and payable o Lessor for production during each successive twelye
perlod subsequent to the day and monih in such fiscal year an which the first installment of such taxes arid assessments becoma :

‘royalties’ due and payable during {he twelve months' period which immediately succeeds the dale of delmquency of. lhe first

'[eased premises (except on buildings, structures and other improvements thereon not owned, maintained or used by Lessee) for lhe{_’ s
83nd fof each fiscal -

27 Upon terminalion of this lease in any manner, or if any well is abandoned the Lesses agrees {o relevel lhe surface of lha -

'propeny involved, and 1o fill all abandoned sump holes and excavations mads by Lessee; 1o remove alf derricks, tanks and tank

SUpporis, and If thera are any pipe lines running from any abandoned well, or any other place on the property, the same shall be .

i removed il the Lessor desires, end ditches opened up by removal of ihe pipe line and the ground made 1o conform to the natural . .

conlour, Lessee will also remove all cement blocks or foundalions which may have boen placed on the leased premises, and any and

with lhe usa lhereof

,Lessee agraes lo release and to Indemnily and save harmhss Lessor, the surface owner of said property, ihg 'he-i'rs' )
personal representatives, successors and assigns of the surface owner, and any corporation affiliated wilh, owned or controlled by
rising-
oul. of ln]unes lo. or deaths of, all persons whomsoever, and loss of, or damage o, all property whalsoever, directly or indirectly

sullmg from or caused by the occupancy of, or operations of Lessee on, the leased premises or property adjacent thereto, or the
exlstence ol oil. wells, gas wells, derricks, pipe lines or tanks or appurienances thereol, used by the Lessee on said leased prermses o

ment or the esnape or loss ol oil, pelroleumn products, gas, waler or fire tharefrom. )
29 Lessee agrees to pay before delinguency all 1axes and assessmenis which have been or shall be levled and assessed 8

delmquenl ‘The above amount of the taxes and assessmenis for a parlicular fiscal year so paid shall be deduclible only irom the

installment in such fiscal year. Lessee agrees 1o pay to Lessor annually, wilhin fifteen days after demand, an amoont equal 10 five-
sixths of the real properly 1axes and assessments paid by Soulhern Pacific Land Company on the tand overlying or occupled by the -

fiscal year beginning July 1, 19_82 | prorated from _ DECEMBER 1, 1982 16 June 30, 19
year ihereafter during the term ol this lease. Lessee shall pay any productton or severance lax compuied or based upon productlon
of oil, gas or other mineral subsiances which may be imposed by the Federal Government, the State of California, or any of-its -
political subdivisions, and Lessor shall reimburse Lessee for lhe same proportion of said taxes as Lessor's shares of the taxes on the
mineral rights.

30. Either party may pay the entire amount of any delinquent 1axes or assessments which shall constitute a lien on saig leased
premises and which should have been paid before delinguency by the other parly as herein provided, and penaities and interest
thereon, and shall be entitled to reimbursement from the other party of the part of the 1axes and assessments herein sgreed 1o be
paid by such other parly, and of the entire amount of the penallies and interest. Penalties and interest on delinquent taxes ang
interest on payments made pursuant to this paragraph shall not be apporlioned with the principal amount of taxes and assessments
in making such annual adjustments, bul shall be borne enlirely by the party obligated to pay the tax or assessment before
delinquency.

31, iessee shall not commence drilling into or through the leased premises or construci, alter or repair struciures or
improvements of any character, excepl emergency repairs, upon said property until after written nolice ithereof is given to Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agrees to pay in full
all persons who pertorm labor or services on, furnish malerials joined or affixed 1o, or provide equipment for, said property, or the
construction, reconstruclion, repair or placement of any slructure improvement on said properly, at Lessee's instance or request.
Lessee shall not permit or sulfer liens of any kind or nature to be enforced against said property for such labor, services, materials or
equipment. Lessor shall have the right 10 pay any amount required 1o release any such lien or liens, or to defend any action brought
thereon, and 1o pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs, damages and reasonable

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

32. Lessee agrees 1o pay lo Lessor inlerest at the rate of 10% per annum upon any and ali amounts whatsoever due under this
lease to Lessor from the date payment of each such amount is due and owing 1o Lessor or from the date of each breach by Lessee of
an obligation hereunder, as the case may be, 1o 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 1o Lessor or the date of such
breach, as the case may be.

33. If Lessor shall bring suit to compel periormance of, or to recover for breach of any cavenant or condifion herein contained,
or for declaratory relief, and prevails therein, Lessee agrees to pay 1o Lessor reasonable atlorney fees in addition to the amount of
judgment and costs.

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

35. Any demand, notice or statement herein requested or required 1o be given by one party (o the other shall be in writing.
Delivery of such written nolice or slalement to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepaid, certified or regisiered, addressed to Lessor at One Market Plaza, San Francisco,
California 94105, and delivery of such nolice or stalemen! to the Lessee shall be conclusively taken as sufficient il and when
deposited in the United States Mail, wilth postage thereon fully prepaid, cerlified or regisiered, addressed to Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado 80202. Any party hereto may. by written notice, change his or its address to which such
demands, notices or statements may be sent.

36. This instrument i5 a lease and is not and shall nol ever be held or interpreted to be a mining partnership or parinership of
ary kind, or in any sense whatsoever; the intention of the parties hereto being 1o establish and create hereby between themselves
only_the relationship of Lessor and Lessee in accordance with the terms, provisions, condilions, covenants, reservations and
agreements herein set forth.

37. It is agreed that in case Lessee shall, except by Lessor, be lawlully deprived of the possession of said premises, or any part
thereo!, Lessee shall notify Lessor in writing setting forth in full the circumstances in relation thereto, whereupon the Lessor may, at
its oplion, eilher reinslall Lessee in possession of the leased premises or terminate this fease as to the premises or the parl thereof,
the possession of which Lessee is so deprived, by giving notice in writing ta the Lessee to ihat effect and at the same time paying, or
tendering with such nolice, to the Lessee the sum of One Hundrad Dollars ($100.00}, plus the pro rata amount of any rental, thereto-
fore paid in advance by the Lessee under the provisions of paragraph 3 hereof and applicable to said premises, or such portion, for
the unexpired renta! paricd, whereupon no claims for damages of whalsoever kind or characler incurred by Lessee by reason of such
dispossession shall be chargeable against Lessor.

34. Il Lesses is adjudicated a bankrupt, or shiall make an assignment for the benefit of creditors, or file & volunlary petition
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. ¢ adjustmant, modification, settlement ar satisfaction of the liabllities of Lesses}, or a recelver be appoinled for the property of Lessee -
- - by reason of the Insolvency of Lessee, notwithslanding anylhing to the contrary elsewhere in the lease, Lessor shall have the

. - paragraph 19, on and subjact 10 the sama royallies, lerms, covenants and conditions as are hereln speciiied; provided, written nofice:

b premises; or any interest therein, shall be valid, unless made with the consent of Lessor in writing, and no change in ownership in the -

undar any taw (havlng for its purpose the adjudication of Lesses a bankrupt, or the exlension of lims of paymenl, composiuon .

- Immediate Tight to terminate this lease and to iake exclusive possession of the leased premises. The acceptance of renl or other .
- payments for tha use of the leased premises shall not constitute a waiver of Lessor's right to terminate this lease as sbove setforth. If ~ °
there are two or more Lessess hereunder, or if Lesses is a partnership, then the right of Lessor lo terminate the entire lease shall be -
:exerclsable in case any one of the Lessees or pariners s adjudged a bankrupl or betomes subject to or pammpates in any o!her
p eedmgs or procedure hereln menlloned ’

..9 II ‘al the explralfon of lhe lerm of this lease, any welis are being drilled by Lessee on the leased premlses or nny exlsling" :
.wells are’producing or capable of producing oil or gas In paying quantities, but are nol being produced for reasons authorized under
thls iease, Lessee shall have ihe oplion of renewing this lease as long thereafier as such substances are produced or capable of
being produced to includs drilling units as defined in paragraph 3 hereo!; occupied by wells producing in paying quanlities or wells
- in process of being ‘drilled_on the same acreage specilied in paragraph’ 3 hereof, together wilh the seme righls prowded for in

" from Lessea of such renawal shall be received by Lessor not more than six {6) months nor less lhan thirty {30) days prlor lo lhe;‘
. ,explratlon ol 1he onglnal term hereol. _ .
40 This lease shall inure 1o the benefit of and be binding upon the respective heirs, administralors, executors, successors and S
assigns of the parties hereto, bul no assignment of this lease, or sny sub-lease or agreemen! aflecting this lease, or the Ieased
fand or In the rentals or royalties shall be binding on Lessee until Lessee shall have received wrillen notice of such lransfer or
assighment. All covenants, agreements and stipulations hereln contained shall run with the property.

41. If there be more than ons Lessee named herein the term "Lesses” shall designate the plural number, and the obllgaluons of
the Lessee heraunder shall be joint and several .

42, Time is of the essence of 1his lease.

43. Whera there is a gas well or wells on the leased premises or acreage unitized therewith at any time dunng which 1h|s lease
is in effect, and such wall or wells are shut-in, Lessee shall pay as royally to Lessor the sum of $1,280. per well per year. Said
paymen! is due on or before ninely (90} days from the date of shut-in or the date on which the leased premises or a portion thereof
are unitized with lands on which there is a shut-in gas well, and 1hereafier on or before the anniversary dale of such payment during
the period such well or wells are shut-in. Upon said payment it shall be considered that such well or wells are producing gas in
commercial quanitiltes for all purposes hereunder.

IN WITNESS WHEREOF, the parties hereto have caused these presents o be executed as of the day and year lirs! hereinabove
written.
SUN EXPLORATION

o AND PRODUGCTION COMPANY HEADINGWLEUM CO.
o
By: &@lﬂ? nr)&;'?a»——” By' //7{( .

Agent and Atiorney-in-Facl
R C. Liitle, Vice' PresLJﬂ !1;:135

SOUTHEAN PACIFIC LAND COMPANY

ﬁ?éf/,/fp

T CEIRKERAL MANZGE
Ol & eas
=

Allest:

Its:

CHARLES R MANGUM
R. A. BERGER

STATE OF OKLAHOMA )
COUNTY OF TULSA

Sgeieitrie

h

) 85.

(R TR )

st

'I'he- Eoregaing instrument was ack

by R.C LITTLE as VICE PRESIDENT,
B LS [ Al 0 lrl '. ..- A
g
; "‘;-PSIENE?% my"hand and official sea
e W) 14 - z

4—'-
.-{__-

D
SR

}Iy Comausglou Expires:
January,l-ﬁ-. 1985

’ érA-rz OF Colorsdo
COUNTY OF Denver

of  January

LANDS,

K ~ The fotegalng instrument was acknowledged before me on this l7th’ 17th’ day
» 1983, by CEARLES R,
of ‘EUN EXPLORATION AND FRODUCTION GOMF

novledged before wme on this 18th da
y of Februa 1
of READING & BATES PETROLEUM CQ. 1983,

- o LBk

Lori F. England - Notarg/ Public
1100 Mid-Continent Building

409 South Boston Avenue

Tulsa, Oklahoma 74103

o r——_

HANGEH.II AGENT AND ATTORNEY-IR-FACT

\,q.l s

o PP
S ?mgngafﬁg ma and official -ux.

w/‘z %J—r’*é

Notary Publie
422 w142

1801 Broadway, Suite IDDO
Crtlorr 2, rannaNK

Tarwr =,
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EXHIBIT "A"

Attached to and made a part of that certain agreement

05906

No. dated December 1 , 1982 between

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPANY and READING & BATES PETROLEUM CO.

HMDM

Subdivision Sec. Twp. Rge. Acres
W 3 29N 52E 319.40
ot 3 298 52E 328.51
* Lot 2 of NEX 5 29N  52E 39.80
* NEX% 7 29N  5ZE 160.00
NEX 9 298  52E 160,00
* Wy 11 29N 52E 320.00
Ws 15 298  52E 320.00

* Jots, 1,2,3 & 4 and
Wy of E4 15 298 52E 335.80
*  NE% of Nk 17 29N S52E 40.00
* NE% 3] 298  52E 160.00
NEY% 21 298 52ZE 160.00
* NEX 3] 3on S2E 160,00
All 35 on S52E 640,90
‘ TOTAL 3,143.51

*Reserved Mineral Interests
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