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NOW, THEREFORE, in consideration of the premises, and of the mutual covenants of the
parties hereto, and of the sum of One Dollar ($1.00) pald to the "Lessee” by the "Operator®,
the recelpt of which is hereby acknowledged, and for other good anéd valuable consideratlons,

IT IS AGREED:

1. 'Lessee! hereby represents and warrents that he 1s the holder, without encumbrance,
of the entire interest in sald permit, end further represents and warrants that sald pvermit
18 1n good standing and not in default for failure to coumply with the conditions thereof;

2. "Lessee" hereby grants and conveys unto "Operator" his helrs, successors and asslgns,
but subject to the conditions noted herein, full right to enter upon, cccupy, develop and
overste snld lends hereinabove described for oll and gas, ineluding the management and con-
trol of seld lands and the right to market sald products, and "Operetor" agrees to develop
and operate sald lands for oil and gas, in accordence with the provisions of thls agreement,

3. Subject to the right of surrender as hereinafter defined, the "Operator" agrees that
he will, at his sole cost and expense, comply with and perform each and every obligation and
requirement of sald permit, so far as 1t pertelne to the lands the subject of thls agreement
and any ordera issued by the controlling legal authority, including the poeting of all ne-~
cessary bonds to the United States of America, and any renewals thereof or any lease or leases
1ssued pursuent to sald permit; and further agrees that he will, at his sole cost and expense,
commence or ccuse to be commenced the actual drilling of a well at some locatlon upon the
above described lands for the production of oll and gas on or before August 1, 1939, and shall
diligently end continuocusly prosecute drilling operations to a depth necessary to test the
%nown productive sands or horlzons in sald lande; and after the discovery of oll or gne shall
develop satd lands in accordance with good oll fleld practice and to meet the requirements of
well-drilling and well-specing of the United States Geological Survey.

4, “QOperator” shall pay or dellver sll royaltiee due to the United States, and further
agrees to pay over-riding royaltles, as follows:

(1) OndProduotlon from lands on which the Government royelty shall not exceed five percent

57a):
(a) To “Leseee’ . » . . . . Ten Percent (10%)

(2) ?ndProductlon from lande in which the Government royelty is more than five percent
5#):

{a) To "Lessee". . . . . . Three and One-half Percent (3 3%)

It is understood that the above mentioned royalties payable to "Lessee” shall cover and in-
elude all royalties payesble by operator over and above the royalties paysble to the United
States. Sald royalties shall be pald from the groes proceeds received from the sale of all
oil end pas produced, saved and marketed (except as much as ls used for operating, production
and repressuring purposes or unavoldably lost) from the lands hereinabove described. Sald
royalties shall be computed and peld on the basis of the prevalling fleld market price in

the fleld vhere such oll and gas areapproduced, at the time of production, for oll and ges

of like grede and gravity; provided that no royaltles shall be paid on gas produced in the
ebeence of a market therefor; in case there 1s a market for gas produced, the royaltles there=-
on and on natural-gas gasoline shall be computed and pald on the followlng brsls:

On Gas!; On the basis of the fileld market
price thereof at the well;

On Natural-~Gas Gasoline: On the basis of one-third of the
value of the natural-gos gasolline
extracted and =0ld from the natural-
gas produced; and

sald rovalties shall be paid each month on account or production during the preceding cal-
ender month, such payments to be accompanied with a statement of the production and the
orice thereon on the bases of which such royalties are computed; and "Operator" shall not be
recuired to take cognlzance of any assignment or tranefer of royalty or interest therein, un-
less and until "Operator® shall have been furnished with satisfactory evidence of such nssign-
ment or transfer. Before computing the amount of any over-riding royalties payable to "Lessee"
"Operector' shall have the right to deduct from the value of the oll and gas or the proceeds
thereof on which such over-riding royaly is computed, the full amount of any taxes 11nc1ud1ng

. productlon tax) required to be pald on such oill and gas.

4, All oll or gae and the proceeds thereof produced from sald lands remalning after the
payment of royaltles reserved by the United States and by the "Lessee" shall belong to the
"Operator" as hle full compensation for his expendltures in drilling upon or for bald lands
and producing oll or gas therefrom and attributable thereto and rendering the other services
requlred of him hereunder.

5. "Operator" vhile in no default hersunder as to all or any part of the above desoribed
land, may at any time unon payment of Ten Dollars ($10.00) surrender to "lLessee" by proper
recordable instrument, all rights and estate of "Operator" vested in it hereunder, and de-
livery to "Lessee" of such instrument, sufficient in form and substance to revest in "Lessee",
all righte and interest granted to "Operator' hereby, shall terminate all further obligatlons
of "Operator! hercunder, except as to any then unsatlsfied claims or ceuses of actlon in favor
of "Lessee" and accrued as aginst "Operator' during the perlod prior to tneder of such surren-—
der instrument; sublect to the exceptlon noted, "Operator" shall have the right for a reason-
able pcriod following delivery of such instrument, to remove its property from "Lessee's" pre-
miges, provided that no such removal shall be to the detriment of sub-surface conditlons and
that all such shall be in full compliance with requirements of all legal authorities with
Jurisdlction, including, but not restricted to those governing plugging and other abandonment
phoses. No such surrender instrument shall be permitted or effective unless upon the date of
its tender, an ample period of time will thereafter remaln avallaeble to "Lessee" for 1ts per-
formance of conditions as required to nrevent forfelture of or prejudice to, its leaschold
estate. In case "lLessee" cannot, within sixty days followlng tender of any such re-assignment-
surrender, qualify to recelve same, "Operator" may surrender direct to the United States.
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