REGISTERED, EETURE
TRGEL PT RebolaDs

¥ay 28, 1945,

Peloil Corporation, Ltds,
Lido Petroleum Company and
fullerton 011 Compeny,

Pe 0o Box 179,

Ingleownod, Californise

Centiemens In rey State 011 and Gas
Tenne Hos PeloCe 145e

In reviswing the file on itate 01l and Cas
leage Tioe PelleCe 145, wa find that the lense documsud
weare the date of July 3, 1944.

The Leage, however, was asarded to the Belail
Corporation, Litde, Lide Potrolesum Company and the
Ge Co Field casoline Corporatiom by the Commissisn at
it meoting on May 5, 1644, Thig award iy reilected
in item 2 of the minutes eof the 3lats lands Commisasion
meoting held ¥ay 5, 1944,

Plsage taks notice, itherelore, thai the ef-
footive date of State 0Ll mud U us Leasze Noo Pulele 145
e imy 5, 1944,

Yours vary truly,

J. STUART WATSOE,
Aggistent
Fzeoutive Officsrs




Noe 145 , PuR.Ca

' STATE LAFNDS COMMISSION
gtate of Calilornia

0il and CGas ILease

THIS INDEVTURE OF 1EASE, Made and entered into this third

e i B R . 0, e A

day of  July , 1944, pursuant to Divieion 6 of the Public

. e [

resources Code, Statutes of Culifornin, by and bebween the State of
california, acting by and through the State Iands Commission heréin-
after called the "State®, and Beloll Corporation, Ltd., a cor-

poration; Lido Patrol@um Gompany, a corporation, and 0. G,
leld Gagolin@ corporation, a corporation.

At v o el o e R Bk S e s e S P et

hereinafter callsd the "lesssee®

JTINESSETH: Thet the State in consideration of the rental sand roy-
alty to be paid and the covenants, sonditions, agreements and stip=~
ulations herein contained does hereby lease unto the Lessce that certain

tract of = = = = - - ~tide and submerged - - - - = - = land, situate

in the County of Ventura , State of California, ond more
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particularly described as falliiﬁk

Gﬁ%gg;gg'Description of Parcels & and R

Heginning at a point on the ordinary high water mark of the Pacific Ocean
at the most easterly corner of State (il and Ges Lease No. 52 in the

Rincon 0il FTield which point bears §. 89° 48% 30" W. 4225,20 feet and g, 38°
44 T, 11%6.1@ feet from the corner common to Sec%ions‘B,'Q, 18 and 17,

Te 3 Wo, Re 24 We, SeBsMe thence §. 51° 16' W, 1548,651 to a point, thence
N. 389 44t W, 843,83 feet to a point thence N 51° 181 B, 518,22 feet to a
point, thence N, 38° 44t W, 843,83 feet to o point on the sputheasterly
boundary of %@ase Nos 48, thence along said southeasterly boundary of Lease
Hoe 48 8 517 161 We 3297427 feet to the southeasberly corner of sald Lease
Mos 48 thence §. 2300 feet to a point, thence E, 2445,47% %o a point thence
We 51° 18t B, 3797.,05,.fest to the ordinary high water mark of the Pacific
Ocean, thenee meandering along the ordinary high weter mark of- the Pacific
Ocean Fe 399 37t W, 303,75 feet, Ne 390 40v 30" W, 669,88 feet, thence N,
330 410 30" W. 666,11 feet to point of beginning, |

and containing approximetely 346 acresy




The Serw of this Lease shall continue for a meriod of twenby (22)

. K T R T A e e - PR R Sae s ol 3 .
vears [rom end after the dabe hereol, bub sued bteym mas e therealber ex-

s

conditions ane for such period of Lime as

o bhe follow

1. The Lessec shall aowve the sole an sxolusive viohbh th prosnect

for, drill for, »roduce, 2nd Soke oll and zs only Iro: the dewised

£2s The Lessee asrgrees Lo pay to the State annuclly in sdvance,
o semm b o - g

as renbel the sua of _Wiye and. po. ene-hupdredbhs Dollars, per scre
( §§,00 _‘) Dollars, whiehh rentol shell be credited apainst Tthe

roveltics, if eny, os they accrus for © wiich such rental
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is paid; to way Vo the Stute in woney & rovalty in accordence with the
formula abiteched herebo, marked Bxzhibilt B, and by reference made a
eyt hereol, on the oil sroduced ond susved fros szeh vell; o on
demand, The Stabetls rovalty in oll, deterained in acccordance with said

Txhindt T, o in money, the royalty shall be caloulated upon

the recsonablo svice of She o171 o5 Lhe well o determined hy
the State ) hieh orise ghail nob be leoo uhisy the highest nrice ab

P

which amejor oll cowany bthen buvin oil -0 like grevity ond guelity

i substential ouanibit at

EJ
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the Rincon Qil Fi@id Ln Venhurs C:oun’oyg,
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offerin: for oil of like srovity ang gual ity ab the well,

and it shall “¢ due and oavabls not laber thaon the ZBth dsy of the

calendar wonth folloving is pro-

duced. Yhen naid in kind, the royalty 01l shall be delivered in the
field ond btelzen by the Stabe at the regeliving tonks of the Lessee on

forty-eisght (48) hours' notice by the Lesses that & tunlful of oil
will be veady for delivery. The Lessce nliso agrees to ony to the

. . 3

Shebe, ob the tiaes dnd in the momnsy herein sweeified for the payment




ner cenbun of the frogs market value,

gt Rincon O1l Fieid, Ventura Covnbly,  californie, of 211 dry gas,

natural

sther nroducts extracted and saved from the gas

oroduced from the denised »replses, T sariket valus shell be

the reasoneble maritet value zs flxed by the State, unless such dry ges,
netural gasoline, ond other oroduckts are zold wﬁrsuaﬂt Lo oa sales
contract eocproves by the Shate,

would the Lessss extract from the State's lands sawv wroducts

obher then oil, gas or soline; she Le
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aall dnmsdistely renort

such foet te the Stabte and shall nav to the State therefor o royalty

to be wmubually asresd woon by the narties herebo and viiich shall be
based unon the gross =ariet value of such osroducts in the fileld when
nroduced. oaid pross markeh wvalue shall be such reasonsble markeb
value as shall be fixed by the State,

The Lessee shall pay to the State the 3tabetls royaliy share of
any bonus received by the Lessee from the sale ol any oil, gas, nsbural

gasoline or other products produced hercunder,
The State moy, ab its opbion, fale ibs web or drv royaliy pas,

natural soline wnd any other oyroducts in kind. Delivery thereol

o
[

to be mode ot 2 mamufocturing olant located »roximete to the demised

premises wiere 1t can be nrocessed or ab nloce as the

parties herebo =mav asrse,
So  The 3Jtste resorves Lthe risht to lease or obtherwise disnose
of the surface of the linds embraced within this Lesase,

4, This Lesse mav not be assigned, tronslerred or sublet,

except with the written consent of the State end then only to a persom,

&

gssoclation of persons, or corporabtlom, ~Thwo 2t the time of the proposed
essignment, trenzfer or su lesse, possesses the guelifications providsed

in Division & of the Public Resources fode, Stetutes of Caellifornisz,.
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o bthe assigrmaent, transfer or sube-

+
o

Should the 3ters conscn®t in writing
lebting of this Leases, the Lessee shaell continue to assume, during the
tern of this Lease or sany extension thereol, jointly vith any assignee,

transferee or sub-lessee, responsibilitbty for cownliance with all of

the terms, covenants, conditions, agrecsents end o»rovisions of this

118 Lease mey be svrrendered and terminated, or any portion
of the dendsed oremises msy be surrendered, @s %o any or all separate
and distinet oil zones, unon the »noymsat of a2ll royalties and other
obligations due and paveble to the State, bubt in no event shall such
Lermination be el fective until the Lessee has complied with all of the
Gthen existing laws ond rules end regulations relebive to the abandon~
nent of o0il and gas wells, The State may refuse o pérmit the Lessee
to quitelaim any portion of the demised nremises, 1 in the opinion of
the Stabe, such cultelaimin: would not be iv the best interests of the
Stabe of Californiz,

Ty e - R )
In the event of

perbisl surrender,

nrovided, the portion of
the sreas cuitcelaimed shall be in o comwect form and conbaln tern acres

or multinles thereof, Such cuitelaim shell exwressly zrant to the

Sbate and its Lessees the necessary or convenlent eassnenbts or vi

shigm

of -way through, wndey or over the sorbion not cuibtcleimed, bto nrospect

for, nroduce and Sake oll =znd ros and obther products from such surren=

:

dered areas o zones; nrovided, however, vhal

co the Stote or its Lessee 1T such easement

ot
£
]
fe]
bol
@
m
i

G
o
o]
Q
’—i

wey is expressly gronted
or right-ol=wey shall come within oue hundred (100) feebt from the
perforeved portlon of any well or wells locabted in the demlsed premises
arnd belonging Lo the Luzssee who i ouitelaiming. For esach ten acres
surrendered as Lo one or mors oil zones, the Lesseets obligabions herew

under as to the nunber of v¢lls to be drilled shull be reduced by as
-
e e




nony wells ss sra recuived to be drilled fereunder to o such oll zone

ov zones for esch ten scres of the demised prenises,

iy

o A,

Ja  In the covent the Lessee shell Mril in the porforvances or
ohservance of any of the teims, covensants, nd sbinulallong hereof,
or of the yules and regulelions ol the state now nromwl;abted or ony
reesonatle rules or resulablons which if oav hereofber promulgate
snd if such defeult shell sontinue for s neriod of thirty (30) days
afber written notice thereol to the Lessee, and no steps shall have
been becen within that time, in good faith, to renedy sald deflsulb,
Blier. She State mey cancel seid Leasse svd senber upon the demised
wremises and talie nossession of the sase and 21l facilitvies, tools,
ecuinment and sunslier thercon, for the nurpose of completing and/or
eperabing sald wells, lovld bhe Lesses {oil or refuse Lo operate
the wells or wells in tao runmner mrescribed by the nrovisions of
th;’LS'La@.ﬁe, then the Stabe shall have Uhe right ond oowey Lo operabe
oy shnt down the entire onerablons ol the Lossee upon the demised
premises vnbil such conditions have been corrected; the Lessee hereby

sxoenses incurred by the State incident to such

Gtobe sotlon, The walver of or fallure of the @tabte to scb upon eny
Povfelture shell not provent the cancellation of
this Lease [or sny other cause or for the sane couse gccurring atb
another tine,

Te The Stave cunresslyv reserves the righe to allow, wnd o
combinua to allow 1l and where presently e isting, upon such Lerme as

tlie 8tabe oy determine, thoe jolnt or several use of such sascments

or rights-of-way, including, easeqsnts unon, bhroursh, or in the demised

be necesrary or anpropricitc Lfor the werking of any

nravent

entrance




of weber vhrourh wolls driliad to the oil-Decrins cbrats and the de-
sbruction or injury of tho oll ceposits

all valic lows of bho Unibed

G, e Lessee shall comoly w
Stetes rnd of the Stabe of Juliformie and +dith 211 walid ordinances
cibles ond counties apwlicable o the Lesses's operations, ine
cluding without limdwabion by resson of the specifications thereof,
she Lesses's comolisnc. o ith Division O sud 8 of bthe Public Hesources
Cade, Stabutes of Celifr nie, ond such 1ules end resuletions as are,
ar iy e lssued nursuen’ Llherebo,
comnence o~ cations for the drilling of
wells dinto the demised premises, and therenfter diligently continue
with such drilline in accordance with che drilling oprogren attﬁched
nerebo, marked Exbiibit &, ¢nd by rofercnce wade a vars hereofy The
arillin- oblications immosed upon Lessco by the nrovisions of bthis

Lo D <

varagranh snell be suspanded during such btime as the Lessee 1s pre~

vented or hindered

doring therewitih by wvars, sotrikes, riobs,
scube ard unusual labor or ssateriel sherfages, sebs of God, laws,
males snd reguleblons of any federal, state or wunicipal agency or by

to be bevond

2
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such other wusual conditions as the 3tabe maw
the control of the Leossoe,

11, Phe Lessee sholl exercise rsosonable dilisence in the

operation of the wells the nroducts therefron can be obtained

in comvorelsl cuanbtibics o shaell not unreasoncbly or unnocessarily
I

sugnend conbinuous ovor. 1ors ewcept will the consent of the Btute.

A1l omerstions herevnder si-1l be corrind on in & dreper and worknan=

lilke manner in eccordence with approved tuods z2pd vith due regard
for the nrobection of the safeby and health of worlmen,

or and agrees to indemnify the

caused by, orising oubt of, or connected 1ith b

Lessee hereunders

T




13, The Lessac shall; at the fime of execution of this Lease,
farnish eand thereafteor melintain e good and sufficient bond in favor

of the Stabe of (alifornia in the penal sum of  $25,000,00 to

cuarantee tho faithful performence by the Lessee of the terms,
)

covenants and conditions of this Lease ond of the provisions of

[ X

Division € of tho Public Resocurces Code, Stabtubes of Celifornia, and

of the rules end rezulations promulzated thereunder,

14, The Lessoo suall £ile with the Stabve true and correct copies
of all sales contracts for the diszwositlon of oll, gas, asbural gaso=
line end ovher subsbances produced herovunder. Sald coples shall be
cerbified by the Lesses to be true snd corroclt coplos of the originelss
In the event the State shorid elect to take royalty in money instead
of in kind, bthe Lesssc shell not sell or otierwise disnose of the
products vreduced hereunder except in accordance with such sales con-
Bracts or ohher wmethod first apsroved in writing by bhe Stabe,

15, The Lessce shell furnish corrcet and true monthly stetoments
in debveil in suech form as mey be wrescribed by the 3tate, showing with
respect to epmch well, Ghe amount, gravity and market orice ab the well

H
[

of all oil produced, saved snd sold, The amount and gross value of gas

* s

nroducad, sevoed, usod and zoeld and the ooount ond sross velue of natural
& 4 a3 W

=

sasoline or obher srodustbs oroducsd hereunder by the Lossee there-
from during the sreceding calendar month, end the nwebor of deys ecach
o

well is on wroduction, as the basie for compusstien of voyelties due

Chhe Sbebo,

7% N i - - i m ey R . T -~ <k - JONR R
shall xeen brue, corrcet, full ond comlete

rocords and zocounbs ol the cogt of develonment wnd thoe cost of

¥

produchin of om, vooaral rmEo lianw snd ouwor srodechs derlved

from the wells drill @ by bhe Lusses inlo Lae

records ond ascoounts shnll be open and ova

e




Ttimes to the inspectblion and exeminetion of zny person auvthorized by

17, The Lessee does hereby consent to on examination of the
books end records of ny individual, essocicbion or csrpération which
has branstorted for, orp recolved from the Lesses oany oilglg&s, natural
gasoline end ovher products onroduced fram the denised wwromises; and
to the insouetion eb all timcs of the operations of the Lessee with

respeet to the wells, i-orovements, mechinery ond firtburcs used in

comnsetion therewith by any person aubtioecized by the Shates

cluud

18, The Lossee snell malke logs, iz v, ¢lectrie logs and
surveys of the wells ¢rill.d by the Lessae inbo the demised nremisss
in accorcence with The orovisions of ©hnls leass anc in accordence with
apnroved current ﬂractieeé of onecretions of this chzvaster in efTuoch
at the bire it wndertaltes suveh ooerotiond, n? shall »rosobtly file.,
conics of all sueh logs and survers, drillinp. records omd well

obhur related

Gletorive, mnd clso A1) gswcords of wll cores

SN}

informetlion +1th the Stute Londs Cormmiesion. a1l data +1th rosnoch

“hle obh the bimo

foasses doas

herebr vedve bhe stabutory lisdtabions wion the use Lv the Btate, or
toduly suthorizos wowloves of the Sbobe, of env infrwobion filed with
che DHviszon of 031 wond T of the Donorbsaont of Moatural Tosourcces by

the Lussco.  Any ond 10 iwforwmetion filcd 'y tho Lessoo rith tho

gald Divigion of Qaliomd

Stute for the Huryose of wnforein

covenenbs, ant condiftions of thig
now or horeaftoy wromuloibed by the
12, Thaz Lussce shall furnish to bhe Stote detsiled drawings of

all pipe linos cbbechod in exy monnsr ©o She soid wnlls ond roport

we Llem
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any ochon s o adeitions 1) oil, wnd

acasure 11 oes, wheblior o or wob, 1 asccovdancy e orulas

regulations nov oy wromuloebod oy Yhoe Dteto, mrovd

Stab.

and samnle all

and

ona Joond Lussoall sroeducts, and in bhe
cront of o Gasopgrocond brtbueen e 5500 and the Lossoo goncernin
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Shie gualit; of Hhe nil, ses, gasoline ¢ mn./Ol obher
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of supaly of oil :,mi.,/oz pn8 covered dn thiolo or An pard e
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e drilled in accordance with

mey hersafter be vromulosted e Stove, only unon

hall e slant drilled

subsuriace ol the tide or submerzad londs

Lease; and on a course and to an ol:jestive

ate prior to the commencement of suclh drilling.

—

machinery, and any snd all other suricce

u

¢

anplisnces shall be located only upen filled lands or

landg er uplands, and all surface operations shinll be

28e A11 operations under this Lease shall be con

cion of

a monner as te prevent pollution and con’.oonlwn

tidelands or any impairmont of an

or navigation in the waters of any bay oy

1

and po oil, tar, residuar:y vproduct of

from amy vell or works of the

oL Or oecEhn oY any bay or

s b

) . s R TR Soas Taesnen oo
hersof is insolvent, or msles o

for the benefit of creditors, ov ia adjudged

Lessceuts patition in

et

Tion ol Lesseets

jaie

credito S, Or

be levied main Jor o an unraosonable

wpon or acsainst the rights or privileges o

any oil, gas, natural

ioline or other

welle drilled br Lessex oo the

ronson i Lesssets

opLr sl ons
TR

the rules nd remul_+10@

from an upland or littoral drill pite

approved in writing

structures, eguipment,

conducted ther

during the

ausignment of his assets

s 11

nevs or which

Pilled londs or

to and

covered by this

by the

The derriclks,

3
and

upon the lititeral

ducted 1n such

tha ccean and

v ingd

he deposited

inlet thereofls
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or anould sn attachment

langth
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the
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irom the
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Lessee, by the acceptance hereol, hereby gives the State the right,
opticn and privilege to cancel and ferminate this lease and all of the
terms end provisions granted hereby, and all of the rights and privi-
leges of Leossee ir and to or upon the demised premises and in and To
any oil, xas, natural gasoline or other preducts produced and saved

from the dewised nremises by reason of Lesszests operations thereon, and

o

all of Tesseals

and privileges granted by this Lease shall

=1

imnediately cease and teminate and end upon recelpt of writien notice
from the Stabte that the 3tate is s0 exerciging its option,

2%,  The Lessee may use {or such opsiations of Lessests wells in

the demised wremises as are NECESSArY, oil nroduced from Lessesls vells

upon the

=
2
=
)_I
U!
&2
o
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ot
o

used for fuel purposes
ONLY. The Lessee may also use for fuel purposes ONLY, gas produced
Trom Lesseeis wells upon the demised premisss or gas received currenily
in exchange for such gas sgo produced.  Any

L gas producsd from

the Lesseets wells or received currently in

preduced

N

valls 1n the demised premises as are necassary or oY DSCEHLALY Tee«

pressuring of the oil sand or sands from which the well or wells may Da

o~ e

producing.  The 3 ivs opblen shall .e entitled to falke, withotk
vagmment ol compensation therszfory bul ot no expenss to the Lessse,

all survning gas whilch ecannot be morketed by the lesces ot o reasonatle
vrice, Sueh surplus gas as may be telen by the gtat

use of the Stave of California

to delwdrate or clesan

rom owells drilled lote b dsmised premises, the

Lessee shall be entitled to an allowance ol 2otual cost nob ta

2 - ‘ N
excesd 2y cents rer barrel of nelt rovaluy oll so ﬂﬁﬂyﬁ“ ted or sleaned,

or &t such other rate per barrel os the porties hereto mayv mutually

] e




aEras,
28. ILessee shall be empowered 0 s3ll and convey sood title to the

fall smownt of the Statets royalty share of

B
L}
e
baed
b

was, natural pasoline

and obher vroducts produced and saved if sad when such sales have been
approved in writing as herein provided. 211 oil, gas, gasoline or
any cother products produced from the demised premises shall be held

by ﬁhg Tessee in trust for the State until the Lessee shall have

made full rovalty payment to the State thereflor,

27¢ Tais Lesse may be torminated

- of the provisions heree

~

L, upon the mutuzl consent in writing of

of mway be modified or amen
Tthe wparties hereto.
28s  ALlL notices herein provided %o be glven or wilch may be

to

be deemed to have been

in writing wnd deposited in the Unitsd States

tered and postage prepald, and addressed ws follows:

£

(To the Stats):

State Londs
Cellforni

i
Log Angeles, 12, California,

and

(To the Lessee).

Beloil Corporation, Ltd.,
P, O, Box 179,
Inglewood, Califernia.

1

The addresses to which the notices sl

o

11 or may be malled, as afore-

salid, to elther party, shall or meyv be chunped by wrlthen noltice

given by such party to the other as hereinubove provided: but nothing




S

herein contained shall preclude the giving of any such notice by personal
5ervico.

2%« The Lessee agrees to pay, when due, 211 taxes or assessments
lewfully assessed and levied under the lawe of any Stats, County, City
or the United States of America, agoinst improvements or against oil,
soe wnd other produets precduced from the demized premises.

I WITEESS IERDCY, The wsrities hereto have executed this Lease

the date and year first above writlhen

IR

Fresldent
D P

R s

o TR et bt
Zweratary j

.o LIDO FRIBOLETY COMFANY

By

Pregidend

L%
At%est:}?i;zjzﬁfjﬁ;tzizr
&ﬂbqugiaf’Sacrstary

v | v
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EXHIBIT “A®

ek ok ok o
ek ok
3k
#

The failure of the Ltate To enforce any of the conditions or

requirements of this exhibit shall not constitute 2 waiver by the State

of such conditions or reguirementsa

2

The term “operations" as used herein is hereby defined to be the

actual penetration of the ground with a drilling bits

o

e

Any offset well drilled in accerdance with the provisions of

this exhibit shall be drilled from such suvrloce location and to such

bottom hole location as shall be determinved by the Commission,

4:@

In the event any well has been or is completed with any part of

its producing interval within 300 feet from the exterior boundary of this

leage, and if such well is capable of producing oil and/or gas in

commercially profitable quantities then the State may notify the Lesses

in writing to drill an offset well thereto, and within thirty doys from

the date

dritling

of such notice, the Lessee shall commence operations for the

¢l an offselt well on the demised premises Lo bthe same zone es

that zone from which such well is producing or is capable of producing,

oil and/or ZAE .

Se

For the purposes of this sgreement, the existing and prospective

o1l and/or gas zonas in the offshore portion of the Rincon 01l Field are

defined as follows:

Upper Zone. &11 0il and/or gas~bearing strata abeve the
base of the gooiosical "marker", cenerally known through=
out the Rincon 0il Field as the liiley Shale. Said Upper
Zone as herein defined, includes what have sometimes been
called the Top Zone and the Intermediate Zone.

Miley Zone. All o0il and/or gas-bsaring strata between the
base of the Miley Shale and a vertical depth of 2000 feet
below the base of the Viley Shale.



First Deep Zone. A1l oil and/or gas bearing straia between
the basgse ol the Hiley Zone, as defined herein, and a
vertical depth cof 4800 feet bhelow the bass of the Miley
Shale. 8Said First Deep Zone includes the productive oil
bearing strata ocncountered at a depth of appromimatsly 6570
feelt in Chanslor-Canfield Midway 011 Companyis well Hobson
C=9, and at a deptl of approximetely 6440 feet in Richfield
0il Company's well Hobson No. 1 in the upland portion of
the Rincon Field.

Second Deep Zonee All oil and/or gas-bearing strata below
The base of ©the rirst Deep fonme as defined herein, S2id
Second Deep Zone includes the oil=bearing strata encountered
at a depth of approximately 7270 feet in Richfield 0il
Company's well Fee Noes 1 and between depths of approximately
7440 feet and 9337 feet in Chanslor-Canfield Midway 0Ll
Company's ‘well Hobson (=8, and between depths of approxi-
mately 7550 feet and 10,051E feet in Chanslor-Canfield

Midway 0il Companyts well Hobson {~3 in the upland portion
of" the Rincon Field, and also includes all prospective
deeper oil sandse

8, Within sixty (60) days from and after the date of this Lease, the
lessee shall commence operations Por the drilling of a well to the Miley
Zone or, at Lessee's option, to any deeper Zone as defined hersin, and shall
continue diligently therealter with the drilling until such well has pene-
trated the objective zone to & depth sufficlient teo determine the productive
posgibilities of such zone, uanless by mutual written consent of the parties
hereto, it shall be determined that said well should be drilled to o greater
or lesser depth, In drilling said well, an < ootric log of all formations
penetrated shall be made, and rock core samples shall be toeken in order to
identify all of the geological formations and to determine the productive
possibilities of all oil and/or gas zones penetrated by the well, At least
one dip-meter record shall be made during the drilling of the first well.
Coples of all electric-logs, surveys, palescntological reports, dip-meter
rascords, rock core samples and all other drilling data shall be immediately
available to the representatives of the State. In the ewvent that more than
one oil and/or gas zone is indicated by the rock cores and/or electric log,
and the first of such zones tested demonstrates that sueh zone will not
be productive of oil and/or gas in commerciszl quantities, then adequate

zas zonas shall he made

production tests of all other indicated oil &nq/or X

bafore said well is abandoned or drilling operations therein are suspended,

"




7o Tith thirty (30} days from and after the date of completion of the
first well, or the cessation of drilling or testing operations therein, the
Iessse shall commence operations for the drilling of the next well, and
operations for the drilling of sach suceceeding well thereaffer shall be
commenced within thirty (30) days from and after the date of completion or
cessation of drilling of the nreceding well, so that there shall be drilled
iofeaghfcommercially productive oil and/or gas zome, 1f it is mechanically
prazcticable to do so by slant drilling, at least one well Zor the pro@uction
of oll for eaoh;ﬁé%}acres of the area contained in the demised premises; and
at least ons well for the preduction of gas Tor sach 40 acres of Tthe area
contained in the demised premises. At least one dip-meter record shall be
made during the drilling of each wells

8s If the first well completed by the Lessee doeos not penstrate to
a depth sufficient to test the oll possibilifties of the Second Deep Zons,
as defined herein, then within sixz (€) monthe from the date of this Lease,';_
the Tessee shall commence operations for drilling at least one well to a -
depth sufficient to adequately test the oil and/or gas pessibilitics of
sald Second Deep Zone,

9 In the drilling of the first well to the S=zcond Deep Zons, ths
Lessee shall make or cause to be made, snd immediately thereafter the Lesses
shall furnish to the State, paleontological revorits on the rocl-oore

samples taken from said well in order to identify the stratigrophic age and

correlate such formations if possible, with the fermations penetrated by deep
upland wells in the Rincon and/or Padre Canyon an@/or Ventura Avenue 01l

Fielda,




EXHIBIT "B"

The oil royally which the Lesses shall »ay to the 3tats

Pl

ghall be scoordin: .o the folleowing Tornwisa,

P - 36487 1,91

2.5 + L01l8687P

Where U is the rovalty rate in ner cent

avnlicable to the tobtal value of The »ro-

duction of oil from each well during the

i

the avernge dally wroduction of the

el
[N
o

well, determined by dividing the tobal
oroduction for the nonth bw the totel
number of oroduction days of twenty-four

hours each;

provided, however, the Lessee shell nay ot all tines a minimum

;
e

royelty of sizteen ¢ two-thirds (16 2/3) wer cent upen such

avarage daily produ rion.
e SR B3 s s sk o ok o R R

INSTRUCIIONS IO BIDLTW
“Phe last term of the above equation siall be inserted
by the bidder to esteblish the o0il rovalty which the bidder

shall pay to the State.




particularly described as folliiE)\

e

=

ombined Description of Parcels 4 and B

at the most easterly corner of State (il and Gas lLease No. B2 in the

Rincon ©il Field which point bears §. 83° 48t 30" We 4225,20 feet and §. 38°
441 [y 1146610 feet from the corner common to Ssotions B, 9, 16 and 17,

To 3 Na, Re 24 We, SeBeMe thence §. 51° 16% W. 1548.65% to a point, thence
Mo 389 44t W, 843,83 feet to a point thence H. 510 16! T, 516.22 feet to a
point, thence Ne 38° 44t W, 843,83 feet to a point on the southeasterly
boundary of %ease No. 48, thence along said southeasterly boundary of Lease
foe 48 8¢ 5L 16 W, 3297.,27 feet to the southeasterly corner of said Lease
Woe 48 thence $s 2300 feelt Lo o polnt, thence E, 2448.47' to o peint thence
We 519 161 E, 3797.05 feet to the ordinary high water merk of the Pacific
Ocean, thence mesandering along the ordinary high water merlk of- the pacific
Ocean Na 359 371 W, 303475 feet, Ne 39° 401 3on We 669,88 feet, thence No
3350 41" 30" W. 666,11 feet to point of beginning,

and containing approximately 326 acres,
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'STATE LANDS COMMISSION
dtate of Calilornia

0il and Cos Lenase

THIS INDEVNTURE OF IEASE, lade and entered into this

dav ol

et

s LB4 , pursucnt to Division £ of the Public

Rescurces Code, Statutes of Califormia, by nnd bebwesn the State of

falifornia, acting by and through the State Lands Commission heréin-

afher called the “gtate®, and Beleoll Corporation, Ltd., a cor-
poration; Lide Petroleum Company, & corpbration, and O. C.
Field Gasoline Corporation, a corporation.

hereinalter called ths "lLessee";

CITTNEESETH;  That the State in consideration of the vepntal and roye

alty 4o be pald and the covenanbs, conditions, agreements and stip-

ulations herein contained does hereby lease unto the Lesses that certain

fract of =-v~ - - - - - - ~tide and submerged - -~ - - - ~ Jand, situate

in the Countv of Tenturs s State of (elifernia, and more

le




particvlarly described as foziiﬁih

//

////

-

Cﬁ%bined Deseription of Parcels A and B

/Feginning at a point on the ordinary high water mark of the Facific Ocean
&t the most easterly corner of State (il and Gas Lease No. 52 in the
Rincon 0il Field which point bears S. 89° 481 30" W, 4225,20 feet and . 38°
44t Ty 1146410 feet from the ceorner common %o Sections 8, 9, 16 and 17,
To 3 MNe, Re 24 W,, SeBeMe thence S, 51° 161 W, 1548,65' to a point, thence
. 389 44 7, 843,83 feet to a point thence No EB1® 16t B, 516.22 feet to a
point, ‘thence N, 38° 44t 7, 843,83 feet to a point on the southeasterly
boundary of %ﬁase No. 48, thence along sald scutheasterly boundary of Lease
How 48 5. BL7 18% W, 3297.27 feet to the southeasterly cornsr of said Lease
Hos 48 thence 8, 2300 feet to a point,; thence E. 2445.47! to & point thence
He 51 16t E. 3797,05 feet to the ordinary high water mark of the Pacific
Ocean, thence meandering zlong the ordinary high water merk of - the Facific
Ocean Ne 350 37 7, 303,75 fect, Ne 399 a0t 30" W, 869,88 feet, thence N,
330 41" 30" W, 666,11 feet to point of beginning,

and containing approximately 320 acres,

i




The term of this Lease shall continiw for a period of twenty (20)
vears from and after vhe debte heresod, but such term mey be therealter
extended upon such berms and conditions and for sucsh period of time as
the State deems for its best interssts. This Lease shall be subject
to the following terus and conditions,

1. The Lessee ghall have the sole wnd exclusive right To prospest

from the demised

for, drill for, -roduce, and balke oll and zas only
premises.

2, The Lessee agreoes to pay to the State annually in sdvance, as
rental the sum of Five and no one-hundredths (5,00) Dollars, per acre,
which rental shall be credited against the royalties, if anv, as they
accrue for the year for which such rental is paild; to pay to the Stats
in money & royalty in sccordance with the formuls attached hereto,
marked Exhitit B, and by refesrence made a part hereof, on the oil
produced and saved frow cucen well, or on dsmand, the State's royalty in
0il, determined in acceordances with sald Ixhibit B. Vhen paid in money,
the royolhy shall be calculated uvpon the reasonable mariet price of the
oil &t the well =s determined by the Btate, which price shall not be

i1

less than whe hipghest price st which o mejor oll company then buying oil

v

of like gravity snd cuality in svhstantial guantities at the Rincon Cil
Fleld in Venbturse Jounty, California is offering for oil of like gravity
end guality st the well, and it shall be dus and nayable not leter than

the 256th day of the calendar month following the calendar month in which

the oil is produced, Vhen pald in kind, the royalty oil shall be delivered
in the field and taken by the State at the recelving tanlks of the Lessee on
forby-eipht (48) hours! notice by the Lessee that a tankful of oil will

be ready for delivery. Ths Lessec also agreses to pay %o the State,

at the +imes and in the morner herein specii

oD o




2

o 0il, twerty (£0) ner certun of the “ross wriet wanlug,

astural sisoline and otioer sroducts extrected and scved frov the fas

cross carhew volus shall be

w3

wised wrenises.  FTlho

1]

nroduced frow the 4

marizey value ss fixed Ly Lhe State, unless such dryv gas,

W

rovural cosoline ol ooher orodutis frs sold wuarsuant Lo oo sale

i

e B = . AP B SR | [a B
conbroct aymroved by g State.

Y T Lo 3, k ot e aaem N ST 3 de . T e 1w s e o ~
Dhould the Lesseo gxbiroct froc fthe Sbatve s lands 2 wroducts

obher than oil, ~as or revort

1

such: fact Lo the Suate e Stete Lheralor s royalby

B

erobo and viriel shall be

:

to e mubually asrees

based wron the pross maritet value of sw o froluets in the field when
nroduced, Said pross warket wvalue shell be sueh reasonsble wuarket
volue zs shall be Pimed by tihe State,

The Lessee shall nav to the State the State's royaliy share of
sny bonus received by the Lessee from the sale ol any oil, gas, natural
gesoline or other products onroduced hercunder,

The Stabe may, at its ontlon, tale 1ts web or diy royalby gas,
natural gasoline ciad zmy obher oroducts in kind. Delivery thereol
to be wade abt o manulacturing wlanbt lecatod »roximate to ths demised
orevises vhere it cen be processed or at sueh othor wisce as the
parﬁies.hereto MET ANTCe,

3. The Stote reserves the ripht to lease or othervise disHose

i1z embreced within this Leose.

12 surface of the luo
4, This Lease mt. not be assigned, Hrunsferred or subleb,
except with the writter covcent of the “isve and then onlv bto a person,

wpeociablion of versoms, orf corporation, Wi ot the time ol the nroposed

assignment, transfer or sublease, possesses e ifications provided

in Division 6 of the Public Hesources Jode, Stabubes of California.

o L




Should the Stebe consent in writing, To the assignment, transfer or §ubw
letting of this fease, tie Lessse shall conSinue o assume, during the
Bern of bhiz Lease or any extenslon thereof, jolntly vill any assignee,
transleree or sub-legsege, resoonsibility for covnliance with all of

thie beiws, covensants, conditions, sgresaents and »rovisions of this
Lease,

H

s This Lense mav be surrendered snd terminated, or any portion
of the deslsed wrenises aev be surrendered, as To any or all separate

and distinet oil zenes, wion the ooymsnt of all rovalties snd other

obligations due and State, but in no event shall such
terninabion be effective until the Lesses has complied with all of the
then existing lews end rules end reguleations relative to the abandon-
nent of oll and zas wells, The State may refuse to permit the Lesses

to guitelsim any portion of the demised »nremises, if in the opinion of
the Stabte, such cuibelaiming would not be in the best interests of the
Svete of Californias

In The event of partisl surrender, ac nrovided, the portion of

the erea ouitclaimed shell be in & compackt form and conbaln ten acres
o mulbtinles theveol., Sucl sudtelaim shell exwressly pranbt to the

State and its Lesgess the necessary oy convenient easements or rights-

of-way through, witer or over the jortlon nob quitelalmed, bo nrospect

T

for, nroduce and tale oil a8 end other onroducts from such surren-
F . i A

dered areas oy zonesiy w ovided, however, thabt no easenent or wipght-of -
i
wey L6 expreéssly gronved to the Stete or its Lessee 1f such easement

or right-ol-way shall come within ome husdred (100) feet from the

perforeted portion of =

ny 1ell or wells located in the demised premises
and bhelonging to The Lossee vwne 1s culbelaimings For each ben acres
surrendered as ©o one or nore oil zones, the Lesses’s obligebions herew-

wmder as Lo

nunher of wells %o he drilled shull be reduced by as
.‘.'k:‘” )
!




nany wells es are reculved to be drilled hereunder to such oil zone
or zones for sach ben acres of the demised premises,

8, In the eovent the Lessee shall fail in the performance or
ohservance of any of the terms, covenants, end stinulations hereof,
or of the rules znd repgulations of the State now promuliatoed or any
reasonable rules or resulations which it may hereafter promulgate
and 1f such deloult shall continue for e neriocd of thirby (30) days
efter written notice thereol to the lessee, and no steps shall have

1 e

been btelren within Tthat time, in good faith, to remedy sald default,

then the State may cancel sald Lease and enter upon the demised

H et

aremises and Lalie neossession of the same and all facilities, tools,

rurnose of completing and/or

equipment and sunnlier thercon, for

operating saild wells, Should dle Lessee [eil or refuse to operaltsl

vhe wells. or wells in the manner prescribed by the »nrovisions @f

S8tate shell have the right and power to opereve

8wt dewn the enbirs operations of the Leossee upon the demised

gippemises. untll such conditions haveg been correctedy the Lessee liereby

wsEEress o pay all expenses incurred by the Shate incident Lo sueh

Bbwbe acblews The walver of or failure of the gState to web upon eny

particular ceuse of forfeilture shall nol prevent the cancellation of
this Lease [or sny obher cause or for the sane cauvse occurring ab

¥ &
another tine,

7o The Stabe expressly reserves the right to allow, and to

conbinue to 2llow if and where presentbly exisbting, upon such berms as

the Stete muy determine, the joint or several use of such eascment

5
or rights—of-way, including easemsnts upon, bthrough, or in the demised
oremises as may be nescessary or eppropriste for the working of any
Stebe lmds.

8. The Lessee sholl use all reasontble precautions to prevent

waste of oll or zos developed in the demised premises, or the sntrance

ol
w7y .




of wateor throush wolls drilled Lo the oll-besring strate ond the de-

ci’

struction or imjury of the oil

f:*r

9¢ The Lessee shall comply with all valic leaws of the United

.
i

i % } e A 2. 2 L] R T .

the Stete of California and -~ ith 21l valid ordinances
of cities ond countles apnlicable to the Lesses's operations, in-
cluding witheoult 1iaitotion by resson of tho specifications thereof,

the Lessee's comnlienc. with Division & and 6 of the Public Hesources

Code, Stabuvtes of Colifornis, and sush 1ules end repuletions as are,
or moy be issued nursuont theresbo,

10, The Lesseec shall commence overntlons for the drilling of
wolls into the demised presises, and thereafter dilizently continue

2
L

with such drilling in sccordance with the drilling program att%ched

hereto, warked Bxhibit A, end hy referonce wade 2 nart hereofs The
drillin; obligefions imosed upon Lessee by the nrovisions of this

1
i

noeregraph shzll be susponded during such time as the Lessece 1s prem-

verted or hindered frow comnlying there Ly ovars, strikes, riots,
acute and unusuel lsbor or asteriel sheortaec-ss, schbs of fod, laws,

rales and regulabions of any federal, sta5o or municipal agency or by

cF
o
oy

such obthey unusual oomditions o8 may determine ¢ Royvond

the conbrol ol vhe Lezsoe.

The Lesses shall exercise reasonable dilipence in.b

opgration of the wells vhile the products therefron can be obbalned
nell not unreasoncbhly or unnecessarily

snt of the Stobé,

431 operstions hereunder sholl be cerried on in o proper and worknans

like manmner in ccoordance with aporoved metiods and vith due repgerd

_for the wyobeetlon of the safeby ond health of worlmhensg

12, The Lessee shell be lisble for and agrees to indemmifly the
Stabe ageinst eny and wll losscs, demages, clains, dovands or actions
out of, or comnected 1dth the opzrations of the

Lessec horeunders




5. The Lessace sho 1], at the tine of execubion ol this Lease,

furnish ond theresfter mairtalin o zood and suf'ficient bond in favor

of the 8tabte of Culilerniz in the penzl sum of o5 .000.00 o

; hiul performance by the Lessee of the terms,

puaranteoe the

oy
-z

covenanbs end conditions of this Loase cad of the »rovisions of
Division 6 of %he Public Resources Code, Statutes of Jslifornia, and
of the rules and remulations vromulgated thereunder.

14, Thu Lessoe shell file with the 3tate btrue and corrscet copies
of all selos contracts for the digvosition of oil, gas, nebural goaso-
line ead other substances preduced hercunder., Said éopics shall be
certified by the Lessec to be true end correct covnics of the originals,
In the event the Stete rchould elect to telke rvoyalty in money instead
of in kind, the Lessee chall not sell or otherwisc disnose of the
products produced hereurder except in accordance witd such sales cone-
tracts or other wmethed lirsh sporoved v writing by bhe dtate,

156, The Lessco shall furnish correct and true monthly statoments

in debail 1n such form as may be vrescribed by the State, showing with

respect bo each woll, the sqount, gravity and market orice ot the well
of all oll produced, saved ond sold, bthe amount and gross value of gas

produced, savod, used and sold znd thoe .ooount wnd sross velue of natural

=2

segoling v otheor products oroduced hersundey Ly the Lessee thore-
from during the nreceding calendar month, ond the number of days each
well is on production, as the basis for computation of rovalties due
the Bbatc,

16. The Losseo shall ween true, corrcoes, full end connleto

records and accountes of cost of Jdevelopnent snd tho cost of

productisn oi oll, cas, geso line and ovhur oroducts deyived
from the wells drill ¢ u: L Luessce inbo the denised Jre-ises, Such

yecords and accounts shnlil Ly open and 2oailible ot 2ll reesonsble

o




o

times to the inspoctlon snd cxeminetion ol oy nerson authorized by

17, The Losseo doesg hereby consent Lo an examinetion of the

rocords of ony individusl, sssosictlon or corporation which
as, notural

end

to the insecetion ot &ll Simes of the onerations of the Lessee with
resnect Lo the wells, irmprovemenbs, machinery ond firburcs used in
connecbion thorewith by iy poerson aubthorized by the Sbtabo,

18, The Losocer shell male loos, includin
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any.chenges or additions

end shell gouge oll oil, and

[

Mensure el 5, awbhor dyy or wob, in eccovdance with the rules and

regulations now or herewft @ opromulgetod by tho Stute, orovided, the

Stote aboll hove, oft all timcs

kS

oomauge end samnle all eil

ene omensure and tost all os, soseline amd ovhor wroducts, and in the

ovoent of o baotween tho

the Lessco concerning

She quality and/oy suanbity of the oil, gas, gasolino ;n&/or othor

nroductbs so giugoed or motsurcd, the burdinm of ostublishing the ine

P!
ol

corveetbnoss of sueh ssuging and/or mezsuroment shell rest unon the
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be drilled in accordance with the rulses snd regulations now or which
may herealter be vromulreted by the State, only upon filled lands or
shall be slant drilled {row =rn upland or Littoral drill site to and
into the subsurface of tho tide or submerged lands covered by this

Tease: and on a course and to an okijective aporoved in weiting by the
3 & fon)

Gbate prior to the commencement of such drilling. The derricls,

. B : y ¢
machinery, and any and all obher surface structures, equilpment, and
appliances shall be located only upon filled lands or upon the littoral
lands or uplands, and all surface operations shall be conducted therefrom.

All operations under this Leasc shall be conducted in such

a menner as te pravent pollution and contamination of the ocean and
tidelands or any impairment of and interference with bathing, fishing
or navigation in the waters of the occsan or any bay or inlet thereol,

ant ne oil, tar, rosiduary

3

vroduct of oil, or any refuse of any kind

from any well or works of the Lesses sholl be permitied to Dbe deposited

on or nass inbo Lhe welters of the scean or wny bay or inlet thereol,
23« In the event that the Lessee at any time during the term

novoluntars assigoment of his agsets

nereof is iansclvent, or mal
for the benefit of creditors, or is adjudged a bankrupt, either upon
Lesseets voluntary petition in bankruptey, or upon the involuntary

petition of Lesseets creditors, or any of thewm, or should an abttachment

be levied and permitted teo remain Tor an unreasonable length ol time

ol
[N

upon or against the interesw, righits or eges ol Lesses in or to

any 0il, pas, natural gasoline or other nroducts produced from the

wells drilled by Lessee upon the demised premises, then all of the
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neturol cosoling or othor sroducts
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premises by Lessset s

e and end, v
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Tessee, by the acceptance hereof, hereby gives the State the right,
option and privilege to corcel and terminate this lease and all of the

Py

terme and provislons greated hereby, and o L1 of the rights and privie
leges of Lessee in and to or upon the delssd premises and in and bo
sny oll, sas, natural gasoline or obhsr droducts produced and saved

from the denised premises by reason of Lessee's operations thereon, and

a1l of Tessea's rig

nts and privileges gronted by this Lenss shall
immediately cease and terminate and end upon receipt of written notice
from the State that the State is so exercising its option,

24, The Lesses mey use {or such operations of Jesses's wellg in
the demissed premises as are necessary, oil produced {rom Lessee's wells

upon the demised premises. Such onl shall be used for fuel purposes

CHLY, The Lessee may also use for fusl purposes OHLY, gas wroduced

B

|

from Lesseeis wells upon the demiscd vremises or gas received currently

so preoduced.  Any surelus gas producsd from

POV S

in exchange for such

the lLesseels wells or recuived curvently in exchange Tor such gas so

Sorosuon gaselilh operations in Lesseets

£

produced mecr e uesed OHLY

s

wells in the demised prewmlses as are necessary or Uor NS0aSSAIY Ién

prescuring of the oil sand or sands from whid the well or wells may be

1

Tit

]

producing. The State at its opblon snwll ce e ed o telke, withow

nayment cf compensation therefory but ot ne expense to the Lessee,

21l surplus gas wizdlch cenzot be muarketed by the Lessee at a reasonable
nrice. Such surplus zas as may be telen by the State shall be for the

use of the State of Talifornia,

25, Tn the event it should become necessary to dshydrate or clean
the oil produced from wells drilled inte the demised preamises, the
Tenzee shall be entitled to an allowance ol actusl cost nob to

exceesd 2%~cents rer barrel of net royalty oil so dehydrated or cleaned,

or &t such other rate per barrel as the partles hareto mav mutually




RRTEE

cood title to the

02

26, Lessee shell be supowered to s2ll and convey

4 3 ey e

full smount of the Statets rovalby share ol oil, gos, natursl gasoline

and other syoduehs produced ond saved 17 and when such sales hove bheen

oy

ascline or

2
K

ing &8 hersin provideds  £11 oil, pas,
any other produets produced {rom tie demiced premisges shall be held
by the TLessee in trust for the State until the Lessse shall have

tate therelor.

]

made full rovelty payment to Tthe

27 Uinis Lesse may ve terminsted, «nd any of the provisions here-
of may be modified or amsried, upon the mubu:l concent in writing of
the narblss hereto.

28 211 notices herern wrovided to o gilven or wiich pay be

foand
P

piven by elther party to the other sha ve deemed To have bLsen
Mlly given when mede in vpiting and deposited in the United stotes
meil, recrstered and postuge prepaid, sad addrezeed as follows:

(To the State)s

S e s g
sliformia,

and

(To the Lessee):
Beloil Corporation, Ltd.,

P. 0. Box 179,.
Inglewcod, Californisa

The addresses to which ths notices shall or may be mailled, as afore-
said, to either party, shall or mey be chenged by wvritten notice

given by such party to the other as hersinabove wrovided; but nothing
] e




herein conbained shall preclude the giving of any such notice by personal
service.

29% The Lessee agrees bo pay, when due, 21l taxes or assezsments
lawfully assessed and levied under the laws of any State, County, City
or the Tnited States of America, sgoainst improvements or against oil,
zas and other produets produced from the demised premises,

14 WITAESS WIERECF, The parties hereto have executed this lease

the date and year [irst above writben;

STATE LadDS COMIISSION of the
STATE OF CALIFORNIA

3y

"ecutive Oflicers

IESSER

..........

By e e
Preaident
Attests ...

SJecretary
LIDO _PETROLEUM COMPANY

- R .-

B e e e
FPresident

Attest: .
Secretary

0. C. FIELD GASOLINE CORFORATION
By

President

Attest:

Secretary

b




EXHIBIT "AY
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1o The failure of the State to enforce any of the conditiocns or
reguiremente of this exhibit shall not constitute a waiver by the State
of such conditions or rsquirements.

2e The term "opsrations" as used herein is hereby defined to be the
actual penetration of the ground with a drilling bit.

de  Any offset well drilled in accordance with the provisions of
this exhibit shall be drilled from such surflace location and to such
bottom hele location as shall be determined by the Commissions

4e In the event zny well has been or is completed with any part of
its producing interval within 500 fest from the exterior boundary of this
lease, and if such well is capable of producing oil and/br gas in
commercially profitable quantities then the State may notifly the Lesses
in writing wo drill an offset well thereto, and within thirty davs from
the date of such notilce, The Lessee shall commence operations lfor the
drilling of an offset well on the demised premises to the same zone as
that zone from which such well is producing or is capable of producing,
oll an@/or £AE,

5. For the purposss of this agreement, the existing and prospective
oil and/or gas zonas in the offshore portion of the Rincon 0il Field are
defined as followss

Upper Zonse. All 0il and/br gas-bearing strata above ths
base of the geolosical Y“marker®, penerally known through-
cut the Rimcown 11 Field asg the Tiley Shalse, 3aid Upper

Zone &5 herein deflined, includes what have sometimes been
called the Top Zone and the Intermediate Zones

Miley Zone. All oil an@/or gag~bhearing strata between the
base of the Miley Shale and a vertical depth of 2000 [eet
below the base of the Viley Shale,

"‘-]“, -
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First Deep Zone. ALl oil and/or gms bearing strata between
the base of the Miley Zone, as defined herein, and a
vertical depth of 3800 feet below the base of the Miley
Bhale, 8aid First Deep Zone includes ths productive oil
pearing strata encountered at a depth of approximately 6570
feet in Chanslor-Cenficld ¥idwsey (0Ll Companyls well Hobson
g-2, and at & depth of approximately 6440 feet in Rlehfield
0il Companyts well Ilobson No. 1 in the upland portion of
the Rincon Field.

Second Deep Zone, ALl oil and/or gas~bearing strata below
the base of the ““rst Deep Zone as defined herein. Said
Second Deep Zone includes the oil-bearing strate encountersd
at a depth of approximately 7270 feet in Richfield 01l
Company's well Fec ifos 1 and bhetwsen depths of approximatsly
7440 feet and 9337 feet in Chanslor~Canfield Midway 01l
Company's well Hobson (=9, and bebween depths of approxi-
mately 7850 feet and 10,515 feet in Chanslor-fanfield
Midway 0il Company’s well Hobson (-3 in the upland portion
of the Rincon Field, and alsc includes all prospective
deeper oil sands,

8¢ TWithin sixty (60) days from and after the date of this Lease, the
Lessee shall commence operations for the drilling of a well to the Miley
Zone or, at Lesseels optlon, to any deeper Zone as defined hersin, and shall
continue diligently thereafter with thes drill?ng until such well has penes-
trated the objective zone to a depth sufficient to determine the productive
possibilities of such zone, unless by mubual written consent of the parties
herete, 1t shall be determined that saild well should be drilled to a greater
or leszer depthe In drilling said well, an electric log of all formations
penetyrated shall be mede, and rock core samples shall be taken in order %o
identify all of the geclogicel formations and to determine the productive
possibilities of all oil and/or gas zones penstrated by the wells At least
one dip-meter record shall be made during the drilling of the first well.
Coples of all electric-logs, surveys, paleontolcgical reports, dip-meter
records, rock core samples and all other drilling date shall bhe immediately
avaeilable to the representatives of the State. In the event that more than

9

one oil and/or gas zone is indicated by the rock cores anﬁ/or electric log,
and the first of such zones tested demonstrates that such zeone will not
~be productive of oil an@/or gas in commercial quantitiss, then adequate

production tests of all other indicated oil and/or gas zones shall be made

befores said well is abandoned or drilling operations therein are suspended.

-1
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7o With thirty (30) days from and after the date of complstion of the
first well, or the cessation of drilling or btesting operations therein, the
Lesses shall commence operalicns for the drilling of the neﬁ% well, and
operations for the drilling of ench succesding well therealter shall be
commenced within thirty (30) days from and after the date of completion or
cessation of drilling of the ureceding well, so that there shall be drilled
to each commercially productive oil and/or gos zone, 1f 1t is mechanically
practicable to do so by slant drilling, at least one well Jor the production
of 0oil Tor smch ten acres of the area contained in the demised premises; and
at least one well for the producbion of gas fer each 40 acres of the area
conbained in the demised premises, At least one dip-meter record shall be
made during the drilling of each well.

8¢ If the first well completed by the Lessees doss not penetrate to
o depth sufficient to test the oil possibilities of the Second Desp Zone,
as defined herein, then within six (6) months from the date of this Lease,
the Lessee shall commence operations for drilling at least cne well to a
depth sufficient to adeguately test the oil and/or gas possibilities of
sald Second Doep Zons.

s Inbthe drilling of the first well to the Second D=ep Zone, the
Iessee shall make or cause Lo e made, and immsdiately thereafter the Lessee
shall furnish to the State, paloontological reports on the rock-core
samples taken from saild well in order to identify the atrotigraphic ags and
seguence of the geological formations penetrated by the well, and to
correlate such formations if possible, with the formations penetrated hy deep
upland wells in the Rincon and/or Fadre Cenyon and/or Ventura Avenue 0il

Fi@ldg S




EXHIBIT "B"

The oil royelly which the Lesses zhall way to the Btats
shall be scecording to the following formulz;

P - 56,67
o . LEL

2.5 4 LOLGBETP

"here ™ iz the royalty rate in per cent

epnlicable Lo the totzl value of the oro-

duction of oil from each .11 during the

montl, and

P iz the average dally nroduction of the

well, determined by dividing the total

nroduction for the sonth by the tobel

numbey of wroduction days of twenty-four

hours each;
provided, however, the Lessee shalil nay a2t ol 1 tises 2 minimwn
rovalby ol sixteen snd twé—thirds (16 253) per ocamt upon such

average daily production,

e s s 0o s ool e iRl R

INSIRUCI IONS T ZIDLED
“The last term 2f “hie above ecustion shall be inserted
by the bidder to establish the oil rovalty which the bidder
shall pay %o the Btate.
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