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the receipt of which is hereby acknowledged, and for other good and valuable considerations,
IT IS AGREED:

‘ONE

The Permittee warrants that he is the sole and absolute owner of said application for
permit; that neither said application nor such permit as may be granted in pursuance thereof
18 subject to any prior sale, assignment, operating agreement, royalty, rental, financial
burden, restriction, condition or obligatlion of any kind or character other than those im-
posed by the United Btates by law, regulation or the provisions of said permit except as here~
inbelow in thie paragraph specifically set out, to wit:

The Permittee agrees to take all necessary proceédings at Permittee's own cost to de-
fend the Permittee's title and ownership of sald application and such pernit as may be grant-
ed in pursuance thereof as herein warranted and in default of the Permittee's so doing it
shall be lawful for the Operator in the name of the Permittee to take all necesgary proceed-
inge to defend the same and to apply royalties payable hereunder to the full payment of the
costs of defending the same and in reimburesement of the costs and expenses of the Operator
for such purpose or the Operator may by notlce in writing determine this agreement.

TWO

The Operator shall, during the life of such permit as may be issued in pursuance of such
application have the sole and exclusive right to drill upon said lands as well (or such add-
itional wells as the Cperator shall deem proper) for the discovery of oil and/or gas thereon.
And if oil and/or gas shall be dilscovered so as to entitle the Permittee to a lease the Oper-

- ator shall have, during the life of esald permlt and also during the term of the primary and

secondary oill and gas leases, and all renewals thereof, issued by the United States as a re-
sult of such discovery, the sole and exclusive right to develop and operate said landes for
01l and/or gas and to produce therefrom oil and/or gas.

It is understood that the Operator shall have full and complete c¢harge and control of
all operations upon said lands, and/or for the development of the o1l and/or gas resources
of sald lands, and that the obligations of the Operator under this agreement to drill shall
at al]l times be gubject to any plan of group or unit exploration, development or operation
which may be approved by the Secretary of the Interior of the United States with respect to
the lands embraced within sald permlt or leases and shall also be subject to and consistent
with then prevalling market and transportation canditions and subject to any State or Federal
field production, limitation orcontrol,

8aid permit shall be deeited alive not only during its initial term of two yeare and
during any express extension of sald permlt, but also during the entire time when sald per-
mit Bhall be of any force or effect, whether by sufferance of the Secretary of the Interior
or otherwise,

By the "primary lease" is meant the lease covering one hundred and sixty (160) aores or
one-fourth (%) (whichever is greater), of eald lands and under which the royalty to the
United States 1s five per ocent (5%) of the production. By the "secondary lease" is meant the
lease covering the rest of sald lands, and under which the royalty to the United States is
twelve and one-half per cent (12§%) or more of the production,

All o1l and/or gas and the proceeds thereof produced from said lands and/or allocated
or attributed to said lands under a plan of group or unit development approved by the Sec-
retary of the Interlor remaining after the payment of royalties reserved by the United States
and by the Permittee, and such other royalties, if any, as are specified in Paragraph One
hereof shall belong to the Operator as 1ts full compensation for its expenditures in drilling
upon or for sald lands and producing oil and/or gas therefrom and/or attributable thereto and
rendering the other services required of it hereunder.

THREE

The Permittee agrees that he will not withdraw said application or surrender or relin-
quish esald permit, or the primary or secondary leases, or any renewal thereof (which primary
and secondary leases are herelnafter in thlg agreenent generally referred to merely as the
leases) without the consent of the Operator; that he will not commit any act which will fur-
nish cause f4r forfelture or cancellation thereof; that immedistely.upon the recelpt -6f any
notice or communication pertaining thereto from the Department of the Interior, he will by
regletered mall or telegraph transmtt such notlce or communication, or a copy thereof, to the
Operator at 1its prinoipal office; that upon request of the Operator he will apply for such
extension or extensions of said permit (inocluding the extension or extensions contemplated
in Paragraph "Eight (a)") as the Operator shall deeire and (after a discovery of oil and/or
gas upon or for saild lande) for the leases thereon, and for such renewal or renewals thereof
ag the Operator shall desire, and will do any and all things which are necessary or proper
to procure such extension or extensione of saild permit, and to procure such leases and such
renewal or renewals thereof. The Operator ehall have the right to designate the lands %o be
covered by the primary lease, and the application filed therefor shall conform to the Opera-
torls designation. The Operator shall reimburse the Permittee for the actual proper expenses
inourred by the Permittee in complying with this paragraph. BShould the Permittee fail or
refuse to apply for any extension of sald permit or for the leases, or any renewal thereof,
in compliance with the Operator's request, the Operator (or any person by it substituted)

“1s hereby given and vested with full right, lawful power, and complete authority as agent

and attorney-in-fact of the Permittee to make such application or applications and to do

such other things (inoluding the making of affldavits, the exeoution of bonds, and the signa-
ture and acknowledgment of leases) as are necessary or proper to procure such extension or
such leases or any renewal thereof which right, power and authority, being coupled with en
interest, shall be and are hereby made irrevocable during the life of this agreement, and
shall inure to the beneflt of any legal representative, succeesor or assignee of the Operator

~in or of its rights under this agreement.

It 1s undergtood that the present Federal and State policy and legislation relating to
01l and gas development and productlion contemplate group or unit development of oll and gas

" etructures and oontrolled and limited production end the permittee hereby specifically and

irrevocably for the life of this agreement grante the Operator the full right ond cuthority
to represent the aoreage covered by this agreement, on behalf of the Permittee as well as the
Operator, in the negotiating, accepting or approving of any plan of group or unit exploration

' or development or operation and in any matters affecting the control or limiteion of pro-
- duotion from sald lands and from the structure and field within wh2ch the mame are locitid
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~and the Permittee hereby agrees to abide by and on request %o consent in writing to any ocuvch
! plan of unit or group exploration or development or operation which shall be accepiale to and

meet with the approval of the Secretary of the Interior of the United States. The Opcrator

, agrees, however, to mall to the Permittee at the Permitteec's last known address a copy of any




