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TdLS %GREEMENT aade and entered into as OL the 2nd
day of September, 1371, by and between SIGNAL BOLSA CORPORATION
(Bolsa), a california corporation, and SIGNAL OIL AND GAS COMPANY
(oil), a Delaware corporation,

¥ ITNESSETH , %

THAT WIEREAS Bolsa is the owner of certain fee interests
in the ahrface and the subsurface in and under certain lands.
situate at Bolsa Bay, Orange County, California, which intqnlqel#ﬁ'“

y.-ﬂ' - ,.“1‘
and lands are more particulerly deacribed in that certain da *dﬁ‘"'

dated July 17, 1379, from Signal Propercie:, Inc. as Grantcrmﬂmc]b‘di
to Bolsa, as Crantee, recorded the 24th day of July, 1970 in
‘3ook 3353, page 737, in the Official Records of Orange County
(Bolsa Lands); . .
WHEREAS, 0il is the Lessea under the following oil_add
zas leases: " . .
Le Lepse dated June 12, 134U, recorded December 12, 1?41,
in Book 1120,  Page 433, Official Records of Orange County, Cale-
' ornigy’ 'as th-r..!th: amended (North Lease); and
"?:"1. otT and Cas Lease dated December 1, L943, recorded
:enryary 11, 1944, in Book 1238, Page 108, Official Records of
Orange County, Call:ornia. as thereafter amended (South Lgase); and -
' WHEREAS, the Jolea Lands and the North Lease and the
‘South Lease are generally described on the plat atLached aereto
ag Exhibit "A"; and . '
WHEREAS, 01l is the owner of all wells (éxéept'agriculLural
water wells and related facilities) ‘and oil and gae faéiliﬁies
104‘2'!“:9."’ on the Bolsa Tandr. excapt the wellr and nf] apd gas
‘Facdlities located on the portion of the Bolasa Lands leased by
Standard 01l COmpdny; and .




'
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anszx, Bolsa desires to provide for tne Locatian,

relocation and/ar ‘removal of the wells and oil and pas facili-

ties of 0il now or iHereafiter located om the_Bolsn Landes so as

to permit and encourage the use of tie Bolsa Lands for real

. estate development purposes;

NOW, THEREFORE, in consideration of ten dollars ($10)
ﬁaid by Bolsa to 0il and the premises and mutual covenants and

‘agreements contained herein, it is triereby agreed as £ollows:

1. oil he*eby surrenders’ and quitélaims unto Bolsa the

surzace, and also the subsurface ewtending downward to a dcpth HiE s
Y &

of five hundred feet (30u') belcw Lhe surface, of the Bolsas -

Lande, excepting and reserving, however, from the operation of

this parapraph those portions'and parcels oi the surface or the
surface and the su?su:face of the Solea Lands as more particularly
described in the aeservstipn Scaedule attached hereto 'as Exhibif
3", but ouly for oil and gas driliing and production operatious;
aléo excepting and reserviﬁg the rigiit to use the existing roads
and higﬁﬁays,'beth public and private, for the purpose of access _
to and Erom_alllgells aﬁd 01l and gas facilitiee, subject,

however, to the right of Bolsa to éﬁbstitqte therefor a dedicated
read or roads at lhy tine or froa tiué to time; also excépting

and réserving the right to use the prel ines and uole lines tnereon

cr therein. subject, chever, Lo tue riwhc of Bolsa to relocate any

part’ Lhereof_from tive ro time under paragraph 7 Aereof.

2, The ‘partles nereto agree to plane as saown on the

OIL FACILITIES PLAN attached nereto as Exaibit "c" waich shows

¢ .tne location o all wells, drxll sihes and prcductlon areas,

toueLher with oil and _ a8 .acilltles which exist on the Solsa
Lands, Exhib;t 'C‘ also shows id! wells and.wells of Eixzad life

duratzon.
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Bjclsl;":l“&eee to reimburse 0Ll for cxtra .coécs incurred
by 011 in tho_!rii’!.ing and redrilling of wells from the South
; qusa island', sub ject, hcwever, to pricr written approval by
; 'E.Bolsa of plans for project and .cxtra costs to be paid by Bolsa,
Extra "costé.are defined as the difference between development .
and operational costs from the {sland as compared to operation
by normal vertical drilling by a prudent, operator without
reﬂard to surface real estate development.
3. 011 agrees at all times to conduct its crperat:iona in

accordance with all applicable and an.id laws, rules an.d raguh-

tione, and aleo, insofar as may be reasonably practicable lﬂf;’%;}%
in accordance with sound oll and gas engilneering practices, in. e
Asucn manner as to not allow or permit the conduct of operations
that wmay be unduly detrimental or harmful to the use of the sur- .
z‘ace'fo.r real estate d_cvelopment'pucposea. 011 shall not conduct
any refining process or ‘any prccesa fqr the extraction of products
from natural gas-on the Bolsa Lands. 0f1 shall not conduct opera=
tions .of. any nature (other than ma_intenance and transp'ortacioh)
ou. any portion of the surface or subsur'face of the Bolsa Lands
not .rucrv-d to 011 t;ereundec ﬁithout the written consent of
Dolsa first obtained. 011 shall have the ci,ght to provide road,
power and pipeline ‘facilities and to drill and produce, without ‘
enarge, fresh and salt water source wells at mutually agreeacle '
1ccatioﬁs on _'t'ne Bolsa Lands. Oil agrees speci.:.'ically to comp-ly‘
with the 0il Operating Condit:ions attached hereto as Exhibit 'D"
upon request by,_BolBa.- .

Bolsa agrees -to reimburse OLl -fqr_excra costs incurred
by 011 in compiying with the conditions o‘-' Exhibit "p", .subject,
hcwever, to pno; written appmval Dy Bowa o: plans for he

work and extra costs to be paid by Bolea. Extra costs are
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bt
defimd‘ ll the difference between development: and operational
costs undlr the rcltricted conditions given in Exnibit Hpst

. compared to deyelopment and operational~couta which would other-

wise be incurred under the then existing normal terms and condi~
x:'ions imposed by the county ‘for oil field operations.

. If Bolsa Lande are annexed to or fuim a municlpality.
Bolsa will pay the additiomal costs, if any, of oil fleld
operationa imposed by that ﬁunicipality as’ compared to' the then

: exzsting normal terma and conditions impoaed-by the county for

. oil £ield operations, exclusive of costs of taxes, licenses lulN.'

-‘ %
AU P
.

assessments. . ; ' : = TREE
4. Upon the cessation of production of any well in
quantities sufficlent to- pay the costs of operation of such well,
unlegs 01l derires to use such well as an inJection or disposal
well, or upon Ehe ceessation of use of any other oillund gaa.
facility or facilities, including inter alia, roads, higlways,.
pipelines, pqle‘lines anﬁ water gervice, injection or disposal
wells, 0il shall, at its expense, plug and abanden such well and
remove such.faéility or facilities gmd clean up and festore the
surface of the land to a clean, level and safe condition. OLil
will not écrmit a wellfor oil and gas facility to stand idle om

the demised premises for more than'six mon;hs_after notification

" . by ‘Bolsa, except as otherwlse provided in any existing agreement

to which either party hereto way be subject. 0il shall also
surrender and quitclaim to Bolsa thé.surface and subsurface to a

depth of'five hundfed feet (500') of the land no lonéer used

for such purpose.

5. Except as otherwise hMrein specifically provided,

_q1l.r4nbﬂ Ao b .d —-— -C -t -—a‘ ren Avn‘hunﬁln-
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development and proﬁﬁcing operations, including the drilling,




defin.l'll'th. difference between development and operational
costs under the reltricted conditions given in Exnibit tp

. compared to deyelopment and operational-costa which would other-

wise be incurred under the then existing normal terms and condi-
tions imposed by the county for oil field operations. _
. If Bolsa Landg are annexed to or fofm a municipality,

Bolaa will pay the additional costs, 1f any, of oil field

operatious meosed by that municipality as’ compared to' the then
" existing normal terma and conditions imposed by the county for

' oil field operations. exclusive of costs of taxes, licenses lnl~.'
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assessments, . : ' : TR

b Upon the cessation of production of any well in
quantities sufEicient to- pay the costs of operation of such well,
unless 01l deeires to use such well as an injection or disposal
well, or upon Ehe cessation of use of any other oil.nnd gaa

facility or facilities, iﬁclud;ng inter alia, rcads, highways, .

" pipelines, pq}e.lines and water service, injection or disposal

wells, 01l shall, at its expense, plug and abanden such well and
remove such.faéility or facilities and clean up and restore the
surface of the land to a clean, level and safe condition. 01l

will not ﬁcruit a welljor oil and gas facility to stand idle om

the demised premises for more than.six mcu;hs.after notification

" . by ‘Bolsa, except as otherwise provided in any existing agreement.

to which either party hereto way be subject. 0il shall also
surrender and quitclaim to Bolsa thé.surface and subsurface to a

depth of ‘Five hundred feet (500') of the land no longer used

for such purpose.

5. Except as otherwise herein specifically provided,

211.-risks, oocstz and crxmonsze of i1 mnd.onn awnlessacdo-
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development and proﬁhqing cperations, including the drilling,




ri§ht¢éi§~vly in c&nnection with the utilizﬁtiod'of such site,
and 011 ihall be entitled to use and operate such new site,

easements and rights-of-way, without payment to Bolsa of any’

rental or other consideration for such use. Bolea ahall algo

relmburse 0il forvéll directlcosts, plus engineering design and

tfigld supervision and loss of product;on'dr injection, incurred

by 0i1 in any guch relocation rquirgd by Bolsa.

In relocating, modifying, or replacement 'o.f facilities
where cbstn are paid by Bolsa, the cost ah#l% not exceed'tﬁt cost
Qf replacement with equipment of the same service after credit
for salvage. If 0il installs new and impréﬁed-typq flcilitill,”ﬁ
to achieve greater operating efficiencf or capacity, the ldél&

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

efficlency are to be paid by Oil.

In determining reimbursement for such loss of production
and/or ‘loss of_iﬁgeqtién, all direct, indirect, and other related
operating costs which would be éhgrgeable'shall be .deducted from
the value of the‘pndducrsf ’ :

8.. As ‘an alternate to the rights of Bolsa under
paraggeph 7! Bolsa uhal} have the right at any time to require
0il to abandon any well upon the éonditicn tﬁat Bolsa pay to 0il

the cost of such required abandonment and the falr market value

of the total'p;odhctipn of oil, gas and other hydrocarbon sub-
stances’ from such well from the time of abandorment that would
otherwise be p;oduced with respect to such well if it were left
on pt;duction until it was no ionger economic to opérate and

produce same by primary or secondary means, which fair market

' value shall be discounted by a factot obtained from’ standard

intexent fnh]ﬂﬂ fo ‘thie thdn pxi q rta"edt rate: charged by com-

mercial banks in Los An5eles for primc short- term cmmnercial

loans 80 as to: result in a diacounted present value of such

. Future p:oduption. In determininc such value, all direct, in-

direct and other related operating costs which would be

. _6-




chargal‘iﬁ to such well shall be deducted from the antfcipated
value oi the groducé: frcg such well before applying an? discount
' factor, Io the ‘event Bolsa and. 0il éanoot within forty-five
(45) days, agree on the present value of such future roduction,
) then such .value shall be finally resolved by arbitration pursuant
to the rules and regulations then current of the American
Arbitration Association. Bolsa and Oil shall each appoint one
arbitrator and the two so appointed shall appoint a third. All
'three‘shall‘be qualified petroleum engineers, and their decision
shall be final and binding on both parties. Ofl and Bolsa shall
share sald arbitraticn costs equally. If 0il is obligated to -
oake ahgndonment payments to third party interests under exilting
agreements which are based on valuea that are different from the
values determined hereunder, then the abanoonment values so
determined for payment to third party interests shail. insofar as
suctx third party ‘interests alone are 'conce.rned, supe.rsede the
values determined between Bolsa and 01l alone and all abandonment
payments hereunder to such third pqrties alone shall be based
thereon; provided however, that in ouch event Bolsa shall have
and is harcby granted the right to elect to participate in any
such third party negotiation or arbitracion in the place and stead
"of 0il and to be bound with 01l in abandonmenL values determineu uy
's3id third party nePotiation or arbitration.

9, Except as otherwise herein apecifically provided, all
costs incurred in renJerine the surface of the land more adaptable
for real estate purposes rather than for oil and gas operatioms,
including withouc limiting the oenerality of the foregoin _costs
incurred at the request’ of Bolsa in soundproofing. landscaping,
Ecnolng—besutificstton, . screening cor.cemouflagling .of wells ar oil -

£

and gasnfacilities (oxcept aﬁy portion thereof attributable to the.

-]




: Lon of any land as provided for in paragraph

numberud 6 bcrea! or to compliance with paragraphs numbered 2 or

3 hereof) shall be borne by Bolsa.

10, 0il.agrees to be solely responsible for: its operations

and agrees to indemnify and save Bolsa harmless from any liability

: or damages which may résult from its operations. Bolﬁa agrees to

be solely responsible for its operations and agrees to indemnify
and save Oil harmless from any liability or damages which may .
resu'lt from its operations. The parties agree to cooperate in .the
obtalning of any_ and all permits and agreemggtf neceuary to |
effectuate the intent of this agreement and t; permit the prﬁqﬁ b
implementation by Bolsa of its development plan. fncluding _Lg_;g_
alia, all necessary or Flesirablg_ agreements with the State of
Califomié to stipulaﬁe boundaries, exchange lands and cure titles.

The parties agree to promptly execute and deliver any and all

documentation which may be mcessary to effectuate the teruws

and intent of this agreement.
11, 01l agrees that if it does not commence any abandonment,

relocation or removal of it:s facilities (other than oil and' gae
wells) or restoration of surface as agreed herein within six (6)
months following delivery of written demand.therefor by Bolsa or

does not thereafter complete same with due diligence, then Bolsa

. may proceéd with same without 1fability of any kind to O1l. O0il

also agrees thdt 1f it does not commence an abandomment or removal
of its o0il and gas wells a'a required herein within three (3) months
following written demand b’y Bolsa and establishment of value in
accorqaﬁce with the provisions of paz;-agra.;:h .mumbered 8 or does

not thereafter complete same witﬁ due diligence, then. Bc;lsa may

procasd with sama wifhmir 1{ahdiity of any kind tn 0{1. 0Ll ahsll




reimburt; Bolsa' for any direct 9osta;Aexcept ar to third party
liabilities, 1nc@r;ed.by Bolsa in fulfilling any such obligzations
of 0il. Direét costs shall not exceed such costes as are chargeable
for simil&r work by reputable and reaﬁonsible'contracéoré engaged.
"in the business of performing such work and shall'not include any
overtime rates therein for accélérating the performanc§ of such
work. .
12. Bolsa hereby grsnta 01l licenses revocable at any
time, upon at ‘least one year' '8 prior wrltten notice of any such
-revocation, as follows: , .
A.' The use of a helicopter site at a location
mutually scceptable to Bolsa and to Oil. . )
‘ B. The use of land on which to dump well cﬁtfings
aé locations which are mutually acceptéble to Bolsa and
to 011. Cuttings ehall be limited to the type of £i1l
matefial~which'ip the opinion of Bolsa will reasonably A
compact and become a reasonable part of the land mass.
C. The use of land on which to have sumps for .
separating 611 and water at locations waich are mutually
" acceptable to Bolsa and to 0il.
‘D, The use of land om which to have pipe and
equipment storage areas at locations which are mutually
acceptable to Bolsa and to 0il.
. Bolsa hereby agrees to allow’'0il to use undeve Loped land
for the above use or uses of this paragraph 12 so long as Oil's
use does not- 1nterfere with the real estate development oE the
property. Bolsa also hereby agrees to not unduly and unreason-

sbly withold lands from use by 01l for uses covered in this

Bolsa willlreimburse 0i1l for any capigél and relocation




costa nﬁ*iiﬂiitionilfnosts of operation incurred by Oil attribut-

gble to the rcvocitidﬁ of any license granted under this

vﬁbaragraph 12, guﬁ Bnly as to that portion of the license use

wnich applies solely to.oll field operations conducted. on the

.Bolsa Lands. Relocation costs of any exlsting use at ‘the time

of agreemanc to be paild by Bolsa if relocation 18 on Bolsa Lands.
13 011 hereby agrees to pay pro rata share of property

taxes applicable to land reserved by 01l in Exhibit "B" or covered

by revocable "license in paragraph 12,

This agreement Bhall be binding upon the. Bucceasorn,

“aselgns ‘and legal representatives of the parties hereto.
IN WITNESS WHEREOF the parties hereto have caused thi:

agreement to be executed as of the day and year first above

written.

SIGNAL BOLSA COR.PORATION

(;23;?7/9 él*dzéﬂ,bu~;

vy st P

SIGNAL OIL AND GAS COMPANY
, .
By / o n,J ]

2;"0 Vlce Preslden
By k ;/

Aast. Secretary
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