‘ - STATE OF ALASKA
“FQRM NO. DL DEPARTMENT OF NATURAL RESOURCES

(Revised May, 1973}

- , : Division of Lands LEASE NO. ADL =63059

Competitive Qil and Gas Lease

THIS LEASE is made by and between the State of Alaskn a:nng by and through the D-rector of the Division of Lands, Department of Natural Resources
or his authorized agent, hereinafter called l_essor s and !

Union 0il Company of California

909 W. 9th Avenue, Anchoraae Alaska 99801

hereinafter called ‘Lessee’, whether one or more.

1. GRANT. For and in consideration of a cash bonus and the first year's rental, the receipt of which is hereby acknowledged, and of the rentals,
royalties, covenants, and conditions herein contained on the part of the Lessee to be paid, kept and performed, and subject to the conditjons and reservations
herein contained, Lessor does hereby grant and lease unto Lessee, exclusively, without warranty, for the sole and only purposes of exploration, development,
production, processing and marketing of oil, gas, and associated substances produced therewith, and of installing pipe lines and strugtures thereon to find,
produce, save, store, treat, process, transport, take care of and market all such substances, and for housing and boarding employees in its operation thereon,
tne tollowing described tract of land in Alaska:
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Section 4: Protracted remainder only ' '

Section &5: All =
containing.....,zs‘é.:.3..8.....‘....acres. more or Ie__ss. hercinafler called "sad lane’, - _ "

For the purposes of this lease, said land contains the Itgal subdivisions, as shawn on the plat of said land attached hercto, marked Exhibit A and by this
reference made a part of this lease, ’

If said land is described above by protracted legal subdivision and Lessor hercafter causes said land to be surveyed under the public land rectangular’
system, tne poundaries of said land shall be those established by such survey, when approved, subject, however, to the provisions of the regulations relating

o such surveys.

2. ‘oIl AND GAS' ‘Ol means crude petroleum oil and other hydrocarbons regardiess of gravity which are produced and saved in liquid form at the
well by ordinary production methods. ‘Gas’ means all natural gas and all hydrocarbons produced at the well not defined herein as 0il. "Associated substances’
'mean all substances produced in association with oil or gas and not defined herern as 01l or gas.

3. TERM. This lease is issued for an initial primary term of ... D.... years from date hereaf, subject to extension as provided in Paragraph 4 hercof,
and shall continue so long thereafter as oil and gas or either ar any of them are produced in Paying quantities from said land: provided, that this lease may be
extended beyond its primary term as provided in Paragraph 5 hereof and shall not expire under the conditions set forth in Paragraphs 6, 7, and 8 hereol.

4. EXTENSION BY SUSPENSION OF OPERATIONS. If, prior to the expiration of the primary term, Lessor, in the interest of conservation, directs or
assents to the suspension of all operations and production, if any, hercunder, the primary term will be extended by adding the period of suspension thereto.

5. EXTENSION BY UNIT PRODUCTION. (a) This lease shall without apphication be extended beyond its primary term if upon or prior to the
expiration date of such term the lease is committed to a unit agreement approved or prescribed by Lessdr as provided in the requiations, production of oil or
gas is had in paying quartities under the agreement, and 3 portion of such production is allocated to said land under the agreement. In such event this lcase
shall continue in effect so long as it remains subject to such agreement and actual production under said agreement is allocated to said land; (b) The
commissioner may, in his discretion provide for the extension of the term of this lease, if such lease is on the expiration date thercof included in an approved
unit plan or if it is included in a program of secondary recovery operation designed to bring about or restore production, provided, however, that if any lease
or portion thereof is eliminated from such unit plan or recovery program, or if such unit plan or recovery program is terminated, then any such lease or
portion thereof shall continue in full force and effect for ninety (90) days from the date of such elimination or termination and so long thereafter as drilling
or redrilling operations are being conducted thereon and so long thercafter as oil or gas is produced in paying gquantities.

6. EXTENSION BY DRILLING. {a) If production shall have been obtained in paying quantities during the primary term, and if, at the end of the
primary term, or at any time prior to the end of the primary term, such production shall have ceased from any cause, or in the event production shall at any
time or times after the expiration of the primary term cease from any cause, then this lease shall not terminate if the Lessee commences drilling or reworking
operations (either in a well from_wmch production has ceased or in a new well) within sixty days after the cessation of production, and the lease shall
remain in full force and effect so long as such operations are prosecuted with reasonable diligence or are suspended under Paragraph 25 hereof; and, if such
drilling or reworking operations result i™he production of oil or gas, the lease shall remain in full force and effect so long as oil or gas is produced therefrom
in paying quantities; (b) if actual drilling has commenced on the expiration date of the primary term of the lease and is continued with reasonable diligence,
such operations to include redrilling, sidetracking or other means necessary to reach the originaily proposed bottom hole location, the lease shall continue in
full force and effect until ninety (90) days after such drilling had ceased and for so long thereafter as oil or gas is produced in paying quantities.

7. EXTENSION BY SHUT-IN PRODUCTION. If, upan the expiration of the primary term or at any time or times thereafter, there is on said land a
well capable of producing oil or gas in paying quantities, this lease shall not expire because Lessee fails to produce the same unless Lessor gives notice to
Lessee allowing a reasonable time, which shall not be less than sixty days, after such nofice to place the well on a producing status, and Lessee fails to do so;
provided, that after such status is established such production shall continue on the said land unless and until suspension of praduction is allowed by Lessor.

8. EXTENSION BY SUSPENSION OF PRODUCTION. This lease shall not expire because of any suspension of operations in or upon or production
from said land if such suspension is made under any order or with the consent of Lessor.

9. RENTAL. This lease shall terminate on any anniversary date hereof prior to the completion on said land of a well capable of producing cil or gas in
paying quantities, unless on or before said anniversary date Lessee shall pay or tender to Lessor as annual rental a sum equal to $1.00 per acre, or fraction
therof, then included in this lease, or unless such annual rental has been waived or suspended as provided in Paragraph 12 of this lease. If Lessor's oftice is not
open for business on the anniversary date, the time for payment is extended to include the next day on which said office is open for business.

10. MINIMUM ROYALTY. Commencing with the lease year beginning on or after completion on said land of a well capable of producing oil or gas in
paying quantities, Lessee shall pay Lessor, at the expiration of each lease year, in lieu of rental a minimum royaity equal to $1.00 per acre, or fraction
*hereof, then included in this lease, or the difference between the actual royalty paid on production during the year If less than $1.00 per acre and the

rescribed minimum royalty.

11. ROYALTY ON PRODUCTION. Exceot for oil and gas used on said land for development and production or unavoidably lost, Lessee shall pay
Lessor as royalty the following:

(a) On oil T per cent in amount or value of the oil produced and saved and removed or sold from said land.

(b) On gas lb.“z[j.. per cent in amount or value of the gas produced and saved and sold or used off said land or used for the extraction of natural
gasoline or other products therefrom.

(c) On associated substances J}: 2]5 per cent in amount or value of such substances produced and saved and removed or sold from said lands.

o 12, REDUCTION OF RENTAL AND ROYALTY. Rental or minimum royaity ma)! be walved, suspended, or reduced, or royalty may be reduced on
: f all of said land Or any tract or portion thereof segregated for royalty purposes if Lessor finds that such relief is necessary for the purpose of encouraging the
' L'_._ ,greatest uitnmate recovery of oil or gas and is In the interest of conservalion of natural resources and either that such relief is necessary in order 1O promote
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13. ROYALTY IN KIND. Whenever, at the option of Lessor, which may be exercised from time to time upon not less than six months notice to
| Lessee, Lessor elects to take its royalty in kind, Lessee shall deliver free of charge (on said land or at such place as Lessor and Lessee mutually agree upon) to
Lessor or to such individual, firm, or corporation as Lessor may designate all royalty oil and/or gas produced and saved from said land. Such oil and/or gas
shall be in good and merchantable condition. Lessee shall, if necessary, furnish storage for royalty oil free of charge for thirty days’after the end of the
calendar month in which the oil is produced from said land; provided, that Lessee shall not be held liable for loss or destruction of royalty/oil and/for gas
from causes beyond Lessee's reasonable control. Should Lessee dehydrate or clean the ml or gas produced from said Iand. Lesses shall be entitled to an
- allowance of the actual cost of dehydrating or cleaning said royalty oil or gas.

14, ROYALTY IN VALUE. At the option of Lessor, which may be exercised from time to.time upon not less than six months notice to Lessee, and in.
_-lieu of royaity in kind, Lessee shali pay to Lessor the field market price or value at the well of all royalty oil and/or gas. All royaity that may become payable

in money to Lessor shall be paid on or before the last day of the calendar month following the month in which the oil or gas is produced. The nayments shall
be accompanied by coples of run tickets or other satisfactory evidence of sales, shipments, and amounts of gross production.

15. PRICE. The field market price or value of royalty oil or gas shall'not be less than the highest of: (1) The price actually paid or agreed to be paid to
Lessee at the well by the purchaser thereof, If any; or (2) The posted price of Lessee in the field for such oll or gas at the well, If any, or, (3) The prevaiting
price received by other producers in the fleld at the well for oll of like gfade and gravity or gas of like kind and quality at the time such oll or gas is removed
from said land or run into storage, or such gas is delivered to an extraction plant.

, 16. - PAYMENTS. All payments to I.essor under this lease shall be made payable to the Department of Revenue of the State of Alaska and shall be
tendered to Lessor at the nlace designated under Paragraph 44 for giving notices to Lessor.

17. , OFFSET WELLS. Lessee shail drill such wells as a reasonably prudent operator would drill to protect Lessor adequatelv from loss by reason of
drainage resulting from production an other land. Without limiting the generality of thé foregoing sentence, if oil or gas should be produced in a well on
other land not owned by Lessor or on which Lessor receives a lower rate of royaity than the royalty under this lease, which well is within 500 feet in the case
of an oil well or 1,500 feet in the case of a gas well of lands then subject to this lease, and such well shall produce oll or gas in paying quantities for a period
of thirty consecutive days, and If, after notice to Lessee and an opportunity to be heard, Lessor finds that production from such well Is draining lands then
subject to this lea Lassae shall within 120 days after written demand by Lessor begin in good faith and prosecute diligently drilling operations for an offset
well on said land.}n lie f drilling any well required by this paragraph, Lessee may with Lessor sconsent compensate Lessor in full each month for the
estimated (G3) of r It:{éougn drainage in the amount determined by 'Lessor. . i

18. THE This lease contemplates the reasonable development of sald land for oil and gas as the facts may jusnfy Upon discovery of oil or
gas In Da,wng quantities 65‘sald land, Lessee shall drill such wells as a reasunably prudent operator would drill having due regarc for the interests of Lessor as
well as theTnterestOOf Lessee. <2 '

19. LIGE@E PRﬁ);E@ION OF WASTE. Lessee shall exercise reasonabie diligence in drilling, nruclucing. and operating wells on said land unless
consent t!!'susoe@:pneraﬂum tEmporarily is granted by Lessor; shall carry on all operations hereunder in a good and workmanlike manner in accordance
with appﬁﬁd nrettrods and Dri‘&lces. having due regard for the prevention of waste of oil and gas and the entrance of water to the oil and gas bearing sands
or strata Lg_phe dastmcth:m or Tijury of such deposits and the preservation and conservation of the property for the future productive operations; shail use
reasonable care |i r.m:per safeguards to prevent the pollution of water; shall plug securely in an approved manner any well before abandoning it; shall

allow Le&a‘r to |nspecti'z1l operations at any time; shall carry out at Lessee's expense all reasonable orders and requirements of Lessor relative to the
prevention of w‘@ ano‘“ﬂu preservation of said land, and on failure of Lessee so to do, Lessor shall have the right together with any other recourse available
to it to enter o 50d land to repair damage or prevent waste at Lessee's expense; and shall, abide by and conform to valid applicable rules and regulations of
the Alaska Oil and Gas Conservation Committee and the regulations of Lessor relating to the matters covered by this paragrapn in effect on the effective date
nereof or hereafter in effect if not inconsistent with any specific provisions of this lease. : ; .

20. APPROVAL OF PLANS. Lessee shall not place into actual operation any plan or method for the purpose of stimulating or increasi rum:r:tian
on said land other than plans and methods in common use without first having obtained the written approval of Lessor. .

21. LOGS AND RECORDS. An electric log or radioactive log, if taken, and a descriptive geologic sample log, if taken, and a record of tests run for
each well drilled on said land, together with a plat showing the exact location of each such well, shall be flled with Lessor within thirty (30) dRys after such
well has been completed, suspended, or abandoned. Any and all information filed by Lessee with Lessor in connection with this lease shall be available at all
times for the confidential use of Lessor for the purpose of enforcing compliance with the terms, covenants, and conditions of this lease and the reguiations of
the Lessor but shall not be open for inspection by any person other than officers, or employees of Lessor and persons performing any function or work
assigned to them by Lessor for a period of twenty-four (24) months after the thirty (30) day filing period, except upon written consent of Lesses.
Notwithstanding any other provision hereof, said information may be disclosed to any person where such disclosure is reasonably necessary for the
administration of the functions, responsibitities, and duties vested by law in the Commissioner of the Department of Natural Resources or in the Division of
Lands or the Director thereof. including but not limited to functions, responsibilities, and duties arising in connection with any litigation or administrative
adjudication relating to this lease or to the rights, duties, and obligations arising hereunder.

22. RECORDS. Lessee shall keep and have in its possession books and records showing the production and disposition of all oil and gas produced from
said land and shall permit Lessor or its agents at all reasonable hours to examine the same. Such records and reports of production shall be based upon such
methods and technigues as shall insure the most accurate flgures reasonably available without requiring the Lessee to provide separate tankage for each well.

23. DAMAGES. AS 38.05.130 provides in part that no rights under reservations contained in certain leases or grants of Alaska land shall be exercised
by Lessor or its Lessee until provision has been made to pay the owner of the land upon which the reserved rights are sought to be exercised full payment for
all damages sustained by said owner by reason of entering on said land; provided, that it said owner for any cause whatever refuses or neglects to settle said
damages, Lessor or its Lessee snall have the right to institute such legal proceeding in a court of competent jurisdiction wherein the land is situated as may De
necessary to determine the damage which the owner of such land may suffer. Lessee hereby agrees to pay any damage that may become payable under said
statutory provisions and to indemnify Lessor and hold it harmiless from and against any claims, demands, liabilities, and expenses arising from or in
connection with such damage. The furnishing of 2 bond in compliance with this Lease will be regarded by Lessor as a sufficient provision for the payment of
all damage that may become payable under said statutory provisions.

24, BONDS.

(a) If required by Lessor, Lessee shall furnish a bond prior to the issuance of this lease in an amount equal to at least $2.00 per acre or fraction thereof
contained In said land but not less than $1,000.00 and shall maintain said bond as long as required by Lessor,

(b) Before beginning drilling operations on said land Lessee must have furnished and snall maintain a bond in an amount of at least $5,000.00.

(c) Lessee may, in lieu of the foregoing, furnish and maintain a statewide bond in the amount of $100,000.00.

(d) Lessor may, after notice 1p tessé& and an opportunity to be heard, require a bond in a reasonable amount greater than the amount specified above
in this paragraph where such greater~=mount is justified by the nature of the surface and its uses and improvements in the vicinity of said land and the degree
af the risks involved in the types of gRerations being or to be carried out under this lease. A statewide bond will not satisfy any requirement of a bond
imposed under this subparagraph but will be considered by Lessor in determining the need for and the amount of any additional bond under this
subparagraph.

(e) If said land is committed in whole or in part to a cooperative or unit agreement approved or prescribed by Lessor pursuant to law and the
requiations and a unit bond is furnished in accordance with the reguiations, Lessee need not thereafter maintain any bond with respect to the portion of said
land so committed to such agreement.

25, ACTS OF GOD. Shouid Lessee be prevented from complying with any expressed or implied covenant of this lease, from conducting drilling
operations thereon, or from producing or marketing oil or gas from said land after efforts made in good faith, by reason of war, riots, acts of God, severe
weather In the area of said land, acts of governmental authorities, failure or lack of adequate transportation facilities, or any other cause beyond Lessee's
reasonable control whether similar to those enumerated or not, then while so prevented and for a reasonable time thereaftor within which to resume
operations, Lessee's obligation to comply with such covenant shail be suspended and Lessee snall not be liable for damages for failure to comply therewith. If
drilling or reworking operations are suspended by virtue of this paragraph and the prosecution of such operations would have had the effect of preventing the
expiration or termination of this lease, then this lease shall not terminate during the period which the obligation to perform such operations is suspended
under this paragraph; provided, however, that nothing in this paragraph shall be construed to suspend the payment of reatals or of minimum royaities. . ¥

26. SUSPENSION. Lessor may from time to time direct or assent to the suspension of production or other operations or both under this lease if such
action is necessary or justified in the interest of conservation.

27. RESERVATIONS. Lessor reserves the right to dispose of the surface of said land to others subject to this lease, and the right to authorize others by
grant, lease, or permit subject to this lease and under such conditians as will prevent unnecessary or unreasonable interference with the rights of Lessee and
operations under this lease, to enter upon and use said land:

(a) To explore for 0il or gas by geological or geophysical means including the dritling of shaliow core holes or strat:granmc tests to a depth of not more
than 1,000 feet.

(b) To explore for, develop and remove natural resources ather than oil, gas, and associated substances on or from said land.
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AMENDMENT TO LEASE FORM -+ -

(1) REGULATIONS:  (a) 'This 'lease is subject to all applicable and valld
regulations of the Department of Natural Resources in effect on the effective
date hereof or hereafter in effect if not inconsistent with any express and
specific provision of the lease. (b) The term "regulations" as used herein,
unless otherwise specified, means applicable and valid regulations of the
Department of Natural Resources, now or hereafter adopted, when not inconsistent
with any express and specific provision herein. ' Eo !

‘ll !

(2) LOCAL HIRE UNDER STATE LEASES: Lessee shall comply with all valid and
applicable laws and regulations with regard to hire of Alaska residents.

' Qualified Alaska residents shall be hired as required in AS 38.40; lessee shall
not discriminate against Alaska residents, as prohibited by AS 38.40 and other
applicable laws and regulations of the State of Alaska. 5
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(c) For nonexclusive easements and rights of way for any lawful purpose including shafts and tunnels necessary or appropriate for the working of said
land or other lands for natural resources other than oil, gas or associated substances. ¥

(d) For well sites and well bores of wells drilled from or through said land to explore for or produce oil, gas, and associated substances in and from
other tands.

(e) For any other purpose now or hereafter authorized by law and not inconsistent with the rights of Lessee under this lease.

28. UNDERGROUND STORAGE. This lease does not authcrize the subsurface storage of oil or gas except as a necessary incident to recycling pressure
maintenance, repressuring, or other similar operation designed to increase the uitimate recovery of oil or gas or prevent the waste of oil or gas produced from
said land or from any unit area of which the said land Is a part Lessor reserves the right to authorize the subsurface storage of ofl or gas in sald land by Lessee
or by others in order to avoid waste or to promote conservation of natural rescurces and upon such conditions as will prevent unnecessary or unreasonabile
interference with the rights and operatians of Lessee under this lease, including conditions pronibiting the storage of oll or gas without the consent of Lessee
in any resarvolr covered by this lease capable of produeing o1l or gas in paying quantities

29, ASSIGNMENTS. This lease or any undivided interest herein may with the approval of Lessor be assigned or subleased as to said land or any one or
more legal subdivisions included therein, or any separate and distinct zone or geclogical horizon underlying sald land or such one or more legal subdivisions,
to any person or persons qualified to hoid a lease. No transfer of any interest in this lease including assignments of working or royalty interests and operating
agreements and subleases shall be binding upon Lessor unless approved by Lessor. Lessee shall remain liable for all obligations under this lease accruing prior
to the approval of such transfer. Approval of transfer of this lease or an interest therein will not be denied except (1) for failure to comply with the
regulations, (2} in the discretion of Lessor, where the transfer covers any distinct zone or geological horizon, or (3) where Lessor determines that the best
interests of Lessor justify such action. Applications for approval of transfer under this paragraph must comply with the regulations and must be filed within

‘ninety days after the date of final execution of the instrument of transfer. Where a transfer is made of all or a part of Lessee's interest In and to a portion of !
the acreage in sald land the assigned acreage shall, at the option of Lessor, or may upon reguest of the transferee and with the approval of Lessor be
segregated into a separate and distinct lease having the same effective date as this lease.

30, UMNITIZATION. Whenever determined and certified by Lessor to be necessary or advisable in the public interest for the purpose of properly
conserving the natural resources of any oil or gas pool, field or like area or any part thereof, which includes or underlies said land or any part thereof, Lessee
may unite with other Lessecs of Lessor or with others owning or operating lands not belonging to Lessor including lands belonging to the United States and
with others, jointly nr separately, in collectively adopting and operating under 2 cooperative or unit agreement for the development or operation of the pool
or field or like area or part thereof. Lessee shall within thirty days after demand by Lessor subscribe to such a cooperative or unit agreement, which
agreement shall be reasonable and shall adequately protect all parties in interest including Lessor. Lessor may with the consent of Lessee establish, aiter,
change, or revoke drilling, producing, rental, minimum royalty, and royalty requirements of this lease if committed to any such cooperative or unit
agreement and may make sugh regulations with reference to this lease with the like consent of Lessee in connection with the institution and operation of any
such cooperative or unit agreement as Lessor may determine to be necessary or proper to secure the proper protection of the public interest. If a portion of
said land is committed to an approved or prescribed unit agreement, the committed acreage shall at the option of Lessor and may upon the request of Lessee
and with the approval nf Lessor be segregated into a separate and distinct lease having the same effective date as this lease. s

31. SURREMNDER. Lesses may at any time make and file with Lessor a written surrender of all rights under this lease or any po Gn thereof
comprising one or more legal subdivisions or, with the consent of Lessor, of any separate and distinct zone or geclogical horizon underlying said @nds or such
one or more legal subdivisions thereof. Such a surrender shall be effective as of the date of filing subject to the continued obligations of Lessee afid his surety
to make payment of all royalties theretofore accrued and to place all wells on the surrendered land or in the surrendered zones or horizons in condition
satisfactory to Lessor for suspension or abandonment; thereupon, Lessee shall be released from all other obligations accrued or to accrue under this lease
with respect to the surrendered lands, Zones, or horizons. £ : . ' .

= 32. DEFAULT; TERMINATION. Whenever Lessee fails ta comply with any of the provisions of this lease other than the payment of rental and Lessee
ails within sixty days after written.notice of such default to commence to remedy and thereafter prosecute diligently operations to remedy such defauit,
Lessor may cancel this lease if at that time there is no well on said land capable of producing oll or gas in paying guantities. If at such time there is on said
land a well capable of producing oil or gas in paying quantities, this lease may be cancelled only by judicial proceedings. In the event of any cancellation
under this paragraph, Lessee shall have the right to retain under this lease any and all drilling or producing wells as to which no default exists together with a
parcel of land surrounding each such well or wells and such rights of way through said land as may be reasonably necessary to enable Lessee to drill and
operate such retained well or wells. L . R A . X

33. EXCESS AREA. If for any reason sald land includes more acreage than the maximum permitted under applicable laws and/or regulations, this lease
shall not be void but the acreage inciuded in sald 1and shall be reduced to the permitted maximum, Whenever Lessor determines that this lease so exceeds the
permitted acreage and notifles Lessee stating the amount of acreage that must be eliminated, Lessee may within sixty days after suth notice surrender one or
more legal subdivisions included in said lands comprising at least the amount of acreage that must be eliminated. If such a surrender is not filed within such
sixty days Lessor may terminate this lease as to the acreage that must be eliminated by mailing notice of such termination to Lessee describing the parcel or -
parcels eliminated. Such a notice shall have the effect of terminating this lease as to the parcel or parcels described-in such notice.

34. RIGHTS ON TERMINATION. Upon the expiration or earlier termination of this lease as to all or any portion of said lands, Lessee shall have the
privilege at any time within a period of six months thereafter, or such extension thereof as may be granted Lessor, of removing from sald land or portion
thereof all machinery, equipment, tools, and materiais other than improvements needed for producing wells. Any materials, tools, appliances, machinery,
structures, and equipment subject to removal as above provided which are allowed to remain on said land or portion thereof shall become the property of
Lessor upon expiration of such period: provided, that Lessee shall remove any and all of such properties when so directed by Lessor. Subject to the
foregoing, Lessee shall deliver up said lands or such portion or portions thereof in good order and condition. i

3s. INTERE.IST IN LAND. It Is the intention of the parties that the rights vested in Lessee by this lease shall constitute an interest in real property in
said ltand. 1t ; .

36. LESSER INTEREST. it tesserowWns 2 lesser Interest In the oil and gas deposits in said land than the entire and undivided fee simple estate, then
the royalties and rentals herein provided.strall be paid Lessar only in the proportion which its interest bears to the whole and undivided fee.

37. CONDITIONAL LEASE. If agor a part of said land is land that has been selected by the Lessor under laws of the United States granting lands to
Lessor, but such land has not been patented to Lessor by the United States, then this lease is a conditional lease as provided by law-until such patent becomes

,effective. If for any reason such a selection is not finally approved or such a patent does not become effective, any rental, royalty or minimum royaity
payments made to Lessor under this lease will not be refunded. :

38. DRILLING OPERATIONS. As used In this lease 'drilling operations’ mean any work or actual operations undertaken or commenced in good faith
for the purpose of carrying out any of the rights, privileges or duties of Lessee under this lease, followed diligently and in due course by the construction of a
road or derrick and/or other necessary structures for the drilling of an oil or gas well, and by the actual operation of drilling in the ground. Any such work or
operations preliminary to drilling in the ground may be undertaken either on sald land of in the vicinity of said land in any order Lessee shall see fit.

39. ACTUAL DRILLING. As used in this lease, 'actual drilling’ means any and all operations necessary or convenient to the drilling of a well in the
ground after the first driiling or spudding with equipment of sufficient size and capacity to drill to the total depth proposed for the well.

4a0. DIRECTIONAL DRILLING. This lease may be maintained in force by directional wells drilled under the leased area from surface locations on

. adjacent or adjoining lands or on other premises not covered by this lease. In such circumstances, drilling shall be considered to have commenced on the
leased area when actual drilling is commenced on the adjacent or adjoining lands or on lands other than the leased premises for the purpose of directionally
drilling under the leased area, and production of oll or gas from the leased area through any directional well surfaced on adjacent or adjoining lands or lands
other than the leased premises, or drilling or re-working of such directional well shail be considered production or drilling or re-working operations (as the
case may be) on the leased area for all purposes of this lease. Nothing contained in this paragraph Is intended or shall be construed as granting to the lessee
any leasehold Interest, licenses, easements, or other rights in or with respect to such adjacent or adjoining land in addition to any such leasehold interest,
‘censes, easerments, or other rights which the lessee may have lawfully acquired from the lessor or from others. However, the Director, Alaska Division of
Lands, may in his discretion and upon proper application by the lessee, grant a surface permit for the location of a directional wel) site upon and through
adjoining, adjacent, or other state lands other than the leasehoid premises. #

42, INTERPRETATION. As used in this lease words which are defined in the regulations have the meaning assigned by such definition except where
the context clearly requires a different meaning. The paragraph headings are not a part of this lease and are inserted only for convenience.

43. EMPLOYMENT. Lessee shall be required to furnish the Department of Labor a quarterly report regarding the employment on the leased property
of state residents in compliance with regulations adopted by the Commissioner of Labor under AS 38.05.180(t).
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44, MNOTICES. Any notice required or permitted under this lease Isnall be in writing and shall be given by registered or certified ma\il. returnm receipt
requested, addressed as follows: S : '

To Lessor: ; o o200 8 . To Lessee: )
Dirsctor, Division of Lands 2o _ Union 0il Company of Cali fornia
State of Alaska L G :
323 East Fourth AveriLe - 909.¥...9th. Avenue
Anchorage, Alaska 99501 : -
: . T - Anchorage. Alaska.. .9950%.....
Any such notice shall be deemed given when deiivered to the forégoing address. Elther party may change the address to which such notlces are to be sen't. by
a notice given in rdance with this paragraph. o y ;
45, HEIR D ASSIGNS. Subject to the other provisions of this lease, the covenants, conditions, and agreements contained in this lease shall extend

to and be b!_nding‘unon e heirs, executors, administrators, successors, or assigns of Lessor and Lessee.
46. CWILDINEE STIPULATIONS. This lease is subject to such stipulations as are attached.

1] =X 5 :
IN WKTNESS \ag;ERiOF tWartles have executed this lease effective as of the .1St ....... sersnnares day of FEbruarY.. 197“
— S =y :
LUNION, 01D COBPANY OF CALIFORNIA = STATE OF ALASKA
s e g o

. e Titee....Chief,. Minerals. Section....cessor

-—

THE UNITED STATES OF AMERICA }

) .58
STATE OF ALASKA |
This certifies that on tne.....;..éa.gg.day o 197‘% before me, a notary public in and for the State of Alaska, duly commissioned

4and sworn, personally appeared O ton vrmseeneenes 1O ME KNown and known to me to be the person

described in and who executed the foregqoing Ieb{ on behalf of the State of Alaska as Director of the Division of Lands, Department of Natural Resources, or

his authorized agent. The said....cccasees Pajro Den-ton .executed said lease in my presence and,
after being duly sworn according to law, stated to me under oath that he is the Director of the Division of Lands, Department of Natural Resources, or his
authorized agent, and has authority pursuant to law to execute the foregoing lease as such Director, or authorized agent, on behalf of the State of Alaska,
acting through the Division of Lands, Department of Matural Resources and that he executed the same freely and voluntarily as the free and voluntary act
and deeg of the said State of Alaska and for the Division of Lands, Department of Natural Resources. " |

WITNESS my hand .ard official seal of the day and year in this certificate above written.

\ -
_Q"\/‘L,_"f/}",'.,)/],_.?d'yl Motary Public in and for Alaska. My Commission expires /O/)S/—?’?. ..... .
. / _,J’ . ¥




