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STATE LANDS CO ISSION

State of California

oil and Gas Ldase

TT IS INDETTTURE OF LEASE, de and entered into this third

day of yu1   w._  ' l94
4

 pursuant 
to Division 6 of the Public

Resources Code, Statutes of California, by and between the State of

California ,, acting by and through. the State Lands Commission heroin

after called the "State", and Beloil Corporation, Ltd., a COX-

poratiola lido Petroleum 3ompany s a corporation, and O C.
Field Gasoline Co±poraticn, a corporation .

hereinafter called the ' Lessee"

r.^

WITNES aETN; That the State in consideration of the rental and roy-

alty to be paid and the covenants, conditions, agreements and stip-

ulations herein contained does hereb lease unto the 
.Lessee that certain

tract of :^ ^.
-tide and submerged.. -- - - - --land, situate

in the County of Vtura  
, State of California, and more

1.^



and containing approximately 326 acres

particularly described as follows

4

mbined Description of Parcels A and B
Beg ning at point on the ordinary high water mark of the Pacific ocean
at the most easterly corner of State Oil and Gas Lease No. 52 in the
Rincon Oil Field which point bears S® 89° 48 1 30" 'T. 4225 4 20 feet and S 381
44' E, 1146.lp feet from the corner common to Sections 8, 0, 16 and 17,
To 3 T., R. 24 W., SBM..thence S. 51 0 16 1 W. 154865' to a point, thence
N. Of 44 °'r. 84383 '3 feet to a point thence N. 51° in E. 51G22 feet to a
point, thence ii 38° 44+ a e 843,83 feet to a point on the southeasterly
boundary of lease No. "48, thence along said southeasterly boundary of Lease
No. 48 S. 51 16 , . 3297,27 ,feet to the southeasterly corner of said Lease
No 48 thence S. 2300 feet to a point, thence E, 2445®47 ; to a point thence
No 51 0 16 t E. 37d 7 .O5 febt to the ordinary high water mark of the pacific
Ocean, thence meandering along the ordinary high water mark of- the pacific
ocean No 35 o

 37 1
 e 303,75 feet, N. 39° 4o 30" W. 66988 feet, thence N.

33 ?1 30" W. 666.11 feet to point of be;innthg,.



TO e; tern of tub Loose; shall continua for a cried of tuori.ty (20)

y n curl after date i but such t e _ h R^[3U.1°'^" ^'T'1:1: .l.r c f,'l. the re..w hereof, ^^Liv such u. i"+:'! °i71^1'.' be ^. `'Y'^.1a^-,.t:l" ex-

tended up€)n. .`iucL terms and conditions and for such pan od of time as

;.ie Th eto Cir: c S for its be '.'ri::€:p'es a T.:.bs Loose shall be sail ecv

to the L i)] lo' 1::F, ter _ 1e and C:',7a1i11it Cli? o

Ia The Lessee so li 11 ',re the sale n• exclusive n .big tb prospect

for, drill for, u o uec, and take oil 4:nI as c fly fro'; the temiceci

Drool 203

2 1 he Lessee agrees to 
;)air 

to 'U 'iaW State annually in advance,

as rental the su er of ^ ^.... ra Z c1 d 1 ore

1 S C the^ /  Dollars, which T°^`:?'^'.^ _'."°?.^ .^ be credited '^^ ^.L.^

royalties, if any, as then accrue for the year for which such rental

is ,aid; to gay to the State in money a .Iinrnity in accordance with the

formula t ache'? hereto, m arked Fn ibit 5, and by reference made a

neat her oaf, , on she (11 '7,'0C.^u000 and saved fron each veil, or on

demand, the Statu's r

Exhibit P. 'Than a aid

n;= ; s
'

d
pi"iF^ Y'6`^l.7:.^;lT"!`?.J l e ..: .'.-{: e c.

a ait: z in oil,

in . oney, the

nice of the

determined in accordance with said

oval by shall be calculated nocrc

Al at tire '<a as determined: by

the State . which pi rice shoji not be lice a e....., the 'ii 5host n ri ce a-

 a Eo .j or oil c.orenny then 'buy n oi.. Y like gravity and quality

is 5L€LSD 9.o,. al
!:,u

z iGl es at the RUncon Oli Field in Ventura County,

California is offering for oil of like 'revs y and quality at the well,

and it shall to due and payable not later than n the 25t h day of the

calendar aonth fall o_ in the calendar oatk in otrbch the all is oro

ducedo ^kc::i'r raid 1 i ki.'d, the royalty all shall b e dciinered in the

field and tcderm 'a the State at the aecei'i V tents of the Lessee Cal,

-i ^;'-^§ hours the e; 1^'o^-^^^w^._^^,^i^ ^s^ _ P notice E^;,
=
 ^k^^ ^^;;^:^^ that ^. -^^:;.i .cf'^^._ of oil

w i l l be read fox dolii+ery. The Lessee also agrees to '3:':` to'to the

State, at she times and in the manna r herein p acified. for rho payment nt



of royalty an ail., t;''^E'l ty (20) per ce um of the gras s _4arkmt value,.

at Rinc0l Oil Field, -V tU a C0mtY, , California., of all dry gas,

natural gasoline and other "products extracted and saved from the as

produced from the denised premises. The gross earket value shall be

thereasonable ;3arlet value as fixed by the State, unless ss uch dry gas,

natural gasoline end other araducts are sold 'eursuant to a sales

contract a oroved', by the States

Should the Lessee extract fro-_ the State 's lands any products

other than oi]., Saw or _ usolin€ , the Lessee shall imi.adlately resort

such fact to the State and shall pay to the State therefor _, royalty

to be mutually" agreed unoc by i ? '.?' r :i= , hereto and which shall be.

based. COO . t e gross riaruet value of such products in the f i eld m. hen

produced . Said gross market, value shall be such reaso°ac.ble market

value as shall be fixed by the State.

The .Losses shall may to the State th State's royalty share of

any bonus received by the Lessee from the sale of any oil, gs.s, natural

gasoline or other products produces hereunder,

The State may, at its o'Stio , take its wet or dry royalty gas3

natural ;a.soline d any other products in kind. Delivers thereof

to be made at a 'nanufae uvi y.a el ant loon wed proximate to the demised

premises bore it can be processed. or at such other place as the

parties Hereto may agree

3, The State reserves the right to lease or ethervise disyose

of the surface of the lands embraced nithin this Leese.

4 0 This Lease may not be assigned, transferred or sublet,

except i . '.rit£ the written consent of the Stat and then only to a person,

association of persons, or corporation, -..°:io V the time of the proposed

assignment, transfer or mt lease, possesses •`i; qualifications provided

in Division G of the Pu lie Resources Cole, Statutes of Cal ifarnia.



Should ho State ca-.sont in writing to tiis assignment, transfer or sub-

lethink of this Lease, t.1a Lessee shall 
coon 

i ue to assmie, during; the

tarn of lii:'s Lease or a7:1 r extension tisrec , jointly '-1 uh any assignee,

transferee or sup -lessee, responsibility for co .E." sliance with all of

the t7''_!5, covenants, conditions, agreG_:Ie? is and Provisions of this

Lease,

de This 'Lease may be surrendered and terminated, or anyportion

of the demised uremi3es i ., he surreAd.ered, as to any or all separate

and distinct oil. zones ,  upen the '?'a,mient of all royalties and other f

obligations Clue and canable to the Ste.te, but in no event shall such

termination hz effecti_ve until the Lessee has complied with all of the

then existing laws and rules and regulations relative to the abandon-

pent of oil and as wells, The State may refuse to penait the Lessee

to yuitclalim any porti on of the demised '3'i'en1SeS y if in the opinion of

the State, such suitelaimin1g ,ould d not b`:; :L',". he best interests of the

Stats of California.

in Site event of partial surrender, a$):a"Jticied y the portion of

the &,.Tea s i t el .imc'. shall beho in ... compact rorm and contain ten acres

or ':1ult L u] e thereof eereo? c Such =c ul iielei ai shall P '7S es l T grant to the

State and its Lessees the necessary or convenient easements or rights-

of . -way through, under or over the portion o -_a not guitc laime'd, to prospect

for, produce and tale oil and gas and other moduc t s from, such surren-

dered areas ci' `ones = j71'ovided^ cwevL^*1 i that no eas e r ent of right-of-

way is expressl y granted Lo the State or its Lessee if such easement

or right-of-way wall come within hundred (100) feet from the

perforated portion of any well or wells located. in the demised premises

and belonging to the Lessee who is cuitolaiminz • For each 'Sen acres

Surrendered_ S to one or '°sore oil. zones, the Lessee e s obligations here-

under as to the number of 1 oils to b y Ctrilled r ell be reduced by as
-5-



' nuzy wells as are required 't•o be dril].ei' he'ucunder to such oil zone

or zones fo r each 'ten acres of the demised premix es

C7 d In the event the Lessee shall fail in 'the performance or

observance of any of the -4 E:rme, Covenants, end stioulationc hereof,

or of the rules and roan].at ions of the ;" tatc now rroi::i 1 tt G. or any

i" sonabl rules or 
reju 

aLi ons which it :ay hereafter promulgate

and if S ch d efault _ a l ::[3?Ensue for a °•;wrioC of thirty (30) days

after written notice therr CT to J Le Lessee, ant no steps shall have

been , s .:ea within that time, in good. faith to rehadT said default,

t:len 'the State may cancel said Lease and enter upon the deoidemised

uromices ant talus ".. osseseicu of the eons art all facilities, tools,

ecuipment end Sur) ;lie. .;hcroon, for the purpose of completing and/or

operating said wells. thou].d the Lessee fail or refuse to operate

the wells or wells i'i f;;i`; ':i nner nresc'M bed b y the provisions of

this Lease, then the State shall have the right omd power to operate

or shut town the entire operations of the Lessee upon the demised

premises until such conditions have been corrected; the Lessee hereby

agrees to pay all expenses incurred by the State incident to such

State  fire 'ire waiver of o r failure of the State to set upon may

particular cause of forfeiture shall not prevent the cancellation of

this Lease for may other cause or for the same cause occurring at

another tkne.

7. The State expressly reserves the right to allow, and to

continue to allow if and There o enently e :Wain., upon such terms as

the Stat e :ory determine, the joint or several use of such eesoments

or n7-ghts -of-way, 1.ne7_ut bitea se: rents upon, U.'='3.a ough, or in the demised

crew:ises as may be necer a r'y or appropriate for t ^e -rorhing of any

State lends,

G. f rre Leese: hal]. use all re, - :J able precautions to P et,

waste of oil guss 6eve1oy,°cd in the ..cuiset promisees, or the entrance



of 'rotor thr 1uSh calls drill. d to the oil—leari" 
t. 

strata and the dc-

struct]_ n or i ilu 'y of the oil cl t oSiiue

9'. The Lessee shall coin ly- v i.th all vclir 1m s, of the United

States and of the tabd of California and rith . ll valid ordinances
4

of Cities 5d.. counties ap`31iaahia to the Lessees operations, in-

cindint without limitation by reason of the specifications thereof,

e Lessen's c 1ianc _i.tb Mvis on C and G of the Public Resources

Code, Statutes of Calif _ n., end such ] uLes end re ;ulo :ions as are,

or mayto issued oursu,_.n _ creto

10. The Lessee shall commence C1' :. u i F.1n 5 Ts 1
` the Killing'' of

wells into the dw is d pre:"ses, and thereafter ctilirenLL r continue

with such drilling in accordance it c -_e drilling pro 
ora 

l attached
h

hereto, marked Exhibit A, and by reference made a nab': hereof. The

dril1_in'; oibl'ifationc im?os J upon Lessee by theprovisions of this

Jarat aph shall be suspended during such time as the Lessee is pre-

vented or hindered from :'os lyin therce i'' h by wars, strikes, riots,

acute and unusual labor or materiel shortages, acts of God, laws

rules and regulations of, cry fede a.L, state or municipal apency or by

Such other unusual conditions as the State may determine to be beyond

the control of the Lessee,

11. the Lessee shall o d111 ;EII Ce in the

o oration Of the wells hilC the T roducts hercfro::c can be obtained

iin C^3; '3?^;1'Cl s .i t_!^14i^Y] G1^^:.3.Ci[^  :-'ii shall not unreasonably or umaeessarily

suspend continuous oe( : cz _3_nan except with h the con f`nt of the State.

All operations hereunder .s b .11 be c arr ;(l on in Ea. proper arid ::C7 1..t Yl

like manner in aacordencC , rith approved methods and with duo regard

for the n1 otec '=ion of the Safety and h akbh of workmen,

12♦ the 1ussee shall be liable for and cerees to indermifv the

State against any and all losses, da__a&es, claims, demands or actions

caused by, arising out of, or connected it> the operations of the

Lessee hereunder.



13 The Lessee shell, at the time of execution of this Leases

furnish aW ti ereeftor nainbai_7 a good an? sufficient boi"!d in favor

ofthe- Stht@ of California in the penal stun of 25,OOO OJ to

guarantee the faithful performance by the Lessee of the terms,

Covenants and conditions of this Lease and of the provisions or

Division 6 of the Public Resources Colo, Statutes of California, and

of the rolls and regulations pzonuipated thereunder.

14 The Lessee shall file with the State true and correct copies

of all sales contracts for the disposition o:L oil, us, natural paso-

lire and. other substances ptoduoed horoundera Said copies shall be

certified by the Lessee to be true and correct copies of the originalsu

In. the event the St a u shoe' th elect to take  royalty in money instead

of in kind, the Lessee shall not sell or of hervise dispose; oi' the

products produced hereuridar except in acco:. dance with such sales con-

tracts or other mottod first approved in ruin ; by Me State'

15, The Lesse=_, shall furnish correct and "true monthl y statements

in detail in such form as may be prescribed by the State, showing with

respect to each ,,cell, the amount, gravity and market price at the well

of all oil produced, saved and cold, the amount and gross Value of gas

produced saved, used and sold. and 'bus' u.noun't and gross value of natural

; a.solinc or other roelucts produced hereunder by the Lessee there-

from dL1 KSthe precedinp calendar month, and the number of days each

well is on er'oduotion, as the basis for conpult .acaon of royalties due

the State,

16. The Lc mss: .. shall Asp true, correct full and Go e eto

records wind accounts of the cost of i.€velo'wenb a1d the cost of

produc a7_ )n of of:L, • z. ',I", L peso limo :''`id, ocher i odcc s deti1je

from the 5:u].i a' t1":L ii, d tp the I,E. 35c t; in ca the dL. d1.uGCi ?a[. .1s°c;e Such

records and ac'_ aunts shall he open ant are ii. . Jl': at all reasonable
-8-



6

times to the insauetion and cxamirnvtion at any person authorized by

the State,

17„ The Lessee does hersT3~' consent to an examination of the

books ant. records of any individual, association or corporation which

Lau ransortcd for, or received fro-' , thL Lessen any ail, Tas, natural

t,asoli ne and ether ?J1-'oL ucbs ?produced from the do':sisod pr E mines; and

to the ins'ooction Q all =td:ecs of the operations of the Lessee with

respect to the wells, i rovenenbs, machinery and firturos used in

connection therewith by any person E utho izod by the StEt e

718, The Los so shall make 1 C)i:s z a ±nc1lldi,n^; electric logs and

surveys of the well s dii!10 by the Lessee into the demised premises

in accordance vith the orovisi ons of Ws lease ant in accordance with

approved Current ]races oes of U nations 1s of this aha v ac Wes tn effect

at the time it un e ttao-kos such o1UMM ne _nt shall promptly file

coots of all such logs ant surveys f l'i _Ll }.121,, records and well

_i tar. .., a, and also all I • ..e arts of wL l.1. cores ant. other relat.. d

information '.M,. Y the Stats Lands Coesalccion. All dot::. ',Lbzl raseoct

b e ^v eti 1 o shall I)^- cute az i^ai •b aSLtI'
„•

^: and tz ^ G ^•; ^G' a t the time

to any C yi Y: : the 4 s s,^ii'.'iE:':t1; 't". J ^.1 :':. ^
1.

^. =is:i:L^. i:`^:'^.]^..4„ of ^,il. ^eD?°^7.^^^^ ri^:LC7a
`
la The Lessee does

here b ?:'< iv. the `3 ;c Uuba'_ z
; ..7.'.'dtation s aeon the use by the State, or

a du l y
zeL onrIloyac of the State s of m w infi - TMon filed with

the Diiis ion of Oil and Dc s of the Dc;nrWor:b of Natural D sccrces by

the Lusse . Acre oK i f.... _.'.f orrution filed 1:`y the Leu so	_.'eb the

said Di 
c 

lion of l_1 7_ . : n_ .-o. shall be ni 1. hi`ti at all d1mcs to bhc

,State for the - urnoso of Lnto'_'C.':.I1.  corclianoe mitt 4!7C 'tea s ^

cceon- ntc, set conditions of tate a. rU.m nt andrui.'. 1e.Clan.3 and ^' T'u s

now or h. e tU e aro.nul- tad by the taste

H. The Less c shall furnish to the State Ci t."L] Z C draly nt. s of

all e7 pG l n 3 attached in air : nr.=r to th -_ said -cells end report

;!-



z

any cf'_Lnjes of m,21] ,. mtL' and 11 F';aut al ]. oil, and

-E^:1oasurc all gas, ',.iovh-r ,' ori%t, -: accordanc c ici'itt 'PC iiob and

rc ui ;t -vons uu E: ro...:''S,'_.i romlll.'."u U y ii i. 0 , ,?.Yrovidud, the

S -cat ^ _. l
sj t' ' to ^, all,tip. ^^I^.^.a. `^1..

;
T'. ^.^, ^ ! 'i, 1.i^

i
	ui=.^: 1111t f] ^ .Ll;•. `" 	:uC'`. Sc?i«'7.^.c: ck. C)7..

.^n^• _., _.:; t , {; ^. ('_ L ,a t all ..o E . ;oliri.o au:' 0.,W: i octants, and in the

.'4' nt of U '.oua ... S lot... cr:.Q:; the L usse'c conccr'nin,i

th; quail ., and/or (:u ;^.e ti of th`_ (.11, aus jasobm2?.o n /or other

ur'aOucts so _. o d or c sor;d, th bu.rd..n of ostahi WhinE ho in--

J®rr .clno s of sect. augin ont/orocurornnt shall Y _ st u:30:ro tho

, S s. y :_ ! t , L ss..o is 2'::hv g]."7,n th y. A30 to cs t bii.s]i s by

GTOTOOr court ro;t: _t' , th,<, cor7 oob uality arjd/or quantity of such

o7.1 nd/oi' `? :.s so 
a ^u:t. an t;' % o;s '4?. Surat., , u Loss'_'o sh.11 asure

tee':.. nzoc_uc'lion from lack all W s all Ii.r. sai-J1I•_a w& o'aha. 'tt.Str

of the oil prod,ucut fro' .,_`ch i ii to d£'i;rjop,inic t u not volume th.raof;

r,
r0, n`.... NNW S'1.-:.1 . .. n,_ the ri' h b to restrict by a ^o.'opriato

rulu5 and 1."v,.^O1A i0S _.... a_7ac n.'y o :"!c: s ... S no.rc tho rota of drilrin

... r: 3:_ ^
^t ^

.^ . r _ ^ .
sir Y^ at. oil and/or-tzr:^..:t ..^,?.^?x,^ of ^,:.:..: .. ,.,.i:^ so as to , ...,.xi. 1^... F^il.^^::, of v^... l r

.^ .t,..;as ant ho Y' o ....'ci7^,^C . a "^.'::?. t ^^c^z.l t .E";:5,^.:iY?].i° ::: ^?^: 1 1":i^.Ci1^ 9 z'_t.: maximum r °,-^

oovar r of oil cut j. s ' c. ou.c'".^'.on, ci s,';7.aia;.. L311.; 1rou d 50010.

of s p`o Iy 
of oil l;nd/O_ _ L'o .. a:d in ,-dolt: or in part n- this

Z,, ti. ^^sun Ti; SM.a 

i
ce.. n

` 
_ .,su,. cal;; ant i

, all l o?

1
	.._. LC;; may u

amondcd from Ii _. to l: sa. to f:Coc :u.::.,.. t . nur'noso of Ws paragraph,

and i n conri.:cU?.on 'i t W. I It _ s.s ,rict ::i,_ ..._ of -id-
o_.uc'i,icn fro1?? , any

such Zon,o or ,`.ii: )E.; ala t11 c nun, <ol:roe of only to tho providi:J(I

by A'11G. o ., al of tS Ll. la. n or 1,ul , or S a :i6 ...1.c_ ? ; th rciat..,Y j or by

any ruason hl. ccus;. 'vali or 01 Gt.lrt 1 '(, 7bon o?du;a.0 ' y lii . State

or [ rand. to by v l 00 .2s r' u' „_ i. 55 r. ..05jo It ,J C1 cob zl

Pres^'iuu ;ion fro _ air so . na Or Ux° i ; ;u . u oui C i of S U rely o

a T d i;;ll €,.i'i 1 t ')U3'sla...°'3'5 to 'i.i:. v. G- ti of _^1,. =.
25 b: o1wfl



i

be drillod in accordance with the rules and re : Jations nail or which

may orbe . . ' by the State ',e upon: only up filled landsnap e; hereafter ^^ ^^ra^r^^l- ^ a^^,c^ -.s^ s only ^:

shall be slant drilled from an upland or littoral drill site to and

into the subsurface of the tide hr submerged land, covered by this

Lease; and on a c:oW 
se and to an objective approved in 41d°° i inp by the

State prior to the comnioncoment of such dri].lin t 8 _ The derricks,

machinery, and any all surface r• °s v and 7. J. other structures, equipment, and

appliances shall be loci. W only upon filled lands or upon the littoral

lands ex uplands, and all surface operations shall be conducted therefroms

22 All operations under this Lease shall be conducted in such

a manner as to prevent pollut i on and co P ... : ri1 1 _ 10711 of the ocean, and

tidelands or any ].T7pairnuat of and i1 s2fesenc a with bnthing fishing

or navigation l.a the waters ofcf tin ocean or any bay or inlet thereof,

and no of l $ tar, rosidu;?r , product of c? i s or any refuse of a ny kind

from any . ml]. or work s of the Lessee shall be permitted to be deposited

on or cast into the IIa't,r' rs of the ocean or any bay or inle t thereof*

23 ® In1SL the event that 'Dire, Lessee at any time during the term

hereof is insolvent, er : sker a voiuntar - - assignment of his a ss ets

for the benefit of creditors, oi is adjudged a bankrupt, either upon

Los see voluntary petition in bankruptcy, or upon the involuntary

petition of esssee s creditors, or , :,s^; of should attachment r:, G18 ^X'E',i ^y _,F -f.. 'G lti,a,f^ or 1a1C)i,l. C3. an ci.'C, 4, .-C_ YCl[3I1

be levied and permitted to remain for an unreasonable length of time

upon or against the inter ist rigiatS or privileges eges of Losses' in or to

any oil, as, naturalgasoline or other products produced fromfroni the

wellsdrilled by Leases ... _ the demised premises, than all o f the

intereot ts and re ivi iopeo of Les-..- in and Is -11 cil

natural. eseclineor oPmi ys oduo'{".; _ Y'c:^ u ;.ed and s av d from thedemised

crcnicss by reason 
of Lessee t G opor lions i ^lLf reos, s ibi_.lI immediately

cease, ncim.te an _ °e d s 
_._a in such event the 3tet shall have $ and



Lessee, by the acceptance hereof, hereby gives the State the right,

option and privilege to cancel and terminate this lease and all of the

terms and provisions granted hereby, and all of the rights and priv i .

leges of Lessee in and to or upon the demised premises and in and to

any oil, gas, natural gasoline or other products produced and saved

from the demised premises by reason of Lessee's op'e'rations thereon, and

all of Lessee's rights and privileges granted by this Lease shall

immediately cease and tensinate and end upon receipt of written notice

from the State that the State is so e ercic,ing its option.

S` . Tbe Lessee s':1- "+" use (or such operations of Lessee'a wells in

the d 'al d ^rondses as are necessary oi ]. p duoed from Lessee's wells

upon the demised premises. Such oi l she used for fuel purposes

ONLY The Lessee may also use for fuel purposes ONLY, gas produced

from e	' s wells upon the r 7 received currentlyfif m L. ^, ,^^; ^ e. ,3 ^-^x: c. :.1_^. r^_-z ^; ). premises or gas ^ Ec iv€^c.. E,^..r..- 't .^y

in exchange for suchsue-b gas so produced. Any surplus gas produced from

the Lessee's wells or received currently in exchange for such pas so

produced map be used ONLY for such gas-'l. .t operations i n lessee' s

wells in i`,he_, demised promises as are necessary or for neceesaty re'

pee s' uring of the oil sand or' sands from %i Co the well or wells iTny be

produc'? nc , The State: at its option : hai.l .,e entitled to take, ' e, Vv„'GsiC'ftt

payment c,[ compensation therefor, but it no expense to the Lessee,

all surplus gas 'ii1niot cannot be marketed by the Lessee at a reasonable

once, Such surplus gas as may be tahon by the Stat e shell be for the

use of the State of California.

25. (. n the event it S;'<Told become necesoa:y to dehydrate or clean

the oil produced from ;,'ell a drilled into OnoNe demised pa em'i ses, the

Lessee shall be e3itS. bled to an allowance o : .
: etu&l cost oti to

21 cents per barrel of net royal ty oil so dehydrated or cleaned,

or at utdC<'? other rate per ha .Y`Y'C- 1 .. . a t im t't1 e 5 hereto 1^IaRr mutually

-12—



agree

W. Lessee shall be e ^cowered to sell and convey good -title to the

full -.mount of the S ra te ! s royalty share of oil, gas, natural gasoline

and other products produced and saved ±f and when such solos have been

approved in .riti.ng as herein provided All oil, gas, asoiine or

any other products produced .from the demised premises shall be held

by the Lessee in trust for he State until the Lessee shall have

made full royalty payment to the State therefor"

27 Thi. Lease may be terminated, aol Ll of the provisions here

of may be modified or i en ed, upon the "catual consent in writing o

the pasties hereto.

2B  All notices herein provided to be given or which may be

givcn by either party to the other shall be deemed to have been

full T given when iris.(tee. in v.r°itina ` nd deposited in the United States

mai , segiste3ed and postage prnpa:il, and addressed as follows:

'Q the State):

Sate, Lands °onr i._ssion,
California State ° t,iid.ing,
Los .:, geie=s, 12, Cry.1i 'oncia,

and

(To the Lessee)

Beloll Corporation, Ltd.,
P. 0, Box 171,
Inglewood California. ia.

The to which notices shall addresses E: ^,^^ 'a'?? C the ^?. Q"^.1CC .i!.-.- _ or 
ma: 

be mailed, as atone-

said, to either party shall of mney be changed by ccni then notic

giveY? by such party 'to the Other as herei?1abo ve provided but nothing
-13-



/ •;x ' ,r

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

service®

290 The Lessee agrees to pay, when doe r all taxes or assessments

lawfully assessed and levied under the laws of any ,State, Ceunty, City

or he United `States of America, against improvements or a Gins- oil,

as and other producis produced from the d€ iced premises.

L: UITs-':ESS .`R CU B The'?artieo hereto have executed this Treace

the date and year first above written;

S xl"
,

Lrsi'' i3 'OOh. S ION of tlip._.

5TA1 R, OF CALIFOi Li: IA

:

7eC;^f^.t%:^ a. 7 c^ v _

S oih

Preside .°k

Secretary

L .T.0 u CC)T ANA...

lreitunti

0. 0 • FIELDFI1ILD GASOLINE 0RP(I. ATIOW

F

By ...^
-Y

-14'-



EXHIBIT "A''

1. The failure of the State to enforce any of the conditions or

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

of such conditions or requirenentso

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

actual penetration of the ground with a drilling bit,,

Sm Any offset well drilled in ,accordance with the provisions of

this exhibit shall be drilled from such sr'ace location and to such

bottom hole location as shall be determined by the Commissiona

to In the event any well has been or is com pleted with any part of

its producing interval within 500 feet from the exterior boundary of this

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

co sercially profitable quantities then the State may notify the Lessee

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

the date of such notice, the Lessee shall commence operations for 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,

oil and/or gas.

5. For the purposes of this agreement, the existing and prospective

oil and/or gas zones in the offshore portion of the Rincon Oil Flold are

defined as follows:

Upper Zone. Al], oil and/or gas-bearing strata above the
base o t !e goolo ;ical "marker" oeneraliy known through-
out the Rincon Oil Field as the :r ley Shale, Said Upper
Zone as herein defined, includes what have sometimes been
called the Top Zone and the intermediate Zone.

Miley Zane. All oil and/or gas-hearing strata between the
base of k e PHi le y Shale and a vertical depth of 2000 feet
below the base of the Wiley Shale.



First Deep Zone. All oil and/or gas bearing strata between
t Fe ba,e o' 7 the r;!! lay Zone, as defined herein, and a
vertical depth of 3800 feet below the base of the Miley
Shale. Said First Deep Zone includes the productive oi l
bearing strata on-countered at a depth of approximately 6570
feet in Chanslor-Canfield Midway Oil. Company = o well Hobson
C-9, and at a do.?t.;`k of approximately 6440 feet in Richfield
oil Company s z well Irobson No. 1 in the upland portion of
the Ra..ncon Field.

Second Deep Zone, All oil and/or gac--hearing strata below
t Te ase cal' fig First Dee p Zone as defined herein. Said
Second Deep Zone includes the oil-bearing strata encountered
at a depth of approximately 7270 feet in Richfield Oil
Company' a well Fee iTo0 1 and between depths of approximately
7440 feet and 9337 feet it Chanslor -Car!f ield. Mithray Oil
Company's well Hobson Ci9, and between depths of approxi-
mately 7550 feet and 10,515 feet in Chanslor-Canfield
Midway oil Company's well Hobson c-^3 in the upland portion
of the pincon Field, and also includes all prospective
deeper oil sands.

5o Within sixty (so) clays from and after the date of this lease, the

Lessee shall commence operations for the drilling of a well to the ilijey

Zone or, at Lessees option, to any deeper Zone as defined herein, and shall

continue diligently thereafter with the drilling u.nti_l such well has perie-

Crated the objective zone to a depth sufficient to determine the productive

possibilities of such zone, unless by mutual written consent of the Parties

hereto, it shall be determined that said. well should be drilled to a greater

or lesser depth. In drilling said well, an f:"- ctrie log of all formations

penetrated shall be made, and rock core samples shall be taken 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.

Copies of all electric-logs, surreys, paleontological reports, dip- eter

records, rook core samples and all ether drilling data shall be immediately

available to the representatives of the state, in the event that more than

a.r^o oil and/or gas zone is indicated by the rock cores and/or electric 10 s

and the first o f such zones tested demonstrates that such zone will not

be productive of oil and/or gas in commercial quantities, then adequate

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

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

-2-



'7® '`:pith thirty (30) days from and aftr the date of corncorna tiara of the

first mreli, or the cessation of drilling or testing operations therein, the

Lessee shall commence operations for the drilling of the raes_t well, and

operations for the drilling of each succeeding well thereafter shall be

commenced within thirty (30 days from and after the date of completion or

cessation of drilling of the preceding well, so that there shall be drilled

to each;commercially productive oil and/car gas zone, if it is mechanically

practicable to do so by slant drilling, at least one well for the production

of oil for each tern- ac i es of the area oou ained in the demised penises and

at least one well for the production of gas for each 40 acres of the area

contained in the demised premises, At least one dip-meter record shall be

made during the drilling of each well

SSo if the first well completed by the lessee does not penetrate to

a depth sufficient; to test the oil possibilities of the Second Deep Zone,

as defined herein, the within six (C) month from has date of this ase,

the lessee shall commence operations for drilling at least one well to a

depth sufficient to adequately test the oil and/or gas possibilities of

said Second Deep Zone®

9. In the drilling of the first well to the Second Deep Zone, the

Lessee shall make or cause to be made, and immediately thereafter the Lessee

shall furnish to the State, paleontological reports on the rock-core

samples taken from sa i d well in order to identify the stratigraphic age and

sequence of the geological formations penetrated by the well, and to

correlate such formations if possible, with the formations penetrated by deep

upland wells in the Rincon and/or Padre Canyon and/or Ventura Avenue Oil

Fic lds

-0



EXHIBM] tB"

The oil ro alUy 4;'h ici the Lessee shall "day to the State

shall be accordin to the following formula:

p — 3667 121
i. ---- ... _ m. 

u
43 + e O1E? E3 'a Y 2T%.

her€ . is the royalty rate in ocr • cent

annijcable to the total value of the oro-

duction of oil from each e l caring the

month, and

P is the sverare daily production of the

well, determined by d i viding the total

product. on for the 2on,Lh hr the tote.. l

number of 'u r oduo iii on days of twenty-four

hours each

provided, however, the Lessee shall pay at a- 1 tine: a minimum

royalty of sixteen ::: di two-thirds (16 2/3) per cent upon Such

average daily production.

Iz4Si:,UcrIONS r  i.3IDb.i h,

The last term of the above eeua'ticn shall be inserted

by the bidder to establish the oil ro yalty which the bidder

shall pay to the, State

C
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particularly described as follows

Chrhirned Description of Parcels A and B
Beg.^ning at point on the ordinary high water mark of the Pacific Ocean
at the most easterly corner of State Oil and Gas Lease No, 52 in the
Rincon Oil Field which point bears S 89° At 30" `. 4223,20 feet and S. 38°
44' E ► 1146.10 feet from.the corner common to Sections 8, 9, 16 and 17,
To 3 Ns, R. 24 W., S B.M. thence S 51° 1S t W. iE48o65+ to a point, thence
N. 38° 44' , 843.33 feet to a point thence N® 51° 16' E, 516.22 feet to a
point s thence N. 350 44 1 No 843,63 feet to a point on the southeasterly
boundary of ease No, 48, thence along said southe4sterly boundary of Lease
Koo 48 S. 51 16 1 W. 3297.27 feet to the southeasterly corner of said Lease
No® 48 thence So 2300 feet to a point, thence E 244547 ; to a point thence
N® 51° 16 ; E, 3797.06 feet to the ordinary high water mark of the Pacific
Ocean, thence meandering along the ordinary high water mark of• the Pacific
Ocean No 330 37 1 f V, 303.75 feet, N. 390

 40' 30" n. 669.88 feet, thence N,
33 0 41' 30" W. 666,11 feet to point of beginning,

and containing approximately 326 acres



ATELRNOSCO SS J
`i1.?. F

MA'E 2 1944

d V1` E C`N O FT/ATE  i_ / rJ:
OF F IC5

STATE LM; OQ:^.ISSIOd

State of California

Oil. and Cam'•s Le :se

T': J_S :.\DE TUR E OF lEASE, hade and entered into this

da r of 194 , pursuant to Division 6 of the Public

Resources Code, Statutes of California, by and buts ee.n the State of

California, acting by and thrmi^= h the State Lands Gorki s ;ion ne'r ;in--

af er c4{floc,. the State', a d Beloil Corporation, Ltd., a cor-
poration; L .do Petroleum Company, a corpb. Lion, and O . C.
Field Gasoline Corporation, a corporation.

hereinafter called the "Lessee

WESSITh; Tha t tih_e =. S .a.tq in conside:r°ation, of the Pontal and roy-

alty to be paid and the covenants, conditions, agreements and stip-

ulations herein contained does here ha lease unto the Lessee that certain

tract of e _ _ _ _ - tide and subaerEed _ _ _ land, situate

in the ""0 1 111th of Ventura a state n.i California and more



particularly described as .follrs .

Combined Description of _Parcels A and B
^Fte z in; at a pcs rst ©n the high water mark of the Pacific Ocean

at the most easterly corner of State Oil and Gas Lease No. 52 in the
i ncon oil Field which point bears S. 69° 48 ? 30

11
 W. 4225,20 feet and S. 381

44 1 , il46 1.0 feet from the corner common to Sections 8, 9, 16 and 17,
To 3 N., R. 24 '1

17., S.B.M, thence S. 51° 166 ? W. 1546.65 1 to a point, thence
N. 38° 44 , . T. 843.83 feet to a point thence N. 61

0
 16 1 E. 516.22 feet to a

point ,, thence N. 38° 44 W. 843.63 feet to -a point on the southeasterly
boundary of ease No, -18, thence along said southeasterly boundary of Lease
No. 48 S. 5 1 16' 71. 3297.27 feet to the southeasterly corner of said Lease
No, 48 thence Sm 2300 feet to a point, thence E. 2446.47 1 to a point thence
N. 510 16 : E. 3797,05 feet to the ordinary high water mark of the Pacific
Ocean, thence meandering along c the ordinary high water mark of- the Pacific
Oceen No 35 0 37{ 'v. 303.75 feet,, No 390 n.Or 30 o? 669,88 feet, thence N.
33° 41

1
 30 W. 666,11 feet to point of begin ing,.

and containing approximately 326 acres



The term of this Lease shall contin^'_:i for a period of twenty (20)

years from and after the date hereof', but such term may be thereafter

extended upon such terms and conditions and for such period of time as

the State deems for its best interests. This Lease shall he subject

to the following terms and conditions,

1. The Lessee shall have the sole and exclusive right to prospect

for drill for, nroduce, and hake oil and gas only from the demised

premises.

2 The Lessee agrees to ?air to the abate annually in advance, as

rental the sum of Five and no one-hundredths (5,00) Dollars, per acre,

which rental shall be credited against the royalties, if any, as they

accrue for the year for which such rental is paid, to pay to the State

in money a royalty in accordance wi t h the formula attached hereto,

marked Exhibit B, mid b y reference made a part hereof, on the oil

produced and saved fro': each well, or on demand, the State = s royalty in

oil, determined in accordance with said Exhibit B Seen raid in money,

the royalty shall be cal culated upon the reasonable :market price of the

oil at the well as determined by the State, which price shall not be

less than the highest -price at which a major oil company then buying; oil.

Of like gravit y and Cual7 icy in Subst nti-al quantities at the Fine on Oil

Field in Ventura ;cunty, California is offering for oil of like gravity,

and quality at the well, and it shall be due and payable not later than

the 25th day of the calendar month following the calendar month in which

the oil is produced, then paid in kind, the royalty oil shall be delivered

in the Held and taken by the State at the receiving tanks of the Lessee on

Cort V;:...
ei'.ht (42) hours' not ice by the Lessee "=tha t a tankfu

l of oil will

be ready for dolivery. The Lessee also agrees to nay to the State,

at the times and in the manner herein specified for the p!,.,rnnen't



of royalty It oil, e d t i
• k yl^ =14.0 sd'^a. ll ^',^;t" of the Jr 4'4 

iJ'
♦ rv^d'. e 1, ^. l.6lsg

at T^zncc^n ^a 1  ^ . l `^ e ntd
\tzx oux , g Ca

l I fornir., of Al dry des,

natural y:solinc and .` her extep0ted. ci.rid. satied fi a the ` as

produced fr the denised '^re:nisas Th^: Bross .'Ar Cet vAus shall be

tho a,Sona_bio 
:carrot 

val.?'t: as fi yod '' j tie gtat e, unless such dry as

natural saline and We  .}rodu'cts ars sold nur went vo a sales

oontra:,t a ^n ovet_ by uz^..`. Su' e

ut?°: u!& tile ! w Sv
c
:: cx':;i'4Ct t State.  t 7 .7 .tr; -^J'L3^ the 42_^^5 `i'^.^^, 13'Oiit.$O^.S

W er than it, tao or . . so .hi ne , the Lease c shall 
7

telv renort

such fact. to the SAWE' vnd sh u. can to she Stats th^'.sefcc a royalty

to be mutually r reel n _ ;n t:_r ..rtiE-es, Eece to and : __:etc shall be

based noon the Cross narhe value of Sn a r'.-o-,'_uC', s in the field idien

nroduce_d. Said tress aarket value sal be such reasonable market

value as shall be fixed bytice State.

T to thehe Lessee shall pay n.^_ tat f W y y^. .^ -:.vG-' the+?taw ham' royalty oh are of

any bonus received by the Lessee from the ucle of any oil, gas, natural

gasoline or other products produced hereunder.

The State may, at i`cc o bion, take ?'ts wet or dry royalty gas

natural dasoli'ne and cui' other -products in ?kind Delivery thereof

to be made at a manufacv }.. rin plant located nroxi' ate to the demised

>c recises ;Thera it can be processed or at such other Mace as the

parties hereto may a,;ree,

The 
e 

State the i f. a =3, 1.^?Z, 
•
.^ t' :aw^ reserves a'7.^,^'1':, to lease or t7 c;:}.F' rni 5G' :.15'}QSG'

of the surface of the landz (;"i:ioraced within this Lease,

14 This Lease ma not be assigned, transferred or suble't,

except nth the written e .sesnt of the , t; and ,hen only to a person,

unsuBnirion of persons, or corporation, ::ho at the time of the proposed

assi nment transfer or sublease, possesses '.die qualifications provided

in Division G of blie Public tksources Code, Statutes of California.



Should the State consent in voiGinp to the assignment, transfer or sub^

iettK6 of this Lease, the L e ssee shall continue to assume, during the

tern of is Lease or &.a1y extension thereof, jointly '.ith any assignee,

trans or ee or sub-lessee,, responsibility_' for co _•: ;liarice with all of

the terms, covenants, conditions, agreements and o ovisions of this

Lease=,

5, This Lease mat° be surrendered and terminated, or any portion

of the devised }remises v - be surrendered, as to any or all separate

and distinct oil zones, ,von the ,oasnt of all royalties and other

obligations due and '' ob l e be the State,but in no event shall. such

termination he effective mntii she Lessee has colaulied with all of the

then existing laws cn? rules an regulations relative to the abandon

meat of oil and gas wells, The State may refuse to permit the Lessee

to quitclaimany portion of the demised °remises, if in the opinion of

the State, such auitela i ing would not be in. the best interests of the

Stateof California;

In the event of partial surrender, as mro2idedi, the portion of

the area nui'Gclai & shall be in a compact forni and contain ten acres

on mulbinles thereof, S1. K _uitolai 1 shall exoressly ;rat to the

State €ire' its Lessees the necessary or convenient easements or rights

of-way through, unier or over the portion nob qui clai;Ierl, to prospect

for, ?roduce and take oil nn? :as and other oroducts from such surran

derod areas or zones; r ended, hayevq , that no easement or right-of

way is expressly grantee to the State or its Lessee if such casement

or right-of way shall rosy within ie hundred (100) feet from the

perforated portion of any ash y. or arehls located in the demised premises

and belonging to the Lessee .-,"ho is cuitclaimirS. For each ten acres

sup rende 9e," a; to one or sees oil zones, the Lessee's obligations here,

under as to the masher of wells to be drilled. shall ho reduced by as



any wells as are repuirod to be drilled hereunder to such oil zone

or zones for each ten acres of the demised premises.

6. In the overt the Lessee shall .ail in the ?erfonca.n3e or

observance of any of the terms, covenants , arid sti.nulat3_onc hereof,

or of the rules and rewul ations of the State now prom:ul^;atoc or any

reasonable rules or reou].utl ens oh i b it wry hereafter promulgate

and if such default shall continue for a ceriod of thirty (30) days

after n rltten notice thereof to the Lessee, and no steps shall have

been Lacen within thac time s in goo d faith, to remedy said default,

then the State r;ia~,
r
 cancel s aid Lease and enter uaon the ri niised

urcaises and take nos` ession of the same and all facilities, tools,

e yuipment and suopliec uheroon, for the ournose of completing and/or

operating said wells, Shcmid -l essee fail or refuse to opera

t1io wells or wells in the manner prescribed by the orovisions zl'M

t1 j, r..Jea se, then the State shall have the right and power to operate

pr s}ii ° . storm the entire operations of the Lessee upon the demised'

t.. }X ^'2E113E'.Ss
...until such conditions have been corrects&! the Le 'see hereby

*agrees to pay all expenses incurred by the State incident to suchz

'S•-to • actions 
The 

waiver of or failure of the State to act upon any

particular cause of forfeiture shall not prevent the can_coil9tion of

this Lease for any ether cause or for the sane e cause occurring at

another tone.

7, The State ea ressly reserves the right to allow, and to

Continue to allow if and whore presently er: .sting, upon such terms as

the State nay determine, the joint or several use of such e ements

or ri its-of vay,, including ease'_!tents upon, through, or in the demised

premises as may be necessary or c.pprop3:'1'abc for the working of any

State lands

3a fho Lessee shall use all roasor bie precautions to prevent

waste of oil or gas developed in the demised premises, or the entrance
n.s tj A,



a

of rater 6 0 , %1 wells drilled to he oi -beari, at rata and the C.o--

stru Lion or Injury of the f.l deposits,

9 the Lessee shall comply :,'ith all valic laws of the United

States and of the Sbabe k of California and . l ab all valid ordin,anc9s

of cities and counties applicable to th€. Losse 's operations, in-

eluding without limitation by reason of the specifications thereof,

the Lessee's co uliancu .+'ith Division P acid C of the Public Resources

Code, Statutes of California, arid such rules &nd. regulations as are,

or may be issue& oursuent thereto.

10, The Lessee shall com cence operations for the drilling of

wells into the denised a.reui.ses, and thereafter diligently continue

with such drilling in accorbance with the drilling progra1 attached

hereto, marked Exhibit .P, and by reference made a part hereof. The

drillinj obli ations icnosed upon Lessee by the provisions of this

paragraph shall be cusoc,;nded during such time as the Lessee is pre-

vented or hindered from co' l ing therewith by wars, strikes, riots,

acute and unusual labor o caterial short :as s, acts of Pod, laws,

rules and regulations of, any federal, Sant_ or municipal agency or by

such at her unusual conditions as the SLai,o ena''.I determine to he beyond

the control of the Lessee,

the Lesser shall exercise reasonable diligence in t:

opyratio',:TL of the wells while the p roducts therefrom can be obta ne

in co'.!`morcial guantiti-e s =6 shall not unreasonably or unnecessari1

spend continuous operations except with the consent o f the Stay '^s

All operations hereunder shall be carried or in a D et er and ,,orkaaarr-

like manner in accordance, with approved me hods and with due regard,

nor the; naotection of the safety and. health of or]Q e 

12, The Lessee shall be liable for and agrees to i2 dem i1y the

State against any and all losses. damages, claims, demands or a.G'ticns

caused by, c.risQU out of, or connected ;:i.th the oparatione of the

Lessee hereunder,
-7-



13, The Lessee sh.11, at the tine of execution of this Lease,

furnish anj :hereafter Unchain a good and sufficient bond in favor

of the State of California in the penal sum of 2 5.000®O0 to

guarantee tile:: faithful n • rfolnance by the Lessee of the terms

covenants and conditions of this Loase and of the provisions of

Division d of the Public Ros:ources Code, 3tatutes of California, and

of the rules and re ulotion; nomuigatod horeundor.

14_, Thu Lessee shall fileuit _ thu dta.tc true and correct conies

of all sales contracts for the disposi."tion of oil, gas, natural gaso-

line and ocher substances ptcduced hercunde , Said copies shall be

certified by the Lessee to be true and correct copies of the originals.

In the event the State cho? ld. elect to take royalty in money instead

of in kind, the Lessee shall not sell or otherwise dispose of the

products produced hereunder except in accordance with such sales con-

t racts or other nethod first approved l : ri ing by the Sate,

15® The Lcsscv shell furnish correct and true monthly statements

in detail in such form as may be prescribed by the State, showing with

respect to each ell ., the a. cunt, grav -it .r and market price H the well

of all oil oroducud, saved end sold, the amount and gross value of gas

produced, saved, usad and Sold and the _: .-o int x'-nd c,ross value of natural

f .sollnc or Othe r products snouuoed hereunder by the Lossoc there-

from durins the PrCccOng calendar month, and the number of days each

well is on eroducd.ion, as the basis for computation of royalties due

6 he S ate0

r_7 1 a true, correctc The ^^;^5::'
E
d Ssiti'-.^. v   r y Cull and Co:p ':? l C: t E;

Cecords and accounts of the cost of Kvolol meek and he cost of

productiwi of oi L , sa '. '
r , Mi of ^aso line and o cr '3.rcdact2 derive

from the veils drill d 5'., Lessee into the Le ids& 7ru..' mss. Buell

records and aecnunse s w 1 1 a open and _. `M -b ,. at all reasonable
-'j.„



times to the inspection an d omamination of any person authorized by

' he State .

17. The Lo s see does hereby conscnt to an examination of the

books a"1CL records of any individual, association or corporation which

has transeori. ec' Par, on received frog° th_ Lessee any oil s pns, natural

gasoline and other products produced from the cle:nised ore'•".iises; and

to the insJ c"Gi_on at all ".;r1_ otus of the operations of the Lessee with

resnoc.t to the '4 tills improvemonts machinery and .Piaturce used in

connection therewith by tiny person authorized by the Mato,

 Thete Lessee st,al l eke to L a includi S electric lo .
	:rid

surveys of the wella 6 ri1iwT by the Lessee into the de'nis'd ^remises

in aceof'dancs with the 'o isions of this lease and in accordance with

z ?' rovod c ur.ent -ef uc ces of ons
ia_ ions of this c_ . l 'ac'er 

in effect

at the tine it i nde°rt; '._e£; ocb oocr': ` ,tl_ons _nc 1~n}^ t ? ]'i 1^:•,

CCL` i h . of all such logs and. surveys,^....1 ,.." n records and we .iI

!Kl' S' '(JY1 o a: l •l `r-ec •or" Lai' well
.:
ccrr 'S TSt`..,= bhe e " 2?]c G S t s

rlfIr.akis.vion ,::i ?. the State Lands Cosr11-a:i ± C)n .c:.: 1 U.;.dat.c;..ie1 4i1..respec:t

 • tic shall 1 r':a1 ._ti,_. the surveys ^^.a<'L ut ,Lxiv ^.c^.a 	^..^^..1 . ^^:... ^^^^.^.1 ^lr: atthe t ^^^

1 Lessee doesi 	s analyse ?.ire C`ombitsio The Le doeataken ;to .. ^_ ^:'-.a .a ^ :^'1u...^' __ is 7 ^. 7 ^, ^^ ^, r 'e^ ^'.

. . u t q,,:, the e statutory li ._

..
..0 ;, "1 rJr  N uci7.'.i. 'li»] _ L?.. 1.°'^':. ^q o1^

a duly ae -Lhof".i a . - anal.op f'i ., of th j, of en ju T o , .: pion filed with

the j' 1 ' t . r• on o f 
O'! l end has of the Wy t?e t ^ - ! Ts'ourcos by1;alU .. _. , .l.s 7-^.. , of .. ..^_l .. 	......a O . 's.:a; Peon .^. ^i.0 of +c.; .,i` Y u^:.. _

the Lcss ._ce Ann ancL z 7.1 i.afoa tio, filni Ly .,h•.:. Los se; _tip 'the

aid Division of hi I see G I be vailible at all tine s to the

Stats for t , r r • co ci anfosoin cowilOnce nitttb _ ten,,,

Jo`dsn.,.nts, ,.,]` t d conditions ti. of this eara --:._n'_, end _ u and 'r u1at1.ons

nose es is _ aft':` '? I` 0 `1U, I - , t ?e d ',, the Steto

1 J® : r 7:', 'Lessee sh .? I ur , t to 'be `a t 
G_. 

C.C3'^ il^.CrC^ =G^'ray'12)t . 5 ....a .

Call Sipe lines :;t ,eche{l_ any anresar to aid wells and ^"^:]3 ? "^i
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i ..,ck a o or. additions .prom t4 
9 

and sho.1I z;au5c all oil, and

oczxsuruall a;µ  :i';1oth^,r dry or in i_ aaordancurritb hu Yulus and
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be drilled in accordance lath the rules and regulations now or which

may hereafter be promulfated by the State, only upon filled lands or

shall be slant drilled from an upland or littoral drill site to and

into the subsurface of tho tide lcr submerged lands covered by this

Lease; and on a course and to an objective approved in writing by the

State prior to the commencement ofe'f such drillings The derricks,

na.ch? cry, and lany and all other surface structures, equipment, and

appliances shall be located only upon filled lands or upon the littoral

lands or ,.ipland ,, and all surface operatirow ps shall be conducted therefrom,

All operations under this Lean i=hall. bo co uctec in such

a manner as to prevent pollution and contamination of the ocean and

tidelands or any impairment of and interference with bathing, fishing

or na gigs hion in the waters of the ocean or and bay or inlet thereof,

and no oils tar, residuary product of oil, or any refuse of any kind

from any well or works of ti ` Lessee shell be permitted to be deposited

on or pass into 
the 

craters of the ocean or any bay or inlet thereof

23® in the event that the Lessee at any time during the tern3

hereof is insolvent $ or makes a volu ear
.," ass7gm-lent of his assets

for the bcnerit, nf creditors, or is adjudged a bankrupt, either upon

Lessee's voluntary petition in bankruptcy, or upon the involuntary

petition of Lessee's creditors, o r any of them, or should an : tt chmont

be levied and permitted to remain Par an unreasonable length of time

upon or against the interes,:, rights or crivilages of Lessee in or to

any oil, gas, _natural pa olive or other ar •oducts produced from the

wells drilled by Lessee upon the demised premises, then_ all of the

interest, _' i d
- ;s and i ileges of Lessee in and to . J. nil, g '-s,

natural nasolins on ath:i nroducts 'aroduced and saved from ''dine ['±41 aisod

p renisee y room ens of Los sees opal :t _ens s erwon, shall immediately

cause, Gsnsinnate and end eon in such event the State shall have, and

-1



Lessee, by the acceptance hereof, horeby lives the 5-bate the right,

option and privilege to cancel and terminate this lease and all of the

terms and provisions g ra;_ted hereby, and 1 of the rights and privz

lego s of Lessee in and to or upon the de: iced premises and in and to

any oil, gas, natural gasoline or other products produced and saved

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

all of Lessee's rights and privileges granted by this Loose shall

immediately cease and t ermi.m . v and end upon receipt of written notice

from the State that the state is so exercising its Option®

21. `('.''', e Lessee may use for such operations of Lessee's wells in

the demised ;,remises as are necessary, oil produced from Lessee ; s :;ells

upon the demised premises, Such o_il shall be used for fuel purposes

ONLY. The Lessee may also use for fuel purposes ONLY, gas produced

from Lessee s l'i'ef,s upon i:hy dem.sod premises or gas received- currerray

in exchange for such gas so produced. Any surplus gas produced from

the Lessees wells or received ved currently in exchange for such gas so

produced may be used OITI ... p such easlift e erati ons in Lessee t

wells in the demised premises as are necessary or for necessary re-'

pressuring of the oil. Sand o sands from w] ii ch. the well or wells may be

producing. The St a te at its option Shah :.e E.'} -,-,3 Clod to take, '_ tho t

payment of compensation therefor but at no expense to the Lessee.

all Surplus gas :' r: . E cannot be marke ted by the Lessee a t a reasonable

pri cep Such surplus p as as nay be taken by the State shall be for 'Ch

use of the State of California.

25. In the event it should become necessary to dehydrate or clean

the oil produced from wells drilled into the demised i^relni. se;^ , the

Lessee shall be entitled to an allowance of actual cost n t to

exceed cents per barrel of net royalty oil 30 dehydrated or cleaned,

or at such other rate per barrel as the parties hereto may mutually

-12.



26, Lessee shall be e3.apowered to sell_ arid convey E; nod title to the

full .:.mount ofo.E te State's royalty share of oil, 55.5, natural waooline

And other 
,.
r. oducts produced and srrirsd if and when such sales have been

approved in i Ong as herein provided. All oil, gas, as,li.ne or

any other products :Src:1L?cec from the demise d premises shall be held

by the Lessee in trust for the St to uasbi l the Lessee shall have

made full royalty payment to the State therefor.

27, t s Lease maynriv be terminated andarid any of the provisions here

of ma y be 1'iiodifieC or a1T7?.r:'Ear 1 upon the mutual consent in writing of

the pasties hereto.

2Ba A .l notices herein ,provided to a pi oar or whichh nay he

given by either party to the other shall he deemed to have been

fully given when 1mfe in :ri in4 end deposited ' ti the U S'r s ;? ^^'.^"i .^I^Pecs States

ma l]., re etei ed. arid rootage prepaid, and adds-es ed its follows

(To the `State)

Stare Lands Cris'.'."_ssi oan,

Call fornia State Puii:U.ng,
Los a'^ e l.`.:• 8 12, C . 4...'s onria,

and

fC the Lessee

Beloil Corporation s Ltd.,
P. 0. Box 179,.
Inglewood, California

The addresses to which the notices shall or am . be .mailed, as afore-

said, to either party, cha:_i be rhangad by inn ttea notice.

given by such party to the of}ior as hur'einabove provided but nothing
-13.



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

service.

29 The Lessee agrees to pay, when due, all to es or assess ent

la wfully assessed and levied under the laws of any State, County ¢ City

o,.r the United State: of America, against improvements or against Oil .1

gas and other products produced from the demised premiseso

I`.
r
 r' Td SS fl.UECF, The parties hereto have executed this Lease

the elate and year first above written;

STATE L.'TS 'CGY0lISSION of the
STATE OF CALIF03"EIA

J

LESSEEŝ, t7-,:

BELOIL CORPORATION. LTD.

President

Attest
Secretary

LIDO PETROLEUM _COMPANY.....

By .__^_.. r_.__.
President

Attest:

Attest r.
Secretary.

-l4



XHI SIT ""A":

to The failure of the State to enforce any of the conditions or

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

of such conditions or requirementso

2q The term a ' operations" as used herein is hereby defined to be the

actual penetration of the ;round with a drilling, bit,

3, Any offset well drilled in .accordance with the provisions of

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

bottom hole location as shall be determined by the Commission,

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

its producing interval within 500 feet from the exterior boundary of this

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

commercially profitable quantities then the State may notify the Lessee

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

the date of such notice, the Lessee shall commence operations for the

drilling of an offset well an the demised premises to the same zone as

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

oil and/or gas

5, For the purposes of this agreement, the existing and prospective

oil and/or gas zones in the offshore portion of the Rineon Oil Field are

defined as follows:

Upper Zoned Al. oil and/or gas-bearing strata above the
base of the geoloTival "marker. generally known through
out the Rinoon Oil field as the ;:":iley Shale. Said Upper
Zone as herein d ;fined ,g includes what have sometimes been
called the Top Zone and the intermediate Zones

Miley Zone® : All oil and/o gas-hearing strata between the
base 5T1ie lh le y Shale and a vertical depth of 2000 feet
below the base of the Miley Shale,



First Deep Zone. All oil and/or has bearing strata between
ase the Wiley Zone, as defined herein and a

vertical depth of 3800 feet below the base of -tile Miley
Shale, Said First Deep Zone includes the productive oil
hearth ; strata encountered at a depth of approximately 6570
feet in Chanslor-Canfield Midway oil Company's well Hobson
C-9, and at a depth of approximately 6440 feet, in Richfield
oil Company's well itobson No 1 in the upland portion of
the Rinoon Field,

Second Deep Zone, All oil and/or gas-bearing strata below
-t e zse c^T -c^?,T:; .I'.ret Deep Zone as defined herein. Said
Second Deep Zone includes the o lbearing strata encountered
at a depth of approximately 7270 feet in Richfield Oil
Company r s well Fee No, 1 and between depths of approximately
7410 feet and 9337 feet in Chanslor-Canfield'-ddway Oil
Comlany t s well Hobson Ci9, and between depths of approxi-
mately 75 50 feet and 10,515 feet in Chanslor-Canfield
Midway ail Company l s well Hobson C--3 in the upland portion
of the Rincon Field, 

and 
also includes all prospective

deeper oil sands,

6, Within sixty (60) days from and after the date of this Lease, the

Lessee shall conmenee operations for the drilling of a well to the Wiley

Zone or, at Lessee's option, to any deeper Zone as defined herein, and shall

continue diligently thereafter with the drilling until such well has pene-

-Crated the objective zone to a depth sufficient to determine the productive

possibilities of such zone, unless by mutual written consent of the parties

hereto, it shall be determined that said well should be drilled to a greater

or lesser depth, in drilling said well, an electric log of all formations

penetrated shall be made, and rook core samples shall be taken 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.

Copies of all electric-logs, surveys, paleontological reports, dip-meter

records, rock core samples and all other drilling data shall be immediately

available to the representatives of the State. in the event that more than

one oil and/or gas zone is indicated by the sock cores and/or electric log,

and the first of such zones tested demonstrates  that such zone will not

be Productive of oil and/or gas in commercial quantities, then adequate

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

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

-2-



1. with thirty (30) days from and after the date of comuJotion of the

first well, or the cessation of drilling or testing operations therein, the

Lessee shall coe?aence operations for the drilling of the next well., and

operations for the drilling of each succeeding well thereafter shall be

commenced within thirty (30) Jays from and after the date of completion or

cessation of drilling of the preceding , well, to that there shall be drilled

to each commercially productive oil and/or g ,gro zone, if it is mechanically

practicable to do so by slant Willing, at least one well for the production

of oil for each ten acres of the area contained in the demised premises and

at least one well f or the production of gas for each 40 acres of the area

contained in the demised premises. At least one dip«meter record shall be

made during the drilling of each well

B® If the first well completed by the Lessee does not penetrate to

a depth sufficient to test the oil possibilities of the Second Deep Zone,

as defined herein, teen within six (6) months from the date of this Lease,

the Lessee shall commence operations for drilling at least one well to a

depth sufficient to adequately test the oil and/or has possibilities of

said. Second Deep Zone.

0. In the drilling of the first well to the Second Deep Zone, the

Lessee shall make or cause to be made, and immediately thereafter the Lessee

shell furnish to the State, paleontological reports on the rock-core

samples taken from said well in order to idensify the stratigraphic age and

sequence of the geological formations penetrated by the well, and to

correlate such formations if possible, with the formations penetrated by deep

upland wells in the Flincon and/or Padre Canyon and/or Ventura Avenue oil

Fields.

_J-
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EXHIBIT UP

The, oil royalty which the Lessee shall pay to the State

shall be accor.din2 to the following fornulo:

P 3Q.0 i
rm 6^

was + ,016667P

There '_ ^i s the royalty rate it oer° cent

auel,_cablo to the total value of tho cro-

cluet _on of oil from each _11 r.',:rang tho

month s and

P is the average daily nroducti,on of the

well, determined by dividing the total

production for the 
„
oath by the total

number of oroduction days of t went y --four

hours each

provided, however, the Lessee shall nay at al. I tires a minimum

royalty of sixteen and tro-thirds (15 2/3) per cant upon such

average daily productions

ITi .i i,',T }l; T I OIrS TO B I.Ci1)r?'-'ti

The last tern of the above eaucti on shall be inserted

by the bidder to establish the oil .oyalty which the bidder

shall Say to t e . State.


