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. ,_ and. balween SOUTHERMN PACIFIC LAND COMPANY, a California corporation, herelnafter called “Lessor”,. and SUN -
... - EXPLORATION AND PRODUCTION COMPANY. As to an undivided 75% Interest, and READING ‘& BATES PETROLEUM CO. as
.. to an" undivided 25% interest, herginalter collectively called “Lesses”.

" does heraby lease to Lesses fod' é'&% lte;{msand purposes hereinatter set forth, all that certain proparty, somellmes herelnafter referred E
e

- ownership thereof) to explore, drill for and to produce, extract, take and remava all oil and gas hereinafter referred to as 'substances’,

. i ;ﬁfsl'year : : of the term hereof, and ennually thereatter, on or befora the first day of each successive year .

[As Aniended July t, 1881 & Oclober 29, 1531}
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THIS LEASE, made In duplicate ihis . FIRST 4., oy  DECEMBER L1982 uy

- WITNESSETH:
i 1._'That Lessor, in consideration of the observanca and falthul performance by Lessee of all lhe provisions contalned herein,

to as “leased premises”, in the ety of _ LANDER /EITREKA . State of NEVADA , more particularly
described on Exhibit "A™ attached hereto and mada a part hereol,
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Subject to easements, leases and restrictions affecting sald property.
For the purposes af this lease, Lesses shali have the right (subject to the provisions hereof and to the extent of Lessors'

contained in said property, to store said substances upon said property, o locale, erect, canstruct, maintain, replace and operate
upon and in said property such facilities and structures {axcept refineries or topping gas planis) as may be necessary in the ]
production, treatment, storage or {ransportation of sald substances from said property, and to appropriate and use such wateras ~ . -
may -be-necessary for the abova oOperations, i

S Resenving unto Lessor, its successors and assigns, the right to construct, maintain and use ditches, flumes, roads, trails, tracks -
-and plpa, telegraph, telephona, slgnal, communication and power lines In, upon, aver and across said property and the right to usa -
sald: property for any-and all other purposes consistent with the rights herein leased to Lessee. ] e
- 2.The term of this iease shall be for twenty-five (26) years, from and after the _FIRST day of DECEMBER - - .
1582 + unless sooner terminated or forfelted, either in whole or in part, as hereinafter provided. TR
'3 Losseo agrees to pay to Lessor a cash rental of $- 6,388.08  in advance on the dats of delivery of this lease for the

of the term hereof & cash rental of $2.00 an acre per annum In advance, provided that rental shall not accrue or be payable for:
- ... {ayeach "drilling unit" upon which there Is & producing ofl or gas well on the date when rental is paalﬁrﬁﬂ 8 ‘
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{bleach 840 acra subdivision within the boundaries of the leased premisas on which drilling is in progress on the date when
fenlal Is payable, or

(c)each 640 acre subdivision upan which thera is a praducing gas well on such data if no il has been discovered in paying
quantities on the leased premises or within affset distancae, as providad in paragraph 16, and Lessea has determined, as
provided in paragraph 15, thal conditions are not such as fo indicate a reasonable prabability of the discovery of oil on the
leased pramises, or

{d)each “drilling unit” an which there is a producing oil or gas wall, for any periad during which Lessee Is prohibited by law, or

by the orders, rules or regulations of a compatant administrativa authority, conslituted by law and not by voluntary
agreement, from producing said substances therefrom,

Unless otherwise designated in an official drilling and spacing order ol a regulatory authority having furisdiction of the slate

In which the leased premises ara located, a “drilling unit* as used in this lease shall be:

(1} a twenty acre subdivision, or less, if the average depth of the producing interval of wells drilled for oil shall not be more
than tour thousand (4,000) feet:

(2)a farty acre subdivision, or less, if the average depth af the producing interval of wells drilled for oil shail be greater than
tour thousand (4,000) feel.

Subject to the terms and provisisns of Sections 14 and 26 of this lease. a twenty (20) acre subdivision as used hetein shafl be
either the North, South, Eazt or West hall of a legal Government oty (40) acre subdivision, a forty (40) acre subdivision as used
herein shall be a legal Government forty (40} acre subdiviston, and a one hundred sixty (160) acre subdivision as used herein shall be
a legal Government one hundred sixty (160) acre subdivision, all according to' the United States survey.

4. Except as herein otherwise provided specifically including Seclion 19 of this lease, ihe Lessee shal cammence drilling an oil
or gas well on the leased premiises on or before live years from date hereol (referred io-in Seclion 4 as “said date™, and shall
continue the work of drilling such well with due diligence until completion. After compfetion of the first well, Lessee shall commence
diilling another well 6n said leased premises wilhin one hundred twenty (120). days and shall conlinuously operate at least one siring
of tools in drilling weils on the leased premises, allowing one hundred twenty (120) days between the completion of one well and the
commencement of the next succeeding well until one oil or Jas well producing from each productive zone has been completed to
each drilling unit; provided, however, that if any well compleled before said date shall prove 1o 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 option, drill in excess of the number herein specified, or the depth 16
which any well may be drilled if Lessee should elect to drill below the depith specified. If Lessee has not commenced drilling of an oil

or gas well on the leased premises on o1 belore live years from the date hereol, the rights, dulies and obligations of Lessor and
Lessee under this lease shall ipso facto terminate.

5. A well shail be deemed completed when (a) formations or-mechanical difficulties are encountered which, in Lessee's
judgement, would render further drilting of said well unprofitable or unsuccessiul, and because of such fact aclive drilling operations
therein are disconlinued, 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 il has been put on reguiar production and is producing ol or gas in quanitites
deemed by Lessee sufficient to pay o pump _or otherwise secure and save.

6. Except as hereinafier provided, Lessee shall deliver to Lessor, as rayally, one-sixth (1/6th) of the et oil, petrofeurn and other
hydrocarbon substances, produced and saved from said leased premises in each calendar month.

Said royalty shall be subject to deduction from the gress product; the quantity that may be consumed in lhe Lessee's
operations hereunder, and ailer making deductions for temperature al 60° Fahrenheit, bottom seltlings and moisture according o
e American Pelroleum Institute methods.

7. Lessee agrees 1o pay to Lessor as royalty one-sixth {1/61h) of the value of natural gas produced and sold from the leased
premises, and one-sixth {1/6th) of the value of residual dry gas sold after the processing of the wel gas produced in wells on the
leased premises, but nothing in this agreement shall require the Lessee to save or market natural gas of residual dry gas unless there
shall be a surplus above luel requirements, and a market at the welf therelor. Such value shall be determined by deducting from the
gross proceeds ol sales of palural gas and residual dry gas the cost ol compressing and delivering the same 1o the pipe line of the
purchaser on Ihe leased premises. Lessee shall not be required 1o pay royalty for any nalural gas or residual dry gas used in Lessee’s
operations on the leased premises. Lessee shall not use any natural gas or residual dry gas ol the leased premises unless and untit
the Lessor and the Lessee shall first agree upon the price to be paid 1o the Lessor for its one-sixth {1/6th) share of such gas.

8. (a) If the wet gas produced from said premises is processed for the purpose ol manufacluring natural gasoiine and/or ather
pelvoleum products then Lessee shall pay to Lessor one-sixth (1/6th} of 1he total value ot afl natural gasoline and/or other petroleum
products recovered and saved from said gas, less the cost of praducing and selling the same, which cost shall include the axpense of
operaling and maintzining the plant and facitilies used in the gathering and processing of said wet gas and the storage and shipping
of said gasoline andfor other pelroleum producis..In_no event, however, shall the to1al of said cost of producing and setling exceed
filty {50) percent of the lotal valye of all natural gasoline and/or other pelroleum products recovered and saved from said wet gas
computed in the manner hereinafter set forth. In computing the value of said gasoline and/or other petroleum products the gasoline
and/or other petroleum products shall, if sold by Lesses 1o third parties. be valued at the respective nel ex-lax prices received by
Lessee Irom the sale thereof at the pfanl or plants where produced. If saig gasoline and/or olher petroleum products are retained by
Lessee for Lesses’s own use, such products shall be valued at the respeclive ex-tax prices posted or established for natural gasoling
of like Reid vapor pressure and/or for other pelroleum products of the same quality produced in the same lisld during the same
calendar month.

(b} N any wet gas produced Irom said premises is sold by Lessea for the purpose of manufacturing natural gasoline and/or
other petroleum products on a basis whereby a royally therein is reserved 1o Lessee, payable in money, then the Lessee shall pay lo
the Lessor one-sixth {1/6th) of the tolal amount of the royalty so reserved 10 Lessee, provided, howaever, that the amount of royalty to
be paid 1o Lessor hereunder shall be not less than one-sixth (1/61h) of fitty (50} percent of the total value of such products so
manufaclured,

{c} In the event wel gas produced from said premises is sold for the purpose of manufacturing natural gasoline and/or other
petroleum producis on a basis whereby a quantity of tha natural gasoline and/or other petroleum products recovered therefrom is
reserved to the Lessee as royally payable in kind, then Lessee shall pay to the Lessor one-sixth {1/61h} of the total value of said
natural-gasoline and/or other petroleum preducts so reserved 1o Lessee, provided, however, that the total amount 1o be paid to
Lessor hereunder shall be not less than one-sixth {1/61h) of lilty (50) percent of the total value of such producls so recovered.

{d) The valve of the natural gascline and/or other potroleum praducts manufactured and recovered under paragraphs {b)
and (c)} above shall be established in the same manner as outlined in paragraph (a) above.

9. Unless Lessor shall elect to receive its royally oil in kind, the Lressee will purchase the foyalty oil from the Lessor {a) at the
highest posted available market price of the oil at the well, or in the *ield in which the wells are situated {effective at the time of
removal from lease tanks) of all such ofl S0 produced and saved by \he Lessee from said wells and removed therefrom during the
preceding calendar month, or (b} in the absence of a posted market price for such oil, the pravaiing market price at the well or in
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the fisld (eHective al the ime of removal from lease tanks} of such ail, or (c) In the absanca of a prevailing market price the actual
price recalved by Lesses for such ol as sald wells, or (d) in the absence of sales by the Lessee at the walls the reasanable valua aof
such oil; provided, however, that if the Lessee disposas of such oil at a price, including bonus, in excess of the posted or prevailing
markst price, tho price to be pald for such royally 0il by the Lessee shall ba the same price, including banus, received hy Lessee.

10. At Lessor's oplion, exercised not oftener than ance in any one (1) calendar year, and upaon sixty (60) days' pravious written
natice, the Lessee will deliver the kind, lree of cost to Lessor, tha sald royalty oil. Should Lessor raquira that rayalty oil be delivered in
kind, Lessee, if requested by Lessor, will, without cost to Lessar, provida storagae tanks on the leassd premises sufficiant to hold an
accumulation of not to exceed thirty (30} days' production of royaity oll and will place said royaity ail in storage for tha Lessor in said
tanks as and when it Is produced. Lessee shall be in no manner responsible or held liable for loss ar destruction of such stored oil
belonging to Lessor from causes over which Lessee has no control. Lassor agrees to remave tha royaity oil so stored from said tanks
as often as may be necessary to keep sufficient space availabte in sald tanks for current accumulations of coyalty oil. No royalty shall
be due the Lessor for or an account of gil lost through evaparation, leakage or otharwise prior to tha remaval of same or delivery to
Lessor, if royalty oif shall be delivered In kind. It Lessea purchasas tha royalty qil, the Lesses may deduct therefrom a praporticnate
part of the aclual reasonable cost of treating unmerchantabla oil praduced from the leased premises to render the same merchant-
able only in the event, howaver, that such oil is treated by the Lessec on or In the immediate vicinity of the leased premises. If the
Lessor shall elect lo receive rayalty oil in kind, such royalty ol shall be of the same quality as that removed from said leased premises
for the Lessee’s own account, and il Lessee's awn oil shall be treated before removed, Lessor’s il will be treated therewitn before
delivery thereof to the Lessor, and Lessor in such event, shall pay a proportionate part of such reasonable cast of treatment.

T
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11. All royalties payable and the price for all such substancas which shall be sald ta the Lessee hereunder, under the terms
hereol, shall be paid by Lessee to Lessor on or before the twentieth day of the calendar month next succeeding that in which delivery
of such substances shall have been made to the Lesses under such sale, and all royalty paid in kind shall be delivered to the Lessor
from time to time as the same is obtained on said premises and stared and handled as herein pravided.

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

: 13. Subject ta the terms and provisions of Seclion 43 of this lease, each producing well, as soon as completed by the Lessee,
é shall be placed upon production and shall thereafter be operated by Lessea diligently and continuously, and in accordance with
, sound oil field praclice. Lesses, [rom time 10 lime as necessary, shall clean out the wells and do 2ny and all ather work required ta 8
i keep them in condition for production and the extraction of ¢il'and gas therefram to best advantage. Except as herein otherwise
i provided, the tLessee will keep each well driiled on the properiies covered by this fease producing to capacity consistent with good
i operating practice.

14. This Lease shall be subject to all laws, statutes, rules and regulations heretofore or hereafter enacted or promulgated to
control, suspend or conserve ail or gas and oil or gas operalions, and, also to any general agreement which Lessea may in good faith
enter into with other operators in the field in which the leased premises are siluated, for a fike purpose; and if compliance by the
Lessee with such laws, statutes, rules or regulations or with any such agreement shall hinder, delay or interfere with the carrying out
g of any provisions of this lease, Lessee shall no! ba considered in default or be liable to Lessor for any damage or injury sutfered or
sustained on account thereol, nor shall Lessee's rights be subject to farfeiture by reason thereol, notwithstanding any provisions of
this lease; provided, thal such agreements affecting the leased premises shall not be for periods greater than one (1) year without the
Lessor's written consent, and provided, further, that no such agreement shall authorize Lesses to discriminate against said leased
: oremises in favor of any other properties owned, leased or operated by tha Lessee in the same field, nor excuse such discrimination
aither in the drilling or producing obligations of the Lessee hereunder. Lessee will furnish Lessor with copies of any written
3 agreement for the volunlary curlailment of said production, and if there are no such agreements, Lessee shall fumish Lessor with
- copies of orders of the Ol Umpire, or any cther authority having the power to make orders for volunary curailment. The Lessee
shall not be considered in default because of any acts done pursuant o or in reliance of any law or statute, rule or regulation, here-
after declared unconslitutional or void prior lo a delermination of such unconstilutionality or invalidity by a court of last resort.

: 5. If gas is discovered in any well in paying quantities and Lessee shall determine that conditions are not such as to indicate a
. reasonable probability of the discovery of oil on the leased premises, then the Lessee shall operate the leased premises for the
preduction of gas. In such event, the drilling obligations shall be reduced so that the Lessee shall be required to drill nol more than
one well to each one hundred sixty (160) acres, or major fragtion thereof. For ihe purpose of this lease, a gas well shall be any well
producing gas only or producing al a gas-oil ralio in excess of len thousand {10,000} cubic feet per bariel, and an 0il well shall be
any well producing at a gas-oil ratio of ten thousand {10,000) cubic feel per barrel or less; provided, however, thal any well, the liquid
production from which is a result of retrograde condensation, shall be considered a gas wefl regardless of the gas-oil ratio. If, at any
later period, oil shall be discovered in paying quantities on the leased premises or in the event tha! cil is discovered in paying
guantities in-any well within ofisel distance, as provided in paragraph 16, of the boundary lines of the leased premises, then ihis lease
shall revive as an oil fease, and all of the conditions herein stipulated as to drilling for oil shall become eflective commencing with
such discovery of oil. Provided, however, the foregoing terms and provision of this Section 15 shall be subject 10 (i) the appficable
rules and regulations of the regulatory authorily having jurisdiction of the state in which the leased premises are located, and (i)
Seclion 3, 14 and 26 of this lease.

16. Subjecl to the terms and provisions of Section 14 and 26 of this lease, in the event an cil well is drilled on adjoining pro-
perty which is not unitized with Lessor lands and completed-in a zone the average depth of which is less than four thousand {4,000)
i feet and within three hundred thirty (330) feet, or is completed in a zone the average depth of which is greater than four thousand
{4,000) feet and within six hundred sixty (660) feel, or in the event that a gas well is completed on adjoining property which is not
unitized with Lessor lands within thirleen hundred twenty (1,320 feet of the exterior limits of any properly at the time embraced in
this lease in each instance and oil or gas is produced thereirom in paying quanitites for a pariod of thirty (30) days, and the drilting
requirements under this lease are not fully complied with,and the owner of such well shall operate the sama and market the oil or gas
therefrom, then, unless there is a well then being drilled or on production on the leased premises within the applicable olfset distance
from the common boundary line, the Lessee agrees to offset such well by the commencement of drilling operations within sixty (80)
days thereafter In ihe leased premises, and complete it at approximately the same distance from the common boundary line as said
well on the adjoining property Is completed, and proceed diligently and continuously to drill and complete said offset well 1o the zone
from which such we!l on the adjoining property is producing; provided, however, that in the avent Lessee is drilling an oil or gas well
upon the leased premises at the time of discovery of cil or gas on the adjocining property, ihe time for commencing the drilling of an
offset well shall be extended uniil ninety (90) days after the completion or abandonment of said well then being drilled by Lessee on
the leased premises; provided, howsver, that in no event shall said tima be extended bayond six (6) months afler the completion ot
the well on the adjoining property. For the purpose of salisfying drilling obligations hereunder, offset wells shall be considered as
other wells required 1o be drilled hereunder; provided, always that Lessee agrees 10 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 etfectively to ofisat production from
wells on such adjoining properly and prevent dralrage from the leased premises.

anBd

17. Driliing and producing operations hersunder may be suspended whils the price offered generally to producers in the same
field for oil of a gravity of 14° American Petroleum Institute Scafe, or of any higher gravity, at 60° Fahrenheit shall fall below One
L Dallar (§1.00) per barrel at tha wells; provided, however, that drilling or production from offset wells shell not be suspended on the
e : leased premises unless the offsaiting wells on the edjoining premises also discontinue producing.
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18. Any abligations, cevenants or conditions imposed upan the Lassee shall be suspended only whila Lessea's complianca is
prevented by the elements, declared or undeclared war, fire, accidents, strikes, lockouts, riols, dalays in transportation, inability to
secure matarials, labar, drilling equipment or transportation (n the open market, or interfarence by Governmental action, or any ather
cause beyond the mascnable control af the Lesses. whelher similar or dissimilar to the causes specificalty mentioned. If such
suspeansion occurs, tha payment of any delay rental during such suspension shall ba excused and the jease term shall be extended
for a period of time equal to the perlod of such suspansion and any such extention of the lease term. Lessea may resume tha
payment or tender of rentals in accordance with Paragraph 3 hereof after the perlod of suspansion the proportionata part of the
rentat for the rentat year remaining atter such perlod of suspension. Leasea's obligation to pay royalty on oit and gas production
produced, saved and markeled shall never be suspended undar this paragraph. Whenaver Lessee would otherwise be required to
surrender any of the leased premises as an alternative to the parformance of any obtigation under this lease and such obligation is so
suspended, then so long as such performance Is suspended under this paragraph ar other pravision of this tease, Lessea shall not ba -
required to surrender any portion of the leased pramises.

If the permission or approval of any governmental agency is necessary befora drilling or other operations ¢an ba lawfully
commenced on the leased premises, then it such permission ar approvat has been applied far at least thirty {30} days prior to the:
date upon which such oparations must be carnmenced under the terms hereof, the obligation to commence such operations shall be
suspended until thirty (30) days after the gavernmental permit is granted or approval given. If such permit or approvat is denled
initially or at any time during the approval or permitting process ar is revaked afler issuance, then so long as Lessee in good failh
appeals from such denial or revocation or conducts further proceedings in an attempt to secure such permit or appraval, the

obligation to cammence such operalions shall be suspended until thirty (30} days after such govarnmental permit is granted ar
appraval given,

19. The Lessee may, al Lessee’s opticn, at any time surrander and quitclaim this leasa 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 therealter arising
with respect to the premises surrendered and quitclaimed, and in the case of & partial surrender and quitclaim all of the rental and
drilling gbligations shall be reduced pro rata. At any time after the completion of the first well, or any subsequent well onihe leased
premises, Lessee may ceasa further drilling and if the full number of wells shall not have been drilled Lessee shal! thereupon surren-
der, and this lease shall thereupon terminate as to all of the leased premises, axcept drilling units occupied by pioducing oil or gas
wells, each of which drilling units the Lesse may hold subject 1o the terms of this lease until abandoned or until tha end of the term
thereof, and the extended term, if renewed as hereinafter provided. Each of said drilling units shall, in each instance, 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 (o 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 1o restosre production if it shall cease from any cause.

R

20. Upon the violation by Lessee of any of the terms, covenanis or conditions of this lease, and failure to remedy the default
within thirty (30} days after recelpt of written notice fram Lessor so Lo do, then at the oplion of the Lessor this lease shall forthwith !
cease and terminate, and all rijhts of the Lessee in and lo said property shall be at an end as to all said properties, except that the
Lessee shall have the right to retain and hold under this lease the area surreunding each well producing or being drilled, with respect
ta which it is not in default to the same extent and with the 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 shall not be a waiver of any other or
subsequent breach hereof, naor of any other covenant or condition hereof.

FRR
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21. Upon surrender by the Lessee of said leased premises in whole or in panl or upon the termination of the Lessee’s righls 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 to release to the Lessor, its successors or assigns, all right, title and interest of
the Lessee in the leased premises, or the portion thereof in which the Lessee's righls have terminated as herein provided. In the avent
of a partial release of the property so released shall be subject to the easements and rights of way herein provided tor and eppurten-
ant lo any part of the leased premises retained by the Lessee, and the Lessee shall furnish to the Lessor a map showing the location E
of such easements and righls of way. Il there are any righls, interests, claims, liens or encumbrances conveyed, crealed, done, made ; 7
or suffered by the Lessee, or anycne claiming under Lessee at the time of the release, Lessea shall take such actions, steps and
proceedings as may be necessary lo terminale and exlinguish any such righls, interest, liens and encumbrances, failing inwhich,
Lessor may do so at the sole expense of the Lessee, which expense, plus reasonable allorney’s fees, Lessee agrees 1o pay 1o Lessor
on demand. Upon request by Lessor, Lessee shall advise Lessor in writing that to the best of Lessee’s information, knowledge and
beliet no such rights, interests, claims, liens or encumbrances aflect the lease premises released by Lessee.

22 Derricks, buildings and other structures, improvements, equipment, machinery and appliances placed by the Lessee on or
in the demised premises shall be and remain the personal property of the Lesses, and provided no default shall at such time exist in
respect of any payments or renlals or in respect of any covenants, agreements or conditions to be kept or performed by the Lessee,
the Lessee shall have the righl during the term hereof, or at any time within sixty (80) days after the date of termination of this lease
te remova from the leased premises all such personal property, except casing in water wells purchased by Lessor; provided, further,
; that the Lessee may exlend 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 lo 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 persenal property remains. Any such personal property not removed
from said premises within said six (6) monihs' period shall become the property of Lessor.

23. The Lessee agrees to keep full records of the operalions upon and production and sales of said substances from said
leased premises independently of and separate from any other premises operaled by the Lessee; to notify Lessor prompily of
discovery of any of said substances in the leased premises and 1o furnish to the Lessor on or before the twentieth day of each manth
a true statement, in triplicate, ol 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
inspection of Lessor's agents and representatives.

i,

24. Lessee will keep an accurate log and casing record showing the progress of drilling, character of formations encountered
or drilled through, and ¢asing 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 abandenment of each well, and a true copy of all surface and subsurface surveys made of each
well drilled under this lease. Lessee will furnish all reasonable facltities for making such observations, measurements and records as
the Lessor may desire and Lessor's duly appointed agents and representalives shall have free ang full access at their sole cost, risk
and expense to-all of the wells and works and to all property in and upen said leased premises.

25. Lessee agrees to conduct Lessee's operalions so as to interfere as little as is consistent with the economical and ordinary
use of the premises for the purposes herein resarved by the Lessor; to lay and maintain all pipe lines not less than thirty-six inches
{36”) below the surface of the ground; to fence all sump holes and excavations 10 safeguard livestock grazing on said land; to
provide subslantial gates at poinls where fences are cut by the Lessee; and o use reasonable care and diligence to prevant the
i overlow of oil or water which may be detrimental to vegetation on those porions of the leased premises which are suilable for
g grazing, egricultvral or horticultural purposes.

26. Lessee shall carry on Lessee’s operalions hereunder in a careful and workmanlike manngr, Lessee shall comply with any
and all applicable valid slatules, ordinances and governmenlal orders and regutations peraining 1o the exercise of rights leased here-
under and shall furnish such evidence of Lessee’s compliance therewith a3 may be required by Lessor. Lesses shall furnish evidencs ;
satisfaclory to Lessor that abandoned wells have been properly abandoned in compliance with applicable stalutes, ordinances and '

governmental orders and regulations. ™, 500K [ | 2 PAGE l 8 u .
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27. Upon termination of this lease In any manner, of if any wall Is abandoned ihe Lessea agreas lo relevel the surface of the

property involved, and to fill all abandoned sump holes and excavations mads by Lessee; to remove all derricks, tanks and tank
supponts, and if there are any pipe lines running from any abandoned well, ar any othar place on tha property, the same shall be
removed [ the Lessor deslres, and ditches opened up by removal af the pipe line and 1he ground made 1o canform to the natural
cantour. Lessee will also remove all cement blocks or faundations which may have been placed on the leased premises, and any and

all other supports placed by Lesses or permitted by Lessee to ba placed on said leasad premises and which, in any manner, inlerfere
with the use thereof.

i
D
3
3
1
3
3

28. Lesses agrees 10 release and to indemnify and save harmless Lessor, the surface owner of said property, tha heirs,
personal represantatives, successors and assigns of the surface owner, and any corparation aftiliated with, owned or controlled by
Southern Pacific Company, a Carpaoration, fram and against any and all claims, causes af actlan, liability, costs and expenses arising L
out of injuries to, or deaths of. all parsons whomsoaver, and loss of, or damage 1o, all property whatsoaver, directly or indirectly
resulting from or caused by the occupancy of, or operations of Lessea an, the leased premises ar property adjacent thereto, or the
axistenca of oil walis, gas wells, derricks, plpe lines or tanks or appurtenances thereol, used by the Lessea on sald (eased premises or
property adjacent thereto, inciuding, wilthout limiting the generality of the foregaing, the breakage of pipe lines, tanks or other
equipment or the escape or loss of oil, petroleum products, gas, water or fire therafrom,

29. Lessee agrees lo pay befare delinquency all laxes and assessmenis which have been or shall be levied and assessed on the
mineral rights in the leased premises. and on the buildings, structures, equipment and other persanal property or improvements
placed, maintained or used by Lesseg an the leased premises, and on lhe mineral subsiances stored therean and nat belonging to
Lessor. Lesses may deduct up te ane-sixth {1/6th) of the taxes and assessments on mineral rights in the leased premises in each
fiscal year, paid by Lesses, from the royalties due and payable lo Lessor for production during each successive twelve months’
period subsequent to the day and month in such fiscal year an which the first installment of such taxes and assessmenis became
delinquent. The above amount of the taxes and assessments for a particular fiscal year so paid shall ba deductible only from the
royalties due and payable during the twelve months' period which immediately succeeds the date of delinquency. of the first
installment in such fiscal year. Lessee agrees to pay to Lessor annually, within fifleen days after demand, an amaount equal to five-
sixths of the real property taxes and assessments paid by Southern Pacific Land Company on the land averlying or occupied by the
leased premises (except on buiidings, structures and other improvements t n not owned, maintained or ysed by Lessea) for the
fiscal year beginning July 1. 19 2 prorated from DECE}%B%E"T’ lagﬁo to June 30, t9 gi ar)lld ta- en').:n fiscal
year thereafter during the term of this lease. Lessee shall pay any production or severance tax computed or based upon production
of oil, gas or other mineral substances which may be imposed by the Federal Government, the State of Califomnia, or any of its

political subdivisions, and Lessor shall reimburse Lessee for the same proportion of said taxes as Lessor's shares of the taxes on the
mineral rights.

3 30. Either party may pay the entire amount of any delinquent taxes or assessments which shali constitute a lien on said leased
3 premises and which should have been paid before delinquency by the other party as herein provided, and penalties and interest
3 thereon, and shall be entilled to reimbursement from the ather party of the part af the taxes and assessments herein agreed to be
paid by such other party, and of the entire amount of the penaities and interest. Penalties and interest on delinquent taxes and
3 interest on payments made pursuant to this paragraph shall not be apportioned with the principal amount of taxes and assessmernts

3 in making such annuat adjustments, but shalf be borme entirely by tha party obligated ta pay the tax or assessment before
3 delinquency.

31. Lessee shall not commence drilling into or thraugh the leased premises or construcl, alter or repair strucluses or
improvements of any characler, except emergency repairs, upon said property until after written nolice thereof is given to Lessor.
Lessor may post and maintain upon the leased premises nolices of non-responsibility as provided by law. Lessee agrees to pay in full
all persgns who perform labor or services on, furnish materials joined or alfixed to, or provide equipment for, said property, or the
constrection, re-construclion, repair or placement of any structure improvement on said property, at Lessee’s instance or request.
Lesses shall not permit or suffer liens of any kind or nalture to be enforced against said property for such labor, services, materials or
equipment. Lessor shall hava the right to pay any amount required 1o release any such tien or liens, or 1o defend any action brought
thereon, and e pay any judgment entered therein and the Lessee shall be liable 1o the Lessor for all cosis, damages and reasonable

attomey’s fees, and any amounis expended in defending any proceedings, or in the payment of any of said liens or any judgement
obtained therelor.

L A RS

32. Lessee agiees to pay 10 Lessor interest at the rale of 10% per annum upon any and all amounts whalsoever due under this
lease 1o Lessor from the date payment of each such amount is due and owing to Lessor or from the date of each breach by Lessee of
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 lendered or paid to Lessor within 30 days after the dale a payment is due and owing hereunder 1o Lessor or the date of such
breach, as the case may be.

33. 11 Lessor shall bring suit to compel perfarmance of, or to recover for breach of any covenant or condition herein contained,

or for declaratory relief, and prevails therein, Lessee agrees to pay to Lessor reasonable attomey fees in addition 1o the amount of
i judgment and cosls.

34. All payments to the Lessor shall be made to it al One Market Plaza, 3an Francisco, California 84105, but Lessor may at any
time by nolice 1o kessee change the place of paymen.

35. Any demand, nolice or statement herein requested or required to be given by one party to the other shall be in writing.
Delivery of such written notice or stalement to Lessor shall be conclusively taken as sufficient if and when deposited in the United
States Mail, with postage thereon fully prepaid, certified or registered, addressed to Lessor al One Market Plaza, San Francisco,
Californja 94105, and delivery of such nolice or statement 1o the Lessee shall be conclusively taken as sufficient if and whan
deposited in the Uniled Stales Mail, wilh postage thereon fully prepaid, certilied or registered, addressed lo Lessee at 1000 Trinity

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

38. This instrument is a lease and is nol and shall nol ever be held or interpreted to ba a mining parinership or partnership of
any kind, or in any sense whatsoever: the intention of the parties hereto being to establish and ereale hereby between themselves

only the relationship of Lessor and Lessee in accordance with the lerms, provisions, conditions, covenants, resarvations and
agreements hergin set-forth.

37. Itis agreed that in case Lessee shall, excep! by Lessor, be lawfully deprived of the possession of said premises, or any part
thereof, Lessea shall notify Lessor in writing setling forth in full the circumstances in relation tharato, whereupon the Lessor may, at/’
its option, either reinstall Lessee In possession of the leased premises or terminate this leasz 22 5 s premises or the pari thereof,
... e possession of which Lessee Is 50 deprived, by giving nolica in wiiling to the Lessee to that effect and at the sama tima paying, or
) tendering with such notice, to the Lessee the sum of One Hundred Doltars ($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 sald premises. or such portion, for
the unexpired rental period, whereupon no claims for damages of whatsosver kind or character incurred by Lessee by reason of such
dispossassion shall be chargeable against Lessor.

38 It Lessee is adjudicated a bankrupt, or shall make an assignment for the benefil of creditors, or file a voluntary petition
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utder any law {(having for its purpose the adjudicalion of Lessee a bankrupt, or the exiension of lima of payment, composition,

adjustmant, modification, satilement or satisfaction of the liabilitles of Lasses), or a recelver be appointed for the property of Lessee

’ by reason of the insclvency of Lesses, notwithstanding anylhing to the contrary elsewhere in the leass, Lessor shall have the

o Immediate right to lerminate ihis tease and to laka exclusive possession of the leased premises. The acceptance of rent or other

: payments for the use of the leasad premises shall not constitute a waiver of Lessor's right to terminate this lease as above set forth, if

there are two or more Lessees hereunder, or il Lessee is a partnership, then the right of Lessor to terminate the entire leasa shall be

axetcisable In casa any one of the Lassees or partners is adjudged a bankrupt or becomes subject to or pamclpales in any other
proceedings or procedura herein mentioned.

39. i1, 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 capabla of producing oll or gas in paying quantities, but ara nol belng produced for reasons authorized under
this Jeass, Lessae shall have the option of renewing this lease as long thereafier as such substances ara produced or capable of
belng produced to include drilling units 1s dafined in paragraph 3 hereof, occupled by wells producing in paying quanlities or wells
in process of baing drilled on the same acreage specified in paragraph 3 hereof, together with the same rights provided for in
paragraph 19, on and subject to the same royallies, lerms, covenants and condilions as are herein specified; provided, writlen notice
from Lessee of such renswal shall ba received by Lessor not more than six {8) months nor less than thirly (30) days prier to the
expiration of the original term hereof.

40. This fease shall inure to the benefit of and be binding upon the respective heirs, adminisirators, execulors, successors and
assigns of the parties hereto, but no assignment of this lease, or any sub-lease or agreement aifecting ihis lease, or the leased
premises, or any interest therein, shalt be valid, unless made with the consent of Lessor in wriling, and no change in ownership in the
land or in the renlals or royalties shall be binding on Lessee until Lessee shall have received writlen notice of such transter or
assignment. All covenants, agreements and stipwalions herein contained shall run with the property.

L 41. M there be more than one Lessee named herein the term “Lesses” shall designate the plural number, and the obligations of
’ the Lessee hereunder shall be joint and several.

i 42 Time is of the essence of this lease.

43. Where there is a gas well or wells on the leased premises or acreage unitized therewith at any time during which this lease
is in effect, and such well or wells are shul-in, Lessee shall pay as royalty 1o Lessor the sum of $1,280. per well per year. Said
paymenl is due en or belore ninety (80) days from the dale of shul-in or the date on which the leased premises or a portion thereof
- are unitized with lands on which there is a shul-in gas well, and thereafter on or before the anniversary date of such payment during
. j; the period such well or wells are shut-in. Upon said payment it shall be considered thal such well or wells ars producing gas in

: commercial quanitites for all purposes hereunder.

IN WITNESS 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 & Bl ES PETAQLEUM CO. :.: -
N A 3

. By: . ! Br/- LN L LA L T

MERAL MAwT s Agent and Attornay-in-Fa h

CRAZLES R. MmoéuM Hs: R G L, Vot Pttty e

3 Stephen &, htmn}arl. m:-uq.
; . f?;‘ <
E i a
U oS

STATE OF OKLAHOMA

COUNTY OF T‘l‘.ll!.:.“.‘»A -
l ’ 6 .m:e. g-instrument was acknowledged before me on this 18th day of February, 1983,
by R WJF Y:.ﬁ VICE PRESIDENT LANDS of READING & BATES PETROLEUM Ca.
W \‘.* e ’ S, ('\ K '-\
3-"ﬂlﬁ"ﬁ§§ Imehand ‘and official sesy g %
RN Y TERAY : y t:, ,&1-
Bk -oli—s““‘c"\ i ':7‘.: / Q"F‘ AL Lynne E./Vlumlee - Notary Public o &
C My Cofl 1100 Mid-Continent Bldg., 409 S. Boston Ave|’
* -E rés:
i E!Z %0&9’8 %i \f:xed Tulsa, Oklahoma 74103
2oL, o BTATE OF 00—1;1:1&0 T e LT e

GOURTIOP Deaver - - } ' g
" The totegolng instrument was acknowledged Before me on thll 17th d.y ER

‘of January » 1983, by CHARLES R. HANGEH.u AGENT ARD mﬁ?—‘-ﬁ-mcr

f_VBUN mmmnon AND FRODUCTION COMPAKNY.

'HI‘!'EEBB ny hand and ofﬁd.al lul.

2 March3,1585 . :

1801 Brosdway, Suite 1000
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"EXHIBIT "A“ “"

IU Hn EHY!’"E‘
Attached to and made a,part bf that certain agreement

05884

No. dated December 1 , 1982 between

SOUTHERN PACIFIC LAND COMPANY and SUN EXPLORATION AND PRODUCTION

COMPANY and READING & BATES PETROLEUM CO.

MDM

Subdivision Sec. Twp. Rge. Acres
* A1 27 298  4BE 640.00
* All 29 29N  4BE 640.00
* All 31 29N 4BE- --oc - - 634,04
* All 33 29N 4BE-. .. . a2, 640.00
* A1l 35 298 4BE . 640.00
TOTAL 3,194.04
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Interests Lo~
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STATE OF CALIFORNIA f - Ioa- -
Ciry end County of Sen Froneiseo §

*Reserved lb:nera%
8V

onhis_20th day of December in the veor One Thousand Nine Hundred and Eighry _ TWO before
e, JANETTE LEA CABRAL @ Notary Public in and for the Ciiy ond Couniy of San Francisco, State of California, personally appeared

(One Market Plaza) R, A. Berger

Katowen 1o mic to be the . V.‘lCE pres“ﬂent and General Manager

NOTARY PURIC.CA SENRMIA aned ___he ___ ocknowledged to me that such corporation ___executed the same,

PRILLIFAL FJCEEE{}NEIUSP.ESS (1] ! 7
T R EAtISE0 IV WITNESS WHEREOF, 1 have hereunto set iy hand and affixed my official seal at

-
g}:;:ﬂ?ﬂﬁﬂjeﬁyﬂiiaj;. my office in the City and Conmty of San Francisco, the day and year in this certificate first above
abuye written,

" BaK 172 Phee 1 87

: of Hie verporation e :.qu u' i gtnd .rlral cveented the within btrment, and el Riown
; ey jhi'\"l T: 1FA CABRAL io me to fe the person __ who excewted §t on beliglf of the comporation thercin naned
%

Corporation

i I ﬁ!u'mm




~ !
L - \:‘\".

- T T REOORD_ ﬁEq_g.gsNr%% BY sook 224 meeH14

Fl

83 MAYIE afl: 01

116832 s
RAYE K.FAGG - E
RECORDER T T
FEE /% oep L En
- RECORDED AT REQUEST OF
- G Explaralion+ Produdlom Co-
BOOK.| 112 race 18] S W_)
g3JuLer all:d7 I
QFFICiAL RECORDS .
EUREK A COBNTY, HEVADA SUN EXPLORATION AND PRODUCTION
WK, REBALEAng%LE © COMPANY

SUN %;gl ORATION
b/p - Aa DCPlﬁN
pP. 0. BOX 340%}34
DALLAS, TX

A

BOOK{ | 2 PAGE| B 8




