' not be allocated as mere rental for a period. Lessee may at any time execute and de-

épilhéé: ;Iiazzéjtzgggj:§6#é;rstations, televhone lines and other structures there-
on to produce, save, take care of, treat, transport and own said products, and housing
1te employees, the following described land in Sublette County, Wyoming, to-wit:

NE: NE% of Section 34; N3 of Section 35; Township 33 North,
Range 113 West, 6 P. M,

This lease covers all of the land described above,and for the purpose of calculat-
ing the payments hereinafter provided for, the land included within the terms of this
lease 1s estimated to comprise 360 acres, whether it actually comprises more or less.

2. Subject to the other provisions herein contained, this lease shall be for a
term of 10 years from this date (called "primary term") and as long thereafter as oil,
gas or other mineral 1is produced from sald land hereunder, or drilling or reworking
operations are conducted thereon.

3. The royalties to be paild by Lessee are: (a) on oll, one-eighth of that produced
and saved from said land, the same to be delivered at the wells or to the credit of Less-
or into the pipe line to which the wells may be connected; Lessee may from time to time
purchase any royalty oil in 1ts possession, paying the market price therefor prevailing
for the field where produced on the date of purchase; (b) on gas, including casinghead
gas or other gaseous substance, produced from said land and sold or used off the premises
or in the manufacture of gasoline or other product therefrom, the market value at the
well of one-eighth of the gas so sold or used, provided thet on gas sold at the wells
the royalty shall be one-elghth of the amount realized from such sale; where gas from
a well producing gas only 1s not sold or used, Lessee may pay as royalty $100.00 per well
per year and 1f such payment 1s made it will be considered that gas is being produced
within the meaning of Paragraph 2 hereof; and (c¢) on all other minerals mined and market-
ed, one-tenth either in kind or value at the well or mine, at Lessee's election, except
that on sulphur the royalty shall be fifty cents (50c¢) per long ton. Lessee shall have
free use of oll, gas, coal, wood and water from sald land, except water from Lessor's
wells, for all operetions hereunder, and the royalty on oil, gas and coal shall be
computed after deducting any so used. Lessor shall have the privilege at his risk and
expense of using gas from any gas well on said land for stoves and inside lights in
the principal dwelling thereon out of any surplus gas not needed for operastions hereunder

4, 1If operations for drilling are not commenced on said land on or before one year
from this date the lease shall then terminate as to both parties, unless on or before
such anniversary date Lessee shall pay or tender to Lessor or to the credit of Lessor in
State Bank of Big Piney Bank at Big Piney, Wyoming, (which bank and 1ts successors are
Lessor's agent and shall continue as the depository for all rentals payable hereunder
regardless of changes in ownership of sald land or the rentals elther by conveyance or
by the death or incapacity of Lessor) the sum of Ninety Dollars ($90.00), (herein called
rental), which shall cover the privilege of deferring commencement of overations for
drilling for a period of twelve (12) months. In like manner and upon like payments or
tenders annually the commencement of operations for drilling may be further deferred for
successive periods of twelve (12) months each during the primary term. The payment or
tender of rental may be made by the check or draft of Lessee delivered to Lessor or to
sald bank on or before such date of payment. If such bank (or any successor bank) should
fall, liquidate or be succeeded by another bank, or for any reason fail or refuse to
accept rental, Lessee shall not be held in default for failure to make such payment or
tender of rental until thirty (30) days after Lessor shall deliver to Lessee a proper
recordable instrument, naming another bank as agent to receive such payments or tenders,
The down cash payment 1s consideration for this lease according to its terms and shall

liver to Lessor or to the depository above named or place of record a release or releases
covering any portion or portions of the above described premises and thereby surrender
this lease as to such portion or portions and be relieved of all obligations as to the
acreage surrendered, and thereafter the rentals payable hereunder cshall be reduced in

the proportion that the acreage covered hereby is reduced by =said release or releases.

5. Should any well drilled on the above described land during the primary term
before production 1s obtalned be a dry hole, or should production be obtained during
the primary term and thereafter cease, then and in elther event, if operations for
drilling an additional well are not commenced or operations for reworking an old well
are not pursued on sald land on or before the first rental paying date next succeeding
the cessatlion of production or drilling or reworking on said well or wells, then this
lease shall terminate unless Lessee, on or before said date, shall resume the payment
of rentals. Upon resumption of the payment of rentals, Section 4 governing the payment
of rentals, shall continue in force just as though there had been no interruption in the
rental payments., If during the last year of the primary term and prior to the discovery
of o1l or gas on sald land Lessee should drill a dry hole thereon, or if after discovery
of oll or gas before or during the last year of the primary term the production thereof

should cease during the last year of sald term from any cause, no rental payment or
operations are necessary in order to keep the lease in force during the remainder of the
primary term. If, at the expiration of the primary term, Lessee is conducting operations
for drilling & new well or reworking an old well, or if, after the expiration of the
primary term, production on this lease shall cease, this lease nevertheless shall con-
tinue as long as sald operations continue or additional operations are had, which add-
itional operations shall be deemed to be had where not more than sixty (605 days elapse
between abandonment of operations on one well and commencement of operations on another
well, and 1f production 1s discovered, this lease shall continue as long thereafter as
0il, gas or other mineral 1s produced and as long as additional operations are had. 1In
the event a well or wells producing oll or gas in paying quantities should be brought in
on adjacent land and within one hundred fifty (150) feet of and draining the leased
premises, Lessee agrees to drill such offset wells as a reasonably prudent operator
would drill under the same or similar clrcumstances. After the discovery of oil, gas or
other mineral in paying quantities on the land embraced by this lease, Lessee shall
reasonably develop the acreasge retained hereunder, but in discharging this obligation,
Lessee shall in no event be required to drill more than one well per twenty (20) acres
of the area retained hereunder and capable of producing oil, gas or other mineral in
paying quantities,




