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Section 4, That upon discovery of oil or gas in paying quantities upon any of said

! lands, the Contractor, in the name of the Owners, shall apply to the Secretary of the

" Interior for a lease thereon upon such royalty as the Seoretary may fix, and shall there-

after take all necessary steps to obtain the granting of such lease and any necessary re-

. newals thereof.

Section 5. (&) It is understood by the parties heretc that subsequent to the

: ' f this
i f applications by the Owners for permits covering the lands the subject o
‘ géle:gegt. ggd other lunis, but before this iscuance of said permit said lands were classi-

inion of the
fied as lands within the geologic structure of a proven field, and it is the op

parties hereto that such classification was erroneous and not Justified, since said lands
‘at that time were not productive of oil or gas in quantities sufficient to yarrant such
classification; and it is the belief of the parties hereto that such classification can

" be removed, and it is understood that the provisions of this agreement proceed upon the

. theory that upon proper shawing being made to. the officials of the Department of the

- Interior, such classification may be removed, ond that as a result of such showing it will

|
t

be found and held that at the time of the filing of said applications for permit and at the

" date of the issuance of said permit, said lands were of the kind and character subject to

Government royaltiss provided for laznds enbraced in permits issued under and pursuant to
Section 13 of said Act. in which event any leanse which hereafter may be issued to the
Owners covering said lands should, ond in all probability will, bear royalties as provided

. for lands embraced in permits issued under Section 13 of sald Act.

(v) It is mlso understood that the provisions of this contract as to the payment

of royalties by the Contractor to the Ovners are based upon the assumption that unless
i such classification is removed or the said lands declared by the Government of the United
- States to be of the kind and character subject to Government royanlties provided for
. lands embraced in permits issued under Section 13 of said Act, or unless terms as to

- 1920, Circular XNo.
: of said Act, and the "tables for computing oil royalties under the Leasing Act of February
~ 25, 1920, issued by the Department of the Interior, Albert B. Fall, Secretary, Bureau of
" Mines, H. Foster Bain, Director, prepared by H. C. Patterson and D. W. Moran, Washington

of Section 19 (page 23) of the Rules and Regulations (reprint cs amended to October 29,
2%2) prescribed by the Secretary of the Interior for the administration

Printing Office, 1921," any lease or leases to be 1ssued by the Government of the United
States covering said lands will bear the royalties provided for by Sub-division (c) of said
Section 19, and will reserve to the Government of the United States the royalties pres-

~cribed in said tables.

{c) That at its won expenge, employing such attorneys as may be necessary theree

- for, the Contractor shall make a good faith effort to have the lands the subject of this

: rO{alties can be obtained more favorable, to the Owner than those provided for in Sub-divisioen
(c

agreement reclassified or declared to be of the Character subject to the Government royaltiea:

" provided for lands embraced in permits issued under and prusuant to Section 13 of said Act;

and, if successful in its sald effgrt¢s, any and all saving in royalties accomplished as a
result thereof by vay of reduction in the amount of royalties which otherwise would have
been charged by and payable to the Government under the provisions of said Sub-division {c)
of Section 19 of said Rules and Regulations and said tables for computatiocn of royalties,

. shall be divided between the Owners and the Contractor on the basis of Fifty per cent (50%)

thereof to the Owner of Fifty per cent(50%) thereof to the Contractor. If, however, the
Contractor's efforts to have sanid lands declared to be of the character subject to Section
13 psrmit royalties shall fail, then the Contractor shall in good faith endeavor to obtain
the greatest possibvle reduction in the royalties which otherwise would be charged by and

. payable to the Govermment under the provisions of said Subedivision (c) of Section 19 of

said Rules and Regulations and said tables for computation or royelties, and if success=-

. Tul in securing any reduction, any and all saving in royalties resulting from such redec-

tion shall be divided between the Owners and the Contractor on the basis of Thirty-five

~per cent(35%) thercof to the Owners and Sixty-five per cent (6520 thereof to the Contractor.

The Owners' proportion of the Royalties Bo saved under the provisions of this para-

graph shall be in addition to the royalties which shall belong to‘he Owners under the pro-

visions of paragraph 4 of Article 1 of this agreement, and nothing herein contained shall
be construed in any event or in any manner to reduce the royalties to which the Owner is

centitled under the provisions of said paragraph 13.

Section 6. It is understood that the Contractor now haa negotiations pending with

" the Cretaceous 0il Company looking io the development of a part of the lands belonging to

said Cretaceous Oil Company, located on the same structure upon which are located the lands
embraced in the permit so issued to the Owners; and it is also understood that if the Con-
tractor shall fail to consumate said deal with said Cretaceous Oil Company, then and in that
event tlie Contractor shall within thirty days after said negotiations have terminated,
surrender and relinquish to the Owners all rights under this agree ment amd thereupon the
mutual rights and liabilities of the parties hereto under this agreement shall terminate.

ARTICTL 111,

Section 1. That nothing herein conteined shall be conatruedas being in any manner
in derogation of any of the terms, conditions or provisions of the Act of Congress under
and by virtue of which said permit vas issued, or any regulations of the Department of the
interior of the United States lawfully promulgated thereunder; but, on the contrary, this

‘agreement shell in all partioculars be deemed amenable to reformation to eliminate or modify

.any portions thereof found to be in contravention of the provieions of Baid Aot or such

regulationa or agninst public policy, and shall remain and be in full force and effect as to

rall provisions not so eliminated or modified.

Section 2. That this agreement and each and every of its terms, provisions and

“conditions shall be binding upon and inure to the benefit of the heirs, personal representa-

tives, successors and assigns of the parties hereto.

IN WITNESS WHEREOF, the parties of the first part have hereunto affixed their hands

1and seals, and the party of the second part has caused this instrument to be executed by its
-proper officers, thereunto duly authorized, the day and year first above written. Done in’

duplicate.
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