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proposed terms and oonditions of any unit or group plan affecting saild lande at least fifteen

; days before submitting the same to the Becretary of the Interior so as to enable the Permittee

or an agent or attorney of the Permittee to present to the Secretary of the Interior a show-

‘ing or agrument with respect thereto.

FOUR

Subject to the right of surrender herelnafter given and subject to and in compllance
with any plan of group or unit sxploration development or operation approved by the Secretary
of the Interior and any production limitation and control approved by the Becretary of the
Interlor, the Operator agrees that it will at its sole cost and expenee comply with and per-

‘form wach and every obligation and requirenent of sald permit (as hereafter extended) and of
‘ the leases and any renewal thereof.

Likewlise subject to said right of surrender, the Operator agrees that it will comnenoce

or cause %o be commenced drilling operations within__ months from the date hereof at a well
‘locatlon to be seleoted by it in and that unless prevented by strikes, acts of God or

other clrcumstances beyond the control of the Operator 1% will thereafter diligently continue

;or cause to be diligently continued such drilling operations, keeping or causing to be kept

not less than one string of toole continuously operating in said area, until a test well ghall

' have been drilled upon the structure, of which said lands are for the purposes of this

paragraph oconsldered a part, to a depth of feet op to the sands unlees oll and/or gas in

' paying quantities is discovered in said test well at a lesser depth.

FIVE

(a) The Operator shall pay any and all rentals and royalties reserved by the United

. States upon gald lands, and shall also pay the royalties if any speoified in Paragraph One

i hereof.

(b) The Operator shall pay to the Permittee a royalty of One per cent of the oil and/or
gas {or at the option of the operator a royalty of perrcent of the value, at the price here-

- inafter epecifledi of the oil and/or gas ) produced from the lands, the subjlect of this agr-

. sement, whioch sha

1 be covered by the primary lease, or allocated or attributable to sald lands

‘under any approved plan of group or unit developmnet or operation and not used for production
_purposes hereunder upon sald lands or ochargeable agalnst sald lands on account of use for

production purposes under any approved plan of unit or group development, or unavoidably lost.,
(¢) The Operator shall pay to the Permittee a royalty of per cent of the oil and/or

‘gae (or at the option of the operator a royalty of per cent of the value, at the price

. agreenent, which shal

hereinafter speocified, of the oil and/or gas) produced from the lands, the subjlect of this
i be covered by the secondary lease, or allocated or attributable to
gald lands under any approved plan of group or unit development or operation and not used for

i production purposes hereunder upon saild lands or chargeable against said lands on account of

‘use for production purposes under any approved plan of unit or group development, or unavoid-
“ably lost.

The Operator agrees, in the event of production, to Keep books contalning accurate and
complete records of production and of the distribution of the same or the proceeds thereof
and that such records shall be open at all reasonable hours to the inspection once each month
of the Permittee or of the duly authorized agents of the Permittee.

The Value of the oll and/or gas, for the purpose of payment of royalty to the Permittes,

ghall be the field market price thereof, at the wells currently prevalling at the time of

production. All payments of the money due hercunder to the Permittee for royalty on oil and/

.or gas produced during any calendar month shall be made by check or draft of the Operator

-mailed, postage prepald, on or tefore the twenty-fifth day of the succeeding month, to the

Pernittee at the address hereinabove given or deposited to his credit in the Bank of

‘which bank the Permittee hereby makes and constitutes the Permittee's agent to accept all
payments due the Permittee hereunder. If six or more persons become owners of divided or
‘undivided interests in the royalty reserved $6 the Permittee, they shall by sufficient written
‘instrument designate some agent to receive payment for all, and the Operater shall not be re-

quired to make payments until such instrument 1s furnished. The word "gas" as used in thie

‘paragraph and elsewhere in this agreement inoludes casinghead gaes in its natural state.

81X

The Permittee shall pay his proportion of the taxes, if any, upon the production {inclu-

iding any so~-called "gross production" and/or "severance" taxes), and also his proportion of
-the expense of treating unmerchantable oil to render it merchantable as crude.

BEVEN

The Permittee shall deliver to the Operator the originals of said permit, of all exten-

islons thereof, of the leases, and of all renewals thereof, and the Operator shall, during
the 1life of thls agreement, retain and have the custody of eald original documents.

EIGHT

(2) The Operator may at any time before leases covering said lands have been lssued by

fthe United States upon the payment of $10.00 surrender to the Permittee the Operator's right
‘under this agreement to all or any part of the above described landa, provided there shall
18%1l) remain at least thirty days before the termination of the life of said permit; however,

'1f during the life ol this agreement, application shall be made to the Seoretary of the Inter-

lor for an extension (either initial or additional) of time within whioh to ocomply with any

(requirement of sald pernit, and such application shall be finally denied, then and in that

event, the Operator shall have the right to promptly surrender to the Permittee all the Oper-

rator's rights under this agreement, irrespective of the then status of sald permit. In case

0f such surrender the Operator shall be relieved of all of ite obligations to the Permittee
hereunder, except the obligation to pay any accrued royalty.

(b) The Operator may, at any time after the leases upon said lands shall have been issu-
2d by the United States, upon the payment of Five Dollars ($5.00), surrender to the Permittee
all the Operator's rights under this agreement as to all or any one or more légal subdivisions
of sald lands. In case of such surrender the Operator shall be relieved of all its obliga-
tione to the Permittes hereunder, except the obligation to pay any acorued royalty.

NINE

The Operator agrees to pay and satisfy all claims for materials, supplies and labor in

roonnectlon with the exploration development and operation of the oil and gae resources of

said lands and to keep the sald lands and interest of the Permittee therein free 6f liens or




