sApp ovad a5 lo form by Ganeml Gourisel, January 7, 1876) - 6’76'78

A Y9 M .9..,,. ORIGINAL PAPERS
~OIL AND GAS LEASE

v dupllcale I.hts FIRST - day ot” DECEMBER

betw"n SOUTHERN PACIFlC LAND - COMF‘ANY a Cahfornla corporauon. heremnﬂer . catled’ " “Lessor,
. BATES PETROLEUM CO 53

does hereby jease’ lo‘Lessea !oé ihe leim and purposes hareinaﬂer set tonh all that’ cet‘lam property some ’m

0-as."leased premises”, in.the. SSIF " ELKO/E 81ale of NFVAnA

ed ‘on’ Exhlblt A" anached here!o and made a- parl hereo!

Subject to easements, leases and restriclions aflecling sald propery.
For the purposes of 1his lease, Lesses shall have the right (subject to the provisions hereof and to the extent of Lessor's
gwnership thereol) 1o explore, drill for and to produce, exiract, take and remova all oil and gas hereinafier referred to as 'substances’,
contained in said properly, 10 store said subslances upon sald property, lo locate, erect, construct, maintain, replace and operate
upon and in said property such facilities and structures {except refineries or topping gas planls) as may be necessary in the
production, treatment, slorage or transportation of said substences from said property, and o appropriate and use such water as
may be necessary for the above operations. :

Reserving unto Lesser, 15 successors and assigns, the right to construct, maintain and vse diiches, flumes, roads, trails, tracks -
and pipe, telegraph, telephone, signal, communication and power lines in, upon, over and across said property and the rignt io use -
said property for any end all other purposes consistent with the rights herein leased o Lessas.

2. The term of this lease shall be for twenty-five (25) years, from and after the __FIRST _._ day of _.pgm
19 32 , unless sooner terminated or forfeited, either in whole or in parl, as hereinafter provided.

3. Lessee agrees lo pay to Lessor & cash rental of $__5,600.00 _ in advance on the data of dalivery of this lease lor the’

first year. of the lerm hereof, and annvelly thersatter, on or befora the first day of each successive year
of the trm hereol & cash rental of $2.00 &n acre per annum in advance, provided that rental shall not accrue or be payable for;
(a)each “drilling unit> upon which there is a produclng oil or gas well on the dete when rental is payable,
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)each 640 acre subdivision wilhin the boundaries of the leased premises on which drilling is In progress on the dale when
_-rental’is payabla, or

(c)each €40 acre subdivision upon which there is a producing gas well on such date if no oil has been discovered in paymg
- ‘quanlitiés on the leased premises or within offse! distance, as provided in paragraph 16, and Lessee has dalermmed ‘a5
provided in paragraph 15, that conditions are not suchas to indlca'le & reasonable probablhty of the dlscovery ol oillon’
Ieased premlses. or . -

f’lhan lour lhousand {4 ODD) feet; -
“{2)a lony acre subdivision, or less, if the average depth of the producing interval of wells drilled for ml shall f '
four thousand (4,000) feel o
_-Subjéct to the terms and provisions of Sections 14 and 26 of this lease, a twenty (20) acre subdwrsmn as used her n shall be
elther the North, South, East or West hailf of a legal Government forty {40) acre subdivision, a forty (40) acre subdwnsuon as used
_ herein shall be a legal Government forly {40) acre subdivision, and a ane hundred sixty {160) acre subdivision as used here!n ‘shatl be
a Iegal Government one hundred sixly (160} acre subdivision, all according to the United States survey..
4, Except as herein otherwise provided specifically including Section 19 of this lease, ihe Lessea shall commence dnlhng anoil
or gas well on the leased premises on or before five years from date hereof (referred to in Seclion 4 as “said date"),’and shall > .- .
continue the work of drilling such weli wilh dus diligence until completion. Alter completion of ihe first well, Lessee shall commence PO
drilling another well on said leased premises within one hundred twenty (120) days and shall continnously operate at least one stnng o
of tools in drilling wells on the leased premisas, allowing one hundred twenly {120} days between the completion of one well and ihe
commencement of the next succeeding well until one gil or gas well producing from each productive zone has been completed io
each drilling unit; provided, however, 1hat if any well completed before said date shall prove to be a dry haole and there is then no
producing well on the leased premises, Lessee may commence drilling the next well at any lime before said date. Nothing herein
shall limit the number of wells which Lessee may, at Les_ ee's option, drill in excess of the number herein specified, or the depth 1o
which any well may be drilled if Lessee should elect to drill below the depth specified. If Lessee has not commenced drilling of an ait
or gas well on the leased premises on or before five years from the dale hereof, the righls, duties and obligations of Lessor and
Lessee under this lease shall ipso facto lerminate,

5. A well shall be deemad compleled when (a) formations or mechanical difiiculties are encountered which, in Lessee's
judgement, would render further drilling of said well unprofitable or unsuccessful, and because of such fact active drilling operations
therein are discontinued, or (b} it has been drilled 1o basement rocks, and active drilling operations thereon are discontinued, or
{c} Lessee has ceased drilling operations thereon and it has been put on regular production and is producing oil or gas in quanitites
deemed by Lessee sufficient to pay to pump or otherwise secure and save.

6. Except as hereinalter provided. Lessee shall deliver to Lessor, as royalty, ane-sixth (1/6th) of the net cil, petroleum and ather
hydrocarbon substances, produced and saved from_said leased premises in each calendar rnonth.

Said royalty shall be subject to deduction from the gross product; the quanlity that may be consumed in the Lessee's
operations hereunder, and afier making deductions for temperature a1 60° Fahrenheit, bollom seitlings and moisture according to
the American Pelroleum tnslitute methods.

7. Lessee agrees lo pay to Lessor as royalty one-sixih (1/6th) of the value of natural gas produced and sold from the leased
premises, and one-sixip (1/6th) of the value of residual dry gas sold afler the processing of the wel gas produced in walls on the
leased premises, bul nothing in this agreement shall require the Lessee to save or markel natural gas or residual dry gas unless there
shall be a surplus above fuel requirements, and a markel at the well Iherefor. Such value shall be determined by deducting from the
gross proceeds of sales ol nalural gas and residual dry gas 1he cost of compressing and delivering the same to the pipe line of the
purchaser on the feased premises. Lessee shall nol be required 10 pay royally for any natural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall not use any nalural gas or residual dry gas off ihe leased premises unless and until
the Lessor and the Lessee shall first agree upon lhe price lo be paid to the Lessor for its one-sixth {1/6th) share of such gas.

8. (a) H the wet gas produced from said premises is processed for the purpose of manufacturing natural gasoline and/or other
petraleum producis then Lessee shall pay 1o Lessor one-sixth (1/61h) of the total value of all natural gasoline and/or other petroleum
products recovered and saved from said gas, less the cosl of producing and selling the same, which cost shall include the expense of
operating and mainlaining 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 petroleum products. In no event, however, shall the tolal of said cost of producing and selling excead
fifty {50} percent of the total value of all nalural gasoline and/cr other petroleum products recovered and saved from said wel gas
computed in the manner hereinafler set forth. in computing-the value of said gasoline and/or other petroleum producis the gasoline
and/or other petroleum products shall. if sold by Lessee io third parlies, be valued at the respeclive nel ex-lax prices received by
Lessee from the sate thereof at the plant or piants where produced. If said gasoline and/or other petroleum products are retained by
Lesses for Lessee's own use, such products shall be valued at 1he respeclive ex-lax prices posted or established for natural gasoline
of like Reid vapor pressure and/or for olher pelroleum preducts of the same quality produced in the same field during the same
calendar month.

(b} H any wel gas produced Irom said premises is sold by Lessee for the purpose of manufacturing natura! gasoline and/or
other petroleum products on a basis whereby a royaity therein is reserved 1o Lessee, payable in money, then the Lessee shall pay to
the Lessor onesixih {1/6th) of the total amount of the royally so reserved to Lessee, provided, however, that the amount of royalty to
be paid to Lessor hereunder shall be not less than one-sixth {1/6th) of fifty {50) percent of the total value of such producls so
manufactured.

{c) In the event we! gas produced from said premises is sold lor the purpose of manufacluring natural gasoline and/or olher
patroleum products on a basis whereby a quantily of the natural gasoling and/or other petroleum products recovered therefrom is
reserved o the Lesses as royalty payable in kind, then Lessee shall pay 10 Ihe Lessor one-sixih (1/6th) of ihe total value of said
natural gasoling and/or olher petroleum producls so reserved to Lessee, provided, however, thal the total amount 10 be paid 1o
tessor hereunder shall be not less than onesixth {1/6th) of fifty {50} percent of the total value of such products so recovered.

{d). The value of the nalural gasoline and/or olher petroleum products manisfaciured and recovered under paragraphs (b)
and {c) above shall be eslablished in the same manner as outlined in paragraph (g) above

9. Unless Lessor shall efegl to receive its royalty oil in kind, the Lessee will purchase thg royalty oii from the Lessor (a} at the
highest posted available market price of the oil at the well, or in the field in which the wells are situated (effective at the time of
removal from lease lanks) of all such oil 5o produced and saved by the Lessee from seid wells and removed therefrom during the
preceding calendar month, or (b} in the absence of & posted markel price for such oil, the prevailing market price at the well or in
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“the field (effective at ihe time of removal from lease 1anks) of such oll, or {c} in the absence of a prevailing markel price the aclual .

. price received by Lessea for such oll as said wells, or (d) in the absence of sales by the Lesses at the wells the reasonable value of

such oll; provided, however, that if the Lessee disposes of such oil at a price, including bonus, in excess of the posted or prevailing
markel price, tha prlca to be paid for such royalty ofl by ihe Lesses shall be the same price, including bonus, received by Lessea.

.10, At Lessor's option, exercised not oftener than ence in any one (1) calendar year, and upon sixty (60} days’ previous writlen

notlca tha Lessee will deliver the kind, {free of cost to Lessor, the sald reyaity ¢il. Should Lessor require that royalty oll be defivered in - o

. kind, Lessee, If requested by Lessor, will, without cost 1o Lessor, provide storage tanks on the leased premises suHicient 1o hold n - '

: accumulaﬁbn of not {0 exceed thify (30) days' production of royally ofl and will place said royalty oilin storage for the Lessor in said ~

tanks as and whan it is produced. Lessee shall be in no manner responsible or held liable for loss or destruction of such stored oil :

"~ belonging to Lessor lrom causes over which Lessee has no control. Lessor agrees to remove the royalty ol so stored from 5aid tanks
' 'as ofen as may be necessary Io keep sufficient space avallable In said tanks for current accumulations of royalty oil. No royally shall .

be due the Lessor for or on account of ofl lost through evaporation, leekage or otherwise prior 1o the removal of same or delivery to- -

Lessor, if roya!ly oil shall be delivered in kind. if Lessee purchases the royalty oll, the Lessee may deduct thefefrom a proportichate : o

parl of the aclual seasonable cost of freating unmerchantable oil produced from the leased premises lo render the same merchant-’
able only in the event, however, that such oil is treated by the Lessee on or in the immediate vicinity of the leased premises. If ihe

' _ Lessor shall elect to receive royalty oil in kind, such royally 0il shall be of the same quality as thal removed from said leased prermses i

for the Lessee’s own account, and if Lessee's own oil shall be trealed before removed, Lessor's oll will be treated therewith ‘before - -
delwery thereo! to 1he Lessor, and Lessor in such evenl, shall pay a proporionate part of such reasonable cos! of lrealmenl o

“11. All royallies payable and the price for all such substances which shall be sold {o 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 thal'in which dehvery
of such substances shall have been made lo the Lessee under such sale, and all royally paid in kind shall be delivered to the Lessor
from time o time as the same is obtained con said premises and siored and handled as herein provided,

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

13. Subject to the terms and provisions of Seclion 43 of this lease, each producing well, a5 soon as completed by the Lessee,
shall be placed upon produclion and shall thereatter be operaled by Lesses diligenlly and continupusly, and in accordance with
sound oil field praclice. Lessee, from lime to time as necessary, shall clean oul the wells and do any and all other work required to
keep them in condition for production and the exiraction of oil and gas therefrom to best advantage. Except as herein othenwise

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

14. This Lease shall bg subject 10 all laws, statules, rules and regulalions heretofore or hereafter enacted or promulgated to
conlirol, suspend or conserve oil or gas and oil or gas operalions, and, also to any general agreement which Lessee may in good faith
enter inlo with other operators in the field in which the leased premises are siluated, for a like purpose; and it compliance by the
Lessee with such laws, statules, 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 to Lessor for any darmage or injury sulered or
sustained on account thereof, nor shall Lessee’s righis be subject to forfeilure by reason thereof, nolwithslanding any provisions of
this lease; provided, that such agreemenis afiecting the leased premises shall.not be for pericds greater than one (1) year without the
Lesscs’s writien consent, and provided, funther, that no such agreemant shall authorize Lessee to discriminate against said leased
premizes in favor of any other properties owned, leased or operated by lhe Lessee in the same field, nor excuse such discrimination
either in the drilling or producing obligations of the Lessee hereunder. Lessee will furnish Lessor with copies of any written
agreemend for the voluntary curtailment ol said production, and if there are no such agreemenis, Lessee shall furnish Lessor with
copies of orders of the Qil Umpire, or any other authority having the power 10 make orders for volunlary curtailmenl. The Lessee
shall not be considered in default because of any acis done pursuant lo or in reliance of any law or stalute, rule or regulalion, here-
after declared unconsiitlulional or void prior 10 a determination of such unconstitutionality or invalidily by a court of last resorl.

15. il gas is discovered in any well in paying quantilies and Lessee shall determine thal conditions are nol such as to indicale a
reasonable probability of the discovery of cil on the leased premises, then the Lessee shall operate the leased premises for the
production of gas. In such event, the drilling obligations shall be reduced so that the Lessee shall be required 1o drill nol more than
one well to each one hundred sixty (160} acres, or major fraction thereo!. For the purpose of this lease, a gas well shall be any well
preducing gas only or producing at a gas-oil ratio in excess of ten thousand {10,600} cubic feet per barrel, and an il well shall be
any well producing &t & gas-oil ratio of len thousand (10,000) cubic feet per barrei or less; provided, however, that any well, the liquid
production from which is a result of retrograde condensation, shall be considered a gas well regardless of the gas-oll ratio. if, at any
tater period, oil shall be discavered in paying gquantities on the leased premises or in the event that oil is discovered in paying
quantilies in any well within offset dislance, as provided in paragraph 18, of the boundary lines of the leased premises, then this fease
shali revive as an oil lease, and all of the conditions herein stiputated as to drifling for oil shall become effective commencing with
such discovery of oil. Provided, however, ihe foregoing terms and provision of this Section 15 shall be subject to (i) the applicable

rules and regulations of the regutatory authority having jurisdiction of the stale in which the leased premises are located, and {fi)
Section 3, 14 and 26 of this lease.

16. Subject to the lerms and provisions of Seclicn 14 and 26 of this lease, in the event an ofl well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and completed in a zone the average depih of which is less than four thousand {4,000)
feel and within three hundred thirty (330) feet, or is completed-in a zone the average depth of which is greater than four thousand
{4,.000) feet and within six hundred sixty (660} fest, or in the event thal a gas well is completed on adjoining property which is not
unitized with Lessor lands within thirteen hundred twenty {1,320)teet 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 quanitiles for a period of thirty (30} days, and the drilling
requirements under this fease are not fully complied with,and the owner of such welt shall operate the same and market the oil or gas
therefrom, then, unless there is @ well then being drilled or on production on the leased premises within the applicable ofset distance
from the common boundary line, the Lesses agrees to offsel such well by the commencement of drilling operations within sixty (50)
days thereafter in the leased premises, and complete it at approximaltely the same distance from the common boundary line as said
well on the adjoining property is completed, and proceed diligently and cortinuously to drill and complete said offset well to the zone
from which such well on the adjoining property is produting: provided, however, that in the event Lessee is drilling an oil or gas well
upon the leased premises at the time of discovery of ¢il or gas on the adjoining property, the fime igr commencing the drilling of an
offset well shall be extended until ninety {90) days after the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, however, that in no event shall said time be extended beyond six (6) months after the complelion of
tha well on the adjoining property. For the purpose of salistying drilling obligations hereunder, offset wells shall be considered as
olher wells required to be drilled hereunder; provided, always lhal 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 offset production from
wells on such adjoinina property and prevent drainage from the leased premises.

17. Drilling and producing operations hereunder may be suspended while the price offered generally to producers in the same
field for oll of a gravity of 14° American Pelroleum Institule Scale, or of any higher gravity, at 60° Fahrenheit shall fali below One
Dollar {$1.00} per barre! al the wells; provided, howevar, thal drilling or production from offset wells shall not be suspended on the
leased pramises unlass the oHsamlngl walls on the adjoining premises also discontinue producing.
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18. Any obligations, covenants or conditions Imposed upon the Lessea shall be suspended only while Lessee's compliance is
preventad by the elements, declared or undeclared war, fire, sccidents, strikes, fockouls, riots, delays in transporalion, inability to
sscure materials, labor, drilling equipment or Iransponation in the open markel, or interference by Governmental action, or any other
cause beyond the reasonable control of the Lessee, whether similar or dissirnilar lo the causes specifically mentioned. If such
Suspension occurs, the payment of any delay renlal during such suspension shall ba excused and the lease term shall be extended
for a period of time equal to the period of such suspension and any such extention of the lease lerm. Lessee may resume the

" - payment or tender of rentals in accordance with Paragraph 3 hereof after the period of suspension the proportionale parl of the

rental for tha rental year remalning aer such period of suspension, Lesses's obligation to pay roysity on oil and gas production

T preduced, saved and marketed shall never be suspendad under this paragraph. Whenever Lesses would otherwise be required to’
- surrender any of the leased premises as an allernative 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 olher provision of this lease, Lessee shall not be
- 1equired 10 surrender any portion of the leased premises. : ’ '

i the permission or approval of any governmental agency is necessary before diilling or other operations can be lawlully
commenced on the leased premises, then it such permission or approval has been applied for at least thirly (30) days prior.to the

-‘data upon which such operations must be commenced under the lerms hereof, the obligation 1o commence such operations shall be

suspended unlil thirly (30) days aller the governmenta) permit is granted or approval given. If such permit or approval is denie_d"

inflially or al any time during tha approval or permilting process or is revoked after issuance, then so long as Lessee in good lajth

appeals from such denial or revocation or conducts furher proceedings in an attempl 1o secure such permil or approval, the:

_obligalion to commence such operations shall be suspended until thirty {30) days afier such governmental permit is granted or -

approval given.

19, The Lessee may, at Lessee's option, al any lime surrender and quitclaim this lease as fo ail of the leased premises or a5 lé

any one or more twenly (20) acre subdivisions thereof as herein defined, and shall be released from ajl obligations therealer arising . .

with respect lo the premises surrendered and quitclaimed, and in the case of a pantial surrender and quilclaim all of the rental and

drilling obligalions shall be reduced pro rata. Al any lime afier the completion of the first well, or any subseguent well on the leased

premises, Lessea may cease furlher drilling and if the full number of wells shall not have been drilled Lessee shall thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, except drilling units oceupied by producing il or gas
wells, each of which drilling unils the Lesse may hold subject to the 1erms of this lease until abandoned or unlil the end of the term
thereof, and the exiended term, it renewed as hereinaller provided. Each of said drilling units shall, in each instance, conform to
subdivisions as defined in paragraph 3 hereof. Lessee shall have the fight 10 do such things es may be necessary to keep such
drilling units in 1he highest productive siate, including the right 1o ream, clean oul, deepen, re-work, re-grill, and 1o drill new wells
thereon to other zones in order to maintain or increase production, or to restore production if it shall cease from any cause,

20. Upon the violation by Lessee of any of the teyms, covenanis or conditions of this lease, and failure fo remedy the defauft
wilhin thirty (30) days afier receipt of writlen notice from Lessor o 1o do, then at the oplion of the Lessor 1his lease shall fgrthwith
cease and lerminate, and all rights of the Lessee in and 1o said property shall be at an end as 1o all said properties, excep! that the
Lessee shall have the right to retain and hold under this leass the area surrounding each well producing or being drilled, with respect
to which it is nol in default 1o the same extent and with the same rigits as provided in paragraph 19 hereof in 1he event of & surrender

by the Lessee. The waiver by Lessor of any breach of any covenant or condition hereof shall nol be a waiver of any other or
subsequent breach hereof, nor of any other covenant or condition hereol.

21. Upon surrender by the Lessee of said leased premises in whole or in part or upon the lermination of the Lessee’s rights and
interests in and 1o the leased premises, or any part thereol, in any manner herein provided, the Lessee will guielly and peaceably
surrender possession thereof to the Lessor and agrees 1o release 1o the Lessor, its successors or assigns, all right, title and interest of
lhe Lesses in the leased premises, or the portion thereof in-which the Lessee's righls have terminated as herein provided. In the even!
of a partial release of the property 50 released shall be subjec! to the easements and rights of way herein provided for and appurten-
anl to any part of the leased premises refained by the Lessee, and the Lessee shall furnish 1o the Lessor a map showing the location
of such easements and rights of way. If there are any rights, inlerests, claims, liens or encumbrances conveyed, crealed, done, made
or suffered by the Lessee, or anyone claiming under Lessee at the time of the release, Lessee shall take such aclions, sleps and
proceedings as may be necessary to terminale and extinguish any such rights, interast, liens and encumbrances, failing inwhich,
Lessor may do so at the sole expense of the Lessee, which expense, plus reasonable attorney's fees, Lessee agrees lo pay lo Lessor
on demand. Upan request by Lessor, Lessee shall advise Lessor in wriling thal to the best of Lessea's information, knowledge and
beliel no such rights, interests, claims, liens or encumbrances afiect the lease premises released by Lessee.

22. Deriicks, buildings and other structures, improvements, equipment, machinsry 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 condilions to be kept os performed by the Lessee,
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 from the leased premises all such personal property, except casing in water wells purchased by Lessor; provided, {urther,
that the Lessee may exiend the time within which such personal property may be removed for a period not exceeding six (6}
months from such date of termination by paying 10 the Lessor monthly in advance a rental of Ten Qoflars ($10.00) an acre a month
lor each twenty (20) acre subdivision upen which any such personal property remains. Any such personal property not removed
from said premises within said six (6) months’ period shall become the property of Lessor.

23. The Lessee agrees 1o 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 Lesses; 10 notify Lessor promplly of
discovery of any of said substances in the leased premises and to furnish 10 the Lessor on or before the twentieth day of each month
a true statement, in triplicate, of all production, deliveries and deductions in a form satisfactory to the Lessor. All records of the

operations and productions and sales of said substances from said leased premises shall, at all reasonable times, be open to the
inspeclion of Lessor's agents and representatives.

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

25. Lessee agrees to conduct Lessee’s operations $¢ as to interere as fittle as is consistent with the ecanomical and ordinary
use of the pramises for the purposes herein reserved by the Lessor; lo lay and maintain all pipe lines not less than thirty-six inches
(36”) below the surtace of the ground; 1o fence all sump holes and excavations to safeguard livestock grazing on said land; to
provide substantial gates at points where fences are cut by the Lesses; and to use reasonable care and diligence to prevent the
overflow of oil or waler which may be detrimental to vegetation on those portions of the leased premises which are suitable for
grazing, agricullural or horticutiural purpases.

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

27. Upon termination of this lease in any manner, or if any wall is abandoned the Lessee agrees (o re'evel the surface of the
property Involved, and to fill all abandoned sump holes and excavations made by Lesses; 1o temove all derricks, tanks and tank
supports, and if thera are any plpe lines running from any abandoned well, or any other place on the property, the sama shall be
removed if the Lessor desires, and ditches opened up by removal of the pipe line and the ground made to conform 1o the natural
contour. Lesses will also removae all cement blocks or foundations which may have been placed an the leased premises, and any and
&l other supparts placed by Lessee ar permitted by Lessee Lo ba placed on said leased premises and which, in any manner, interfere

. .28. Lessee agrees lo releasa and to indemnily and save harmless Lessor, tha surface owner of said property, the helrs, -
~ personal represenlatives, successors and assigns of the surface owner, and any corporation affiliated with, owned or controlied by -
‘Sduthem Pacific Company, a corporation, from and against any and all clalms, causes of actian, liability, costs and expenses arising - . -
aut of injuries to, or deaths of, all persuns whamsoever, and loss of, or damage 1o, all property whalsoever, directly or indirectty -
. resulting from ar caused by \he occupancy of, or operations of Lessee on, the leased premises or property adjacent thereto, or the - -
existence of oil wells, gas wells, derricks, pipe lines or tanks or appurlenances ihereof, used by the Lessee on said leased premises of - .-

property ‘adjacent therelo, including, without timiting the generality of the foregaing, the breakage of pipe lines, anks or olher =~ °~

equipment or the escape or loss of oll, pelroleum products, gas, water or fire therefrom.

29. '_L'ess'ee agrees to pay before delinquency all taxes and assessments which have been or shall be fevied and assessad onihe -

minaral sights in the leased premises, and on the buildings, structures, equipment and ather personal propedy or improvements

placed, maintained or used by Lessea on the leased premises, and on the mineral subslances stored thereon and not belonging to g g

Lessar. Lessee may deduct up to one-sixth (1/6th) of the taxes and assessmenis on mineral rights in the leased premises in each
fiscal year, paid by Lessee, from the royaities due and payable to Lessor for production during each successive twelve months'

period subzequent 10 the day and month in such fiscal year on which the first instaliment of such taxes and assessments become - .
delinquent. The above amount of the taxes and assessmenls for a particular fiscal year so paid shalt ba deduclible only from fhe

royalties due and payable during the twelve months' period which immediate'y succeeds the date of delinquency ol the first
installment in such fiscal year. Lessee agrees to pay to Lessor annually, within filleen days after demand, an amount equal 1o five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land overlying or occupied by the
leased premises (except on buildings, structures and other improvements thereon nol owned, mainlained or used by Lessee) for the
fiscal year beginning Juty 1, 19_82 | prorated from DECEMBER 1, 1982 to June 30, 19:83 _ and for each fiscal
year thereafter during the term of this lease. Lessee shali pay any production or severance tax compuled or based upon production
of oil, gas or other mineral subslances which may be imposed by the Federal Government, the Stale of California, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proporiion of said laxes as Lessor's shares of the 1axes on the
mineral rights,

30. Either parly may pay the entire amount of any delinquent taxes or assessments which shall constitute a lien on said leased
premises and which should have been paid before delinquency by the other party as herein provided, and penalties and interest
thereon, and shall be enlitled to reimbursement from the olher party of the part of the taxes and assessments herein agreed to be
paid by such other party, and of the entire amount of Ihe psnalties and interest. Penalties and interest on delinquent taxes and
interest on payments made pursuani 10 this paragraph shall not be apporlioned with the principal amount of laxes and assessments

in making such annual adjustments, but shall bz borne enlirely by the party obligated to pay the tax or assessment before
delinquency.

31. Lessee shall nol commence drilling into or through the leased premises or construct, aller or repair slructures or
improvements of any characler, except emergency repairs, upon said property until alter writlen notice thereo! is given 1o Lessor.
Lessor may post and maintain upon the leased premises notices of non-responsibility as provided by law. Lessee agiees lo pay in full
all persons who perlorm labor or services on, furnish materials joined or affixed to, or provide equipment for, said property, or the
caonstruction, re-construction, repair or placement of any slructure improvement on said propery, al Lessee’s instance or request.
Lessee shall not permit or sulfer liens of any kind or nature 10 be enforced against said property for such labor, services, materials or
equipment. Lessor shall have the right 1o pay any amount required 1o release any such lien or liens, or 10 delend any action brought
theieon, and 1o pay any judgment entered therein and the Lessee shall be liable to the Lessor for all costs, damages and reasonable

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

32 Lessee agrees lo pay to Lessor inlerest at the rate of 10% per annum upon any and all amounts whatsoever due under 1his
lease to Lessor from the date payment of each such amounl is due and owing 1o Lessor or from the date of each breach by Lessee of
an obligation hereunder, as the case may be, to the date of receipt by Lessor of each payment of said amounts, unless such payment
is tendered or_paid to Lessor within 30 days afler the dale a payment is due and owing hereunder 10 Lessor or the date of such
breach, as the case may be.

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

34. All paymenis 1o the Lessor shall be made 1o0.it at One Market Plaza, San Francisco, Caliornia 84105, but Lessor may at any
fime by nulice to Lessee change the place of payment.

35. Any demand, nolice or statement herein requesied or required 1o be given by one parly 1o the other shall be in wriling.
Delivery of such wrillen nolice or statement 10 Lessor-shall be conclusively taken as sufficient if and when dsposiied in the United
States Mail, with poslage thereon fully prepaid, cerlified or registered, addressed 10 Lessor al One Marke! Plaza, San Francisco,
California 84105, and delivery of such notice or statement 1o the Lessee shall be conclusively taken as sufficient if and when
deposited in the United States Mail, with poslage thereon fully prepaid, cerlified or registered, addressed to Lessee at 1000 Trinity
Building, 1801 Broadway, Denver, Colorado B0202. Any party herelo may, by wrilten notice, change his or its address to which such
demands, nolices or slalements may be sent.

36. This instrumenl is a lease and is nol and shall not ever be held or interpreted to be a mining partnership or parinership of
any kind, or in any sense whalsoever; lhe intention of the pariies herelo being fo establish and creale hereby between themsealves

only the relationship of Lessor and Lessee in accordance with the terms, provisions, condilions, covenants, reservations and
agreements_herein set forth.

37, Itis agreed that in case Lessee shall, except by Lessor, be lawfully deprived of the possession of said premises, or any par
thereo!, Lessee shall nolily Lessor in wriling selting forth in full the circumslances in relation thereto, whereupen the Lessor may, a!
its option, either reinstall Lessee in possession of the leased premises or terminale 1his lease as 10 the premises or the part thereof,
the possession of which Lessee is so deprived, by giving nolice in writing to the Lessee o that effect and at the same time paying, or
tendering with such notice, to the Lessee the sum of One Hundred Dollars ($100.00), plus the pro rata amount of any rental, thereto-
fore paid in advance by lhe Lessee under the provisions of paragraph 3 hereof and applicable 10 said premises, or such porion, for

ihe unexpired rental pericd, whereupon no claims for damages of whatsoever kind or character incurred by Lessea by reason’of such
dispossession shali be chargeable against Lessor.

38. It Lesses is adjudicated a bankiupt, or shall make an assignment for the banelit of creditors, or file 8 voluniary petition
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. the Lesse 'hereunder shail be joint and’ several.

aw_ {having fbl' tts purposa tha adjudicalion of Lesses a bankfupt, or ihe extension of time of paymem. composmo
n modl!rcal‘on settlement or salisfaction of the liabllities of Lessee), or a receiver be appointed for the propérty of Lessée
by eason 1. th insolvancy of Lessee, notwithstanding anything to the coplrary elsewhera in the lease, Lessor. shall have'the
i eritirtate: this Ieasa and to lake exclusive possession of the leased premises. The accepianca of, renl o
'e Df Ihé Ieased premrses shall nni consmme a waiuar ol Lessor's right to Iermrnaie lhls Iease as abcwe sel torih

i y one of. 'lhe Lessees or pariners is adjudgad a bankrupt or becomes subject lo or pamclpal
ed herein menlroned ; . - :

the term of ﬂus Iease any wells are bemg dnlled by Lessee on the leased premises
r g or capable of producing ol or gas |n payrng quanlifes, bul arg nof berng producad for reasons auth

ced 1o |nqlude dnll:ng umls as defined in paragraph 3 hersol, occupled by wells produclng ln paying q uan
f ing: dnlled n,tha same acreage sper:lfed in paragraph 3 hereof Iogether wrth the samé-nghls j:!

from Lessee of such rene ai shail be! received by Lessor not more. lhan six (6) months nor Iess than lhlny (30) da;
: m hereof CeH

42 Tma rs of the essence of this lease.

43 Where there [s a gas well or wells on the leased premises or acreage unilized therewilh at any time durmg whtch thls Ieasa
is in effect. and such well or wells are shul-in, Lessee shall pay as royally to Lessor the sum of §1,280. per well per year Sa
paymenl is dué or or before ninely (90) days Irom the date of shut-in or ihe date on which the leased premises or a _portion ihereg
are unilized with lands on which there is a shist-in gas well, and thereafter on or belore the anniversary date of such payment dunng
the period such well or wells are shut-in. Upon said payment it shall ba considered that such well or wells are producrng gas m-
comimiercial quanitites for all purposes hereunder.

writlen.
SUN EXPLORATION
. AND PRODUCTION COMPANY HEADlNG/E
o (Ao 12 [Misorr— e,r/ /

Agent and Attomey-in-Fabt
R

SOUTHERN PACIFIC LAND COMPANY TES/PETHOLEUM CD

LT

Its: C. Little Vice Presid;

CHARLES R MANGUM

STATE OF OKLAHOMA )
COUNTY OF TULSA. )

asrrie

55.

Th‘é.feregcurig instrument was acknowledged before

. me on this 18th day of Febh
by: R G LI;I‘TLE £ 88, VICE PRESTDENT, LANDS, ¢ e

of READING & BATES PETROLEUM CO.

tomQ é@/w«i

Lori F. England - Notary Public
1100 Mid-Continent Building
409 South Boston Avenue

\“

and official seal.

f"ﬁv..

[
Yep,

s o

Tulsa, Oklahoma 74103

BTAYE OF Colorado
COUm OF Denver

The forngolng instrunent was acknovle

" of Januarv 1983, by CHARLES R.
of BUN mwunon ARD FRODU

dged before wa on thig
HARGIM
CTION COMPANY,

hnnd nn.d off:lc.ill seal,

“17th day
s»28 AGENT AWD ATTORREY-TR-FACT

Hotll'] Public %‘(—’Ké

}801 Broadvay, Baite 1000

20

IN WITNESS WHEREOF, the parties hereto have caused lhese presents fo be execuled as of the day and year first here:nahnve -':—' e




EXHIBIT "A"

Attached to and made a part of that certain agreement

‘3'_‘:-_. No. - 05308 dated December 1 , 1882 between

VSOU'I-'HERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION -

COMPANY and READING & BATES PETROLEUM CO.

MDM
Subdivision Sec. Twp. Rge. Acres
% Al 13 30N 52E 640.00
NEY 15 30N  52E 160.00
* NE% 19 30N 52E 160.00
* NEX% 2] 300 5ZE 160.00
A1l 23 - 30R 52E 640,00
* All 25 30N 52E 640.00
“NEX% \_ 27 30N 52E 160.00
* sk of NEY; e 20 30N  52E 80.00
*  NE ' ‘ 31 308 S52E 160.00
: TOTAL 2,800.00

*Reserved Mineral Interests
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