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~• . . IOLSA SURFACE USE AGREEMENT 
.. • #, • 

""''- • 1' . ,.., -;,:.;.ot• ,• ' I • '' 

TdiS .\GREE.."!ENT made and entered 1n~o u of the 2nd 

'da~ of September, 1':171, by and between SIGNAL BOLSA CORPORATION 

(Bolsa), a California corporation, and SIGNAL OIL AND GAS CO.~ANY 

(Oil), a· Delaware corporation, 

.\i. 1 ! ·l! j, §.. §.. ! ~ .H: 

T"rlAT WHEREAS Bolsa is the owner of certai,n fee interests 

in the' surface and the subsurface in and .. uooer certain lands 

situate at D~lsa Bay, Orange County, California, wpich int~r.·F;.: 

and lams are ~ore particul~rly de.ecribed in th.t certain 1~.~·~1:.:-:!.:i. 
',~-;.: .•• :lf(~! i• t .. ;..~ 

dated July 17, li.llu .• . irc:tD Sig~l Properc:ie•, Inc. as Grantor;· ·· : · .. -•. •. 

to .Bolsa, as Grantee, re'corded the 24th day of July, 1970, iti 

3ook ~353, page 737, in the Official Records of Orapge County 

(Bolsa LBnds); and 

WHEREAS, Oil is the ~ssea under the follcwin9 oil and 

.:.<as leases·: 

l. Lea!le dated June 12, U4i.J, recorded Decetnber 12, l:'ll,l, 

in .ilook. 1120, · Page 435, Officia~ . Record~:; of Orange County, Ca lit.;. 

orni•1 ; ,._ thilriaf~ 8menJed (North Leal!le) ; and 
.. ;~~;:··) . . . . . 
r·. ·_';· 2., ou· .. ~ Cas Lease dated December 1, U4J, recorded 

Febry~ry 11, 1944, in fiook 1238, Pa&e lJS, Official ~cords of. 

Orange· Co~nty, Ca.li::ornia, as thereafter amended (Souto Lea~e); and ·. 

\y'illiRF.A;;, t.he Dolsa Lands and the Nor.th Lealie and the 

·South Leas·e' are gc~rally described on the plat attached nereto 

B!! Exhibit "A"; and 

Wi:!ERRAS, Oil is the or_.1ner of all welb (except agricultura~ 

l.>ater ·wells and .related facilities) 'and oil ;!nd gae fscilitiel!l 

lor-.<~t:P.(i oo. tbP. Bola,~~ · r .. :mclA; '"')1'"-"'e)t. t:he wfi!lJR A"" nil .a~ g:aR 

facilities located on the portion of the Bolas Lands leased .bY 

Standard Oil Corapa'ny; and 
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' ·· · ~. Bolsa desires to provide for the location, 

relocation ·and/ o~ ·~oval oi the wells and oil and ~~s faci li-

t-ies of Oil noW or hereafter· loc3ted · on the .Bolsa L.ancls so as 

to permit and encoura'ge the use of ti1e Bolsa Lands for reu l 

estate development pur.poses; 

N~~. ~iEREFORE, in consideration of ten dollars (~lv) 

paid by Bolsa to Oil and the pre:nises and ·nu.tual covenants and 

~gree:nent~ contained herein, it is hereby agreed as f6tlet.~s: 

l. Oil hereby surrenders· and quitcl.ailllB unto Bolsa the 

surface, and also the subsurface e:ctending downward t:o a depth .. . 
0 . • • • 0 • • ; .. ~, .. . , .,;. 

of five hu~red feet <Suu') be.low the · surfa~e, of the Bolu·.' · ·:;:~./·~ .. ··;·: 
. . .:· 

Lands, excepting and reserving, however, fraD the operation of 

this paragraph those portions and parcels oi the surface or the 

Surface and the Gti}::~Bu::face Of the _ao~Pa l.snds aS more particularly 
I 

-icscribed in the ::teservstion Schedule attached hereto ·as Exhibit 

'
1.3 11

; but ouly for oil ~md gas drillini; and production operations; 

also e:cc:epti~ and reserving the .ri:zilt t:> use tbe · existin.~ roadfl 

!in.:l hi611W.!!ys, both public and private, :o:: t~1e . purpose of access 

t~ an~ from. all wells and oil and £~S £acilitiee, subject, 

!1owever, to the right oi. .Bobs to ::Jt;betitute therdor a dedicated 

read or roeda at any ti~ or fr~~ t~ to ti~; oleo exceptin~ 

::~nJ reserving the. ri&ht t.o use the. pipelines and .pole lines t1le1·eon 

or therein,. subJect, bowever,' Lo tile ri1]ht of Bolsa t;o relocate ony 

part· thereof frOJU ti i:e to ti:.;!e t.:nder par.:~graph 7 l1ereof'. 

2, !h~ parties hereto a~ree to plans as saown on the 

OIL FAC.ILITIES !?LAN attaci1ed hereto 3s Exhibit "C" w;1ich shoo~ 

. t~e ~<Y-ation o:: all t::ells, drill sites and production areas, 

to_get:he.r With ·oil a!ld ,:.:JS faci.lities Hhich exist on ' the 3olsa 

1 i .;~ .. ·' . 

<:Juration. 
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6. (' : •••. 

. .. ~.:~ .. ' . · .. "' ·. 
;··.. ~lsa.·"•jp;ees to reimburse Oil for e!(tra costs incurred 

·by Oil· -~ tbe •rii1ing and 'redrilling of welis from the South . ... . . . . 
Balsa island, subject, however, to pri~r written approval by , .. . 
.Balsa ,o.t; plans for projeCt and extr:J costs to be paid by Bolsa. 

Extra 'costs are defined as the difference between develop:01ent 

and opera~ional cases from the island as compared to operation 

by normal vertical drilling by a prudent.· ope~ator without 

regard to surfac~ real estate development. 

3. Oil agrees at all ti:nes to conduct-its operations in 

accordanc~ with all 3pplicable and valid laws, rules and nau~ .... \ 
.tions, and also, insofar as may be reasonably practicable ~~~-

"\"'~..:,. ~· .. t~~ .. 
in accordance with sound oil sod gas engineering practices, in 

.such msnner as to not allow or permit the conduct of operations 

that msy be unduly detrimental or Mrmful to the use of the sur­

face for re81 estate development ' purposes. Oil ·sh8tl not conduct .·· 
.o1ny refining process or ·any process for the extraction of products 

fr~ natux:al gns ·on the Balsa Lands. Oil . shall not: cooduct opera­

tions .of. any nature (other than maintenance and transportation) 

on. any portion of the ·surface or subsurface of the Bolsa Lands 

not .ru~rvad to Oil hereunder :Without the written consent of 

Bola a fir at obtdned. on shall have the r:i,,sht to provide roa·d. 

power and pipeLine facilities and to drill arn.l produce! wit!:lout 

~l1a:rge, · f:resli and salt water source wells at :nutually agreeable 

locations on the Bolsa Landa. Oil ~grees ~pecifically to comply 

-with the Oil Operating Conditions attached hereto as Exhibit 110 11 

upon request by . ~olaa. 

Bolsa agrees ·to reimburse Oil ·for extra costs incurred 

by 011 in complying with the conditione o£ Elthibit ''D", subJect, 

hD:4ever, to . prior ··~r·it:ten ;a.pvro:Va.l.'oy: ·B~~~a .. of ::p.lans· ·fo.r 'the 

1:orl~ a~ ~~tra. co~ts·· ~~ be .paid · b~ · ~o~sa .... ·.·~·~r~ . c~sts are 
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·de.fiM.t-:-.;· the difference between development and operational 

casU under. the re1trict~c;l conditions given i ·n E.'i:hibit . ' 'D" as 

cOIIIParecl to developal«.m.t and operational · coets which would · other­

-wtse be incurred under the then existing normal terms and condi­

tions imposed by the county '£or oil field operations. 

· . If Balsa Landi!· are annexed to or form a anmid.pa lity, 

Bola a will pay the additiona'L co~ts, if any, of oil fi~ ld 

operations imposed by that municipality as · ~ompsred to· thE then 

existing normal terms and coDditions imposed · ~y the county for 

oil field operations, exclusive of coats of taxes, license• ·~~· ~· 
,.: .. ··. 

assessments. · ·., i!~? ·. 
·4. Upon the cessation of prbdtiction of any'well in ., 

quantities sufficient to ·pay the costs of operation of such well , 
. . 

unless ,Oil desires to, use such well ae an inJection or disposal 

-well, or up~n the cessation of ~e of any other oil and gas 

facility or facilit~ez, includ~ng inte~ l!.li!., roads, higlways, . 

pipelines, po~e lines aod water service, injection or disposal 

wells, Oil shall, at ite expe~e, plug and abandon such .well and 

remove such facility or facilities and clean up and restore the 

surface of the l•nd to a clean, level and safe condition. Oil 

will not permit a well or oil and gss facUi~y to stand idle ori 

t4e demised premises for more than siK months after notification 

by ·Bolea, except a~ otherwise provided in any existing agreement 

to which either party hereto may be subject. Oil shall also 

surrender and quitclaim to 3olsa tne surface and subsurface to a 

depth of 'five hundred feet (500 1 ) of the land no longer us'ed 

for. such purpose. 

5. F..xcept as otherwise h~rein specifically provided, 

__ ... ____ :... ,... -.t: --' 1 '""-""'. '"'"" ·"""-"' ,..._~ ..... .( ,....._ 
-..,.,...~ ...... -- ...,._ ""'•• ...... - o-- ---~---- ---.. ··• 

development and producing ·oper~tions, including' the drilling, 
' . 
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. . 
·de.fioi~.t: ·a;· t:he .di1ference between development and operational 

cost• under. the re•tricte~ conditions given in E.'thibit . "D" as 

cOIUPared to dev.elopwen.t and operational · coets which would · other"' 

-w;tse be incurred under the then existin;; normal terillS and condi­

tions imposed by the county 'for oil field operations. 

·. If Balsa Land8 . are annexed to or form u mu~icipality, 

Balsa will pay the additioD.at coets, if any, of oil fi~ ld 

operations tmposed by that municipality as · ~ompsred to· thE then 

· existing normal tertiiB and ccniditions imposed ·~y the county for 

. ; 

oil field operations, exclusive of co1ts of taxes, license• ·~~· ~· 

assessments. · · · .. c i~!,? ·. 
·4. Upon the cessation of prbdtiction of any."Well in ., 

quantities sufficient to ·pay the costs of operation of such "Well, 
. . 

unless pil desires t~ use such well ae an inJection or disposal 

well, or up~n the cessation of use of any other oil and gas 

facility or facilit;es, includ~ng inter All!.• roads, highways, . 

pipelines, po~e lines and water service, injection or disposal 

wells, Oil shall, at its expe~e. plug and abandon such -well and 

remove such facility or facilities ~nd clean up and restore the . 

surface of the land to. a clean, level and safe condition. Oil 

will not permit 11 well or oil and gu facUi~y to stand idle ori 

t4e demised premises for more than six months after notification 

by ·Bolea, except a~ otherwise provided in any existing agreement 

to which either pDrty hereto may be subject. Oil shall also 

surrender and quitclaim to 3olsa tne surface and subsurface to a . 

depth of 'five hundred feet (500') of the land no longer us.ed 

for. such purpose. 

5. F_xcept as otherwise h~rein specifically provid~d, 
........ ...,_, ___ :...,.. -~ _ .. , ..,._,... ,,.,..,.. ..... _.,., ,..._~ ..... ., ,..._ 
...,_t""""'4a.W .... - -· ................. - o-- -··r----- ·---·• 

ilevelopment and producing bper~tions, including' the drilling, 
' . 
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righ~~-w•y in connection wit~ the utilization of such site, 

and Oil 'wll be •ntitled to use aDd operate 8uch new site_, 

. . .':i·· ,easements and rights-of-way, without payment to Bolaa of any 

rental or other consideration for such use. Bolsa s~ll al~o 
. . 

reimburse Oil for -all direct costa, plus engineering design and 

fi~ld supervision and loss of production·or injection, incurr~d 

by Oil in any such relocation required by Bolaa. 

In relocating, modifying, or· replacement of facilities 

where costs are paid by Balsa~ the cost shall not exceed the. coat 

of repl~cement with equipment of the same aervice after credit 

for salvage. If Oil inatalb new and iJ;aprcri.red-t~ f•cilbU. ,··-~!· 

to achieve greater operating efficiency or capacity, the added 

costs . of equipment over that for originAl service, capacity and . 

. effid.ency are to be paid by Oil. 

In detemin~ng reimbursement for such loss of production 

snd/or · loss of . inJection, all direct, indirect, and other related 

operating costs ~hich would be chargeable· shall be .deducted from 
. . 

tile v~lue of the pr.oduc.ts. 

6 •. Aa ·an ·alternate to the rights of B.olsa under 

para84~Ph 7, Bola• shall have the right at any time to r~quire 

Oil to abandoa •ny well upon the condition that Bo~sa pay to Oil 

the cost of such required abandonment and the fair I!IBrket value 

of the total ' p;-oducti.on of oil, gas aoo other hydrocarbon sub­

stances · froai such well from the time of abandon:nent that would 

otherwiae be produced with respect to sue~ well if it ~ere left 

~ production until it was no longer economic to operate and 

produce s~ by pri;n.lry cir secondary moans 1 which fair ma'rket 

value ·shall be discount_ed by a factor obtained frc;xu ' stand,ud 

intex-P.Ai:; : ~R.h}t?:l fa~ :t:be: t;h~n 

merc~al b~nk~. ~n · L~~ Angel~~ 
. . . . 

p;:.~ .mi1i, · iot~·::-s:~~.t; · r~.~e: ~l!t:l:"grd by ccro~-
. . :: · . . .·. . 

for prime .short-.. te~ c~rcial 

loans. ~o a~. io: result in a discOUX'Ited pr_es~nt ,;slue of auch 

future PFodi.i.ction. In determining such value, all direct, in­

direct and other related operating costs which would be 

-&-
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charg•a•U to at:JCh well shail be deducted from t1le antici,pated 

~slue ol ~ P,~oduet• fr~ s~ch well before applyin~ an~ discount 

. . _- ,: .. £.actor, In the ·eve~t Balsa and. Oil cannot within forty· five 

'· 

:(45) days' agree on the present value of such future p::.-oductio~, 

then such .value shall be finally resolved by arbitration pursuant 

to the rules and regulations then current of the American 

-~rbitration Association. Balsa and Oil shall each SPPC?int one' 

.arbitrator and the two so appointed shall appoint a third. All 

·three shall be qualified petroleum enginee.re, ·and their decision 

shall be final and bindinB on both parties. Oil and Balsa 1b.dl 

share said'arbitraticn costs equally. If Oil is obligated ta 

~~ a~nd~nt pajments to third party inter~sts under exi•ting 

agreements. ·which are based on values that are different from the 

values determined hereun9er, then the abandonment values so 

dete~ned for pa~nt to thi~d party intere~ts Bhall, insofar as 

such third party interests alone are concerned, supersede the 

value~ determined between Bolas and Oil alone and all abandonment 

pay.nent:s hereunder to sw;:h third p~J;"tics ala~ shall be based 

·tbereon; provided, . however, thst in such event Balsa shall have 

and is hereby granted the right to elect to participate in any 

such third p•rty negotiation or arbitration in the place and stead 

· of Oil and to be bound with Oil in abandonment: values determine.:J by 

· s~icl third party negotiation or arbitration. 

9. Except. as othe:rw!ee herein specifically provided, all 

costs incurred in rendering the sur.:l;ace of the land more adaptable 

for .real estate purposes rather than for oil and 'gae operatio11s, 

includ'ing with01:lt limiting 'the generality of the foregoing, , costs 

incurred at the request ' of Balsa in soundproofing, landscaping, 

- £c~::!~a-be~:Jtif~:::; .~.!..O!:·, · ·eC!:ee~!ng or .. ~~ID<:'!'.lf.l~eirie; .of 1-'~J..J~; or oi 1' ' 

and r,as "facilities (~~cept any portion thereof attributable to the 

-7- I 
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clea~~~~~~~on o.f any land as provid~d for in paragraph 
·~~--~, · .. · . . ··.·: . ~~: . . 

number.d·'·4 be"not: ·~ t o ccxnpliance wit h par a graphs· number ed ~ or 

··; · 3, hereof) shall be borne by Balsa. 

10. Oil .agrees to be solely responsible for·its operations 

and agrees to indemnify and save Balsa ~rmless from any liability 

or dam8gee which may result from its oper8tions . Balsa agrees to 

be solely responsible for its operati~ and agrees to .inde~ify 

and save. Oil harmlese from any liabili.ty or 4amagea which may 
result froai its opera tiona. The parties agree to · cooperate in -the 

cbtai_ning of ~~~- -a~J:., .P.~!=1!1ita -~~--.ag~~~~:! neceaeary t~ · ... ,···;·f"· .:.:.;· 
, ' 1 ; t ,:- ,.::.t .,.,•,•, •r,j. 

effectuate the intent of this .tgreement aod to permit the p~~:~~~_;-=:-.. ~ .. . ,,. . .. 
imPlementation by Balsa of its development plan, including J.att!.':· .. · '· . 

alia, all necessary or desirable. o~~greements with the State of 

California to stipulate boundaries, exchange lands and cure titles. 

The parties agree to promptly execute and deliver any. and all 

. doc~ntation which 111BY be necess.ary to effectuate the terms 

and intent of this agreement. 

11. Oil agrees t~t if it does not cO!IJllence · any abandon:nent, 

relcx:ati,on or r:emoval of its .facilities (other than oil and· gae 

wells) or reltoration of surf~ce as agreed herein within six (6) 

months follawins delivery of written demand. therefor by ~olsa or 

does not thereafter complete same with .due diligence, than Balsa 

~y p~oceed with same without liability of any kind to Oil. Oil 

also agrees tha~ if it does not commence an abandonment or removal 

of ita oil and gas wells as required herein within three (3) months 

folloWing written demand by Bolsa and establishment of value in 

accor~apce with the provisibnl of paragraph ,.numbered 8 or does 

not thereafter CO!IIplete snme with due diligence, then Bolsa ll18Y 

.!)TOCP-~cl W~ th PAl!~ 'loli th~~t· 1 ~~:h9J_ft·y .Of 8!1J k;f ncl tn n~ 1 ·• C);l.J. F)nP11 

-8-
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reimburn Boua· fOr any direct costs, . e:tcept ae to third party 

liabilitiel, incurred by Balsa in fulfilling any such oblige tions 

<~:·· .o~ ·oil. Direct cost!! shall not exc;eed such costs as are chargea:hle 

£or s:!Jnilsr work by reputable and responsible · contractors engaged 

in the business of p~rforming Buch work and shall not include any 

overtime rates therein for accelerating the performance of such 

"Work. 

12. Balsa ~reby grants Oil licenses r~ocable at any 

time, upon at 'least one yearis prior written notice of any such 

revocation, as follows: 

A. · The use of a helicopter site at a .locatiOD 

mutually .acceptable to Bolas l!nd to Oil. 

B. The use of land on which to dump well cuttings 

at locations which ·are mutually acceptable to Bolu and 

to Oil. Cuttings shall be limited to the type of ·fill 

material .which in the opinion of Balsa will reasonably 

cOmpact .and become a reasonable part of the land mass. 

C. The use of land on which to have s~a for 

separating oil and .water ac locations which are mutually 

acc•ptable to Bola~ and to Oil. 

' D. The use of land on which to have p~pe · and 

equipment storage areas at locations which are ~r~Utua lly 

acceptable to Boll!a and to Oil. 

I!olsa hereby agrees to all?W·' Oil to use undeveloped land 

for the above use or uses of thiB paragraph 12 so long ~a Oil's 

use dees not · interfere with the real estate development of the 
: .. 

property. Bolas abo hereby agrees to not unduly and un;-eason-

" ably withold lands from use by Oil for uses cov'ered in this 

p~r~g::-~p::_ . l -2. 
..· 

Balsa will reimburse Oil for any capi~al and relocation 

-9- . 
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cost11 .rQ,Ii:_ .. .id4tt1oo:.i.l ·coats of operation incurred by Oil attribut-. ; . . 

able to the rcvoc~tion o£ any license granted under this 

· ' ·· ·'paragraph 12, but 'only as to .that portion of the license uae 
• • I ' . 

which applies solely to . oil field operations conducted. on the 

:Bolas Lands . Rel'ocation coats of any exillting use at · the ti;ne 

· of agreeme.rit to· be paid by Bolsa if relocation is on Bolsa Lands. 

13, Oil hereby agree!! to pay pro rata share of prop~rty 

taxes appl_icable to land reserved .by Oil in Exhibit "B" or covered 

by revocable '':J,icense in; paragraph 12. 

This agreement shal.l be binding upon the .succesaora. 

assigns · and legal representatives of the parties hereto. ;, ._ .- · . · ··~~~.~~·' . 
IN WITNESS WHEREOF 1 the parties hereto have caused thia 

21greement to be executed as of the day and ·year first above 

written. 

SIGNAL BOLSA CORPORATION 

. ~y. t/ll(; ~~ 7£-&~A-~ 
. I j . 

, ;I~ . /.././ 

By c:/?v... / (~.../..::._:.._ 

SIGNAL OIL AND GAS COMPANY 

By --~~~~~------~~~---1 VIce P.resldent 

By~-----r~~~~~---~~~~~­
hlt. ~cretary 
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