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CITY OF HERMOSA BEACH
Community Development Department

1315 Valley Drive, Hermosa Beach, CA 90254
Phone: (310) 318-0242 Fax: (310) 937-6235
Website: http://www.hermosabch.org

PLANNING APPLICATION FORM

Please note that all information submitted becomes of public record.

SITE ADDRESS OR LOCATION: 555 6th Street, Hermosa Beach, CA 90254

ASSESSOR’S PARCEL NUMBER: 4187-031-900

APPLICANT NAME: Michael Finch

Company Name: E&B Natural Resources Management Corp

Mailing Address: 1600 Norris Road

City, State, Zip Code: Bakersfield, CA 93308

Phone: (661) 679-1730 Mobile Phone: (661) 809-4956

Fax: (661)679-1797 Email: mfinch@ebresources.com

PROPERTY OWNER NAME: City of Hermosa Beach (Refer to Attachment B of this form for the Lease Agreement)
(Not prospective owner in escrow)

Mailing Address:

City, State, Zip Code:

Phone: Mobile Phone:

Fax: Email:

ARCHITECT OR OTHER NAME: Karen Northcutt

Company Name: Northcutt & Associates

Mailing Address:  P.O. Box 2893

City, State, Zip Code:  Lake Isabella, CA 93240

Phone: (760) 379-4626 Mobile Phone: (661) 330-5799

Fax: (760)379-1778 Email:  knorthcutt@earthlink.net

PROJECT REQUEST: Consult with a planner to determine application type(s)

$ Amendment to Planning Entitlement (3805) $ Precise Development Plan (PDP) (3867)
$ Appeal to the Planning Commission (6820) $ Sign Variance (6802)
$ Categorical Exemption (6809) $ Slope/Grade Height Determination (3888)
$ Conditional Use Permit (C.U.P.)-Comm/Other (3812)$ Tentative Map--Subdivision/Lot Split (3809)
$ C.U.P. - Fences & Walls (3864) $ Text Amendment, Private (3886)
$ Condominium of Units - CUP/PDP (3899) Variance (3808)
$ Determination of Similar Use (6806) $ Zone Change (3811)
$ Extension - CUP/PDP/Tentative Map etc. (3883) 300" Radius Noticing - 1st Noticing (3868)
$ Final Map (3810) $ 300’ Radius Noticing - 2nd Noticing (3890)
$ General Plan Amendment - Map (6803) $ 500’ Radius Noticing — 1st Noticing (3824)
$ General Plan Amendment - Text (6803) $ 500" Radius Noticing - 2nd Noticing (3856)
$ Height Limit Exception (3898) $ Public Notice Poster (3825)
$ Lot Line Adjustment (3884) $ Legal Ad - Easy Reader (1121-4323)
$ Mural Review (6801) $ X Other: Development Agreement
$ Negative Declaration/Initial Study (3803) $ X Other: Text Amendment to Municipal Code
$ Parking Plan (3857) $ X Other: Land Use Plan (Coastal Act)
$ Planning Commission Interpretation (6807) TOTAL FEES §

CITY USE ONLY
Received By: Date Filed (Stamp at Top of Form): File No.:

rev.20110906
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NOTE: ATTACH ADDITIONAL SHEETS TO EXPAND ON ANSWERS OR EXPLAIN 'YES' RESPONSES

PROJECT DESCRIPTION:

1.

Describe the proposed project, particularly changes to the site, buildings, improvements and uses.

Refer to the Project Description for a detailed discussion of the proposed project including the changes to the existing
on-site land uses.

2. Describe the reasons for the project and any conditions that justify or support the project:
The proposed project provides for the development of an onshore drilling and production site that would utilize directional
drilling techniques to access the oil and gas reserves in the tidelands (granted by the State of California to the City of
Hermosa Beach) and in an onshore area known as the uplands. Through the use of the latest technology and
operational advancements related to safety and efficiency, the proposed project would be accomplished safely and in an
environmentally sensitive manner and provide financial benefits to the community.

3. Is the site in the Coastal Zone? Yes: X No:

4. Ifin the Coastal Zone, is a Coastal Development Permit . . .

L . Not sure: Yes: X No:

from the Coastal Commission required?

5. Will the project be developed or constructed in phases? Yes: X No:

6. Are you proposing any other development, uses, or alterations of the site that are Yes: No: X

not included in this application?

Are any sustainable or 'green’ elements pertaining the to site, buildings or other operations proposed?

The proposed project would utilize reclaimed water to meet non-potable water demands for the proposed project. The
temporary and permanent landscaping would be drought tolerant consistent with the requirements of the City.

Has the project or site received previous or other

approvals? (If so, an amendment may be required.) Not sure: Yes: X No:

9. Is any part of the site subject to any lease, agreement, covenant, association, X

easement, or other encumbrance? Yes: No:
10. Adjacent land uses and business names:

To North: Light manufacturing and parking

To South: 6th Street, light manufacturing, and parking

To East: Valley Drive, Hermosa Valley Greenbelt, Ardmore Avenue, and multi-family residential

To West: Light manufacturing, parking, Cypress Avenue, and multi-family residential
11. Are you aware of anyone that may be concerned about the project? Yes: X No:
12. Application for General Plan Existing Proposed

amendment or rezoning only: ~ NA designation: designation:
13. Application for Lot Line Adjustment, Existing number Proposed

Merger or Subdivision only: ~ NA of lots: number of lots:
14. Application for Condominiums only: npa | EXisting number Proposed number

of units: of units:
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IMPROVEMENTS AND USES:

15. Lot coverage and surfaces: Refer to the Project Description

Type Existing (sq ft) Proposed (sq ft)

Net Change (sq ft)

Buildings

Lot coverage*

Paved area

Landscaped area

Unimproved area

Pervious surfaces

*Lot coverage: area of lot covered by foundations of all buildings and structures, cantilevers projecting from a building, decks and stairs

>30" above grade. Excluded: Architectural projections, eaves, unenclosed balconies open on > 2 sides including portions under another
balcony projecting <5' from a building face; nonstructural stairs, patios, walkways and planters establishing finish grade; fences and walls.
(Hermosa Beach Municipal Code, Chapter 17.04)

16. Will any buildings or structures be demolished? Yes: No:
17. Are any temporary uses or structures proposed? Yes: No:
18. Will fences, walls /retaining walls, or similar elements be installed or altered? Yes: X No:
19. Are any roof decks proposed? Yes: No: X
20. Are electrical transformers, fire hydrants, antennae, rooftop elements, solar
photovoltaic energy systems, tanks, or similar improvements proposed/required?| Ye$: X No:
21. Will any structure, architectural projection, stairs, decks, utilities, or other Yes: )
: . es: No: X
elements encroach into a setback as a result of the project?
22. Will any signs be installed or altered in connection with the use or building? Yes: X No:
23. Will trash/recycling facilities be installed or altered? Yes: X No:
24. Will any part of the project, or its use, encroach on the public right-of-way
(during or after construction or operation)? Yes: X No:
25. Will exterior lighting on any building or site be installed or altered? Yes: X No:
26. Parking spaces Refer to the Project Description
Type Existing Proposed Net Change Required Covered spaces
Regular space
Compact
Disabled
Loading/other
Guest (residential)
Commercial project:
Vehicle movements per day
27. Are any parking spaces located offsite or shared with other uses or businesses
on the site?  Refer to the Project Description Yes: No:
28. Will any driveways or access ways be constructed or altered? Yes: x No:
29. Will drainage be altered or increased?
The drainage on the project site will be altered due to the removal of existing impervious surfaces, grading to level
portions of the project site, the addition of retaining walls, and the addition of new impervious and pervious surfaces.
The analysis of the hydrology on the project site is addressed in Appendix L to the Project Description.
30. Isa Standard Urban Storm Water Mitigation Plan required? | Not

(Hermosa Beach Municipal Code, Chapter 8.44) sure:

Yes:

No:

rev.20110906 3
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31. Are any trees, unique environmental conditions, or cultural elements located on the site or an adjacent site?

Yes, there are four (4) mature trees located along the eastern boundary of the project site.

32. Will any trees be removed, or will construction, trenching, construction

materials, or vehicles encroach within the drip line of existing trees? Yes:  x No:
33. Will any vegetation or planters be removed, altered or installed? Yes: No:
34. Is site grading or contouring proposed? Refer to the Project Description Yes: No:
Cut (cubic yards): Fill (cubic yards):
Maximum height fill slope (feet): Maximum height cut slope (feet):
RESIDENTIAL PROJECTS (Skip to Question 38 if not a residential project)
35. Type of units
Number . Unit size (sq fi)- | Garage- per Total size-
Type of units Bedrooms per unit except garages unit (sq ft) all units (sg ft)
Single-family
Duplex
Multi-family
Condominiums
Accessory or other
36. Will affordable or special need housing be provided? Yes: No:
37. Will any amenities be provided? Yes: No:

COMMERCIAL, INDUSTRIAL, INSTITUTIONAL, OTHER (Skip to Acknowledgements if inapplicable)

38. Describe operations or change in operations:

The project site is currently developed as the City of Hermosa Beach Maintenance Yard. The proposed project will
include the relocation of the City Maintenance Yard to another site. The operation of each phase of the proposed
project is described in the Project Description.

Criteria

Existing

Proposed

Days and hours of operation:;

Refer to the Project Description

Shifts per day:

Employees on largest shift:

Number of seats (for restaurants,
schools, theaters, etc.):

Maximum number of people on site
at peak time:

Maximum number of people in
building at peak time:

Maximum number of businesses or
tenant spaces:

Specify any outdoor activities (dining,

storage, etc.):

39. Will machinery other than typical office equipment be used? Yes: X No:
40. Will any flues, filtration systems, ventilation or similar equipment be installed or X
altered (e.g., affecting air, water, grease or oil trap)? Yes: No:

rev.20110906 4
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ACKNOWLEDGEMENTS

1. | certify that to, the best of my knowledge, the information in this application and all plans and submittals are true, accurate and

correct; this application is made with my consent; and misrepresentation of factual information may invalidate development
entitements granted by the City.

. I understand that work pertaining to the project shall not begin prior to final City approval. 'Final City approval' means approval by the
final decision-making authority on the application, following any appeal period set forth in the Hermosa Beach Municipal Code. Please
contact the Community Development Department or City Clerk’s office at 310-318-0239 with any questions on the approval process.

. | understand that property development is complex and responsibility for understanding and abiding by all legal requirements
pertaining to this project lies with myself, the property owner and project developers. | understand that unknown conditions and
requirements may arise during the development process, which may result in unanticipated time, cost, requirements, or project denial.
| understand that my project may be subject to requirements of other City depariments, such as the Public Works or Fire Departments
and have inquired about them, or other local, state or federal, or utility company requirements.

. | hereby authorize employees of the City of Hermosa Beach to enter upon the subject property, as necessary to enable the City to
process this application and upon providing reasonable notice, to inspect the premises and post public hearing notices.

.l understand that any person dissatisfied with the decision of the Planning Commission may file an appeal in writing with the City
Clerk within ten calendar days from the date of the subsequent City Council meeting.

. To the extent permitted by law, | agree to defend, indemnify and hold harmless the City of Hermosa Beach, its City Council, its
officers, employees and agents (the ‘indemnified parties”) from and against any claim, action, or proceeding brought by a third party
against the indemnified parties and the applicant to attack, set aside, or void any permit or approval for this project authorized by the
City, including (without limitation) reimbursing the City its actual attorneys fees and costs in defense of the litigation. The City may, in
its sole discretion, electto defend any such action with attorneys of its choice.

. l understand that all information of any type pertaining to this application is public information and may be uploaded to the Intemet in a
portable document format (PDF) as part of an agenda packet for Planning Commission or City Council meetings. Any information that
| believe is proprietary or should not be viewed by the public is clearly designated; however and notwithstanding, | understand such
information may be subject to disclosure under the California Public Records Act (Government Code section 6250 ef seq.).

. | understand that | may request in writing to receive notice of any proposal to adopt or amend the general plan, a specific plan, zoning
or other ordinance affecting building permits or grading permits reasonably related to my proposal. (Government Code Section 65945).

. The following persons also have a legal interest in the project site (i.e., tenants, property associations, easement holders, etc.):

Name of others with a record interest | Relationship Mailing Address

SIGNATURES: | hereby certify that | have read, understand, and agree with all of the Acknowledgements above.
(Notarized signature required from current Property Owner, not owner in escrow).

Applicant: m S
P

Date: //: //,1 40/02

Owner: Date:
Other: Date:
Other: Date:

F:b95\cd\forms\application\planning application 20110906
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NOTARY CERTIFICATION

ACKNOWLEDGMENT

State of California
County of

On before me,

(insert name and title of the officer)

personally appeared :

who proved to me on the basis of satisfactory evidence to be the person(s) whose name(s)
isfare subscribed to the within instrument and acknowledged to me that he/she/they executed
the same in his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the
instrument the person(s), or the entity upon behalf of which the person(s) acted, executed the
instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the

foregoing paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)

rev.20110906




ATTACHMENT A
CiTY OF HERMOSA BEACH PLANNING APPLICATION FORM
E&B O1L DEVELOPMENT PROJECT
EXPLANATION OF RESPONSES

Responses 3 and 4. The project site is in the Coastal Zone and requires a Coastal
Development Permit from the California Coastal Commission.

Response 5. The proposed project would consist of four phases. Refer to the Project
Description for a discussion of the phases of the proposed project.

Response 8. The project site was the subject of the following previous approvals from
the City of Hermosa Beach: Conditional Use Permit 95-5632 approved August 12, 1993;
EIR State Clearinghouse No. 89060701 certified May 8, 1990; and Addendum to the EIR
certified August 12, 1993. The project site was the subject of California State Lands
Commission approval, June 30, 1992. The project site was the subject of the following
South Coast Air Quality Management District Permits to Construct: 306267, 306268,
306269, 306270, 306271, 306272, 306273, 306274, and 306275 extending through
October 13, 1998.

Response 9. The Applicant will lease the project site from the City of Hermosa Beach
for the implementation of the proposed project. The Lease Agreement is provided as
Attachment B to the Planning Application Form.

Response 11. Residents and business owners in the City of Hermosa Beach are
concerned about various aspects of the proposed project.

Response 16. There are two existing buildings on the project site that would be
demolished as a part of the proposed project. The northernmost building consists of a
metal “Butler” building. The building located at the corner Valley Drive and 6™ Street
consists of an older wood and brick building covered over with stucco. Both buildings
are currently used for City maintenance activities.

Response 17. The proposed project would occur in four phases. During each phase,
there would be a variety of equipment, such as construction equipment, a drilling rig or a
workover rig, production equipment, and storage tanks, temporarily on the project site.
In addition, a trailer to provide office space would be a temporary structure provided on-
site during Phase 2: Drilling and Testing of the proposed project. A small office/control
room building (consisting of 650 square feet) would be constructed during Phase 3: Final
Design and Construction.

Response 18. The proposed project would provide a combination of retaining walls,
masonry block walls, and temporary noise attenuation walls. The locations, materials,
and height of these walls are provided in the Project Description.

E&B Oil Development Project November 2012
Planning Application Page 1



ATTACHMENT A — EXPLANATION OF RESPONSES

Response 20. The proposed project would result in utility improvements. Refer to the
Project Description for a discussion of the utility improvements associated with the
proposed project.

Response 22. The proposed project would provide the appropriate signage consistent
with the requirements of the City.

Response 23. A portion of the project site is currently used for the temporary storage of
green waste. This activity would be removed from the project site with the relocation of
the City Maintenance Yard as a part of the proposed project.

Response 24. The proposed project would result in the installation of pipelines in the
public right-of-way for the transport of gas and oil to off-site locations. The locations
where the pipelines would be installed are described in the Project Description.

Response 25. The proposed project would provide the appropriate exterior lighting
related to security and public safety consistent with the requirements of the City. Refer to
the Project Description for a discussion of the lighting for the proposed project.

Response 27. The proposed project would lease parking adjacent to the project site.
Refer to the Project Description for a discussion of parking for each phase of the
proposed project.

Response 28. During Phase 3: Final Design and Construction of the proposed project,
the locations of the driveway aprons would be altered to accommodate the redesign of the
access to and from the project site.

Response 30. The proposed project would comply with the requirements of the City of
Hermosa Beach Municipal Code, Chapter 8.44, including the preparation of an urban
storm water mitigation plan.

Response 32. The proposed project would result in construction activities that would
require the removal of one existing tree along the eastern boundary of the project site
during Phase 1: Site Preparation. The remaining three existing trees would be removed
during Phase 3: Final Design and Construction to allow for the construction of a block
wall, installation of utilities, and improvement of the entrance to the project site.

Response 33. The proposed project would provide a 10-foot landscape area along the
public right-of-way for Valley Drive and 6" Street. The locations, materials, and height
of the landscaping are provided in the Project Description.

Response 34. The proposed project would result in grading to level portions of the
project site. The grading plans are provided in the Project Description.

E&B Oil Development Project November 2012
Planning Application Page 2



ATTACHMENT A — EXPLANATION OF RESPONSES

Response 39. The proposed project would result in the use of machinery associated with

site preparation, construction, drilling, and ongoing operations and maintenance of an oil
development project.

Response 40. The proposed project would require the use of construction, maintenance,
and production equipment for the operation of an oil development project.

E&B Oil Development Project November 2012

Planning Application Page 3
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CITY OF HERMOSA BEACH, CALIFORNIA

0il énd Gas Lease No. 2
(Royalty)

This 0il and Gas Lease ("Lease") is entered into this 46/32y
day of Tandary : ;, 19 22 (the "Lease date"),
pursuant to Division ‘6 of the Public Resources Code, and is between
the 'CITY OF HERMOSA BEACH, a California municipal corporation
(hereinafter referred to as the "City"), and WINDWARD ASSOCIATES,
a California limited partnership and GLG Energy, L.P., a limited
partnership (hereinafter together referred to as the "Lessee"),

RECITALS

A, The City has entered into that certain 0il and Gas Lease
No.1l, dated October 14, 1986, and as amended on December 16, 1986,
on September 27, 1988, and on July 23, 1991 (hereinafter referred

‘to as the "Uplands Lease") which provides for the lease of certain

City lands which lie above the mean high tide line of the Pacific
Ocean within the boundaries of the City (the "uplands"). :

B. Said Uplands Lease provided for the use of the existing
City Maintenance Yard (more specifically described in said Uplands
Lease, excepting existing structures, both above and below ground,
which would remain available for City use including ingress and
egress) as the drill site. _ ,

c. The City desires to enter into a lease for the extraction
and removal of oil and gas deposits below and seaward one (1)
nautical mile of the mean high tide line of the Pacific Ocean
within the boundaries of the City which have been granted to the
City by the State of california (the "tidelands"). A

D. The City-owned property on. which the city Maintenance
Yard exists (the "Drill Site"), as more specifically described in
Exhibit "A" attached hereto and made a part hereof by reference, is
the only location authorized by a vote of the people of the City
for both tidelands and uplands oil drilling activities (Initiative
Ordinance No. 84-758).

E. city'acknowledges that Lessee has obtained other oil and
gas leases from private land owners and that the City and Lessee

intend to also use the Drill Site to drill wells into other
adjacent lands not owned by the City.

1031.11 (12/12/91} 1.
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NOW, THEREFORE, in consideration of the royalty to be pgid and
the covenants, conditions, agreements and stipulations contalned'ln
this Lease, the City leases to the Lessee certain lands comprising-
the uplands (including the Drill Site) and the tidelands, which
will be collectively referred to as the leased lands, located in
the city of Hermosa Beach, California and as more specifically
described in Exhibit "A" and made a part hereof by reference.

1. TERM AND PURPOSE OF LEASE

a. This Lease shall_supersede the Uplands Lease and
said Uplands Lease shall have no further force and effect upon the
Lease date except as provided in Section 20 below.

- b. The City hereby leases, lets and demises the leased
lands unto Lessee for a term of thirty-five (35) years (the "Term")
commencing from the Lease date or so long as the Lessee is
diligently conducting, producing, drilling, deepening, repairing,
redrilling or other necessary lease or well maintenance operations
on the leased lands or adjacent lands, but in no event shall the
Term exceed thirty-five (35) years. -

c. The Lessee shall . commence operations for the
drilling of a well for oil or gas within six (6) months from the
date the Lessee has received all Federal, state, County and local
government permits required to allow such drilling operations .(the
"Primary term"), but in no event shall this Primary term be longer
than two (2) years from the Lease date, except that said two-year
limitation period shall be subject to the provisions of Section 30
in the ‘event of delays in performance which are not in the control
of the Lessee. If the Lessee (i) fails to commence such operations
before the expiration of the Primary term or (ii) commences such
operations prior to the expiration of the Primary term and fails to
diligently pursue such operations after the expiration of the
Primary term, then this Lease shall terminate in accordance with
the provisions of Section 20 below. L o

. d. Whenever the leased lands and the adjacent .lands
drilled from the Drill Site cease to produce oil or gas subsequent
to the Primary term and prior to the end of the Term of this Lease,
this Lease will continue in force if within six (6) months after
Production ceases, or such longer pericd as the City may authorize,
the Lessee commences and prosecutes with reasonable diligence,
drilling, deepening, repairing, redrilling, injecting and disposing
of water or other operations for restoring production of oil or gas
frgm the leased lands and/or the adjacent lands drilled from the
Drill site. :

e. The Lessee shall have the sole and exclusive right

to use the Drill Site to drill into the leased and adjacent lands,
and to prospect for, drill for, produce and take only oil, gas and

1031.11 (12/12/91) , 2.
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other hydrocarbon substances and associated water recovered
incidental to such prospecting, drilling and production from the
leased lands together with the right to inject and dispose of water

Unless otherwise provided in this Lease, this right includes the
right to conduct geological and geophysical Surveys on the leased
lands for the purpose of determining subsurface conditions.
However, the City may permit others to conduct geological or
geophysical surveys on the leased lands as provided in sections
6212.2 and 6826 of the Public Resources Code and the applicable
regulations of the City.

f. This Lease does not give the Lessee the privilege or
right to store gas within the geological zones underlying the
leased lands nor any other privilege or right not expressly stated.

g. City shall deliver possession of the Drill Site to
Lessee and Lessee shall accept possession of the Drill Site from
City in accordance with the provisions set forth in Section 13,

2. DRILL, SITE_AND MINIMUM ANNUAL ROYALTY PAYMENT :

a. Drill site

The Lessee shall pay to the Ccity an allocation of the
royalty for use of the Drill Site as provided in the Schedule of
Royalty Percentage attached hereto as Exhibit "B® ang made a part
hereof by reference. If any portion of the leased lands is
quitclaimed as to all zones, the annual royalty shall be reduced
proportionately. This reduction shall become effective on the
anniversary of the Lease date next following the date of said
quitclaim. - -

b. Minimum_Annual Royaity Payment.

(1) Notwithstanding any provisions to the contrary
in this Lease, the Lessee shall pay to City a minimum royalty in
the amount of Five Hundred Thousand Dollars ($500,000.00) per year

(the "Minimum Royalty”). So long as the Minlmum.Royalty-is paid teo
City and there is no event of default by Lessee, this Lease shall
remain in force and effect. Lessee's obligation to pay the Minimum
Royalty shall commence at the beginning of the fourth (4th)
anniversary of the date of the completion of the first well drilled
from the Drill site and shall be paid within thirty (30) days after
the end of said 4th anniversary and within thirty (30) days after
each such anniversary of such date thereafter. At the beginning of
the thirteenth (13th) anniversary of the date of completion of the
first well, said Minimum Royalty shall be calculated based upon ten
percent (10%) of the fair market value of the Drill site, and shal}
be adjusted annually thereafter to reflect any increase or decrease
in fair market value.

1031.11 (12/12/91) 3.
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. The fair market value of the Drill Site shall be annually
determined by mutual dgreement of the parties or as follows:

(a) One hundred twenty (120) days prior to the
beginning of the thirteenth (13th)  anniversary of the date of
completion of the. first well and prior to the beginning of each
succeeding anniversary of that date thereafter, City shall select
a competent appraiser to appraise the Drill Site. The appraiser
shall assume the highest and best use of property in an M-1 zone
other than use for production of o0il and/or other hydrocarbon
substances.

(b) In the event such appraisal is
unsatisfactory to the Lessee, Lessee shall have the right to demand
a reappraisal of the property. 1In such event, City shall select
one appraiser and Lessee shall select one appraiser, and the two
thus selected shall select a third neutral appraiser. An appraisal
in writing made and signed by said appraisers or a majority of
them, shall be deemed to -fix the fair market . value of said
property. In the event that no majority of the appraisers can
agree, then the appraisal of the third neutral appraiser shall fix
the fair market value of the property. T

(é) The cost of such appraisal(s) to determine
the fair market value of said property shall be borne equally by
both parties hereto. , )

, (2) Lessee may have credited against the Minimum
Royalty from the actual royalty it pays to City hereunder, a
maximum amount of $281,250 each year from restricted royalty.
"Restricted royalty " is that royalty received by the City which
must be deposited in a special tide and submerged lands account to
be held in trust and to be expended only for the promotion and
accommodation of commerce, navigation and fisheries, for the
pProtection of lands within the boundaries of the City, and for the
pPromotion, accommodation, establishment, improvement, operation,
and maintenance of public recreational beaches and coastline for
the benefit of the public or otherwise authorized by applicable
law. "Unrestricted royalty" is that royalty, other than restricted

- royalty, received by the City which the City may -expend in

accordance with applicable City laws.

(3)  Actual royalties paid by Lessee to City on
production as provided in this Lease, shall be credited against
Lessee's obligation to pay the Minimum Royalty as provided herein.
In the event said payments of royalties from actual production or
the reasonable estimate of said payments is not.equivalent to the
amount of the Minimum Royalty required herein, then Lessee may pay
the balance due, if any, for each annual period in accordance with
the provisions hereinabove.

1031.11 (12/12/91) 4.
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(4) In the event that Lessee fails to pay the
Minimum Royalty as provided hereinabove, City may terminate this
Lease in accordance with the provisions of Section 20 below.

3. ROYALTY

a. The Lessee shall account for and pay to the City in
money as royalty on oil, a percentage, as provided in Exhibit "B",
of the current market price of all oil production removed and/ox
sold from the leased lands. The current market price shall be
determined at, but not less than, the average posted price at time
of sale as available and actually being paid, -adjusted for oil of
like character, gravity and quality, in the nearest field at which
oil of 1like gravity and quality is being sold in substantial
quantities. The current market price shall include any premium or
bonus paid for oil. Money royalty on oil shall be due no later
than the twenty-fifth day of the calendar month following the -
calendar month in which the o0il is produced, ~except that the
payment of the Minimum Royalty shall be in accordance with Section
2, abéve.

b. At the City's option, subject to the provisions of
Section 6 below, the Lessee shall deliver to the City in kind its
royalty percentage as provided in Exhibit "B", of all oil
production removed or sold from the leased lands. Lessee shall
fully cooperate with City in arranging for coordination of shipping
of City's in kind oil. City shall have the right to use Lessee's
shipping pipeline, at City's risk and without charge, to ship
City's in kind oil. . '

c. The Lessee shall account for and ray to the City in
money as royalty on non-oil production, which consists of dry .gas,

natural gasoline, and other products extracted and saved from the

gas produced from the leased lands (except gas used for lease
operations or reinjected into the leased lands, or which is vented
and flared gas because of no available market), a percentage, as
pProvided in Exhibit "B®, of the current market price of:all non-oil
pProduction removed or sold from the leased lands. The current
market price shall be determined at, but not less than, the average
Price actually being paid at time of sale in the nearest field at
which' non-oil production of 1like quality is being sold in
substantial quantities. The current market price shall include any -
pPremium or bonus paid for the non-oil production. Money royalty on
non-oil production shall be due no later than the twenty-fifth day
of the calendar month following the calendar month in which the
non-oil production is produced, except that the payment of the
Minimum Royalty shall be in accordance with Section 2, above.

d. At ‘the City's option, subject the provisions of
Section 6 below,. the Lessee shall deliver to the City in kind, at
the gas separator, and in lieu of money royalty, its royalty

1031.11 (12/12/91) S.
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percentage as provided in Exhibit "B" of all non-oil production
removed or sold from - the leased lands. Lessee shall fully
cooperate with City in arranging for coordination of shipging of
City's in kind non-oil production. City shall have the right to
use Lessee's shipping pipeline, at City's risk and without charge,
to ship City's in kind non-o0il production.

e. In consideration of the cCity providing the Drill
Site, the Lessee shall also account for and pay to City in money a
royalty as set forth in Exhibit “B" for all oil and non-oil
production from wells drilled from the Drill Site into the leased
lands, through the leased lands into adjacent lands or directly
into adjacent lands, or allocated to such wells pursuant to any
pooling or unitization agreement approved by the City as provided
in Section 16. The current market price of such o0il and non-oil
shall be determined in accordance with the method as provided in
Sections 3.a. and 3.c. above, and shall include any premium or
bonus paid for the oil and non-oil production. This royalty shall
be due no later than the twenty-fifth day of the calendar month
following the calendar month of production.

£. In the event that in the reasonable judgment of"
Lessee, it shall be necessary to use diluent in its preducing
operations or to clean, treat or dehydrate the oil produced from
any wells drilled into the above described lands, Lessee may clean,
treat or dehydrate the same, and Lessor hereby agrees to pay its
pro rata share of its royalty share for the actual reasonable
charge for the cost of any diluent used in connection with
production’ and . for dehydration, cleaning and treating and a
reasonable charge for transportation to the treating plant, but
said charge to Lessor for such cleaning, treating and dehydration
shall not exceed five cents ($0.05) per barrel for the net, oil
cleaned, treated or dehydrated, which proration shall be deducted
monthly from the royalty due Lessor. .

4. ROY STAT S

The Lessee shall furnish monthly true royalty statements in
whatever form the City reasonably prescribes. 2t a ninimum, the
statements shall show for the preceding calendar month the amount,
gravity and price received of all oil production and the amount and
the price received of all non-oil production from the leased lands.
Each monthly royalty statement to city shall have attached copies
of the most recently filed production statement by Lessee to the.
galifornia State Division of 0il and Gas, commonly known as form

0G 110. :

S. DISPOSITION OF ROYALTY B

The Lessee shall be empowered to convey good title to the
City's royalty share of oil, gas, natural gasoline and other

1031.11 (12/12)91} 5.
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products produced and saved, if and when such sales have been
approved in accordance with the provisions of Section 6 below. The
proceeds from the royalty share of oil, gas, gasoline or any other
products produced from the leased lands shall be held by the Lessee
in trust for the City until the Lessee makes the full royalty
payment to the City. ‘

6. APPROVAL OF SALES CONTRACTS AND TAKING ROYALTY IN KIND

a. The Lessee shall file with the city copies,
certified by the Lessee to be true, of all contracts and other
agreements for the sale or other disposition of oil, gas, natural
gasoline and other substances produced from the leased lands. If
the City elects to take its royalty share of production in money
instead of in kind, the Lessee shall not sell or otherwise dispose
of the royalty share of the production except in accordance with
sales contracts or agreements approved by City as follows:

(1) Lessee's disposition of o0il or non-oil
production by spot sales, entered into in good faith by Lessee in
the interest of both the Lessee and the city, shall be deemed
approved by the City. "Spot sales" for purposes of this Lease’
shall ‘mean contracts or agreements for disposition of o0il or non-
o0il production with a term of less than thirty (30) days.

(2) Short term contracts. or agreements . for
disposition of oil or non-oil production shall first be approved in
writing by City, which approval shall not be unreasonably withheld.
City shall approve or disapprove such contracts or agreements by
written notice to Lessee within five (5) days of City's receipt of
complete contracts or agreements to be executed by Lessee. cCity's
failure to. disapprove such contracts or agreements within said
period shall be deemed approval by the City. "Short term contracts
of agreements" for purposes of this Lease shall mean contracts or
agreements for the dispositions of 0il or non-oil production with
a term of thirty (30) days or more but not longer than ninety (90)
days. . - . .

(3) Long term contracts or agreements for the
disposition of oil or non-oil production shall first be approved in
writing by the cCity, which approval shall not be unreasonably
withheld. City shall approve or disapprove such contracts or
agreements by written notice to Lessee within twenty (20) days of
City's receipt of complete contracts or agreements to be executed
by Lessee. City's failure to disapprove such contracts or
agreements within said period shall be deemed approval by the City.
"Long term contracts of agreements" for purposes of this Lease
shall mean contracts or agreements for the dispositions of oil or
non-oil production with a term in excess of ninety (90) days.
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b. In the. event that the City elects to take in kind
its o0il or non-oil production, or both, as provided in Sections
3.b. and 3.d. above, then City shall exercise such option upon
sixty (60) days prior written notice to Lessee but subject to any
existing contracts or agreements for the disposition of oil or
non-oil production previously approved by the City.

c. In the event that the City disapproves of a contract
or agreement for the disposition of o0il or non-oil production

submitted by the Lessee to the City, and if Lessee thereafter

elects to dispose of its share of such oil or non-oil production
pursuant to such contract or agreement, then in that event, and
notwithstanding any other provision to the contrary in this Lease,
the City shall automatically be deemed to have elected to take its
share of oil or non-oil production, as the case may be, in kind for
the entire period during which Lessee so disposes of its share of
production pursuant to such contracts or agreements. The City
shall thereupon assume the full responsibility for taking its
royalty in kind and timely making disposition thereof as
hereinabove provided during such period.

d. If the City elects to take in kind its royalty share -

or shares of oil or non-oil production, or both, it may thereafter
elect from time to time, and at any time, to change the method of
payment of royalties hereunder on 0il and non-oil production or
both, in like manner and by like notice and subject to the same
restrictions and limitations.

7. EXAMINATION OF RECORDS AND INSPECTION OF PREMISES

Insofar as it has the right to do so, the Lessee consents to
an examination by any person authorized by the City of the books

and records of any individual, association or corporation which has -

transported for or received from the Lessee any oil, gas, natural
gasoline or other products produced from the leased lands. The
Lessee also consents to the inspection at all times by any person
authorized by the City of its operations on the leased lands,
including wells, improvements, machinery and fixtures used in
connection with those operations. ‘ .

- For purposes of vefifying éayments of royalty due the city,.-
representatives of the City shall have reasonable rights upon -

written request, at Ccity expense, to inspect the Lessee's books and
records and independently audit the results of Lessee's operations.
The Lessee shall keep all books and records of such operations for
2 period not less than four (4) years from the end of the fiscal
year to which they pertain. 1If, as a result of an independent
audit of Lessee's books by a Certified Public Accountant hired by
the city, an additional amount is due the City for any fiscal year
which exceeds by five percent (5%) the amount actually paid to city

for such fiscal year, Lessee shall pay such differential amount

“
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plus the cost of such audit upon demand of the City.

8. PRODUCTION FACILITIES; MEASUREMENT OF PRODUCTION:
RIGHT TO COMMINGLE, '

a. The Lessee shall furnish to the City for its
approval detailed plats, drawings and other pertinent data
concerning the oil and gas facilities and pipelines to be used for
the produetion, processing, measurement and transportation of the
oil, gas, and other hydrocarbon substances from the leased lands.
Submission of all information and data required and provided by
Lessee and accepted by city in Lessee's application for a
conditional use permit from'City shall be deemed to fully satisfy
this requirement. After completion of construction, the Lessee
shall provide .to City Mas-built® drawings showing the exact
locatien of all facilities and pipelines. :

b. The Lessee 'shall install sampling and measuring
equipment approved by the City, which approval shall not. be
unreasonably withheld, necessary for the sampling and measuring of
the oil, gas and other hydrocarbon substances. The standard of
approval by the City shall be the type and quality of sampling and
measuring equipment (LACT unit) reasonably accepted and used in the
oil industry. - :

The Lessee shall measure and account for all oil, gas. and
other hydrocarbon substances produced from, used on or transported
from the leased lands and adjacent lands from the Drill Site in
accordanee with the terms of this lLease. The City shall have the
right at all times to witness the measurement and sampling of all
oil, gas and other hydrocarbon substances. The City may elect to
measure and sample the 0il, gas and other hydrocarbon substances in
the presence of a representative of the Lessee. The lLessee shall
furnish samples of oil, gas and other hydrocarbon substances that
are required by the City for laboratory tests. The Lessee shall be
given the opportunity to witness the tests conducted by the City,
and the readings and results of thoee tests shall be binding on the
Lessee. said city tests shall be -made in accordance with the

standard procedures and practices in the oil industry and by.f“

qualified laboratory technicians.

c. Notwithstanding any provision to the contrary in
this Lease, Lessee may commingle oil of like quality produced from
the leased lands (i.e., uplands and tidelands) subject to this
Lease ‘and with oil of like quality produced from any other lands

leased and controlled by Lessee.

For purposes of accounting hereunder, the quantity of oil
Produced and saved from the leased lands subject to this Lease
shall be determined on the basis of gauges or meter readings and
adjusted to conform to shipping tank measurements of the commingled

1031.11 (12/12/91) 9.
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oil. Lessee shall take samples and make tests of the oil produced
and saved from the leased lands subject to this Lease prior to
commingling, . and such samples and tests shall be the basis of
determining the gravity and the water, sand and other foreign
substance content of such oil:

9. PRODUCTION FOR LEASE OPERATIONS

L4

a. The Lessee may use oil produced from the Lessee's
wells drilled into the leased lands or adjacent lands for lease
operations only. O0il so used shall be reported to the City
monthly. Such oil shall not be included in computing for royalty
purposes the total production of oil removed or sold from the
leased lands or adjacent lands during the month and the current
market price of such production.

b. The Lessee may use gas produced from the Lessee's
wells drilled into the leased lands or adjacent lands, or gas
received currently in exchange for gas so produced, for the
following purposes only: fuel, gas lift, injection into oil sands
from which the well or wells may be producing and reinjection into
the leased lands. Gas so used, or gas given in exchange for gas so -
used, shall be reported to the City monthly, but shall .not be
included in computing for royalty purposes the total production
removed or sold from the leased lands or the adjacent lands during
the month and the current market price of such production. . The
City may take, free of cost to it and at no expense to the Lessee,
all produced surplus gas which cannot be marketed or beneficially

. utilized by the Lessee. The surplus gas taken by the City shall be

for the use of the City of Hermosa .Beach, in accordance with the
terms set forth in the State of california's grant of tidelands and
submerged lands to the City of Hermosa Beach in 1919. The exercise
of this option by the City and Lessee's use in operations shall
relieve the Lessee of the obligation to pay . royalty on such as
provided in Section 3, ‘above. :

10. DESIGNATION OF OPERATOR ‘ S

The Lessee hereby designates Macpherson Oil Company, a general
partner of Windward Associates, one of the two parties comprising
the Lessee, as the operator who shall give and receive all notices
and make all payments to the City under this lease. All notices to

‘be given under this Lease shall be deemed to have been fully given

when made in writing and deposited in the United States mail,
registered or certified and postage prepaid, and addressed as
follows: '

1031.11 (12/12/91} 10. ‘ .
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To the City:

City Manager

City of Hermosa Beach
Civic Center

1315 Valley Drive
Hermosa Beach, CA 90254

To the Lessee:

Windward Associates
2716 Ocean Park Blvd, Suite 3080
Santa Monica, €A 90405

To the Co-Lessee:

GLG Energy, L.P.
400 W. 15th, Suite 1400
Austin, TX 78701

To the Operator:

Macpherson 0il Company ,
2716 Ocean Park Blvd., Suite 3080
Santa Monica, CA 90405

The addresses to which the notices shall be mailed may be
changed by written notice given by one party to the others as
provided above. Nothing contained in this Section 10 shall
preclude the giving of any notice by personal service to the Lessee
or its officer or agent. All payments specified in this Lease
shall be made to the City at the above address. .

11. TAXES.

The Lessee shall pay timely all taxes or assessments levied

under the laws of any state, county, city or the United States of -

America against the Lessee's interest in the leased lands e.q.,
possessory interest property tax, against improyements placed on
the leased lands by the Lessee and against Lessee’s share' of all
oil, gas and other products produced from the leased lands. There
shall be no deduction from the royalties payable to the city by
reason of any charges levied against the Lessee for the support of
the California Division of 0il and Gas. Notwithstanding the above,
any property tax, severance tax or windfall profit tax enacted by
the Federal Government or the State of California after January 1,
1983, and applicable to the City's interest in the leased lands or
the City's royalty share of production, shall be paid by the City
to the extent only of its applicability to the City's interest or

royalty share.

1031.11 {12/12/91} 11.
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12. EXPLO&I{ION AND DEVELOPMENT OBLIGATIONS

a.. It is contemplated that the exploration and
development of the leased lands and the adjacent lands from the
Drill Site will take place in four separate stages or phases. The
initial phase will be the "Permit Phase® during which the parties
shall attempt to obtain ‘all permits ‘- and other governmental
approvals and authorizations which are necessary to proceed with
the actual drilling and development of the 1leased lands and
adjacent lands. Should all such permits, ‘authorizations and
approvals not be obtained by the close of the Primary term
(including any extensions thereof as provided in this Lease) as set
forth in Section 1, then this Lease shall terminate.
Alternatively, if all necessary permits and other approvals and
authorizations have been timely obtained, Lessee shall proceed with
the UExploration Phase" which shall involve the drilling of at
least one, and as many as three exploratory wells within the leased
lands. ~Should the exploratory well or wells indicate a lack of
commercial production in the opinion of Lessee, then this Lease
shall terminate. If the exploratory well or wells indicate that
production testing is warranted in the opinion of Lessee, then
Lessee shall proceed with the STesting Phase" during which Lessee -
shall conduct production tests on the exploratory well(s) for a
period of up to two hundred seventy (270) days following the
completion of the last exploratory well drilled by Lessee. Upon
conclusion of the Testing Phase, Lessee shall make a determination
whether or not commercial production can be obtained from the
leased lands. If Lessee decides that commercial production cannot
be obtained, this Lease shall terminate. Should Lessee decide that
commercial production can:be obtained, Lessee shall immediately
proceed with the "Development and oduction Phase." If that
occurs, Lessee shall install a permanent drill site at the Drill
Site and thereafter operate and produce the exploratory wells, and
shall drill and operate additional wells from the Drill site to the
leased lands as required by this Lease, and may drill additional .
wells from the Drill Site to adjacent lands as allowed by this
Lease. Lessee shall conduct all drilling, testing and production
operations, whether during the Exploration Phase, the Testing Phase
or the Development and Production Phase, in accordance with the
generally accepted good oil field practices, the provisioris of this
Lease and any conditions of approval in applicable City permits.
The City shall temporarily relocate its maintenance yard which
presently occupies the Drill Site in order for Lessee to proceed
with the Exploration Phase and the Testing Phases as provided in
Section 13.a. The maintenance yard shall be permanently relocated
pursuant to Section 13.b. should this Lease continue into the
Development and Production Phase. : :

b. The Permit Phase shall commence immediately upon the

full execution of this Lease by Lessee and City.

1031.11 (12/12/91} 12. : :
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(1) During the Permit Phase, Lessee shall
diligently pursue the acquisition of all permits necessary for
conducting drilling and producing operations on the leased 1lands
and adjacent lands from the Drill Site. In addition to diligently

pursuing the acquisition of all necessary permits, and to the -

extent Lessee has not already done so, Lessee shall prepare and
submit. to .City in conjunction with ' its application for a
conditional use permit, an adequate conceptual project description
which shall include a plot plan and description of the equipment
and facilities which shall be located on the Drill Site (i) during
the Exploration Phase and the Testing Phase, and (ii) during the
Development and Production Phase. Such submission shall be made by
Lessee no later than one hundred twenty (120) days after the Lease
date. Final plans for the project shall be consistent with concept
pPlans approved by the City in the issuance of a conditional use
permit.

(2) The City shall diligently pursue and attempt to
obtain approval of this Lease from the State Lands Commission of
the State of California (the "SLC"). To the extent reasonably
requested by the City, Lessee shall fully cooperate and assist the
City in attempting to obtain such approval from the SLC. Lessee
expressly acknowledges that this Lease shall .not be deemed
effective nor delivered until after compliance with the provisions
of the Public Resources Code, Sections 7051 through 7062,
inclusive, and the approval of the SLC. In the event this Lease is
not approved by the SLC, the Uplands Lease shall continue in full
force and effect as provided in Section 20 below.

c. If all permits and other governmental approvals and
authorizations required for the drilling and operation of wells
from the Drill sSite pursuant to this Lease have been obtained.and
the Ccity has completed the temporary relocation of its maintenance
yard as provided in Section 13.a. below, Lessee shall promptly
proceed with the Exploration Phase by commencing, prior to the
close of the Primary term (including any extensions thereof as
provided in this Lease), and thereafter diligently prosecute the
drilling of the exploratory well which is described in Exhibit ®Ew,
attached hereto and made a part hereof by reference.

(1) Lessee shall continue with the drilling of such
well until all the potential producing objectives as shown in
Exhibit "E" have been encountered or determined. not to exist, or
until mechanical difficulties or other matters beyond the
reasonable control of Lessee render the further drilling of the
well impracticable in Lessee's judgment. oOnce the well has been
drilled to its objective depth and logs and. tests have been
conducted as provided in subsection h. herein, Lessee shall, within
one hundred twenty (120) days of the cessation of drilling
operations (as defined below), either (i) commence with the actual
drilling of a second exploratory well from the Drill Site to a

1031.11 (12/12/91} 13.
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location selected by Lessee to reasonably test and evaluate the
productive capacity of a portion of the leased lands, or (ii)
actually commence and deliver written notice to the city of
Lessee's election to commence with the Testing Phase utilizing only
the initial exploratory well, or (iii) deliver written notice to
the City of Lessee's election to terminate this Lease, together
with an executed quitclaim of same in recordable form.

(2) Should Lessee elect to timely proceed with the
drilling of a second exploratory well, then upon the cessation of
drilling operations, Lessee shall likewise have a period of one
hundred twenty (120) days within which to either (i) commence with
the actual drilling of a third exploratory well on the leased
lands, (ii) commence and deliver to the City written notice of
Lessee's election to commence with the Testing Phase utilizing the

- two exploratory wells drilled by Lessee, or (iii) to terminate this

Lease by delivering written notice of termination to the city
together with a quitclaim of same in recordable form.
' [ ]

- (3) In the event Lessee timely commences with the
actual drilling of the third exploratory well, then upon the
cessation of drilling operations, Lessee shall have a periocd of -
thirty (30) days within which to either (1) commence and deliver
written notice of Lessee's election to commence with the Testing
Phase, or (ii) deliver to the City written notice of ILessee's
election to terminate this Lease, together with an executed
quitclaim of same in recordable form. Unless this Lease is
terminated by Lessee, the Exploration Phase shall terminate and the
Testing Phase shall commence upon the date of delivery to 'City of
Lessee's written election to proceed with the Testing Phase.

d. Upon commencement of the Testing Phase, Lessee shall
install the facilities and equipment on the Drill Site which shall
enable Lessee to operate and produce oil and/or gas from the
exploratory well(s) for the purpose of evaluating the quantity,
rate and quality of production from such well(s) and obtain an
indication of the production decline and recoverable reserves which
may be produced from the leased lands, and to allow Lessee to
determine in its sole opinion, whether or not Lessee has made a
commercial discovery of oil and/or gas. e

'(1')' During the Testing Phase, Lessee may run such

‘tests and conduct such surveys on, in and with respect to the

exploratory well(s) as it decides are reasonably likely to provide
information about the quality, character and extent of each
separate potentially commercial oil zone or gas zone (as defined
below) encountered by the exploratory well(s). :

(2) Subject to the right of Lessee to quitclaim all

Or any part of its interests as provided in this Lease at any time,
the Testing Phase shall terminate and the Development and
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Production Phase shall automatically commence upon the delivery to
the City of written notice from Lessee that it is proceeding with
the Development and Production Phase, or upon two hundred seventy
(270) days from and after the date of commencement of the Testing
Phase, whichever occurs first. . .

e. Upon commencement of the Development and Production
Phase, Lessee shall promptly undertake site preparation and
diligently continue to install facilities and equipment necessary
to establish a permanent drill site at the Drill Site.

(1) During the Development and Production Phase
which shall continue throughout the remaining term of the Lease,
Lessee shall, subject to the other terms and provisions of this
Lease, operate and produce those wells which it has drilled from
the Drill Site which are capable of production in paying quantities
(i.e., the value of Lessee's share of the production from such well
at the Drill sSite is at least equal to the cost of operation of
that well), and shall continuously drill wells as provided in this
Section until the leased lands are fully drilled (as defined in
subsection f. herein), or until Lessee decides to cease further
drilling and quitclaim to the City those portions of each of the’
commercial oil or gas zones underlying the leased lands which
Lessee has elected not to drill and develop.

(2) The continuous drilling requirement shall start
upon one hundred twenty (120) days after commencement of the
Development and Production Phase. Lessee shall commence with the
drilling of a well within said 120-day period, thereafter
‘diligently prosecute the drilling of the same to its objective
depth, and either Plug or abandon the well or complete the same as
a well capable of producing oil and/or gas. Thereafter, Lessee
shall continuously conduct drilling operations from the Drill Site
using one string of tools for wells bottomed on the leased lands or
on adjoining lands under lease to Lessee, allowing no more than one
hundred twenty (120) days to elapse between the cessation of
drilling operations for one well and the commencement -of drilling
operations for the next, until the leased lands have been fully
drilled or Lessee elects not to conduct further drilling. .

: : (3) If Lessee commences with the actual drilling of
any well prior to the last day of the 120-day peried commencing
from the cessation of drilling operations on the- immediately
preceding well, Lessee shall receive a credit for the periocd
between the actual date of commencement of drilling for such well
and the date the 120-day period would have expired, and that number
of days shall constitute a credit pericd (the "Credit Period").
Lessee may add days to the Credit Period in similar fashion by
commencing with actual drilling of subsequent wells sooner than the
last day of the 120-day period allowed between wells under this

Section. The days comprising the Credit Period may be used and
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applied by Lessee at any time, and from time to time, with respect
to the drilling of any subsequent well or wells under this Lease to
extend for any number of days, up to the total amount of days then
comprising the Credit Period, the 120-day period for commencement
‘of actual drilling of any such well(s), by using each day of the
Credit Period to extend the date for commencement of the drilling
of any well for one day. : ‘

4

£. Lessee has been or will be restricted by permit

" conditions to the operation of no more than thirty (30) wells from

the Drill site, and several of the well slots at the Drill Site
have been allocated to the drilling of adjacent lands under lease
to Lessee. The leased lands shall be fully drilled when Lessee has
satisfied the well spacing requirements set forth immediately
below. However, notwithstanding those well spacing-requirements,
the City and Lessee agree that the leased lands shall be deemed to
be fully drilled at such time as Lessee has drilled a total of
twenty-one (21) wells which are bottomed on the leased lands in the
tidelands. Subject to that limitation, Lessee shall be obligated
to continuously drill wells to each Separate commercial oil or gas
Zone or quitclaim its rights in and to the undeveloped portions of
such commercial oil or gas zone until Lessee has drilled the number’
of wells on the leased lands as stated herein and in accordance
with the following:

' (1) At least one (1) well for the production of oil
into each twenty (20) acres of the leased lands overlying such
commercial oil zone (defined below) where the bottom of the lowest
productive interval of the well as completed for production is at
a vertical depth of less than six thousand (6,000) feet beneath the
surface of the earth.

(2) At least one (1) well for the production of oil

- into each forty (40) acres of the leased lands overlying such
- commercial oil zone where the bottom of the lowest productive

interval of the well as completed for production is at a vertical
depth in excess of six thousand (6,000) feet beneath the.surface of
the earth, o : :

(3) At least one (1) well for the production of gas
Or gas condensate from any commercial gas zone (defined below) into
each one hundred sixty (160) acres, or a major fraction thereof, of
the leased lands overlying such commercial gas zone. .

(4) The well spacing requirements of . this
subsection f£. shall apply separately to each separate oil or gas
Zone capable of producing oil and/or gas in commercial quantities
to the extent the same exists and is proeductive within the leased
lands. aAny well may be completed for production in more than one
oil or gas zone provided that the same can be done in accordance
with generally accepted good oil field practices, and such well
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will apbly towards satisfaction of the well spacing ;équirements
for each separate oil or gas zone in which such well is completed
for production.

g. The City and Lessee recognize that Lessee is a so=
called "common lessee" in that Lessee has lands under lease which
are adjacent or are in close proximity to the leased lands, and

' this Lease grants Lessee the right and Lessee intends to "exercise
" the right to drill wells from the Drill Site to such adjacent lands

under lease to Lessee for oil and gas production. The City and
Lessee have agreed that Lessee shall have the following obligations
to drill protection wells to protect the 1leased lands from
drainage, whether caused by Lessee's own producing operations on
other lands or by producing operations conducted by others.

. (1) Lessee shall have no obligation to drill
protéction wells to offset any draining wells in existence as of
the Lease date and no obligation to drill protection wells to
offset any draining wells after the leased lands have been fully
drilled (as defined in subsection f. above) .

(2) Upon commencement of the Development and
Production Phase, and with respect to any wells drilled and
completed subsequent to the Lease date, whether by Lessee or
others, the obligation of Lessee to drill protection wells shall be
as follows: .

(a) With respect to any well which s
producing oil or oil and associated gas in commercial quantities
(i.e., a volume of production reasonably estimated to be sufficient
to allow Lessee to cover the cost of drilling, completing,
equipping and operating the well, plus a reasonable return on
investment from Lessee's share of production) with any part of its
producing interval within three hundred thirty (330) feet from the
exterior boundary of the lands then subject to this Lease, lLessee

.-shall, within one hundred twenty (120) days from the date such well

is determined to be capable of commercial production, or.within one
hundred twenty (120) days after commencement of the Development and
Production Phase, whichever occurs last, commence and diligently
prosecute the drilling and completion of a protection well to be’
located so that the producing interval thereof is situated within
three hundred thirty (330) feet from the point on the exterior
boundary of such leased lands which is nearest to the productive
interval of the commercial producing well on adjoining lands which
is to be offset; provided, however, - that Lessee shall have no
obligation to drill such a protection well if a well already exists
on the leased lands within that location.

(b) With respect to any well which is

producing gas and/or gas condensate in commercial quantities with
any part of its producing interval within one thousand three
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hundred twenty feet (1,320) feet from the exterior boundary of the
lands then subject to this Lease, Lessee shall, within one hundred
twenty (120) days from the date such well is determined to be
capable of commercial production, or within one hundred twenty
(120) days after commencement of the Development and Production
' Phase, whichever occurs last, commence and diligently prosecute the
drilling and completion of a protection well to be-locateq so that
the producing interval thereof is situated within one ‘thousand
three hundred twenty (1,320) feet from the point on the exterior
boundary of such leased lands which is nearest to the productive
interval of the commercial producing well on adjoining lands which
is to be offset; provided, however, that Lessee shall have no
obligation to drill such a protection well if a well already exists
on the leased lands within that location.

h. An electric log or logs shall be made of all zones
penetrated, commencing above the structurally highest 2zone
reasonably expected to potentially be productive of oil and/or gas,
and continuing down to the drill depth of each well, or to such
depth as is mechanically possible. At least one oriented core or
dip meter  record shall be made during the drilling of the first
well to each zone if it is mechanically practicable to do so, or -
during the drilling of the earliest subsequent well in which it is
mechanically practicable to make such core or record.

True copies of all electric logs, surveys, paleontological
reports, dip meter records, oriented core records, rock core
records, and all other drilling, test and production data taken by
Lessee or its -agents shall immediately be available to
representatives of the City. City representatives shall also have
ready access to all rock cores and samples which may be obtained
during the drilling of each well, and may have a representative
present to observe the drilling, logging, coring or testing of any
well or wells drilled by Lessee from the Drill site, all at the
City's sole cost, risk and expense. The City shall receive and
maintain all such information as confidential in the manner
provided in Section 14. - '

. 'i. For purposes of this Lease, the following
. definitions shall apply. : e

.. (1) The term "drilling operations™ shall include
any of the following: Actual drilling in the ground, logging or
surveying the well bore, coring, sidewall sampling or coring, drill
stem or formation testing, carrying on fishing operations, running
and cementing protection or production casing, running tubing,
perforating, milling casing, reaming, setting whip-stock for
redrilling, conducting operations to stop lost circulation and
actual plugging and abandonment of the well.
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(2) The term "cessation of drilling operations™
shall mean that drilling operations (as defined immediately above)
are no longer being conducted on the well, but shall not include a
temporary stoppage of drilling operations of less than seventy-two
(72) hours if there is a resumption of drilling operations in the
same well by the close of that 72-hour period, or a similar
stoppage of longer duration which has been approved by the City.

(3) An "oil zone" or a "gas zone" is any sequence
of strata containing oil, gas. or other hydrocarbon substances,
where the reservoir characteristics, such as pressure, temperature,
specific gravity, viscosity, permeability and porosity, are
similar, and whenever such sequence of strata is separated from
dissimilar producing strata by an impervious -layer of shale or
other such rock. an oil zone is a zone which produces primarily
©il or oil and associated gas. A gas zone is a zone which produces
primarily gas and/or gas condensate. By way of example of what is
intended to constitute a zone, the parties currently expect that
there are two zones potentially productive of oil and/or gas under
the leased lands, the so-called "Main Zone" and the "Del Amo Zone."

. (4) A "commercial oil zone" or "commercial gas ‘-
zone"'is an oil zone or a gas zone underlying the leased lands
which can be drilled, developed and produced from the Drill Site in
such a manner that the expected value at the Drill Site of Lessee's
share of production from the well or wells is sufficient to cover
Lessee's cost of site preparation, drilling, completing, equipping,
operating and producing such well(s), together with a reasonable
return on investment. . ' :

(5) The term "adjacent lands" means land or lands
within the limits of the City of Hermosa Beach which are not owned
by the City.

j. The suspension of drilling operations by Lessee at
the direction of the City or as a result of any other’circumstance.
constituting a force majeure,. except for the event of a'default by
Lessee under this Lease, shall extend the period or pericds for the
commencement - of drilling, testing or undertaking any other
activities to be conducted by or on behalf of Lessee as provided in -
this Section 12 for a period equivalent to the period of duration
of such City-ordered ‘suspension or other force majeure. This

- Provision shall not be construed to extend the time for performance

due to a default of the Lessee and allowing reasonable opportunity

for Lessee to cure as provided in Section 20.

13. TEMPORARY AND PERMANENT RELOCATION OF THE
CITY MATNTENANCE YARD. j

a. Within ten (10) days of the execution of this Lease
by all parties hereto and as a condition subsequent to this Lease
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being in full force and effect, the Lessee shall deliver to the
City the amount of Twenty-one Thousand Dollars ($21,000) in the
form of cash or cashier's check payable to city, to rpay for the
reasonable cost of consulting services retained by the City, in its
sole discretion, to analyze the relocation of the City maintenance
yard (the "Yard") currently located on the Drill Site (the "city
consulting costs"). said amount for City consulting costs shall be
part of the "Advance", as defined below, from Lessee to'city and
shall be repaid to Lessee in accordance with the terms and
provisions of subsection 13.d.(4), below. Notwithstanding the
provision in Section 12.b.(2) to the contrary, Lessee shall pay to
City the amount as required and provided herein.

b. Within thirty (30) days of the execution of this
Lease by all parties hereto, the City shall cause an environmental
assessment of the Drill Site to be made to determine the extent and
nature of contamination, if any, on the Drill site. Such
environmental assessment shall be undertaken in accordance with the
following terms and conditions:

: (1) Lessee and City shall equally share the cost to
reasonably undertake such assessment. City's obligation under this
Lease to Lessee shall be subject to Lessee's payment of its share
of the cost of environmental assessment. ' A

(2) city and Lessee shall fully cooperate with each
other to determine the scope of services to be provided by the
environmental consultant to assess the Drill Site.

(3) Prior to execution of a contract to engage the
consultant to perform the environmental assessment, City shall
deliver to Lessee a copy of the proposed contract for environmental
assessment with a demand for payment of one-half of the contract
amount. Within fifteen (15) days of Lessee's receipt of the
proposed contract, Lessee may file with City written objections to
said contract. Failure to submit such written objections within
said time period shall be deemed an approval by Lessee of the
contract and all of the terms and provisions thereto. If Lessee
and City cannot agree as to the scope of services or -the contract
amount for environmental services, then lLessee shall pay 'its share
of the disputed contract amount as provided herein, without
Prejudice and the parties hereto agree to arbitrate such dispute.

(4) Upon completion of the environmmental
assessment, City shall deliver a copy of the report and
recommendations of the environmental consultant to Lessee.

c. Immediately upon termination of the Permit Phase and
commencement of the Exploration Phase, or upon such earlier date as

may be requested by Lessee in writing, the city shall temporarily
relocate the entire Yard, or such portions of existing structures
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now within the Yard, as mutually agreed in writing by the parties,

to another location selected by the City within the time provided
below in this Subsection so as to allow Lessee to conduct its
operations on the Drill Site and not to unreasonably interfere with
such operations. Lessee shall make available to the City funds up
to a maximum amount of Seventy-five Thousand Dollars ($75,000) for
the actual costs to undertake the temporary relocation of, the Yard
and the delivery of possession of the Drill Site in the condition
agreed upon by the parties in writing. The parties hereto
contemplate that the City will remove all Yard operations from the
Drill Site except for City's continued use of the metal structure
(i.e., the "Butler building”), which use shall not unreasonably
interfere with Lessee's operations on the Drill Site. In addition,
Lessee shall reimburse the City on a.monthly basis for the actual
amount of rent or other costs incurred by the City to temporarily
obtain the use and occupancy of other lands for the Yard ("Rent
Reimbursement") up to a maximum amount of Two Thousand Five Hundred
Dollars ($2,509.00) per month. Such amounts as provided herein
shall be a part of the "Advance" as defined hereinbelow. '

: (1) Subject to the payment by Lessee to City of
funds as stated above, the City shall relocate the Yard, or such
portion thereof, from the Drill Site property within sixty (60)
days from the date the City is obligated to temporarily relocate
the Yard as provided hereinabove. Such temporary relocation shall
include the removal of an underground gasoline storage tank,
disclosed by City and known to Lessee, and further include the
clean-up and remediation of any contamination on the Drill site,
including without limitation, such contamination related to the
removal of said underground tanks, if any. ' ’

. (2) In the event that environmental clean-up and
remediation costs (i.e., the costs for legally imposed
environmental clean-up and remediation of the soil, exclusive of
the costs for excavation and removal of the gasoline storage tank
and any other costs for non~contamination Cclean-up of the Drill

. Site and temporary relocation therefrom) of the Driill Site are

reasonably estimated to be in excess of $50,000 or upon City
undertaking such environmental clean-up and remediation, City
reasonably determines that actual costs will exceed $50,000, then
City shall have the right to terminate this Lease without liability
to Lessee subject to the provisions of Section 20.e. of this Lease.

: (3) If the city has not obtained the right to use
other lands for the purpose of temporary relocation at the time it
is obligated to undertake the temporary relocation, said 60-day
periocd in subsection (1) above, shall be extended for an additional
sixty (60) days (i.e., a total of an one hundred twenty [120] day
period to locate and secure the right to obtain lands for the
temporary relocation of the Yard and to undertake and complete said

"relocation). Upon the close of the 60-day pericd or the 120-day
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period. to complete the temporary relocation, whichever is
applicable, the City shall turn over and make the Drill site
available to Lessee in the condition and with those remaining
structures as agreed in writing by the parties to this Lease
relative to the temporary relocation of the Yard.

(4) City may secure a' site for the femporary
relocation of the Yard, or portions thereof, at any time after the

" Lease date and before the City is obligated to undertake sach

temporary relocation, and Lessee shall pay the Rent Reimbursement
subject to the following: (i) City has conducted’and received an
environmental assessment report and issued written notice to
Lessee, all of which is to be done within ninety (90) days of the
Lease date, that city will proceed with environmental clean-up of
the Drill Site in accordance with Subsection (2) above; ( ii) prior
to approval by SLC of this Lease, Lessee shall be obligated to pay
Rent Reimbursement for only a six (6) month period upon City
evidencing to Lessee an executed rental agreement for the lease of
temporary relocation facilities; (iii) after said six-month period
and before SLC approval, City shall be obligated to pay such rental
costs; and (iv) Lessee's obligation to pay Rent Reimbursement
shall be revived and Lessee shall pay the Rent Reimbursement to
City upon Ssic's approval of the Lease.

, (5) Lessee's obligation for Rent Reimbursement
shall continue until: (1) ninety (90) days after receipt by the
City of written notice from Lessee that the city should permanently
relocate the Yard, or (ii) ninety (90) days from and after the date
of commencement of the Development and Production Phase, or (iii)
thirty (30) days after the date of termination of the Lease and.
delivery by Lessee of an executed quitclaim deed of the same in
recordable form to the City, whichever occurs first.

d. Unless this Lease is terminated, the City shall have
the right and obligation to permanently relocate the Yard upon the
commencement of the Development and Production Phase in accordance
with the time period provided in subsection c. (5) above.
Simultaneously with the commencement of the Drilling and Production
Phase, Lessee shall establish and fund an interest-bearing trust -

-account in the amount of. Five Hundred Thousand ‘Dollars

($500,000.00) for advancing costs which will be experienced by the

City to permanently relocate the Yard, and shall provide evidence
satisfactory to the City that the trust has been established and

- fully funded.

(1) Lessee shall not have the right to undertake
and proceed with the Development and Production Phase until said
trust has been established and fully funded, and any delay by
Lessee in accomplishing the same shall not extend the time for
Lessee to commence any operations required by Section 12.
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(2) The permanent relocation of the Yard shall
obligate the City to undertake any additional environmental clean-
up and remediation of the Drill Site with respect to the permanent
relocation, which work shall be undertaken and completed by the
City within ninety (90) days after commencement of the Drilling and
Production Phase, but subject to the provisions in subsection c. (2)
abave, : - .

(3) The city may withdraw funds from the trust from
time to time to pay for any costs associated with the permanent
relocation of the Yard, including, without limitation, the clean-up
and remediation of the Drill Site to be undertaken in connection
with the permanent relocation, up to the full amount of the trust.

, (4) The cumulative amount of money caused to be
withdrawn from the trust by the City for the permanent relocation
of the Yard, plus the amounts as provided in Subsections 13.a.,
13.c. and 20.e. herein shall constitute the "Advance" by Lessee to
assist the City with the relocation of the Yard. The Advance shall
be deemed a loan from Lessee to the City which shall accrue simple
interest ‘at the prime rate or twelve percent (12%) per annum,
whichever is lower, commencing with respect to each separate -
withdrawal from the trust on the date the City caused such
withdrawal to occur. The obligation to repay the Advance, together
with accrued interest, shall not be deemed a general obligation of
the City, and Lessee hereby expressly agrees that the sole source
of repayment thereof shall be from royalty to be received by the
City pursuant to the terms of this Lease. The parties further
agree that the repayment of the Advance (and accrued interest
thereon) shall be first from tidelands royalty to the extent
permitted by law, and then from other royalty payable to the City,
including the Minimum Royalty. The amount of such repayment shall
be calculated based upon fifty percent (50%) of the total amount of
royalty to be paid to the City under this Lease, which amount may
be deducted by Lessee from the royalty payment which would
otherwise be due to the City until the entire Advance, together
with accrued interest, has been repaid. The royalty so-deducted by
Lessee .shall first be applied to the payment of interest, with the
remainder, if any, applied to the reduction of principal.

(5) In the event of termination of this Lease for
any reason prior to recoupment by Lessee of the full amount of the
Advance, together with accrued interest, the city shall promptly
repay Lessee the remainder with interest calculated through the
date of payment; provided, however, that in no event shall the city
be liable to pay Lessee any amounts in excess of the amount which
the City has actually received in royalties under this Lease.

(6) If the costs and expenses for the permanent

relocation of the Yard exceed the amount in the trust to be
established by Lessee hereinabove, Lessee shall have no obligation
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to advance any further funds to assist the City with the permanent

' relocation, and the trust shall terminate upon the withdrawal by or

on behalf of the City of all of the funds comprising the trust.
Otherwise, the trust shall terminate and the remainder of the trust
funds shall be paid to the Lessee upon written notice from the city
that no further funds need be withdrawn from the trust to
accomplish the pPermanent relocation. :

14. SUBMISSION AND DISCLOSURE OF DATA

a. The Lessee shall promptly file with the City true
copies of all geophysical data covering the leased lands and all
logs (including electric and computer generated logs), survey,
drilling records, well histories, core records, formation tests and
related information as measured and recorded in the course of.
drilling, for the wells drilled into the leased lands. Aall data
and information filed by the Lessee with the Division of 0il and
Gas in connection with this lease, whether or not held in
confidential status by the Division of 0il and Gas, shall be
submitted to the City for its use in enforcing compliance with the _
terms of this Lease and requlations of the Ccity. :

b. All data and information supplied in confidence by
the Lessee under this Section 14 shall be kept confidential by the
City and shall not be disclosed to any person or agency without the
written consent of the Lessee or unless their disclosure is
required by law. Notwithstanding the above, the City may disclose
any data or information filed by the lLessee to any governmental
agency needing the data or information to requlate the leased lands
or adjacent lands, provided that the disclosure is made pursuant to
an agreement with the governmental agency specifying the purposes
for which the data and information may be used and requiring the
data and information to be kept confidential, and that notice is
given to the Lessee of the nature of the information and data that
are disclosed, the governmental agency to which they are disclosed
and the purposes of their disclosure. :

15. COMPLIANCE WITH LAWS AND OTHER OPERATIONAL CONTROLS.

"a. The Lessee shall comply with all laws, rules and
regulations of the United States, of the State of California and
its political subdivisions, and of the City of Hermosa Beach

" applicable to the Lessee's operations, including, but not limited

to, the applicable provisions of Divisions 3 and 6 of the Public
Resources Code and the requlations of the Division of 0il and Gas
and State Lands Commission. The Lessee shall also comply with any
special operating requirements set forth in a conditional use
permit issued by the City. :
(-]

b. The Lessee shall also apply for and obtain all

necessary drilling and well permits from the City of Hermosa Beach
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pursuant to the Hermosa Beach Municipal Code. As part of this
process, Lessee shall pay for all normal charges and costs paid by
applicants in processing said permits, including the payment of all

costs associated with the preparation of any and all subsequent or

supplemental environmental impact reports or other environmental

documentation which may be required prior to approval of the City

permits. The parties hereto acknowledge that an Environmental

Impact Report has been approved and certified by the City’'on May s,

1990 for project contemplated under the Lease. The Lessee shall

also be responsible, at its sole expense, for all necessary permits

and approvals to be obtained from the california Coastal -
Commission. The Lessee shall also pay all business license fees

and comply with all ordinances, rules and regulations established
by the city. .

c. The Lessee is aware that the City of Hermosa Beach
does not own any rights, easements or covenants allowing the Lessee
to drill from the authorized Drill Site to the tidelands. The
Lessee shall obtain such rights so as to be able to drill from the
said Drill Site. If this Lease has not terminated prior to the
Drilling and Production Phase, then at the end of the Term, Lessee
shall assign its obtained pass-through rights to City without
‘warranty of title, to the full extent it has the legal right to do
so.

l16. UNITIZATION

Subject to the requirements of Public Resources Code §6879,
City and Lessee may mutually determine to combine, pool or unitize

‘the leased lands with other lands not subject to this Lease and

lying within the Jjurisdiction of the City to insure that the
ultimate recovery of oil or gas will be increased, or that oil or
gas will be protected from unreasonable waste, or that subsidence
of the 1leased lands or abutting lands may be arrested or
ameliorated. The cCity and Lessee may enter into agreements to
unite with others owning or operating lands not belonging to the
City, including lands belonging to the State of California and the
United States, in operating under a cooperative or unit plan of
development or operation for the pool ‘or field or any part thereof.

Such agreements may establish, change or revoke any drilling

and preduction requirements of this Lease, may permit apportionment

of production, and may make such requlations concerning the
institution and operation of any cooperative or unit plan that the
parties deem necessary or proper for the protection of their
interests. Each such agreement shall provide that any impairment
of the public trust for commerce, navigation or fisheries to which
the leased lands are subject is prohibited. ) )

In the event of the occurrence of subsidence of the leased
lands or abutting lands, the parties hereto agree to unitize within
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one (1) year from the occurrence of such in order to arrest or
ameliorate such subsidence.

17. PREVENTION OF WASTE

The Lessee shall use all reasonable precautions to prevent
waste of oil and gas in the leased lands and to prevent the
entrance of water through wells drilled to the oil or gas-bearing
strata that may damage or destroy the oil or gas deposits.

18. LIABILITY, INSURANCE AND INDEMNIFICATION

a. The Lessee shall be liable to the City for all
damage to any reservoir underlying the leased lands and any loss of
oil, gas or other hydrocarbon substances to the extent that they
are caused by a breach of any provisions of this Lease, whether
such breach occurs either through negligence of the Lessee or by
intentional violation of the express terms of any provision of this
Lease, or by non-compliance with any applicable statutes or
regulations by the Lessee, its employees, servants, agents or
contractors. Nothing in this Lease shall diminish any other rights
or remedies which the City may have in connection with any such’
breach.

b. Prior to the commencement of any operations, the
Lessee shall submit to the City an Insurance policy or Certificate
of Insurance which shows that the Lessee is insured against damages
to third persons and their property resulting or arising from
injuries to persons and/or property caused by Lessee's operations
under this Lease. The exact type and extent of coverage to be
provided by Lessee is attached hereto as Exhibit "C" and made a
part hereof by reference. Said insurance shall be in an amount not
less than Five Million Dollars ($5,000,000.00) for each occurrence.
Said insurance shall name the City as an additional insured and
shall further provide that Lessee's insurance shall be primary for
losses arising out of or from Lessee's performance under the Lease
and that neither the City nor any of its insurers shall-be required

to contribute to any such loss. Lessee shall be obligated to

maintain such insurance throughout the Term of this Lease 7 provided
however, that in the event all or any part of such insurarice is not
reasonably available, then Lessee shall provide an equivalent
substitute for such insurance coverage as provided below in
subsection (2). :

(1) All policies or certificates issued by the
respective insurers of Lessee shall provide that such policies or
certificates shall not be canceled or materially changed without at
least thirty (30) days prior written notice to the City. - Lessee
shall prepay in full each annual premium amount and copies of such
policies or certificates shall be deposited with the City, together
with appropriate evidence of payment of the premiums therefore. At
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least forty-five (45) days prior to the expiration dates of
expiring policies or .certificates, copies of renewal or new
policies or certificates shall be deposited with the City.

(2) In the event that Lessee is unable to obtain
all or any type of coverage or equivalent coverage as provided in
Exhibit "C," then Lessee shall be obligated to self-insure for such
lack of coverage. The amount of such self-insurance (tHe "self-

' insured amount") shall be calculated based upon the relationship

that such lost insurance coverage has to the premium cost for all
required insurance coverage. By way of example, if the lost
coverage represents 20% of the premium cost, then the Lessee shall
be obligated to self-insure for $1,000,000. ’

(a) Until such time as the Emergency Trust
Fund, as provided below, reaches $4,000,000 of lLessee's
contributions to said Fund, Lessee shall secure such self-insurance
by delivering to the city either cash, a standby letter of credit
or a security interest in an asset of Lessee with the unencumbered,
equivalent value of the self-insured amount.

(b) At such time as the Emergency Trust Fund-
reaches $4,000,000 of Lessee's contributions to said Fund, then
City shall release Lessee's cash, or letter of credit or security
interest for the self-insured amount and Lessee shall be obligated
to continue to contribute to the Emergency Trust Fund until such
time as said Fund, including accumulated interest, reaches the
self-insured amount. : '

_ C. The Lessee .shall indemnify the City of Hermosa
Beach, its officers, agents and employees against all claims,
demands, causes of action or liabilities of any kind which may be
asserted against or imposed upon the City of Hermosa Beach, its
officers, agents or employees, by any third person or entity
arising out of or connected with the issuance of this Lease,
operations hereunder, repayment or the use by the Lessee, its

" agents, employees or contractors of the leased lands and the Drill

Site; except only for the following situations: (i) that city shall
be liable for one-half (1/2) the costs to defend an action, claim
or proceeding which contests the right of City to use non-tidelands
restricted revenues received pursuant to this Lease to repay the
Advance for the temporary or permanent relocation of the cCity
maintenance yard operations or other costs of City related to the
preparation of this Lease and the Drill Site; and (1i) the city
shall be solely responsible to defend any action, claim or
proceeding brought by the State of California against the city
related to the terms of the grant of the tidelands to the City and
the City's use of proceeds of royalty from the tidelands. These
provisions shall not be construed to mean that the City is in any
way required to reimburse Lessee for its costs in defending any
such claim, action or proceeding as a real party in interest.
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Upon the execution of this Lease by the City and prior to
commencement of any drilling operations by Lessee, Lessee shall
execute and deliver to the City an indemnification agreement in
conformance with the form of Indemnification Agreement attached
hereto as Exhibit "D" and made a part hereof by reference.

d. Lessee and City hereby  agree to estaplish an
emergency trust fund (the "Emergency Trust Fund") for the sole
purpose of providing funds to remedy the occurrence of any
condition of third party 1liability or contamination, hazard,
pollution, subsidence or abandonment which may arise out of or be
related to the operations of the Lessee under this lLease and which
occurrence 1is not covered by Lessee's insurance coverage as
provided in subsection b. above.

(1) Said Emergency Trust Fund shall be established
by a sinking fund, to which both parties shall contribute up to an
aggregate amount of Six Million Dollars ($6,000,000) to be
accumulated, including accrued and compounded interest, by Year 10
after the commencement of the obligation of the parties to
contribute to the Emergency Trust Fund as provided hereinbelow.

- (2) The Lessee shall contribute, after payout to
Lessee but in no event later than four (4) years after the
commencement of the Development and Production Phase, to the
Emergency Trust Fund the amount of five percent (5.0%) of. net
profits received by Lessee each month until such time as Lessee's
contribution, including the prorata accrued and compounded
interest, reaches the amount of Four Million Dollars ($4,000,000).
For purposes of this Lease, "net profits received by Lessee each
month" shall mean the gross revenues received by Lessee from
operations at the Drill Site during that month (i.e., all revenues
attributable to the sale of Lessee's share of production from the
leased lands and adjacent lands during the month), 1less the
operating costs incurred by Lessee to conduct all such operations
during that month. Lessee's costs of operation shall be determined
. in accordance with the copas Accounting Procedure attached hereto
as Exhibit "F" and made a part hereof by reference. similarly, for
purposes of this Lease, "payout to Lessee"” shall mean the first day
of the month following the month during which the cumulative total
of the net profits received by Lessee each month is equal to all
costs incurred by Lessee at any time for (1) acquiring oil and gas
leases covering the leased lands and adjacent lands, (ii) obtaining
all permits, approvals and other governmental authorizations
necessary for Lessee to conduct operations from the Drill Site into
leased lands and ‘adjacent lands, (iii) establishing a temporary
drill site at the Drill Site, including environmental remediation
- costs which Lessee agrees to pay or is otherwise obligated to ‘pay
under the terms of this Lease, (iv) establishing a permanent drill
site at the Drill site, including environmental remediation costs
Which Lessee agrees to pay or is otherwise obligated to pay under
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this Lease, and (v) drilling, redrilling, reworking and
recompleting all wells drilled from the Drill Site.

(3) The City shall contribute, after payout to City
but in no event later than four (4) years from the commencement of
City's receipt of royalty payments other than the Minimum Royalty,
to the Emergency Trust Fund the amount of five percent (5.0%) of
net restricted royalties received by City each month pursuant to
the terms of this Lease, until such time as City's contribution,
including the prorata accrued and compounded interest, reaches the
amount of Two Million Dollars ($2,000,000). For purposes of this
Lease, "payout to City" shall mean the recovery by City of its
costs in undertaking and entering into this Lease and 'net
restricted royalties" shall mean restricted royalty to City after
first paying the Advance and Additional Advance.

_ (4) Said respective contributions to be paid
by each party hereto for any menth shall be paid into the Emergency
Trust Fund on or before thirty (30) days after the end of that
month. Said Emergency Trust Fund shall be interest bearing with
all interest accrued applied to the Emergency Trust Fund. Both the

.City and Lessee shall be named beneficiaries of said Fund which

shall be administered by an independent third party, mutually
acceptable to the parties, as trustee. So long as the purposes for
the Trust Fund exist, the Trust Fund shall remain in effect and be
used only for such purposes. The trustee shall release a pro rata
share of principal plus accrued interest to each respective party
upon the termination of the trust purposes.

19. QOPERATIONAL STANDARDS

a. The Lessee shall exercise reasonable diligence in
the operation of the wells while their products can be obtained in
paying quantities and shall not unreasonably or unnecessarily
suspend operations. All operations shall be conducted in a proper
and workerlike manner, in accordance with generally accepted good
0il field practices and with regard for the protection of the
safety and health of workers and the adjoining and adjacent
community. :

‘ b. Lessee shall have the right hereunder to conduct
operations by methods now known or unknown for the purpose of
benefitting or facilitating the drilling for or production of oil,
gas and other hydrocarbons by or through a well or wells in the
leased lands and/or the adjacent lands together with the right to
drill wells or use existing wells for the purpose of injecting into
said lands, water or other substances produced from the leased land
or other lands.

1031.11 {12/12/91} S 29. _ o 000196'
| : AR3353



—.

-

r~

r«

-

20. CANCELIATION AND TERMINATION

. a., Except for the period of the Primary term as
specifically provided in Section 1l.c., if the Lessee fails to
exercise due diligence and care in the prosecution of the
exploratory or production work in accordance with the terms and
conditions of this Lease and if such default continues after thirty
(30) days' written notice to the Lessee and Lessee fails to cure or
commence to cure and diligently pursue to complete the cure
thereafter, the City may cancel this Lease. Any action taken by
Lessee, such as contractual obligation for remedial work necessary
to correct the specified default, the assembly of equipment and the
like for such purpose, if initiated in good faith and diligently
pursued, shall constitute commencement to cure such default as said
term is used in the preceding sentence. In the event of
cancellation, the Lessee shall have the right to retain any
drilling or producing wells as to which no default exists, together
with the minimum acreage around any such wells required to comply
with the well spacing requirements as provided in Section 12 above
and those rights of way into or through the leased lands that are
reasonably necessary to enable the Lessee to drill and operate any
such wells. b

b. In the event that the cause of Lessee's default is
failure to pay the Minimum Royalty as provided in Section 2, above,
the City may terminate this Lease upon fifteen (15) days written
notice to Lessee and Lessee shall immediately surrender all leased
lands and the Drill site to city. ' ‘

c. In the event that the cause of Lessee's default is
failure to pay royalty, other than Minimum Royalty, as provided in
Section 3 above, the City may terminate this Lease upon thirty (30)
days written notice to Lessee and the Lessee shall immediately
surrender all leased lands and the Drill Site to City. 1In the
event of a legitimate dispute as to the amount.of royalty to be
paid to City pursuant to the terms of this Lease, then upon
Lessee's payment to City of the amount not in dispute, this Lease
shall continue in force and effect and the parties hereby agree to
arbitrate the amount in dispute unless otherwise provided. in this
Lease. Te o

.d. In the event that this Lease is not approved by the
State Lands Commission with respect to the production of oil from
the tidelands, then this Lease shall terminate and the Uplands
Lease as amended, shall be reinstated and be deemed to be in full
force and effect. Under the terms of termination as provided in
this subsection, the parties hereto agree that the Primary term
under the Uplands Lease shall be for a period of one (1) year
commencing upon the effective date of the reinstatement of the
Uplands Lease.
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e, The City's right to terminate this Lease as a result
of environmental clean-up and remediation costs exceeding an
initial amount of $50,000, shall be subject to Lessee agreeing in
writing to assume and pay such excess costs up to an additional
amount not to exceed $50,000. Said payment by Lessee of said
excess costs shall not be a recoverable cost by Lessee. In the
event that Lessee determines not to assume such excess costs, then
this Lease shall terminate. ot

Should the total cost of clean-up and remediation exceed the
amount of $100,000, Lessee shall have the option to further advance
such additional amounts above the aggregate $100,000 as necessary
to complete the clean~up and remediation of the Drill Site. - such
payment by Lessee of environmental Clean-up costs in excess of
$100,000 shall be deemed a part of the Advance as provided in
Section 13.c.(4). In the event Lessee, in its sole discretion,
determines not to fund excess clean-up costs over the aggregate
$100,000, then this Lease shall terminate.

The parties hereto expressly agree that Lessee shall have the
right to discontinue funding for clean-up and remediation
activities at any time. In such event, Lessee shall terminate this
Lease ‘and return possession of the Drill Site to the City without
further 1liability for clean-up and remediation, if Lessee
determines, in its sole discretion, that the cost of such clean-up
and remediation makes the project economically infeasible to
continue.

£. In the event of any termination of this ILease in
whole or in part, the Lessee shall have a reasonable time to remove
any personal property, equipment and facilities used by the Lessee
in operations under the terminated portion of this Lease and shall
after removal and at no cost to the City, return the land to the
City in a clean, cleared and suitable condition for reuse.

21. SUSPENSION OF OPERATIONS

a. The City may temporarily suspend production or any
other operation by the Lessee under this Lease whenever the City
finds that the operation, unless suspended, would pose an immediate
and serious threat to life, health, property or natural resources.
The suspension shall be effective immediately upon either oral or
written notice given in writing by the City Manager or his designee
to the Lessee. Any oral notice shall be followed by written
confirmation within ten (10) days from the City. The City shall
1ift the suspension when the City finds, on the basis of evidence
submitted by the Lessee or otherwise available, that resumption of
the suspended operation or operations would no longer pose an
immediate and serious threat to life, health, property or natural
resources. If the City orders suspension of operations because
their continuation would cause or aggravate subsidence in the
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leased lands or other properties, the operations shall be resumed
only in' compliance with a City approved program for subsidence
prevention. ;

b. Upon the written request of the Lessee the City may
temporarily suspend production or any other operation by the Lessee
under this Lease if the City determines, from evidence submitted by
the Lessee or otherwise available, that such suspension will

" facilitate the assignment or unitization of this Lease, will allow

for negotiation for the use of hydrocarbon transportation
facilities, will prevent waste of o0il or gas, will provide time for
compliance with federal, state or local statutes or regulations,
will allow for remedying the effects of acts of God, or will
otherwise facilitate the proper development of the Leased lands.
Such suspension shall be on terms and conditions provided by the
City and shall be terminated whenever the City. finds that the
conditions warranting the suspension no longer exist. During any
such period of suspension, the Lessee shall immediately inform the
City of any change in the conditions warranting suspension.

N The suspensions of operations provided for in this
Section 21 shall be in addition to, not in derogation of, any other
provisions for suspension of operations provided in this Lease. No
suspension ordered or approved under this Section 21 shall relieve
the Lessee from any obligation under this Lease unless specifically
provided in the terms of the suspension. However, any suspension
under this Section 21 ordered or approved during the Primary ternm,
shall stop the running of the Primary term during the period of
suspension. ) ‘ :

22, POLLUTION AND COl;ITAMINATION OF WATERS PROHIBITED

' a. Pollution and contamination of cCity waters,
impairment of and interference with bathing, fishing or navigation

~ in City waters, and impairment of and interference with developed

shoreline recreational or residential areas are prohibited. No
oil, tar, residuary product of oil or any refuse of any kind from
any well or works shall be deposited on or allowed to pass into
City waters. If any refuse capable of snagging or otherwise:
interfering with any type of fishing gear is deposited on or
allowed to pass into City waters, the Lessee shall promptly report

the incident to the City and submit to the City a map showing the

exact location of the refuse.

b. - The permission given in section 6873(b) of the
Public Resources Code for the deposit in state waters of water not
containing any hydrocarbons or vegetable or animal matter and drill
cuttings and drilling mud which are free of o0il and materials that.
are deleterious to marine 1life, shall not supersede any
restrictions on the deposit of such substances which are contained
in this Lease.
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23. BONDS

a. The Lessee shall furnish upon execution of this

- Lease and maintain a bond in favor of the City of Hermosa Beach in

the sum of One Hundred Thousand Dollars ($100,000) to guarantee the
faithful performance by the Lessee of all provisions of this Lease,
Division 6 of the Public Respurces Code and the regulations
promulgated thereunder, including, but not limited to; immediate
elimination of any contamination or pollution or discharge or
release of hazardous materials caused by or resulting from
operations under this Lease.

b. All bonds shall require the surety to give at least
ninety (90) days written notice of its intention to cease acting
as guarantor. If-a surety gives notice of its intention to cease
acting as guarantor, the Lessee shall provide to the City within
sixty (60) days of such notice a replacement bond of equal value to
become effective upon the expiration of the existing bond. Failure
to provide such. a replacement bond within the required time shall
constitute a default entitling the City to levy against the entire
amount of  the existing bond. :

c. The city shall release the bonds and Lessee's
obligation to provide said bonds, as required under this Section,
at such time as the Lessee's proportionate share of the Emergency
Trust Fund exceeds twice the amount of the bonds. )

24. ASSIGNMENT OR TRANSFER OF LEASE

a. Subject to approval by the City, which approval
shall not be unreasonably withheld, this Lease may be assigned,
transferred or sublet to any person, association of persons or
corporation who at the time of the proposed assignment, transfer or
sublease possesses the qualifications provided in Section 6801 of
the Public Resources Code. Any assignment, transfer or sublease
may involve all or any part of the leased lands or any- separate or
distinct zone or geological horizen or portion of such zone or
horizon. Any assignment, transfer or sublease shall take effect on
the first day of the month following its approval by the City and
the filing with the city of an executed counterpart thereof,
together with any required bond and proof of the qualifications of
the assignee, transferee or sublessee to hold this Lease or any
interest in it. Unless approved by the City, no assignm@nt,
transfer or sublease shall be of any effect. Upon approval of any
assignment, transfer or sublease, the assignee, transferee or
sublessee shall be bound by the terms of this Lease to the same
extent as if such assignee, transferee or sublessee were the
original lessee, any conditions in the assignment, transfer or
sublease to the contrary notwithstanding.
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b. Any assignment or transfer of a separate portion of
this Lease or of a separate or distinct zone or geological horizon,
or portion thereof, shall segregate the assigned or transferred
portion from the retained portion. The approval of the assignment
or transfer shall release the assignor or transferor from all
obligations thereafter accruing under this Lease with respect to
the assigned or transferred lands or zones or horizons. The Lease
on any segregated portion of the lands or zones or horizons shall
continue in force for two (2) years after the date of City approval
of the assignment and so long thereafter as oil or gas is produced
in paying quantities from such segregated portion.

c. With the approval of the City, which approval shall
not be unreasonably delayed or withheld, assignments or transfers
may be made of parts of this Lease which are on their extended term
because of production. The Lease on any segregated portion
containing only undeveloped lands or zones or horizons shall
continue in force for two (2) years and so long thereafter as oil
or gas is produced in paying quantities from such segregated
portion. . ‘

25. . QUITCLATIM T

The Lessee may at any time make a written quitclaim of all
rights under this Lease or of any portion of the leased lands
comprising a ten-acre parcel or multiple thereof in a compact form,
or of any separate or distinct zone or geological horizon or
portion.thereof underlying a ten-acre parcel of multiple thereof in
a compact form. The quitclaim shall be.effective when it is filed
with the City subject to the continued obligation of the Lessee to
pay all accrued royalties and to abandon all wells drilled into the
leased lands or in the zones or horizons to be quitclaimed in
accordance with the terms of this Lease and the regulations of the
City. At the option of the city, the Lessee may be required to
place all such wells in condition for suspension .instead of
abandoning them. 1In the event of suspension, the City shall have
the option to operate or cause the operation of such -wells. The
Lessee shall then -be released from all drilling and other
obligations thereafter accruing under the Lease with respect to the
lands, zones or horizons quitclaimed. However, the quitclaim shall
not release the Lessee or its surety from any liability for breach
of any obligation of this Lease with respect to which the Lessee is
in default at the time of the filing of the quitclaim, except for

- the liability or obligation to conduct drilling or production

operations on or with respect to the quitclaimed lands.
26. S ENDER OF LEAS LANDS
At the expiration of this Lease or upon its sooner éuitclaim

or termination, the lLessee shall surrender the leased lands and the
Drill site and all improvements on them in good condition, or the
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City may provide that the Lessee shall remove some or all of the
structures and other fixtures placed upon the Drill Site and
transfer to city, in whole or in part, the Drill Site in a clean,
cleared and suitable condition for reuse at no cost to the City.
The Lessee shall not be denied the right to remove any drilling,
development and production equipment having a reuse or salvage
value, provided that in the event the City exercises its gption to
operate any well, as provided in Section 25, above, the City shall
have the right to purchase said drilling, development and
production equipment at salvage value. R

27. RESERVATIONS TO CITY

. The City reserves the right to grant, upon its own terms,
joint or several easements or rights of way upon, through or in the
leased lands as may be necessary or appropriate and consistent with
the Lease, and the right to allow, upon its own terms, the
continued use of any existing easement or right of way upon,
through or in the leased lands. The City also reserves the right
to lease, sell or otherwise dispose of whatever transferable
interest it may have in the surface of the leased lands, subject to
the reasonable use by the Lessee of the surface for Lease
operations if surface use is allowed by the terms of this Lease.
Any such easements or encumbrances on the Drill Site shall not
unreasonably interfere with the operations of the Lessee.

28. B UPTCY

If at any time a filing is made by or against the Lessee under

" the bankruptcy laws of the United States, the City shall have the

right to take any action consistent with the bankruptcy laws to
protect its interests in this Lease.

29. FAILURE TO ENFORCE

The failure of either party to enforce any provision of this
Lease, which includes the exhibits, shall not constitute a waiver
by either party of that or any other provision or.of any subsequent
breach by the either party. -

30. ENFORCED DEIAY: EXTENSION.OF TIME TO PERFORM

Notwithstanding specific provisions of this Lease, performance
by either party hereunder shall not be deemed to be in default
where delays or defaults are due to war; insurrection; strikes;
lock-outs; labor disputes; riots; floods; earthquakes; fires;
casualties; acts of God; action of the elements; acts of the public
enemy; epidemics; quarantine restrictions; freight embargoes; lack
of transportation; governmental restrictions or priority;
litigation including litigation challenging the validity of this
transaction or any element thereof; unusually severe weather;
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inability to secure necessary labor, materials or tools; acts of
the other party; acts or failure to act of any other public or
governmental agency or entity including the city; or any other
causes beyond the control or without the fault of the party
claiming an extension of time to perform. An extension of time for
any such cause shall be for the period of the enforced delay and
shall commence to run from the time of- the commencement of the
cause, if notice by the party claiming such extension is sent to
the other party within thirty (30) days of the commencement of the
cause. Times of performance under this Lease may also be extended
in writing by the City and the Lessee.

31. APPLICABLE LAW AND LEGAI, ACTIONS

, a. This Lease shall be interpreted and construed under
the laws of the State of California.

b. GLG Energy, L.P., which together with Windward
Associates comprises the Lessee, hereby agrees to submit to
California jurisdiction. 1In the event that any legal action is
commenced by City against the Lessee, service of process on the
Lessee shall be made by personal service on the Operator and by~
mailing a copy to each member which comprises Lessee, by certified
mail, return receipt.

32. SEVERABILITY

In the event any provision of this Lease is held, found or
determined by a competent court to be invalid and unenforceable for
any reason whatsoever, the remaining provisions shall remain in
full force and effect, and the parties shall take further actions
as may be reasonably necessary and available to them to effectuate
the intent of the parties as to all provisions set forth in the
Lease,

33. DUTY TO DISCLOS

Lessee écknowledges that it may be required to make certain
disclosures to the City, its staff or legal counsel of Lessee's

- officers, stockholders or partners, and any requested information

deemed pertinent by the cCity concerning the Léssee and its
associates and agents. Lessee further acknowledges that it may be
required to make full disclosure to the City of jthe nmethods of
financing to be used by Lessee in undertaking and developing the
leased” lands. Lessee agrees to make available any information
reasonably requested by the City related to this Lease and Lessee's

ability to perform under this Lease. ,
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34. ENTIRE AGREEMENT

This Léase consfltutes the

entire, complete and final

agreement between the parties and shall not be amended except by

written agreement of the parties.

IN WITNESS WHEREOF, the undersigned parties have executed this
0il and Gas lLease No. 2 effectlve as of the day and year first

" written above.

"l.essee"

Windward Associates, a California
limited partnership

By:

GLG

e

REDIEIIT. MALLNSE2oNS D
’ (Title) SRR A VARIWAIL

Energy, L.P., a limited -

partnership

A e
(Title)zenecre’ N

i City "

C1ty of Hermosa Beach, a Callfornla
municipal corporation

Attest:

é‘-;d-l-)
City Clerk J

-

Approved as to Form:
City Attorne

1031.11 (12/12/91) 37.
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EXHIBIT "A"®
PROPERTY DESCRIPTION

A. . 'Description of Tide and Submerged Lands. All tide and
the TCity of

Submerged lands within the present boundaries of
Hermosa Beach situated below the line of the mean high Fide of the
Pacific Ocean and extending seaward one (1) nautical mile.

B. Description of the Uplands. All of that certain strip

of land in the County of Los Angeles, California, lying and being
between the ocean front lot line as shown in the original plat of
the City of Hermosa Beach (said ocean front lot line being the same
as the west property line of all lots facing the ocean) and the
line of high tide, and between the North and South lines produced
of Hermosa Beach as per map thereof recorded in the office of the
County Recorder of Los Angeles, California, in Book One (1) of Maps
at Pages 25 and 26, together with all other lands owned by the City
of Hermosa Beach and within the ‘boundaries of said City, below a
depth of five hundred (500) feet from the surface thereof. :

—

C." Description of the Drill Site. The Drill site is

located on the property known as the "City Maintenance Yard", as
shown on the Drill Site Map and as more specifically described as
follows: Lots 11 through 18 of Block R; Lots 11 through 18 of Block
U; the vacated portion of Bard Street between the easterly
prolongation of the northerly line of Lot 11, Block U and the
northerly right-of-way line of 6th Street; and the vacated portion
of Lot A between the easterly prolongation of the southerly line.of
Lot 18, Block R; Tract 2002 as recorded in Book 22 Maps, at Pages
154~-155, Records of lLos Angeles County.

1031.11 {12/12/91} 3s. . s 000305
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EXHIBIT "B"

'ROYALTY PERCENTAGE

1. UPLANDS ROYALTY PERCENTAGE

The royalty for oil, gas and other hydrocarbon
substances resulting from the leased lands owned by the
City above the mean high tide line of the ocean (the -

"uplands")
follows:

(a)

(D)

(e)

(d)

(e)

(£)

1031.11 {12/12/91)

which Lessee shall pay to City shall be as

Eleven and two-thirds per cent (11-2/3%)
of all oil, gas and other hydrocarbon
substances, excepting gasoline and other
liquid products extracted from gas
produced, saved and sold from the
uplands;

Eleven and two-thirds per cent (11-2/3%)
of fifty per cent (50%) of all gasoline
and other liquid products extracted from
gas produced, saved and sold from the
uplands;

Seven percent (7%) of all oil, gas and other
hydrocarbon substances, excepting gasoline
extracted from gas, produced, saved and sold from
the uplands for the granting of the use of the
Drill Site. ’

Seven percent (7%) of all oil, gas and other
hydrocarbon substances, excepting gasoline
extracted from gas, produced, saved and sold from
lands other than those owned by the cCity and
recovered by wells drilled from the Drill Site;

Seven percent (7%) of fifty percent (50%) of all
gasoline extracted from gas produced, saved and
sold from the uplands; :

Seven percent (7%) of fifty percent (50%) of all
gasoline extracted from gas produced , saved and .

sold from lands other than those owned by the City
and recovered by wells drilled from the Drill Site.

39.
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2. TIDELANDS ROYALTY PERCENTAGE

The royalty for oil, gas and other hydrocarbon
substances resulting from the leased lands in the
tidelands (i.e., all tide and submerged lands within the
present boundaries of the City of Hermosa Beach situated
below the line of the mean high tide of the Pacific Ocean .
.and extending seaward one (1) nautical) which Lessee®
shall pay to City shall be as follows:

(a) Eighteen and two-thirds per cent
(18-2/3%) of all oil, gas and other
hydrocarbon substances, excepting
gasoline extracted from gas produced,
saved and sold from the tidelands;

(b) Eighteen and two-thirds per cent
(18-2/3%) of fifty per cent (50%) of all
-gasoline extracted from gas produced,
saved and sold from the tidelands.

Royalty and/or money from royalty shall be divided' -
between the Special Tidelands Trust Fund and the City's general
fund as follows: ‘

(i) A share of the royalty or money equal to
thirty-seven and one-half percent (37.5%)
to the City's general fund as
ctj:.nsideraticn for furnishing the Drill
Site; .

(ii) A share of the royalty or money equal to

sixty-two and one-half percent (62.5%) to
the Special Tidelands Trust Fund.

1031.11 {12/12/91} 40.
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EXHIBIT "C

INSURANCE REQUIREMENTS

Operatoi shall carry or provide, or cause to be carried or
provided, the following insurance for the benefit of City and
Lessee: ' ..

(a) Worker's compensation insurance in accordance with the
requirement of the laws of the State of California and employer's
liability insurance with limitations of not less than $100,000 each
occurrence, and $$OQ,000 aggregate for disease. )

(b) Comprehensive general liability insurance with limits of
not less' than $1,000,000 for any one person injured in any one
accident, not less than $1,000,000 for more than one person injured
in any one accident, and not less than $1,000,000 for property
damage for any one accident, and not less than $1,000,000 for
property damage each year. : ’

(c) Automobile public liability and property damage insurance -
with limits of not less than $1,000,000 covering injury to or death
of one person and not less than $1,000,000 for any one occurrence,
and not less than $1,000,000 covering property of third persons.

(d) Well control insurance during all drilling and remedial
down-hole well operations with a combined single limit of not less

than $1,000,000 per occurrence for bodily injury and property
damage. ' :

(e) Umbrella liability insurance of not less than $4,000,000
ber occurrence, such insurance to cover all risks in excess of the
primary insurance referred to in items (b), (¢) and (4) above.

Each drilling or other contractor performing work for the
joint account shall be required to maintain in force, with respect
to the work performed by such contractor, to the extent applicable
and possible, the same insurance as specified above.
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Exhibit npw
INDEMNIFICATION AGREEMENT

This Indemnification Agreement ("Agreement") is entered into
this Jézzglday of _Tapvary , 1992, by and between the City of
Hermoga Beach, a municipal’ corporation (the "City") and Windward
Associates, a California limited partnership and GLG Energy, L.P.,
a limited partnership (herein together the "Lessee").

RECITALS

A, The City and Lessee have entered into that certain lease
for drilling activities, the 0il and Gas Lease No. 2, dated
» 1991 (the "Lease"), into and through the leased and adjacent
lands (altogether the "Property") as described in the Lease.

B. The Lease provides that the City will provide to Lessee
the use of the Drill site, which is the only location in the city
authorized by a vote of the people for both uplands and tidelands
oil drilling activities. . T~

c. The Lease provides that the Lessee shall indemnify and
hold the City harmless from and against any and all clainms,
demands, causes of action or liability which arises out of or
connected with Lessee's performance under the Lease, ‘

D. The parties hereto desire to clarify and define each
party's obligation to so indemnify and hold the other party
harmless.

Now THEREFORE, Lessee, jointly and severally, and the City
agree as follows:

1. General Intent and Purpose.

: . It is the ‘intent of the parties to this Agreement that
Lessee indemnify City against environmental costs and liabilities.
arising from or caused as a result of any of Lessee's activities
under the Lease. Likewise, it is the intent of the parties that
the City indemnify Lessee against environmental costs and
liabilities arising as a result of any uses of the Drill Site prior
to Lessee's actual possession under the Lease or from any future
uses of the Drill Site unrelated to Lessee or its activities under
the Lease.

2. Indemnification. -

( (a) Lessee shall protect, defend, indemnify, and hold
harmless City, its assigns and their respective officers,

1031.11 (12/12/91) ’ i 42,
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directors, .and  employees, and their respective heirs, legal
rtf_prgsgni.:atlves, successors, and assigns from and against: (i) all

C . liabilities, 1losses, costs, damages (including all reasonably
foreseeable consequential.damages) » Penalties, fines, defense costs

and disbursements(including without 1limitation, reasonable
attorneys' and experts' fees), judgements, suits, proceedings,

expenses or claims, including, but not limited to, remediation,

removal, response, abatement, Cleanup, legal, investigative, and

C monitoring costs of any nature whatsoever ( collectively "Costs and
Liabilities"); and (ii) which may at any time be imposed upon City,

or be incurred by City (directly or indirectly); and (iii) which

Costs and Liabilities arise from any act or activity of Lessee on

or conducted from the Drill Site; and (iv) which arise: (A) from
Requirements of Environmental Law; (B) with respect to

C Environmental Claims related to actions of Lessee under the Lease; -
(C) from the failure or alleged failure of Lessee or any

: contractor, subcontractor, employee, 1licensee, representative,
= guest, invitee or agent of Lessee, to obtain, maintain, or comply
with any required Environmental Permit; and/or (D) from the release

RE: or alleged release of either oil.and/or gas as defined in Section
id C 3006 and 3007, respectively, of the California Pubic Resources Code
B or Hazardous Materials on, under or from the Property or Drill’
- : Site, including but not limited to soil, groundwater or soil vapor,
i or the migration, spreading, alleged migration, or alleged
spreading of oil and/or gas or Hazardous Materials from the Drill

- Site or related to Lessee activities therefrom, whether known to

¢ Lessee, whether foreseeable or unforeseeable.

i

” (b) Subject to the provisions of Sections 13.b.(2) and
20.e. of the Lease, City shall protect, defend, indemnify and hold
harmless Lessee, its agents, and their respective officers,
directors, and employees, and their respective heirs, legal

C representatives, successors and assigns from and against: (i) all

1 liabilities, 1losses, costs, damages (including reasonably
foreseeable consequential damages), penalties, fines, defense costs
and disbursements( including without limitation, reasonable
attorneys' and experts' fees), judgements, suits, proceedings,
expenses or claims, including, but not limited to, remediation,

C removal, response, abatement, cleanup, legal, investigative, and
monitoring costs of any nature whatsoever (collectively "Costs and

: ‘Liabilities"); and (ii) which may at any time be imposed upon

" Lessee or be incurred by Lessee (directly or indirectly); and (iii)

B which Costs and Liabilities arise as the result of activities which

predate the date Lessee received actual possession of the Drill

Site under the Lease or which are unrelated to any action or

S activity of Lessee.
- " (¢) In the event that any investiggtion, site
: monitoring, containment, cleanup, removal, restoration or other
remedial work of any kind or nature (the "Remedial Work") which
C . arises from or out of Lessee's activities under the Lease, is
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requireq under any applicable local, state or federal 1law or

regulation, any judicial order in connection with, the then current

or future presence, alleged presence, release or alleged release of
oil and/or gas or Hazardous Materials in or into the air, soil,

groundwater, surface water or soil vapor at, on, about, under or

within the Drill Site or related to Lessee activities therefrom (or

any portion thereof), Lessee shall within thirty -(30) days after

written demand for performance thereof by City (or such shorter

period of time as may be required under any applicable law,

regulation, or order), commence to perform, or cause to be

commenced, and thereafter diligently prosecute to completion, all

such Remedial Work. All Remedial Work shall be performed by one or

more contractors, approved in advance in writing by City, and under

the supervision of a consulting engineer approved in advance in

writing by City. All costs and expenses of such Remedial Work

shall be paid by Lessee including, without limitation, the charges

of such contractor(s) and/or the consulting engineer, and the

reasonable attorneys' fees and costs incurred by City in connection

with monitoring or review of such Remedial Work. In the event

Lessee shall fail to timely commence, or cause to be commenced, or

fail to diligently prosecute to completion, such Remedial Work,

City may, but shall not be required to, cause such Remedial Work to
be performed and all costs and expenses thereof, or incurred in
connection therewith, shall become an Environmental Claim
hereunder. .

(d) Anything to the contrary set forth in this Agreement

.notwithstandinq, Lessee shall not be liable under this Agreement to

the extent of that portion of any Costs and Liabilities which

' Lessee establishes is not attributable to Lessee's activities under

the lLease.

Notwithstanding the foregoing, the 1liability of Lessee
hereunder shall otherwise remain in full force and effect after
City so obtains possession to the Property or Drill Site, including
without limitation with respect to oil and/or gas or any Hazardous
Materials which are discovered at the Property or Drill Site after
the date City obtains possession but which were actually introduced
by Lessee to the Property or Drill Site prior to the -date of such
possession, and with respect to any continuing migration or-release
of oil and/or gas or any Hazardous Materials introduced at or near
the Property or Drill site prior to the date that City obtains
possession. :

) (e) The terms and provisions of this Agreement shall
survive the termination of the Lease. This Agreement, and all
rights and obligations hereunder, shall survive performance and
payment of the obligations evidenced by and arising under the Lease
or possession of the Property or Drill Site by either party:
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. (£) This Agreement is solely intended to protect the
parties from the matters set forth in the preceding paragraphs 2(a)
and 2(b) and is not intended to secure payment of the rental or
amounts due to City under the Lease.

(g) Nothing contained in this Agreement shall prevent or
in any way diminish or interfere with any rights and yemedies,
including without limitation, the right to contribution, which
either party may have against the other or against any other party
under the Federal Comprehensive Environmental Response,
Compensation and Liability Act of 1980 (codified at Title 42 U.s.C.
§§ 9601 et seq.), the California Health and Safety Code, Div. 20,
Chapter 6.5 as each may be amended from time to time, or any other
applicable Federal or state laws. '

3. Definitions.

For purposes of this Agreement, t'he following terms shall
have the following meanings:

- (a) "Environmental claim" shall include, but not be
limited to, any claim, demand, action, suit, loss, cost, damage, -
fine, penalty, expense, liability, judgment, proceeding, or injury,
whether threatened, sought, brought, or imposed, that seeks to
impose costs or 1liabilities for (i) noise; (ii) pollution or
contamination of the air, surface water, ground water, or land;
(iii) exposure to Hazardous Materials; (iv) the processing,
distribution in commerce, use, or storage of Hazardous Materials;
(v) injury to or death of any person or persons directly or
indirectly connected with Hazardous Materials and directly or
indirectly related to the Property or Drill Site; (vi) destruction
or contamination of any property directly or indirectly connected
with Hazardous Materials and directly or indirectly related to the
Property or Drill Site; or (vii) any and all penalties directly or
indirectly connected with Hazardous 'Materials and directly or
indirectly related to -the Property or Drill Site. The term
"Environmental Claim" also includes (i) the costs of removal of any
and all Hazardous Materials from all or any portion of the Property
or Drill Site, and (ii) costs incurred to comply, in connection
with all or any portion of the Property or Drill Site or any

-surrounding areas, with all applicable 1laws with respect to

Hazardous Materials, including any such laws applicable to the work
referred to in this sentence. “"Environmental Claim" also means any
asserted or actual breach or violation of any Requirements of
Environmental Law, or any event, occurrence or conditions as a
consequence of which, pursuant to any Requirements of Environmental
Law, (i) Lessee, City or any owner, occupant, or person having any
interest in the Property or Drill Site shall be liable or suffer
any disability, or (ii) any remedial work shall be required.

1031.11 (12/12/91} ’ 45,

000213
AR3370



(SN

(b) "Environmental Permit" means any permit, license,
approval, or other authorization with respect to any activities,
operations, or businesses conducted on or in relation to the
Property or Drill Site under any applicable law, regulation, or
other requirement of the United States or any state, municipality,
or other subdivision or jurisdiction related to pollution or
protection of health or:  the environment, including laws,
regulations, or other requirements relating té recovery of natural

' resources, to emissions, discharges, or real or threatened releases

of Hazardous Materials into ambient air, surface water, ground
water, or land, or otherwise relating to the recovery, processing,
distribution, use, generation, - treatment, storage, disposal,
transportation, or handling of Hazardous Materials directly or
indirectly related to the Property or Drill Site.

(c) "Requirements of Environmental Law" means all
requirements of environmental, ecological, health, or industrial
hygiene laws or requlations related to the Property or Drill Site,
including all regquirements imposed by any law, rule, order, or
regulation of any federal, state or local executive, judicial,
regulatory, or administrative agency, board, or authority, which
relates to (i) noise; (ii) pollution or protection of the air, "
surface water, ground water, or land; (iii) exposure to Hazardous
Materials; or (iv) regulation of the recovery, processing,
distribution, and commerce, use or storage of Hazardous Materials.

(d) The term "Hazardous Materials" shall include without
limitation:

(i) Those substances included within the definitions of
"hazardous substances," "hazardous materials," "toxic substances, "
or "solid waste" in the Comprehensive Environmental Response,
Compensation, and Liability Act of 1980 as amended, 42 U.S.C.
Sections 9601 et seq., and the Resource Conservation and Recovery
Act of 1976, 42 U.S.C. Sections 6901 et seg., and the Hazardous
Materials Transportation Act, 49 U.S.C. Sections 1801 et sed., an
in the regulations promulgated pursuant to said laws; --.. :

(ii) Those substances defined as "hazardous wastes" in
Section 25117 of the California Health & Safety Code,; or as
"hazardous substances" in Section 25316 of the California Health
and Safety Code, and in the regqulations promulgated pursuant to
said laws; :

(iii) Those chemicals known to cause cancer or
reproductive toxicity, as published pursuant to the Safe Drinking
Water and Toxic Enforcement Act of 1986, Sections 2549.5 et seq, of
the California Health & Safety Code;

" (iv) Those substances listed as hazardous substances (49
CFR Part 302 and amendments thereto) in the United States
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Department of Transportation Table (49 CFR 172.101 and amendments
thereto) or by the Environmental Protection Agency (or any
Successor agency) as hazardous substances;

(v) Any material, waste or substance which is: (&)
asbestos; (B) polychlorinated biphenyls; (C) designated as a
"hazardous substance" pursuant to Section 311 of the Clean Water
Act, 33 U.S.C. §1251 et seg. (33 U.S.C. §1321) or listed pursuant
to Section 307 of the Clean Water Act (33 U.s.C. §1317; (D) a
chemical substance or mixture requlated under the Toxic Substances
Control Act of 1976, 15 U.S.C. §§2601 et sed.; (E) flammable
explosives; or (F) radioactive materials; and

(vi) Such other substances, materials and wastes which
are or become regulated as hazardous or toxic under applicable
local, state or federal law, or the United States government, or
which are classified as hazardous or toxic under federal, state, or
local laws or regulations.

4, Notice of Aétions.

(2) Each party shall give immediate written notice to
the other of (i) any proceeding, inquiry, notice, or other
communication by or from any governmental authority, including,
without 1limitation, the california State Department of Health
Services, the California State Division of 0il and Gas of. the
Department of Conservation, and the Environmental Protection
Agency, regarding the presence or existence of any Hazardous
Material on, under, or about the Property or Drill Site or any
migration thereof from or to the Property or Drill Site or any
actual or alleged Violation of Environmental &Law; (ii) all
Environmental Claims and any other claims made or threatened
against Lessee, the City or the Property or Drill Site relating to
any loss or injury resulting from or pertaining to any Hazardous
Material or any alleged breach or violation of any Requirements of
Environmental Law; (iii) either party's discovery of any occurrence
or condition on any real property adjoining or in the-vicinity of
the Property or Drill Site that could reasonably and foreseeably
cause ‘the Property or Drill Site or any part thereof to be subject
to any restriction on ownership occupancy, transferability or use,
or subject the City or Lessee to any liability, penalty, or
disability under any Environmental Law including, without
limitation, any that could cause the Property or Drill Site or any
part thereof to be classified as "border-zone property" under the
provision of California Health and Safety Code Sections 25220 et
seq. or any regulation thereunder or in connection therewith; and
(iv) either party's receipt of any notice or discovery of any
information regarding any actual, alleged, or potential use,
recovery, production, storage, spillage, seepage, release,
discharge, disposal or any other presence or existence of any
Hazardous Material on, under, or about the Property or Drill Site,
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or any alleged breach or vioclation of any Requirements of

gpzironmental Law pertaining to Lessee or the Property or Drill
l e.

(b) Immediately upon receipt of the same, the noticing
party shall deliver to the other party copies of any and all
Environmgntal Claims and any and all, orders, notices, ,permits,
applications, reports, and other communications, documents, and
in:?ruments pPertaining to the activity or action giving risé to the
notice. :

(c) Each party shall have the right to join and
participate in, as a party if it so elects, any legal proceedings
or actions in connection with the Property or Drill Site involving
any Environmental Claim, any Hazardous Material or any Requirements:
of Environmental Law, and costs and expenses in connection
therewith, including attorneys' fees, shall be apportioned pursuant
to paragraphs 2(a) and 2(b) of this Agreement.

5. Procedures Relating to Indemnification.

(a) Lessee shall, at its own cost, expense and risk: (i)
defend all suits, actions or other 1legal or administrative
proceedings that may be brought or instituted against City on
account of any matter or matters arising under or within Section
2(a) above; (ii) pay in or satisfy any judgment or decree that may
be recorded against City in any such suit, action, or other legal
or administrative proceedings; (iii) reimburse City in accordance
with 2(a) above. ' . ' T

(b) Counsel selected by Lessee pursuant to Section 5(a)
above shall not be subject to the approval of the City, provided,
however, that City may elect to defend any such claim, lawsuit,
action, legal, or administrative proceeding at the cost and expense
of Lessee, if in the judgment of the City (i) the defense is not
proceeding or being conducted in a satisfactory manner, or (ii)
there is a conflict of interest between any of the parties to such
lawsuit, action, legal, or administrative proceeding.

(c) City shall, at its own cost, expense and risk: (1)
defend all suits, actions, or other legal or administrative
proceedings that may be brought or instituted against Lessee on
account of any matter or matters arising under or within paragraph
2(b) above; (ii) pay in or satisfy any judgement or decree that may
be recorded against Lessee in any such suit, action, or other légal
or administrative proceedings; (iii) reimburse Lessee in accordance
with the provisions of paragraph 2(b) above. ‘

(d) Counsel selected b& City pursuant to Section 5(c)
above shall not be subject to the approval of the Lessee, provided,
however, that Lessee may elect to defend any such claim, lawsuit,
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action, legal, or administrative proceeding at the cost and expense
of City, if in the judgment of the Lessee (1) the defense is not
proceeding or being conducted in a satisfactory manner, or (ii)
there is a conflict of interest between any of the parties to such

-lawsuit, action, legal, or administrative proceeding.

(e) Notwithstanding anything -in this Agreement to the
contrary, neither party shall, without the prior written consent of
the other party (which consent shall not be unreasonably withheld
or delayed), (i) settle or compromise any action, suit, proceeding,
or claim or consent to the entry of any judgment that does not
include as an unconditional term - thereof, the delivery by the
claimant or plaintiff of a written release of the other party (in
form, scope and substance satisfactory to the other party in its
reasonable discretion) from all 1liability in respect of such
action, suit, or proceeding; or (ii) settle or compromise any
action, suit, proceeding, or claim in any manner that may
materially and adversely affect the other party in its sole
discretion. '

6. - Binding Effect.

This Agreement shall be binding upon and to the benefit
of Lessee and City and their respective, heirs, ‘personal
representatives, successors and assigns.

7. Limitation of Liability of City. .
Notwithstanding any ownership by City at any time of all

" or any portion of the Property or the Drill Site, in no event shall

City (including any successor or assign) be bound by any
obligations or liabilities of Lessee.

8. Full Force and Effect; Defined Terms. ‘

City and Lessee hereby acknowledge that this Agreement is
to supplement the terms and provisions of the Lease. - All terms,
not specifically defined herein, shall have the same meanings
ascribed to them in the Lease. .
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IN WITNESS WHEREOF,
Indemnification Agreement
written.

Approved as to form:
City Attorney

1031.11 (12/;2/91)

the parties have entered into this
effective as of the date first above

l'cityn
City of Hermosa Beach

4

By: m%{a%ﬁ%/

"Lessee"
Windward Associates, = g3
California limited partnership

By: Macpherson oil Company,
General Partner

By:EBVN~¢~ﬁ§J,o~n—\_—

GLG Energy, L.P., a .limited
partnership -t

50.

000218
AR3375









IL

IIL.

Definitions.

2.1

2.2

23

24

2.5

2.6

2.7

2.8

29

2.10

2.11

The Closing

“Action” means Hermosa Beach Stop Oil Coalition, et al v. City of
Hermosa Beach, Los Angeles County Superior Court Case No.
BC172546.

“Affiliate” or “Affiliates” means an entity designated by E & B
and under common control with, controlled by or under the control
of E & B.

“Ballot Measure” means the measure described in paragraph 4.6(a)
herein.

“Closing” means the consummation of this Settlement Agreement
and Release at which time the Parties shall concurrently deliver the
instruments and payments described herein all as provided in
paragraph III herein.

“Conditional Use Permit” or “CUP” means Conditional Use Permit
No. 93-5632 dated August 12, 1993 issued by City to Macpherson.

“E & B Loan” means the payment advanced by E & B to
Macpherson on behalf of City and to be repaid or forgiven as
provided in paragraphs 4.4(b) and 4.6(b) and (c) herein.

“Grant Deed” means the Municipal Corporation Grant Deed
attached hereto as Exhibit A and incorporated herein by reference.

“Lease” means the Oil and Gas Lease No. 2 dated January 14,
1992 between City and Macpherson, and all extant records,
permits, studies and documents pertaining thereto.

“Project” or “Oil Project” means the directional well oil drilling
project described in the Lease and the CUP from City’s
maintenance yard as it may from time to time be modified in the
course of implementation of the terms of this Agreement.

“School Lease” means the lease between Macpherson and the
Hermosa Beach School District.

“Settlement Payment” means the payment from E & B to
Macpherson described in paragraph 4.3(b) herein.

3.1  The Closing shall occur on such day and at such time as may be mutually
agreed upon by all of the Parties, but in no event later than Friday, March 2, 2012,
at a time sufficient to accommodate a wire transfer of the Settlement Payment






IV.

Obligations of the Parties.

4.1

a.

4.2

a.

43

a.

Macpherson’s Obligations At Closing:

Execute and deliver to E & B, or to an Affiliate or Affiliates designated by E
& B, including for the purposes of a 1031 exchange as provided in Article X
hereof, all of Macpherson’s right, title and interest in the Lease, all townlot
leases, the School Lease, and any other leases, and all other rights it may have
in or with respect to the Project, including, but not limited to, the Conditional
Use Permit and all other permits for the Project (collectively the “Assets”),
all without any warranty of title, and subject to the releases set forth in
paragraph VI hereof. Said assignment shall be in the form attached to this
Agreement as Exhibit B.

Deliver to the Closing this executed Agreement to each of the other Parties.
Deliver an executed dismissal with prejudice of the Action to the City.

Deliver an executed and acknowledged counterpart original of the Grant
Deed.

Macpherson’s Obligations Following Closing:

Comply with the provisions of paragraph X; provided, however, that
Macpherson shall not be obligated to incur any material costs or expenses of
any kind in providing such further cooperation.

Macpherson shall have no further obligations to the City or E&B, or its or
their respective successors and assigns respecting the Lease, any other leases,
any permits relating to the Project, or the Project itself, or otherwise under this
Agreement following the Closing except as provided in paragraph 4.2(a)
above and paragraph VII respecting cooperation in defense of litigation in
which Macpherson is named as a party.

E & B’s Obligations At Closing:

Accept the assignment from Macpherson identified in paragraph 4.1 (a) above
subject to the releases set forth in paragraph VI hereof by signing the same in
E & B’s capacity as assignee and deliver a fully executed and notarized
counterpart original of said assignment to Macpherson. Said assignment
reserves to Macpherson from E & B and its successors and assigns an
overriding royalty of one and one-half percent (1-/2%) of one hundred percent
(100%) of gross hydrocarbon production, but otherwise determined in the
same manner as royalties are determined and/or calculated under the Lease,
which overriding royalty shall remain in force and effect for so long as E & B



or its successors and assigns produce oil and/or gas from beneath the City
under the Lease, or any continuation, extension, amendment, restatement or
replacement of the Lease.

b. Deliver to the Closing (i) this executed Agreement to each of the other Parties,
and (ii) deliver to Macpherson by wire transfer in accordance with wire
transfer instructions provided by Macpherson at least one business day in
advance of the Closing, in immediately available funds, the lump sum of
Thirty Million Dollars ($30,000,000) as the Settlement Payment.

¢. Included within the Settlement Payment is an advance by E & B on behalf of
City in the sum of Seventeen Million Five Hundred Thousand Dollars
($17,500,000), which amount represents the City’s contribution towards the
Settlement Payment and constitutes the E & B Loan. The E & B Loan shall
be repaid in full or partially forgiven by E & B or its successors and assigns as
provided in paragraphs 4.4 (b) and 4.6(b) and (c) below.

4.4 E & B’s Obligations Following Closing:

a. Reimburse City for the cost of preparation of an environmental impact
report or supplemental environmental impact report (“EIR”) pursuant to the
California Environmental Quality Act (“CEQA”) based on a Project
description provided by E & B, should such an EIR be prepared and the cost
of conducting a special election (not to exceed $50,000.00) as provided in
paragraph 4.6(a).

b. Upon issuance by the City of the drilling permit for the Project, or in the
event the City cannot issue the drilling permit as the sole result of action or
inaction undertaken by and under the control of E&B (including without
limitation the failure of the California Coastal Commission to issue a coastal
development permit as a result of any refusal or failure by E&B to accept any
condition or conditions that may be imposed by the California Coastal
Commission in connection with the issuance of that permit), immediately
thereafter forgive Fourteen Million Dollars ($14,000,000) of the E & B Loan.

¢. Upon receipt of all required approvals and permits respecting the Project
from State and regional regulatory agencies, deliver to City a complete
application for a drilling permit for the Project that satisfies the requirements
set forth in the CUP, the City’s Municipal Code, conditions imposed by other
regulatory agencies, and CEQA-related mitigation measures, and bear the
cost of satisfying the CEQA-related mitigation measures and the cost of
satisfying reasonably required conditions of the drilling permit and other
regulatory agencies.

d. Comply with the provisions of paragraph X and the provisions of
paragraph VIIL



4.5

4.6

City’s Obligations At Closing:

a. Deliver to the closing this executed Agreement to each of the other
Parties.

b. Deliver to Macpherson at the Closing the fully executed and notarized
Grant Deed in favor of Macpherson.

c. Deliver to the Closing the fully executed and acknowledged consent to the
assignment by Macpherson to E & B of the Lease and any permits issued
by the City respecting the Project, including, without limitation the CUP
which is included in the assignment from Macpherson to E & B
counterpart originals of which consent shall be delivered to E & B and to
Macpherson.

City’s Obligations Following Closing:

a. Place on the ballot at a special municipal election in a manner that
comports with all applicable law within six (6) months of a request to do so by
E & B or as soon thereafter as is permitted by the California Elections Code a
ballot measure that asks the electorate whether to approve a single ordinance
that: (i amends the Hermosa Beach Municipal Code to allow the Project to
proceed at the City maintenance yard located as described in Exhibit A to the
Lease; and (ii) approves a development agreement that would afford E & Ba -
vested right to proceed with the Project notwithstanding any future
inconsistent change in the City’s Municipal Code.

b. In the event of approval by the electorate of the Ballot Measure: (i)
support E & B’s applications for all relevant approvals for the Project from
State and regional regulatory agencies, (ii) upon E & B’s receipt of all
required approvals and permits from State and regional regulatory agencies,
process in good faith and with due diligence issue drilling and well permits for
the Project upon satisfaction by E & B of the requirements set forth in the
CUP, the City’s Municipal Code and CEQA-related mitigation measures, (iii)
vacate and make the City maintenance yard available for the construction of
the Project as, when and in the manner and subject to the conditions provided
for in the Lease and (iv) repay Three Million Five Hundred Thousand Dollars
($3,500,000) of the E & B Loan through a deduction from royalties otherwise
due to the City equal to one and one half percent (1.5%) of the gross proceeds
from the sale of hydrocarbons from the Lease until the $3.5 million has been
paid; provided, however, in the event the Project does not otherwise result in
royalties to City sufficient to repay $3.5 million of the E & B Loan, City shall



repay $3.5 million of the E & B Loan in a lump sum within ninety (90) days
of written notice from E & B.

c. Notwithstanding anything to the contrary contained in this Agreement, in
the event of (i) failure of the Ballot Measure, or (ii) following approval by the
electorate of the Ballot Measure, failure of the City to issue a drilling permit
for any reasons other than an action or inaction undertaken solely by and
under the control of E&B (including without limitation the failure of the
California Coastal Commission to issue a coastal development permit as a
result of any refusal or failure by E&B to accept any condition or conditions
that may be imposed by the California Coastal Commission in connection
with the issuance of that permit), the City shall repay to E & B the full amount
of the E & B Loan on commercially reasonable terms to be mutually agreed
by the City and E & B.

d. Grant as reasonably required by E & B all necessary rights of way,
easements, franchises and other rights as necessary for subsurface pipelines
and other facilities and appurtenances in order for E & B to drill for, produce,
market, transport and sell all oil and gas produced from the subject lease(s).

e. Comply with the provisions of paragraph X and the provisions of
paragraph VII.

V. Limitation of Remedies.

5.1  Should the Ballot Measure fail, Macpherson shall have no recourse against
City, except for those obligations that arise from the Grant Deed.

5.2 Should the Ballot Measure fail, E & B shall have no recourse against City
aside from enforcement of City’s repayment of the E & B Loan.

5.3 Except for City’s obligations under the Grant Deed and its obligation to
repay or partially repay the E & B loan as provided in paragraph 4.6(c) or paragraph 4.6(b)(iv),
as the case may be, in the event of failure of the City to perform its obligations under paragraphs
4.6(a) and (b) and 8.2 (but only to the extent resulting from a court order compelling the City
conduct constituting such failure of performance) E & B and Macpherson’s sole recourse against
City shall be an action for specific performance of this Agreement, declaratory relief and/or
mandamus, including, without limitation, any potential injunctive relief or other non-monetary
orders as may be issued in such action. In return for this agreed limitation, the City
acknowledges and agrees that specific performance and injunctive relief are appropriate
remedies and the City hereby waives any and all claims it has or may have to assert that these
remedies are unavailable remedies for breach of this Agreement for any reason or reasons,
including without limitation that E&B and/or Macpherson have other adequate legal remedies.
Except as provided above, in no event shall City be liable in monetary damages, and Macpherson
and E & B hereby covenant not to sue City for monetary damages under any theory for failure to
perform the City’s obligations under paragraphs 4.6(a) and (b) and 8.2 (but only to the extent
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resulting from an order of court compelling the City conduct constituting such failure of
performance) of this Agreement. It is understood, acknowledged and agreed by the Parties that
City would not have entered into this Agreement but for this covenant that it cannot be held
liable to Macpherson or E & B in monetary damages for breach of the City’s obligations under
paragraphs 4.6(a) and (b) and 8.2 for any reason and under any theory, except as provided in the
Grant Deed and except for City’s obligations herein to repay the E & B Loan. Nothing in this
paragraph 5.3 shall be construed to prevent Macpherson or E & B from asserting any defense or
offset against the City in the event the City should assert any claim under this Agreement against
Macpherson and/or E & B. For avoidance of doubt, the provisions of this paragraph 5.3
precluding recovery of monetary damages against the City are inapplicable to any claim for the
recovery of attorneys fees in connection with an action for specific performance, declaratory
relief or mandamus under the attorneys fees provision of paragraph XIII below.

5.4  The parties recognize that (i) Macpherson is materially changing its legal
position and rights and property holdings in reliance upon the final and binding effect of this
Agreement, and (ii) any rescission of this Agreement would be a wholly inadequate remedy for
Macpherson because rescission cannot possibly return to Macpherson the legal position and
rights it held prior to the consummation of this Agreement. Therefore as material inducement to
Macpherson, and not withstanding any provision of this Agreement to the contrary, in no event
shall Macpherson be obligated to rescind or return the Settlement Payment, the real property
interest in the form of the royalty granted to Macpherson by the City as provided in paragraph
4.5(b) herein, or the overriding royalty in favor of Macpherson reserved in the assignment by
Macpherson to E & B as provided in paragraphs 4.1(a) and 4.3(a) herein. Conversely,
Macpherson's claims against the City that are settled and released by this Agreement shall not be
revived in whole or in part in any respect whatsoever, and E & B shall retain all rights and
interests conveyed by Macpherson to E & B in the assignment provided for in paragraphs 4.1(a)
and 4.3(a) herein. Any and all other effects or consequences of a rescission or other
determination of invalidity of this Agreement for any reason are matters that shall be resolved
solely between the City and E & B. However, in such event, in no event shall City be liable in
monetary damages under any theory whatsoever, and Macpherson and E & B hereby covenant
not to sue City for monetary damages under any theory in the event of a final and nonappealable
court judgment invalidating this Agreement. In such event, the Parties shall endeavor pursuant
to the provisions of Paragraph X to cure any such invalidity and reform this Agreement so as to
effectuate the intent of the Parties; should that effort fail for any reason, City shall repay the E &
B loan as provided in paragraph 4.6(c).

VI Mutual Releases.

6.1  Effective upon the successful completion of the Closing in accordance with the
conditions described in paragraph 3.3: (i) the Parties hereby fully and finally waive, release, and
permanently discharge each other (and their respective partners, officers, employees, agents,
representatives and attorneys) (the “Releasees™), from any and all past, present, or future matters,
claims, demands, obligations, liens, actions or causes of action, suits in law or equity, or claims
for damages or injuries, whether known or unknown, which they now own, hold or claim to have
or at any time heretofore have owned, held or claimed to have held against each other by reason
of any matter or thing alleged or referred to, or in any way connected with, arising out of or in
any way relating to any of the matters, acts, events or occurrences alleged or referred to in any of
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the pleadings filed in the Action, and (ii) the City hereby fully and finally waives, releases, and
permanently discharges Macpherson (and its respective partners, officers, employees, agents,
representatives and attorneys) (the “Releasees”) from any claims arising under the Lease, any
continuation, extension, amendment, restatement or replacement of the Lease, or any permits
respecting the Project that may arise post-Closing and will look solely to E & B and its permitted
successors and assigns for performance of the Lease, any continuation, extension, amendment,
restatement or replacement of the Lease, or any permits respecting the Project (all of which are
collectively the “Released Claims”). In connection with the release of the Released Claims, the
Parties waive any and all rights that they may have under the provisions of section 1542 of the
California Civil Code, which states as follows:

A general release does not extend to claims which the creditor does not
know or suspect to exist in his or her favor at the time of executing the
release, which if known by him or her must have materially affected his
or her settlement with the debtor.

In the event that any waiver of the provisions of Section 1542 of the California Code provided
for in this Agreement shall be judicially determined to be invalid, voidable or unenforceable, for
any reason, such waiver to that extent shall be severable from the remaining provisions of this
Agreement, and the invalidity, voidability or unenforceability of the waiver shall not affect the
validity, effect, enforceability or interpretation of the remaining provisions of this Agreement.

6.2  The Parties understand and acknowledge that the foregoing release in
paragraph 6.1(i) extends to any claims or damages, without limitation, arising out of the
Released Claims that may exist on the date of the Closing, and the foregoing release in paragraph
6.1(ii) extends to any claims or damages, without limitation, arising out of the Released Claims
that may arise on or following the Closing, but which the Parties do not know to exist, which, if
known, would have materially affected their decision to execute this Agreement, regardless of
whether their lack of knowledge is a result of ignorancé, oversight, error, negligence or any other
cause.

6.3.  Each Party acknowledges and agrees that this Agreement is a compromise
and settlement of their disputes and differences, and is not an admission of liability or
wrongdoing by any Party.

6.4. Except as may be provided in this Agreement, each of the Parties waives
any and all claims for the recovery of any costs, expenses, or fees, including attorney fees,
associated with the matters and claims released in this Agreement.

6.5. Each Party understands and acknowledges that upon the successful
completion of Closing in accordance with the conditions described in paragraph 3.3 this
Agreement will terminate the Action and any and all claims arising thereunder or resulting
therefrom, and this Agreement and the promises and actions provided for in this Agreement are
in full accord, satisfaction, and discharge of any and all claims for compensation of any kind that
Macpherson and E & B may have related to the Action.
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VII. Defense of Litigation.

In the event that one or more lawsuits are filed challenging this Agreement and/or the
actions implementing or contemplated by this Agreement, the Parties (to the extent named as
parties defendant in the lawsuit) will cooperate in good faith in the defense of the litigation and
shall initially bear their respective attorneys fees and costs. With the exception of a lawsuit
challenging the approval of this Agreement itself, should the Ballot Measure described in
paragraph 4.6(a) pass, E & B shall indemnify the City for all attorneys fees and costs incurred by
City in the defense of litigation encompassed by this paragraph and also, for any attorney fees
and costs awarded to a plaintiff against City, if any, in such litigation.

VIII. Representations and Warranties.

8.1 Representations and Warranties Exclusive to Macpherson and E & B:

Macpherson and E & B hereby represent and warrant to the City as of the date of
Closing, as follows:

a. They have not heretofore assigned or transferred, or purported to
assign or transfer, to any party not named herein any Released Claim, or any part or portion
thereof.

b. To Macpherson and E & B’s knowledge, there are no legal actions,
suits or similar proceedings pending and served, or threatened in writing against them that would
adversely affect their ability to consummate the transactions contemplated in this Agreement. To
the best of their knowledge, Macpherson and E & B are not aware of any existing claims nor of
any facts that might give rise to any claims of any type or nature against the City pertaining to
the Action, whether asserted or not, that have not been fully released and discharged by the
release set forth in this Agreement.

c. They acknowledge that the Stinnett Well has been plugged and
abandoned and agree that City’s inability to convey the Stinnett Well to E & B shall not
constitute a breach of this Agreement or the Lease.

8.2 Representations And Warranties Exclusive to the City:

City hereby represents and warrants to Macpherson and E & B as of the date of
the Closing as follows:

a. It has not heretofore assigned or transferred, or purported to assign or
transfer, to any party not named herein any Released Claim or any part or portion thereof.

b. To the City’s knowledge, there are no legal actions, suits or similar
proceedings pending and served, or threatened in writing against it that would adversely affect
the City’s ability to consummate the transactions contemplated in this Agreement. To the best of
its knowledge, the City is not aware of any existing claims nor of any facts that might give rise to
any claims of any type or nature against Macpherson pertaining to the Action, whether asserted
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IX. Interpretation.

9.1.  All Parties have cooperated in the drafting and preparation of this
Agreement and in any construction or interpretation to be made of this Agreement, the same
shall not be construed against any one Party. This Agreement is the product of bargained for and
arms length negotiations between the Parties and their counsel. This Agreement is the joint
product of the Parties.

9.2. This Agreement and the Confidentiality Agreement discussed in
Paragraphs 3.2 and 3.3 are an integrated contract and sets forth the entire agreement between the
Parties hereto with respect to the subject matter contained herein. All agreements, covenants,
representations and warranties, express or implied, oral or written, of the Parties hereto with
regard to such subject matter are contained in this Agreement. No other agreements, covenants,
representations or warranties, express or implied, oral or written, have been made or relied on by
any party hereto.

9.3  This Agreement may not be changed, modified or amended except by
written instrument specifying that it amends this Agreement and signed by the Party against
whom the enforcement of any waiver, change, modification, extension or discharge is sought.
No waiver of any provision of this Agreement shall be deemed or shall constitute a waiver of any
other provision whether or not similar, nor shall any waiver be deemed a continuing waiver; and
no waiver shall be implied from delay or be binding unless executed in writing by the Party
making the waiver.

9.4. All of the covenants, releases and other provisions herein contained in
favor of the persons and entities released are made for the express benefit of each and all of the
said persons and entities, each of which has the right to enforce such provisions.

9.5. This Agreement shall be binding upon and inure to the benefit of each of
the Parties, and their respective representatives, partners, officers, employees, agents, heirs,

devisees, successors and assigns.

X. Further Cooperation.

Each party shall perform any further acts and execute and deliver any further documents
that may be reasonably necessary or appropriate to carry out the provisions and intent of this
Agreement. Except as expressly stated otherwise in this Agreement, actions required of the
Parties or any of them will not be unreasonably withheld or delayed, and approval or disapproval
will be given within the time set forth in this Agreement, or, if no time is given, within a
reasonable time. Time will be of the essence of actions required of any of the Parties. To the
extent that City is prevented in any manner from performing its obligations under this Agreement
by causes beyond its control, City shall as soon as reasonably feasible take any and all action and
related steps as are lawful and necessary to overcome such obstacles and accomplish the
purposes of this Agreement as contemplated by the Parties; provided that nothing in this sentence
shall be deemed to constrain the City Council’s exercise of discretion in good faith, and further
provided that such exercise of discretion and good faith of City Council does not materially
affect or alter the rights and/or obligations of the Parties to this Agreement without their express
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written consent. In the event any Party elects to structure the assignment and conveyance of the
Assets as a like-kind exchange under Section 1031 of the Internal Revenue Code of 1986, as
amended, the other Parties agree to cooperate with respect to the like-kind exchange and to
execute all documents, conveyances, and other instruments necessary to effectuate an exchange,
provided that such other Parties shall not be required to bear additional costs or expenses as a
result of such cooperation. However, the cooperating Parties shall not be liable in any manner to
the Party electing Section 1031 treatment if such electing Party is unable to sustain Section 1031
like-kind exchange treatment with respect to the assignment and conveyance of the Assets.

XI.  No Third Party Beneficiaries.

Nothing in this Agreement is intended to benefit any third party or create a third party
beneficiary; provided, however, that the releases provided for in paragraph VI shall be
enforceable by each and all of the Releasees. Except as provided in the immediately preceding
sentence, this Agreement will not be enforceable by any person not a Party to this Agreement, or
their respective representatives, heirs, devisees, successors and assigns.

XII. Enforced Delay (Force Majeure).

12.1  With the exclusion of the obligations of each of the Parties on Closing as
provided above in this Agreement, performance by any Party hereunder shall not be deemed to
be in default where delays or defaults are due to war, insurrection, strikes, walkouts, riots, floods,
earthquakes, fires, acts of terrorism, epidemic, quarantine, casualties, acts of God, litigation,
governmental restrictions imposed or mandated by governmental entities, enactment of
conflicting state or federal laws or regulations (but only if the Party claiming delay complies at
all times with the provisions of this Agreement pertaining to such conflicting laws), or other
similar circumstances beyond the reasonable control of the Parties and which substantially
interferes with the ability of a Party to perform its obligations under this Agreement. For
avoidance of doubt, the City cannot impose its own restrictions respecting performance of this
Agreement and thereby create a condition of force majeure excusing it from performance of its
obligations under this Agreement.

12.2. An extension of time for any such cause (a “Force Majeure Delay™) shall
be for the period of the enforced delay and shall commence to run from the time of the
commencement of the cause, if notice by the Party claiming such extension is sent to the City or
E & B, as applicable, within thirty (30) days of knowledge of the commencement of the cause.
Notwithstanding the foregoing, none of the foregoing events shall constitute a Force Majeure
Delay unless and until the Party claiming such delay and interference delivers the required
written notice describing the event, its cause, when and how such Party obtained knowledge, the
date the event commenced, and the estimated delay resulting therefrom. Any Party claiming a
Force Majeure Delay shall deliver such written notice within thirty (30) days after it obtains
actual knowledge of the event. The time for performance will be extended for such period of
time as the cause of such delay exists but in any event not longer than for such period of time.

12.3  The Parties acknowledge and agree that there have been a number of force

majeure events that have occurred prior to the execution of this Agreement that have suspended
the obligations of the Lessee under the Lease throughout the duration of such events pursuant to
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the force majeure provision (i.e., Section 30) of the Lease. To resolve the Lawsuit, including
disputes respecting the effects of those force majeure events on the rights and obligations set
forth in the Lease, the Parties agree that (i) three hundred forty-five (345) days remain on the
Primary Term set forth in Paragraph 1(c) of the Lease, the remainder of the elapsed time during
the Primary Term having been suspended from running and continues to be suspended due to the
occurrence of force majeure events as provided in Paragraph 1(c) and Section 30 of the Lease,
and (ii) the running of the Primary Term will continue to be suspended under Section 30 of the
Lease following the date of approval by the electorate of the Ballot Measure described in
Paragraph 4.6(c) and for so long thereafter until the date on which all permits required for the
commencement of drilling of the first well are issued provided that the Lessee diligently pursues
but has not yet obtained all such permits (subject to the continuing right to claim additional force
majeure related to any events occurring following approval by the electorate of the Ballot
Measure constituting such an event under the Lease).

XIII. Attorney’s Fees.

In the event of any litigation or arbitration claim concerning any controversy, claim or
dispute between the Parties arising out of or relating to this Agreement or the interpretation or
enforcement thereof, the prevailing Party shall be entitled to recover from the other Party its
expenses and costs, including reasonable attorneys fees, incurred in conjunction therewith or in
the enforcement or collection of any judgment or award rendered therein. The “prevailing party”
means the party determined by the court to have prevailed, even if such Party did not prevail in
all matters, not necessarily the one in whose favor a judgment or award is rendered. Each Party
to this Agreement shall bear its own costs, attorneys’ fees and other expenses incurred in
association with negotiation and execution of this Agreement.

XIV. Governing Law; Venue.

This Agreement shall be governed by, and construed in accordance with, the laws of the
State of California, without regard to any otherwise applicable principles of conflicts of laws.
Any action arising out of this Agreement must be commenced in the state courts of the State of
California, County of Los Angeles, or in the United States District Court for the Central District
of California and each Party hereby consents to the jurisdiction of the above courts in any such
action and to the laying of venue in the State of California, County of Los Angeles, and agrees
that such courts have personal jurisdiction over each of them.

XV. Term.

In the event that City issues a drilling permit to E & B within twenty (20) years of
repayment by the City of the full amount of the E & B loan as referenced in paragraph 4.6(c), E
& B shall reimburse City Fourteen Million Dollars ($14,000,000) (less any portion of which
remains yet unpaid by City) of the E & B Loan.

XVI. Counterparts.

This Agreement may be executed in any number of counterparts, each of which when so
executed shall be deemed to be an original, but such counterparts together shall constitute one
and the same instrument.
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XVII. Notices.

All notices, demands or other communications of any kind required or desired to be given
by the Parties shall be in writing and shall be deemed delivered either (a) forty-eight (48) hours after
depositing the notice, demand or other communication in the United States Mail, certified or
registered, postage prepaid, addressed to the recipient at the addresses set forth below, or (b) immediately
upon receipt during normal business hours or, if received outside of normal business hours, then at the
commencement of normal business hours on the next business day following receipt, if sent by e-mail or
facsimile to the e-mail address or facsimile number set forth for the intended recipient of the notice or
demand below:

To Macpherson: Macpherson Oil Company
2716 Ocean Park Boulevard
Suite 3080
Santa Monica, CA 90405
310-452-3880
310-452-0058 facsimile
Email: Don_Macpherson@macphersonoil.com

ToE & B: E&B Natural Resources Management Corporation
1600 Norris Road
Bakersfield, CA 93308
661-679-1797 facsimile
Email: slayton@ebresources.com

To City: City of Hermosa Beach
City Manager
1315 Valley Drive

Hermosa Beach, CA 90254
310-318-0216
310-372-6186 facsimile

Notice of change of mailing address, e-mail address or facsimile number shall be given
and effective in the same manner and time provided above. Rejection or other refusal to accept or
the inability to deliver because of changed address of which no specific notice was given (provided that
a change is not otherwise actually known to the party attempting notice) shall be deemed to constitute
receipt of the notice, demand or other communication sent.

XVIII. Severability.

Invalidation by judgment or court order or commencement of an action seeking to
invalidate any of the provisions contained in this Agreement, or of the application thereof to any
person, shall in no way affect any of the other provisions hereof or the application thereof to any
other person or circumstance and the same shall remain in full force and effect; in particular, no
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RECORDING REQUESTED BY AND
WHEN RECORDED PLEASE RETURN TO:

Macpherson Oil Company
2716 Ocean Park Boulevard
Suite 3080

Santa Monica, CA 90405

ATTN: Mr. Donald Macpherson

PLEASE MAIL TAX STATEMENTS AND
RELATED MATERIALS TO THE ABOVE.

Same as above.

Space above for Recorder's use only, please.

Special Indexing Request: Recorder
Please Index as “Grantor” both:
Macpherson Oil Company

and Windward Associates

ASSIGNMENT AND BILL OF SALE

[With Reservation of Overriding Royalty]
{Mineral Rights}

The undersigned requests that the amount of documentary transfer tax due in
connection with the recording of this instrument “be shown on a separate piece
of paper to be affixed to the document by the recorder after the permanent
record is made and before the original is returned as specified in
Section 27321 of the Government Code.” Rev. & Tax Code § 11932,

Affects Assessor’s Parcel(s) No. 4187-031-900; 4188-001-901; 4187-001-902; 4183-001-901; 4182-001-900;
4181-037-900; 4181-036-900; 4181-035-900; 4181-034-900; 4169-038-901; 4184-026-900; 4185-001-902; 4187-
023-900; 4187-023-901; 4187-023-902; 4187-023-903; 4188-024-901; 4188-017-902; 4187-018-900: 4187-017-900:
4188-019-907: 4187-024-902: 4183-004-903; 4181-005-900; 4181-005-901; 4182-029-903; 4181-004-901; 4181-
004-900; 4182-030-900; 4182-030-901; 4182-030-902; 4192-030-903; 4181-011-900; 4188-024-900; 4188-026-900;
4188-026-901; 4188-026-902: 4186-018-900: 4186-027-900: 4160-025-902; 4160-025-903: 4160-026-900: 4185-
023-904: 4187-005-902: 4183-002-902; 4183-002-903; 4183-002-901; 4183-002-900: 4183-003-900; 4183-003-901;
4183-003-902; 4183-003-903; 4183-003-904; 4183-013-900: 4187-020-904; 4187-020-907; 4188-026-901; 4187-
020-904; 4187-020-904; 4187-020-903; 4187-020-907; 4187-024-902; 4187-020-905; 4187-020-906; 4186-003-
900; 4185-016-900; 4187-014-900

This Assignment and Bill of Sale is made by and from Macpherson Oil Company, a
California corporation, for itself and Windward Associates, a California Iimited
partnership of which it is the general partner (as “Grantor’) to, and accepted by,
Hermosa Acquisition, LLC, a Delaware limited liability company (as “Grantee’),
effective as of March 2, 2012 (the “Effective Date").

RECITALS

1. In 1984, the voters of the City of Hermosa Beach, County of Los Angeles,
State of California (the “City”) approved two ballot measures excepting contemplated oil
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and gas operations on and from the surface of a City-owned maintenance yard site (the
“City Yard’) and a school site owned by the Hermosa Beach City School District (the
“School Site”) from a then-existing general ban on oil and gas operations within the
incorporated area of the City. Thereafter, the City and the Hermosa Beach City School
District (the “School District’), in their proprietary capacities, as lessors, made and
entered into separate oil and gas leases with Grantor, as lessee, those leases being
more specifically described as:

(a) an oil and gas lease between the City and Grantor, with respect to certain
City-owned lands located landward of the mean high tide line of the Pacific Ocean
within the incorporated area of the City (the “City-owned Uplands”) commonly known
and hereinafter referred to as “Oil and Gas Lease No. 1,” dated October 14, 1986, and
recorded March 26, 1987, as document no. 87 452659, official records of the Los
Angeles County Recorder, amended by instruments dated December 16, 1986,
September 27, 1988 and July 23, 1991, and superseded in its entirety by a subsequent
oil and gas lease between the City and Grantor, with respect to both the City-owned
Uplands and the City-owned tidal and submerged lands located seaward of, and within
one-nautical mile of, the mean high tide line of the Pacific Ocean within the incorporated
area of the City (collectively, the “City-owned Tidelands”) commonly known and
hereinafter referred to as “Oil and Gas Lease No. 2,” dated January 14, 1992, a
memorandum of which was recorded April 9, 1998, as document no. 98 581404, in the
official records of the Los Angeles County Recorder (the “City Lease”); and

(b) a subsurface oil and gas lease between the School District and Grantor,
- dated October 2, 1989, and recorded March 25, 1991, as document no. 91 419501, in
the official records of the Los Angeles County Recorder, as amended by instrument
dated August 10, 1991 (the “School Lease”).

2. The City, in its governmental capacity by City Council Resolution, certified
a final project EIR in 1990, but thereafter by further City Council Resolution, approved
its Conditional Use Permit No. 93-5632, dated August 12, 1993 (the “CUP”") for a
consolidated oil and gas project, confining oil and gas project surface use and
improvement to the City Yard area from which subsurface oil and gas operations were
contemplated to locations throughout the incorporated area of the City, including the
City-owned Uplands and the City-owned Tidelands (the “Project Area”), and an
addenda to the previously certified environmental impact report addressing the
consolidation of surface use and improvement to the City Yard (the -certified
environmental impact report and approved addenda are hereinafter referred to in
aggregate as the “EIR"). The term “Project’ is used hereinafter to refer to and include
activities, improvements and operations involved in the exploration for, production and
removal of oil, gas and other hydrocarbon substances (and substances produced in
association with them) on and from a surface location within the incorporated area of
the City to subsurface locations anywhere within the incorporated area of the City,
including the City-owned Uplands and the City-owned Tidelands.

3. The California State Lands Commission approved the making of the City
Lease, including by its formal action of March 8, 1994, after an earlier June 30, 1992
approval had been set aside by the Superior Court (the “State Lands Approvar’).
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4, Grantor, as lessee, also made and entered into various subsurface oil
and gas leases, of varying dates, with private party lessors, with respect to lands within
the incorporated area of the City (all such leases, existing and hereafter acquired, are
hereinafter collectively referred to as the “Townlot Leases,” the existing Townlot
Leases being more fully described in the attached Exhibit “A;” provided, however, that
the assignment hereinafter of the existing Townlot Leases includes each and all
existing oil and gas lease now held by Grantor from private party lessors with respect to
lands within the incorporated area of the City whether or not described, or correctly
described, in Exhibit “A”).

5. The California Coastal Commission, in its formal hearing of February 4,
1998 approved the Project, and conditionally approved Coastal Development Permit
No. E-96-28 for the Project (the “Coastal Approval’).

6. Grantor has also obtained from the South Coast Air Quality Management
District all “Permits to Construct” necessary for the Project (the “SCAQMD Permits”).

7. In November 1995, the voters of the City enacted “Measure E,” an
initiative measure that banned oil drilling in the City. On December 8, 1998, the City,
by formal action of its City Council, withdrew its support and approval of the Project
based on its determination that the Project, as then constituted, presented an
_unacceptable public safety risk. Thereupon, Grantor filed a cross-complaint for
monetary damages against the City in an already pending action initiated by opponents
of the Project (i.e., Hermosa Beach Stop Oil Coalition, et al. v. City of Herrmosa Beach,
Los Angeles County Superior Court Case No. BC172546, hereinafter referred to as the
“Action”). The California Court of Appeal ruled in the Action both that Measure E
applied to the Project and that its passage entitled Grantor to sue the City for
monetary damages, and thereafter also ruled that the City’s December 1998
determination that the Project, as then constituted, presented an unacceptable public
safety risk might constitute a defense to Grantor's damages claim if the evidence
presented at trial satisfied the limitations upon such a defense set forth by the Court of
Appeal.

8. Grantor and E&B Natural Resources Management Corporation, a
California corporation and an affiliate of the Grantee (“E&B”), along with the City,
have made and entered into that certain “Settlement Agreement and Release” dated as
of March 2, 2011 (the “Settlement Agreement’), which is incorporated fully herein,
reference being made to a separate complete and fully executed duplicate original of
the Settlement Agreement in the hands of each of Grantor and E&B (and of the City)
for further particulars. Among other specific provisions, the Settlement Agreement
provides for: (a) the settlement and dismissal of the Action, and (b) the assignment by
Grantor to Grantee of all of the right, title and interest of Grantor in, to and under the
Lease, the School Lease, any and all Townlot Leases, the CUP and EIR, the State
Lands Approval, the Coastal Approval, and any and all other rights it may have in or
associated with the Project, without any warranty of title, subject to the reservation or
grant to Grantor of an overriding royalty interest of One and One-half Percent of One
Hundred Percent (1-1/2% of 100%) of all oil, gas and other hydrocarbon substances
(and substances produced in association with them) which may be produced in the
course of the Project from the Project Area under the Project Leases (as hereinafter
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defined), or allocated to any of the Project Leases or any part of the Project Area
pursuant to a pooling arrangement, line well agreement, or unitization or
communitization agreement which may be entered into by Grantee. As used herein,
the “Project Leases” means and includes the City Lease, the School Lease and/or
any of the Townlot Leases, as currently framed or hereafter from time to time modified
in any respect, as well as any continuation, extension, renewal, restatement, ratification
or replacement of any of them as may be made, taken or acquired by Grantee, any
successor or assign of Grantee, or any entity in which Grantee or its successor or
assign has an ownership interest or is under common ownership or control with, or
otherwise from the Project Area (i.e., whether or not a specific subsurface point of
“production” at which such substances enter a well bore is located within or outside the
area that is subject to any one or more of such leases, and whether or not a specific
subsurface point of “production” at which such substances enter a well bore is located
within an area subject to any further Townlot Leases, provided only that such
subsurface point of production is located within the Project Area), or allocated to any of
the Project Leases or any part of the Project Area pursuant to a pooling arrangement,
line well agreement, or unitization or communitization agreement which may be entered
into by Grantee, all upon and subject to the terms, provisions and conditions hereinafter
set forth.

Now, therefore, in consideration of the foregoing and of other consideration,
the receipt and adequacy of which are hereby mutually acknowledged by Grantor and
Grantee, upon and subject to the terms and provisions set forth and/or incorporated
herein, and effective as of the Effective Date:

1. Conveyance; Grantee’s Assumption and Agreement to Perform;
Exceptions and Reservations.

1.1 Conveyance: Subject to the exceptions and reservations set forth in
Section 1.3 below, Grantor does hereby sell, assign, transfer and convey to Grantee all
of Grantor’s existing right, title and interest in, to and under the following described and
defined Property, Hydrocarbons, Permits, Project Contracts, and Files and
Records, excluding, however, those which are hereinafter described or included by
reference in Section 1.3, below, as Excepted & Reserved Assets (all of which [i.e., (a)
through (e), immediately below, but subject to the exception and reservation referenced
in the foregoing], are herein collectively referred to as the “Project Assets”); as well as
any and all other rights and interests of Grantor in, to, or under, or specifically and
exclusively associated with, the Project Assets, although the same may be improperly
described in or omitted from the body of this instrument, it being the express mutual
intent of Grantor and Grantee that, except as provided in Section 1.3, below, all of
Grantor's right, title, and interest in the Project Assets, be hereby conveyed to
Grantee hereunder; the Project Assets (subject to the exception and reservation
referenced in the foregoing) being defined and described as follows:

(@) The City Lease, the School Lease, each of the existing Townlot Leases,
and any and all other oail, gas, or mineral leases, and interests in rights to
explore for and produce oil, gas, or other minerals, including but not
limited to working interests, carried working interests, net revenue
interests, rights of assignment and reassignment, reversionary interests,
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(b)

()

(d)

(e)

1.2
benefit of the City, with respect to the City Lease, and for the benefit of the School
District, with respect to the School Lease, and for the benefit of each and all of the
several respective lessors under each of the existing Townlot Leases, and for the
benefit of Grantor, as to each and all of the City Lease, the School Lease, and the

back-in interests, production payments, and royalty interests of any kind or
description (each and all of which are hereinafter collectively referred to as
the “Property”);

All of Grantor’s right, title, and interest in and to any and all oil, gas and
other hydrocarbon substances (and substances produced in association
with them) within or which may be produced from the Project Area (each
and all of which are hereinafter collectively referred to as the
“Hydrocarbons”);

The EIR, CUP, State Lands Approval, Coastal Approval, SCAQMD
Permits and any and all other franchises, licenses, permits, approvals,
consents, orders, and decisions of regulatory agents or authorities, and
certificates and other authorizations and other rights granted by
governmental agents or authorities, that relate specifically and exclusively
to the Project, the Property, or the Hydrocarbons, or to the ownership or
operation of any thereof (collectively the “Permits”);

All contracts, permits, road use agreements, rights-of-way, easements,
licenses, servitudes, operating agreements, and any other agreements
which relate specifically and exclusively to any of the Property, the
Hydrocarbons and the Permits, or the ownership or operation of any
thereof, or the production, treatment, sale, storage or disposal of the
Hydrocarbons, together with all rights, obligations, privileges, and
benefits of Grantor thereunder arising on or after the Effective Date
(collectively the “Project Contracts”); and

Originals, insofar as in the possession or under the control of Grantor or
its affiliates, and, if not the file copies in the possession or under the
control of Grantor, of all of the files, records, information and materials
relating specifically and exclusively to the Property, Hydrocarbons,
Permits, and Project Contracts, insofar as Grantor is not prohibited from
transferring the same to Grantee by law or agreement with any third party
including, without limitation, (i) lease, land and title records (including
abstracts of title, title opinions, certificates of title, title curative documents,
division orders, and division order files), the Project Contracts,
geophysical, geological, engineering and other technical data, if any,
relating to specifically and exclusively to the Project, the Property or the
Hydrocarbons, and environmental files and records (collectively the
“Files and Records”), provided, however, that a set of copies of any or all
such Files and Records may be made and maintained by Grantor at its
sole option and cost), subject to ongoing confidentiality requirements
under the Settlement Agreement to the extent such requirements apply to
such information.

Grantee’s Assumption and Agreement to Perform; Indemnity. For the
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existing Townlot Leases, Grantee hereby assumes and agrees fully and timely to
perform each and all of the obligations provided to be performed on the part of the
lessee under each and all of the City Lease, the School Lease, and the existing
Townlot Leases with the same force and effect as if Grantee had been the original
signatory lessee named in each of them. Grantee agrees to promptly satisfy all of the
requirements of each and all of the City Lease, the School Lease, and the existing
Townlot Leases, for making the within assignment to Grantee effective, including
without limitation the provisions of Section 24.a of the City Lease. Grantee agrees to
indemnify Grantor and to hold Grantor, Grantor’s City Royalty and Grantor’s Share
of Royalty Substances, harmless from and against any and all claims, demands, liens,
damages, loss or liability that may arise out of, or be asserted by a third party to arise
out of (a) any failure on the part of Grantee to perform the obligations which it has
assumed and agreed to perform in this Section 1.2, or out of any act, (b) any negligent
or otherwise wrongful omission, on the part of Grantee or any person acting by, through
or under Grantee, or at its direction or on its behalf, either in the exercise of its rights
and the discharge of its obligations under any of the City Lease, the School Lease or
any Townlot Lease or otherwise in the course of its carrying out the Project, or (c) the
doing of any labor or the furnishing of any materials or supplies to any of Grantee, or to
persons acting for the benefit or at the direction of Grantee.

1.3. Excepted & Reserved Assets (including Grantor’s City Royalty and
Grantor’'s Reserved ORRI). Provided, however, that there are specifically excepted
from this conveyance and reserved to Grantor, the following (i.e., (a) through (j),
inclusive), which are herein referred to as the “Excepted & Reserved Assets:”

(a) Grantor's legal opinions or analyses, and information protected by
attorney-client privilege;

(b) All corporate, financial, and tax records of Grantor; however, Grantee
shall be entitled to receive copies only of any financial and tax records
owned by or under the control of Grantor and which specifically and
exclusively relate to the Project Assets (i.e., as defined and determined
without reference to this Section 1.3(b)), or which are beneficial and/or
necessary for Grantee's effective ownership, administration, or operation
of the Project Assets; '

(c) All rights, titles, claims and interests of Grantor related to the Project
‘Assets (i.e., as defined and determined without reference to this Section
1.3(c)), for any time prior to the Effective Date under any policy or
agreement for insurance, under any bond, or to any insurance or
condemnation proceeds or awards;

(d) Claims of Grantor for refund of or loss carry forwards with respect to, and
any liability for, (i) any taxes or other assessments against or attributable
to the Project Assets (i.e., as defined and determined without reference
to this Section 1.3(d)), for any time prior to the Effective Date, and
(ii) income or franchise taxes attributable to the Project Assets (i.e., as
defined and determined without reference to this Section 1.3(d)), for any
time prior to the Effective Date;
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(€)

(f)

(9)

(h)

(i)

(),

All amounts due or payable to Grantor as adjustments or refunds under
any contracts or agreements affecting the Project Assets (i.e., as defined
and determined without reference to this Section 1.3(e)), for all times prior
to the Effective Date;

All amounts due or payable to Grantor as adjustments to insurance
premiums related to the Project Assets (i.e., as defined and determined
without reference to this Section 1.3(f)), for all times prior to the Effective
Date;

All monies, proceeds, benefits, receipts, credits, income or revenues (and
any security or other deposits made) attributable to the Project Assets
(i.e., as defined and determined without reference to this Section 1.3(g)),
prior to the Effective Date;

All of Grantor's patents, trade secrets, copyrights, names, marks and
logos;

That separate Three and One-Third Percent of One Hundred Percent (3-
1/3% of 100%) royalty granted by the City to Grantor under the terms of
the Settlement Agreement and contained in the Municipal Corporation
Grant Deed attached as Exhibit A thereto (“Grantor’s City Royalty”); and

An overriding royalty interest, excepted herefrom and reserved to
Grantor, of One and One-half Percent of One Hundred Percent (1-1/2%
of 100%), hereinafter referred to as “Grantor’s Share,” of all oil, gas and
other hydrocarbon substances, and substances produced in association
with any of them (the “Royalty Substances”) which may be produced and
in the course of the Project under any of the Project Leases or otherwise
from the Project Area (i.e., whether or not a specific subsurface point of
production is located within or outside the area that is subject to any one
or more of the Project Leases, provided only that such subsurface point
of production is located within the Project Area), or allocated thereto
pursuant to a pooling arrangement, line well agreement, or unitization or
communitization agreement which may be entered into by Grantee, all
upon and subject to the terms, provisions and conditions of Section 1.4,
below (“Grantor's Reserved ORRI'). |f Grantee, its successor or assign,
shall hereafter in the course of the Project at any time or from time to time
acquire any further oil and gas rights interest, whether fee or lease or
otherwise, or any other right, title or interest in or to any land then
remaining subject to any of the Project Leases, or otherwise within the
Project Area (and as often as the same shall occur), and if in the exercise
of such right, title or interest Grantee, its successor or assign, shalil
produce any of the Royalty Substances from the subsurface of the
Project Area (i.e., whether or not such right, title and interest and/or such
production also extends beyond the Project Area), then insofar as
concerns the rights and obligations of Grantee and Grantor hereunder
Grantor’'s Reserved ORRI hereunder shall nevertheless continue to
apply fully to all of the production of Royalty Substances thus obtained
by Grantee, its successor or assign, to the end that Grantor shall in any
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Agreement. Without limiting the generality of the foregoing, whenever either:
(a) Grantee shall be reasonably concerned either that the provisions of this instrument
may be ineffective for any reason to effectively and unambiguously vest in Grantee the
ownership of the Project Assets or that Grantee’s right, titte and interest as
contemplated hereunder may be in any respect not adequately perfected in the official
records of the Los Angeles County Recorder, or (b) Grantor shall be reasonably
concerned either that the provisions of this conveyance may be ineffective for any
reason to create in Grantor the ownership of Grantor’'s Share of Royalty Substances
or that Grantor's right, title and interest as contemplated hereunder may be in any
respect not adequately perfected in the official records of the Los Angeles County
Recorder, and (c) in any such event, whether or not any express claim or formal judicial
determination shall have been made on any of those subjects, then, in any such event,
(i) Grantee covenants and agrees at the request of Grantor to execute and deliver to
Grantor in recordable form such further conveyance or other instrument, drawn and
provided by Grantor, as may be necessary to vest in Grantor marketable title to
Grantor's Share of Royalty Substances, upon and subject to all of the terms and
provisions of this instrument, and (ii) Grantor covenants and agrees at the request of
Grantee to execute and deliver to Grantee in recordable form such further conveyance
or other instrument, drawn and provided by Grantee, as may be necessary to vest in
Grantee marketable title to the Project Assets, upon and subject to all of the terms and
provisions of this instrument.

4. Project Assets Conveyed “As Is” and “Where Is.”

THE PROJECT ASSETS ARE CONVEYED BY GRANTOR TO
GRANTEE “AS-/S” AND “WHERE-IS" AND GRANTEE ASSUMES THE RISK
OF DESCRIPTION, TITLE AND CONDITION OF THE PROJECT ASSETS
AND SHALL SATISFY ITSELF WITH RESPECT THERETO. WITHOUT
LIMITING THE GENERALITY OF THE FOREGOING, THE FILES AND
RECORDS ARE TRANSFERRED WITHOUT WARRANTY OR
REPRESENTATION AS TO ACCURACY OR COMPLETENESS, OR AS TO
ANY OTHER SUBJECT, AND IN NO EVENT SHALL GRANTOR HAVE ANY
LIABILITY WHATSOEVER WITH RESPECT TO THE USE OF OR
RELIANCE UPON ANY OF THE FILES AND RECORDS BY GRANTEE OR
BY ANY PERSON ACTING BY, THROUGH OR UNDER GRANTEE.

5. Notices. All notices, demands or other communications of any kind required
or desired to be given by Grantor or Grantee, respectively, hereunder shall be in writing and
shall be deemed delivered either (a) forty-eight (48) hours after depositing the notice,
demand or other communication in the United States Mail, certified or registered, postage
prepaid, addressed to Grantee or Grantor, respectively, at the addresses set forth below, or
(b) immediately upon receipt during normal business hours or, if received outside of normal
business hours, then at the commencement of normal business hours on the next business
day following receipt, if sent by e-mail or facsimile to the e-mail address or facsimile number set
forth for the intended recipient of the notice or demand below:
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To Grantor: Macpherson Oil Company
2716 Ocean Park Boulevard
Suite 3080
Santa Monica, CA 90405
310-452-3880 ~
310-452-0058 [facsimile no.]
Email: Don_Macpherson@macphersonoil.com

To Grantee: Hermosa Acquisition, LLC
In Care of:
E&B Natural Resources Management Corporation
1600 Norris Road
Bakersfield, CA 93
661-679-1797 facsimile
Email: slayton@ebresources.com

Notice of change of mailing address, e-mail address or facsimile number shall
be given and effective in the same manner and time provided above. Rejection or other
refusal to accept or the inability to deliver because of changed address of which no specific
notice was given (provided that a change is not otherwise actually known to the party
attempting notice) shall be deemed to constitute receipt of the notice, demand or other
communication sent.

6. Entire Agreement; Amendment; Severability. The terms and provisions
expressly set forth and expressly incorporated into this instrument constitute the entire
agreement and understanding between the parties concerning its subject matter, and
any and all prior oral and written statements, representations and commitments
between the parties with respect to that subject are merged into and superseded by this
written instrument. This instrument shall not be amended except by a writing signed by
the parties hereto, or their respective interested successors and assigns. If any term or
provision of this instrument shall, to any extent, be determined by a Court of competent
jurisdiction to be invalid or unenforceable, the remainder of this instrument shall not be
affected thereby, and each term and provision of this instrument shall be valid and be
enforceable to the fullest extent permitted by law.

7. Successors and Assigns; Third Parties. The rights and obligations
provided in this instrument shall extend to the benefit of and burden the original parties
and their respective successors and assigns. Other than with respect to the successors
and assigns of the parties, and except the contemplated benefit to the City, School
District, and other lessors under the provisions of Section 1.2, above, the provisions of
this conveyance are not intended to confer any rights or create any obligations in favor
of or against any third party.

‘8. Attorney Fees. The prevailing party in any legal action concerning the
interpretation, application or enforcement of this instrument shall be entitled to recover
its attorney fees and costs actually and reasonably incurred in connection with that legal
action, including those incurred in connection with any appellate proceedings involved in
such legal action, in addition to all such other relief to which it is otherwise entitled.
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EXHIBIT “A”
to

Assignment and Bill of Sale by and from Macpherson Oil Company, a
California corporation, for itself and Windward Associates, a California
limited partnership, to Hermosa Acquisition, LLC, a _Delaware limited
liability company, effective as of March 2 , 2012

Schedule of Townlot Leases

This page intentionally blank below this line. The substance of this exhibit follows.
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EXHIBIT “A”

SCHEDULE OF TOWNLOT LEASES

Recording Recording
Lessor Lessee Date Information
Dennis A. Sowers, Macpherson Qil | 11/13/1984 84-1350148
et al. Company
Adela M. Gay, Macpherson Qil 11/27/1984 84-1397014
Trustee of the Adela | Company
M. Gay Trust, et al.
Richard P. Haskins, | Macpherson Oil 12/04/1984 84-1425790
et al. Company
Mortgage Mart, Inc., | Macpherson Qil 01/22/1985 85-73730
et al. Company
Richard L. Ruffell, Macpherson Qil 02/04/1985 85-135687
et al. Company
Junior A. Judd, et al. | Macpherson Qil 02/15/1985 85-184576
Company
Kenneth R. Brown, Macpherson Oil 03/01/1985 85-235388
et al. Company
James R. Klatt, et al. | Macpherson Oil 03/20/1985 85-307284
Company
Roy M. Knox, et al. Macpherson Oil 04/01/1985 85-354663
Company
Bernard Subkoski, Macpherson Qil 04/16/1985 85-426373
et al. Company
Russell C. Salinger, | Macpherson Oil 07/29/1985 85-869425
et al. Company
Steve S. Triantis, Macpherson Ol 07/29/1985 85-869426
et al. Company
David G. Nickel, Macpherson Qil 08/19/1985 85-956365
et al. Company
Charles F. Brown, Macpherson QOil 01/10/1986 86-038437
et al. Company
Kathleen G. Briggs, | Macpherson Oil 01/21/1988 88-88027
et al. Company
Margaret V. Woolley | Macpherson Oil 05/27/1988 88-845692
Company
Helena C. Scanlon, | Macpherson Oil 08/10/1989 89-1289800
etc., et al. Company
Mary E. Keeler, Macpherson Qil 09/15/1989 89-1492729
et al. Company
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