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4-208 @

DEPARTMENT OF THE INTERIOR
GENERAL LAND OFFICE

serial ...S&gramento 019272 (u)

zepso of Oil gnd Cag Londs Ynder the Acgt of Febyruary 23, 1920.

{sec. 14-13)
THIS INDENTURE OF LEASE, entered into, in triplicate, as of the <3 n—i day

of O?W, /%33, by and between the UNITED STATES OF AMERICA, party of the first
part, hereinafter called the lessor, acting in this pehalf by the Secretary of the Interior., and

CORTLANDT LAWRENCE,
1051 Subway Terminal Building,
Los Angeles, Californis,

party of the second part, hereinafter called the lessee. under. pursuant, and subject to the terms
and provisicns of the act of Congress approved February 25, 1820 (Public No. 148), entitled “Am Act
to Promote the Mianing of Coal, Phosphate, Qil, Qil Shale, Gas, and Sodium on the Public Domain,"
hereinafter referred to as the act, which i3 made a part hersef, WITNESSETH:

SEC. 1. Purposes.—That the lessor in consideration of rents and royaltiss to be paid, and
the covenantis to be cbserved as herein set forth, does hereby grant and lease t¢ the lessee the
vxclusive right and privilege te drill for. umine, extract, remove, and dispose of all the oil and
gas deposits irn or under the following-described tract of land situated ir the
Mt. Poso Field, California, and @ore particularly desgribed as follows:

SEf Seec. 10, T. 27 5., R. 28 E., M.D.N.,

contaoining 160 acres,

together with tha right to construct and mnintain therasupon all works, buildinge, plants, waterways,
roads, telegraph or telephone lines, pipe lines, reservoirs, tanks, pumping stations, or other
strugtures aecessary to the full enjoyment thereof. for a pericd of twenty (20} years, with the
prefarential right in the lessee to renew this leass for successive -periods of ten (10) years. upon
such reasonable terms and ¢onditions as mav be prescribed by the lessar. unless otherwise providad
by law at the time of the expiraticnm of such perieds.
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sgQ. 2. 1In consideration of the foregoing. the lessee hersby agrees:

{a) Bopd.--Tc ‘uraish a bond with approved corporate suraty in the penal sum of 85,000, ¢ondi-
tioned upon compliance with the terms of the lease.

(b} Walls.—-To drill and produce only such wells on the leased land as are necessary to offset
drainage frob the leasshold through wells on sdjoining lands unless and until authorized ln writing
by the Sacretary of the Interier to drill or produce additional wells or unless directed by said
Secretary to drill and produce wells in number not greater than the number of 40-acre tracts or lois
smhraced in the lease; provided that, for each mosth during which less of royaliy occurs by reasca
of drainage from the leasehold through producing wells on adjelning lands or deposits not the
proparty of the United States or leased by the United States at lesser royally rates, and until ithe
drainage causing such loss shall have besn fully offset by producing wells on the leasenold, <nhe
1essee shall pay a sum estimated to reimburse the United States for current loss of royaliy through
drainage.

'c) Royalty and Rentg.—To pay the lesser in advance, CeginnIng witlh the date of the exevu—
tion of this leagse, o rental of cne dollar per acre per annum during +he continuance herecf, the
rental 3o paid for any one year o ke ¢redited on the reyalty for that year, togsther with a royalty
on all oil and gas produced from the land leased herein {except oil or gas used [or produstion
purpeses on said laad or unavoidably lost), as [ollowa:

{l) For all oil produced of 30° Baume or over: .
On that periioa of tle averags prudusilun per woll not osceeding 30 bar—

rels per day £o7 the calondar MOBLh. . 124 per cent
0n that portion of the average production per well of more than 20 bar=

rols and not more than 5¢ barrels per day for the calendar month...... 16% per cent.
On that portion Of LhE averaww production por well of moro than 30 bar-

rals and not mere than 100 barrels per day for the calendar ponth...... 20 per cent
On that portion of the average producticn per well of mo¥e than 100 bar-

rels and not more than 200 tarrels per day for the calsndar gonth. ... 25 par cent
Un that poriion or the average production pevr woll of mere than 200 bar=

rals per day for the calendar TOBLE. i e e e e 39% per went,

{2) For all oil produced of less than 30° Baums:

On that portion of the average produgtion per wall 1ot exceeding 20 bar-
rels per day for the calendar BODtRa . i e LRE per cent.
On that portien of the average production per well of core than 20 bar-

rely and net more than 50 barrel# per day for the calendar month.... ... 14 2/7 per ceat.
On that portion of the average producticn per well of more than 50 bar-

rels and not more than 100 barrels per day for the calendar goath......... 16% per cent.
On that portion of the average production per well of more than 100 bar-

rols and met more thaa 200 barrels par day for the calendar month..... 20 per cent.
Gn that portiom of the average production per wall of more than 200 bar-

rels per day for the calendar meath ettt reat s srenen e b e e 28 per cant,

only wells which have e commercial production during at least part of the month shall be con-
sidered in ascertaining the average productiecn above provided for; and the Segretary of the Intarior
shall determine what are commercially productive wells under this provision.
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i3] Cr gas and casing-head gasoline:

On gas, whether same stall be gas [rom which the casing-head gasoline his besn sxtracted
Gr otlhierwise, 128% per cent of the vwalue thejweofl Llu Lhe fileld where produced wners 1ne
average production per day for the caleadar month from the land leased is less than
3,000,000 cubic feet, and L6 per cent where the average caily production is 3,000,500
cibic feet or over.

on cesing-nead gasolinw, 1684% pur veal ul the value of the casing~-head gasoline aextracted
from the gas produced and =50ld, ¢owputed on the basis provided for in the c¢perating
regulations.

The value in the field wnere produced, of gas and casing-head gascline, for royaity pur=-
poses, uinluss SuLh gas ur Gasing-head gasullnw LS disposed of under an approved sales
sontract or other methed as provided in subdivizion (d) of thisz section, szhall be as
fixed by the Secretary of the Interior.

In cases where-the gas produced and sold has a value both for casing-head gasoline con-~
tent and as dry gas from which the casing—head gasvling Las bewn valractwed, then the
royalties above provided shall be paid on both of such values,

#hen paid in value, such royalties shall be due and payable monthly on the 15th of each calen—
dar menth following the coleadar moanth in whish preduced, to tho Negiater of the lond district in
which the land is.situated; when paid in Kind, such royalty oil shail b: delivered in tanks provided
by the lessee cn the premigses where produced, unless otherwise agreed to by the parties hersto, at
such times as may be required by the lessor: Provided, That the lessee shzll not he required te held
such reyalty oil in storage longer than thirty daye after the end of “ho calondar month in which
said oil is produced: Aund provided furthgr, That the said lessee shall Lo in no manner responsible
or heid liable for the loss or destructien of such oil in storage frem causps over whigch the lessee
has ne control; such royalties, whether in value o7 kind, shall be subject to redugtion whenever the
average taily production af any oil wall shall not excaad tan {10) barrels per day, if in the judg-
ment of the lesser the wells can not be successfully operated upon the reyalties fixed herein

{d) Salgs contracts.-=To flle with the Secretary ol the Intericr copies of all sales contracis
for the dispositien of oil and gas produced hereunder except for production purposes on the land
leased, and in the event the United States shall elect to take its royaltles in moaey instead of in
oil or gas, not to sell or otherwise dispose of the products of the land leaged excopt in agcordance
with a sales contract or other method first approved by the Secretary of the Interior.

(8) Monthly statements.—-Tc furnish menthly statessnts in detail in such form as may be pre-
zgribed by the lessor, showing the amount, quality, and -alus of all cil and gas praduced 2nd saved
during the preceding calendar amenth as the basis for computing the royalty due the lessor. The
leased premises and all wells, izprovemenis, maghinery, and fixtures thereon or connected therewith
and all books and accounts of the lessee shall be open at all times for the inspection of any duly
authorized officer of the departiment.

{{)- Plats and reporig.-—To furnish annually and at such tiges as the Secretary shall requirs
ia the manner and form prescribed by the Secretary of ithe Interior, a plat showing all develcopment
#och end inprovemanis ou the lelsed lands, and ather related information, with 2 repert as to all
buildings, structures, or other works placed in or upon said loased lands, accompanied by a report
in detail as to the stockholders. investment, depreciation, and gost of operation, together with a
gtatement as to the amount and grade of oil and gas produced and sold, and the azcunt received
therefor by operaticns hereunder

(g) Log of wellg.—~Tc keep a log in the form prescribed by the Secretary of all the wells
drilled by the lessee, showing the sirata and character of the ground passed through by the drill.

which log., or copy thereaf, shall be furnished to said lessor on demand.

(h) Diligehcg—Preventien of »asie-—Health and safety of workmgn.—To exercise reasonable
diligente in drilling and operating wells for the oil and gas on the lands covered hareby, while
such products can be zecured in paying quantities, unless consent to suspend cperations temporarily
is granted by the Secretary of the Interior; to carry on all operations hereunder in a good and
workmanlike manner in accordance with approved methods and practice, having due regard for the pre-
vanption of waste of oil or gas develcoped on the land, or the entrance of water through wells drilled
by the lessee to the oil sands or oil-bearing strata to the destruction or ipjury of %he oil
depssits, the preservation and conservatieon of the property for future productive operations, and
to the health znd safaty of workmen and ewployees: to plug securely any well bafore abandoning the
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saze sO as to ¢rfectually shut olf all water

N Srom otas oll or gas wearing strata; not to drill any
Tzt oof any of he cuter toundaries 9f thy lands covered hereby, unless the adjein-
ing lands have teea patented or the visie ihereto olherwise vested in private owners; 1o conducy all
jazning, driliing, and related productive operatiuns subject to the inspegtion of the lessor; to
sarry out at ¢xpanso of the lessee all reasonable orders and requirements of lessor relative to
prevention of waste, and preservation of th3 property and the health and safety of werkmen, and on
fzmiiv to do the lessor shall have the right to ernter on the property to repair damage or prs;

well witiin 202

veal wasty at ihe lessee's €63 to abide by and conform te¢ regulaticns in force at the time the
lease 135 granted covering «he matters referred to in this paragraph: Provided, That the Lessee shall
rot be held responsible for delays or casuaitles occasioned by causes beyond lessee's control

(i) Taxeg and wageg--Freedom of purghpse.--To pay when dus, all taxes lawlully assessed and
ievied under the laws of the Stats upon icprovements, oil, and gas produced from the lands herbuadsr
or other riphts, property, or assets ol the leszee; 10 accord all workmen and employees complete
freedom of purchase, and to pay all wages due workmen and employees at least twice each month in the
lawful money of ths United States.

{j) Beserved depgsiis.—To comply with all statutcry requireménts and regulations thereundsr
if the lands emoracer NerelnR Nave been Or Shall NBreartsr Be A1SPOSed Of UNCSTr the laws reserving o
the United Statss tha deposits of oil and gas therein, subject to such conditions as are or may
hsreaf:s" te provided by the laws reserving such ¢il or gas.

Assignment of lease.-=Net to assign ihis lease or any interest therein., nor sublet any
poruon CI the loased promlses, €Acopl witl the yguseul lu wriling of the Secretary of the Interior
first had and obtained,

(1} Deliver premises in cases of forfeiturs.——To deliver up the premises leased, with all
permanent iwprovements therson, 1o good order and condition in case of forfeiture of this leass; but
this shail not beo . construed to prevent the resmoval, alteration, or renewal of squipment and io=
provements in the ordinary course of operaticns.

SEC. 3. The lassor expressly reserves:

{a) Rightg reasgrved--Easements and rieghts of way.--The right to perait for joimt ¢r several use
sasements or rights of way, including casements in tunnels upoa, through, or in the lands leased,
occupisd, or used as may be necessary or appropriate to the working of the same or cof other lands
cootaining the depecito dosoribed in said act, and tho treatasnt and chipment of products thereofl by
or under authority of the Government, 1ts lessees or permittees, and for cther public purposes.

{b) Dispogition of surfage.--The right to lease, sell, or othsrwise dispose of the surface of
the land- asabraced within this iease undar existing law or laws hereaftsr snacted, in so far as said

surface in nat NGOAST for _the wee o the legse n the axtra tion and remcval ¢f the il and gas
39‘3’ Y¥1S reservation s ali not apg ¥y to ang lands herein
TOom IL

therein, ¥ 1bed title Yo nbjlch has pesse the ted States,
{cy nge 1ne§ ht+] qonvex g_ sagonable rares e right to require the lesses, 5 asslgneas

or bensficiary, if owner or operator of, or owner of a controlling interest in, any pipe line, or
any company ¢perating the same which may he operated accessibls to the oil derived from lands under
such lease, to accept and convey at reasomable rates and without discriminaticn the oil of the
Gevernment or of any ciiizen or company, unot the owner of any pipe line, cperating a lease or pur-
chasing oil or gas under the provisions of this act.

{dy Yongeoly and fair prices.~-Full powsr and authority 4o carry ouwt and enforcs all the proe
vistons of sectien 30 of the act to insure the sale of the production ¢f such lensed lands to the
United States arnd to the publlc at reasonsble prices. to prevent monopoly, and to safeguard the
public welfare.

{e) Heljum ~~Pursuant to saction 1 of the act. the lasser reserves the right to take all heliua
from any gas produced under this lease, bub the lessee shall not be required to extiract and save the
helium far the lessor; :n ¢ase the lessor elects to take the helium, the lessee shall dellver all
gas containing same, or portion thereaf desired, to the lessor in the manner required by the lessor,
for the axtraction of the helium in such plant or reduction works for that purpose as the lessor may
provide, whereupon the residue shall be returned to the lesses with no substantial delay in the
daljvery of gas produced from the well to the purchaser thereof: Provided, That the lessee shall not,
aas a result of the operation in this sectica provided for, suffer 2 diminution of value of the gas
from which the heliuvs has been extracted, or loss otherwise, for which the lessee is not reascnably
compensated, save for the value of the helium exiracted; the lessor further reserves the right to
erect, caintain, and operate any and all reduction works and other equipment necessary for the
extraction of helium on ihe premises leased.
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EC. 4. Surrender and termination 9f legse.--The leszes may, on consent of the Secretary of the
cntarior first had and obtained in writing, surrender and terzinate this lease upon payzent of all

rents, coyalties, and otler obllgations duw and yayable to the lossor, and upon poyZeat of all wages

and moneys dus and payable to the workmen employed by the lessee, and upon a satisfaclory shewing 2
t%s Secrotary that ihe public interest %ill not be impaired; but in no case shall such termination
ve effective unti. the lessee shall have zmade full provision for conservation and protection of the
properiy; upen like con3sent nod and vbiained the lesses may surrondor any logal subdiviaions of the
area included herein.

SEC. 5. Purchase of paterials, etg. . on termination cf leass.—Upen the expiration of this
leasa, or itne earlier vermination thereol purauant te tho last preceding section, the lessor cr
snother lessee may, if the lessor shall so elsct within six ronths from the termination of the lsase
purchase all materials. tocls, zashinery, appliances, structures, and equipment placed in or upon
the land by the lessee, and in use thereon as a necessary or useful part of an operating or produc=
ing plant, On tne paymeut te the legoeo of such sum 2% may bs fixed ag a reassnabla price tharefor
by & board of three appraisers, one of whom shall be chosen by the lessor, one by the lesses, and
the other by the two sa chosen; pending such election all equipment shall remain in normal position.
If the 165507, 9r another lesses, shall not, within six months, elect to purchase all or any part of
such watsrials, tools, machinery, appliances. structuras, and equipment. the lessee shall have the
right at any time, within npinely days, to¢ remove [rcm the premises all the materials, tcols, ma=-
chinery, appliances, structures, aad eaquinment Which the leeamr shkall wmd bame ol--d=2 .

STATE OF CALIFORNIA, ]
js&
County of Los Angeles .
O T 25th day of ._AUEUSE o AD. 1958 before me,
June Eddy . o Narary Public in and for the

said County and Stare, residing therein, duly commiskioned and sworn, pestonally appeared

e ¢, Hintze

known to me to be the
o Witness thereto, who being by me duly swaorn, deposes and sayn:

preson whose name ix subscribed to the within Instrument, a8
That..._he resides in

Loa angeles, Celifornis , and thar ¢ was present
&2‘ ww__ Conrtlandt Tawrepce personatly
P nown to RLM__[o be the vame person whost namr_,,....i.ﬁ_—.____,___.suburnbed to the
within and annexed Instrument, execurs and deliver the same, and—_he ukfgwkdgtd to said
affant that e executed the same: ond thar said affanc subscribed h name thereto

as ¢ Witness.

1N WITNESS WHEREOF. [ have hersunt my hand and effixed my official seai the day and
year in this cestificate first above whitten

Notary Public in_aad for faid Countr aud State.
s—WOoLCOTTS FORM 262 Wy Uoﬂ-m"‘"““ KIpLIeS . 9

ACKNQWL‘UGMENT-—WITN!‘
e eecmemwswss wewws se® S4SViivl UL aPPOIRIDENT. OF either bsfore or after he has

qualified, and during his coatinuance in office, and that no officer, agemt, or employes of the
Department of the Interior. shall be admitted tc any share or part in this lease or derive any bene-—
fit that may arise tharefrom; and the provisions of section 3741 of the Revised Statutes of the
United States. ond sections 114, 115, and 116 of the Codification of the Penal Laws of the United
States approved March 4, 1919 (35 Stat., 1109), relating to contracts, emter inte and form a part of
ihie lease so far as the sams may be applicable.

IN WITNESS WHEREQF THE UNITED STATES OF AMERICA,

oy Hootlliletin .
&iecratary of the Interiocr.)
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4. Sorrender and tersination of lgase.--The lessee may, on censent ¢f the Secretary of he

firgt had and obtained in writing, surrender and terminate this leass upon payment of all
cents, soyaliies, and other obligations due and payable t¢ the lessor, and upon payment of all wages
and moneys due and payable to the workmen employed by the lessee, and upon a satisfactory showing o
the Secretary that the public interest will not be lmpaired; but in no case shall such termination
be effective until tis lessee shall have made full provision for conservation and protection of the
proporty; u4pon liie consent had and abtained ths lessses may surrender any legal =subdivisions of ths
area included herein.

EC.

nigric

&

SEC. 5. Purchase of zaterials, sic.. on termination of lease.--Upon the expiration of ihis
lsasa, or tas earlior terminatien thereef pursuant te the last preceding section, the lessor or
another lessee may, if ihe lessor shall so elect within six months from the termination of ' :2 lease
purchase all materials, tcols, machinery, appliances, structures, and equipment placed in or upon
<he land by the lessee, and in use thereon as a necessary or useful part of an opsrating or preduc-
ing plant, on the payment to the lessee of such sum as may be fixed as a reasonable price therefor
by a poard of thres appraisers, ome of whom shall be chosen by the lessor, one by the lessee, and
the other by the two so chosen: peading such election all equipment shall remain in normal position.
If the lessor. or another lessee, shall net, within six months, ealect to purchase all or any part eof

such materials, to¢ls. machinery, appliances, structures, and equipment, the lessee shall have the
right at any time, within ninety days, t0 remove !rom the premises all the materials. tools, ma-

chinery, appliances, structures, and equipzment which the lessor shall not have elected to purchase,
save and except casing in wells apd other equipment or apparatus necessary for the preservation of
the weil or wells.

SEC., 6. Judicial procesdipgs in cage of default.—If the lessee shall fall to coaply with the
provisions of the act. or make default in the performance or observance of any cf the terms, cove-
nants, and stipulations hersef, or of the general regulations promulgated and in force at the date
nereof, and such default shall comtizue after servige of written notice thereof by the lesser, then
the lessor may institute appropriate judicial proceedings for the forfeiture and cancellatlon of
this lease in accordance with the provisions of section 31 of said act; but this provisicn shall not
be construed to prevent the exercise by the lessor of any legal or equitable remedy which the lessor
wight otherwise have, A waiver of amy partigular cause of forfeiture shall not preveant the cancela
lation and forfeiture of this lease for any cther cause of forfelture, or for the same cause Oc-
curring at any other time.

SEC. 7. Hejrs and guccessors in interest.——It is furthsr covenanted and agreed thai each obli-
gation hereundar shall extend to and be binding upon, and every benefit hersof shall inure to, the
heirs, executors, administrators, successors of, or assigns of the respective parties hereto.

SEC. 8. Unlawful interest.—It is also further agreed that no Member of or Delegate t¢ Congress.
or Resident Cozmissionsr, after his election or appointment, or either before cor after he has
qualified, and during his contisuamce in office, and that no officer, agemt, or employes of the
Department of the Iaterior, shall be admitted to any share or part in this lease or derive any bene—
£44 that Tay arise thevelron: and tha provisious of section 374l of the Revissd Statutes of the
United States, and sections 114, 115, and 116 of the Cedification of the Penal Laws of the United
States approved March 4, 1919 (35 Stat., 1108), relating io coniracts, enter iato and form a part of
this lease 30 far as the same may be applicable,

IN WITNESS WHEREQF THE UNITED STATES OF AMERICA,

@ocratary of the Interier.)

By ..

Witnesses to signature of— Cmdﬂm..{g f

At r .

(5)
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4208 T UNITED STATES !
May 1938 DEPARTMENT OF THE INTERIOR

GENERAL LAND OFFICE

Serisl Sacramento 019387

Lease of 0il and Gas Lands Under the Act of February 23, 1920, as Amended
Section 2 (a) of the Act of August 21, 1935
THIS, INDENTURE OF LEASE, entered into, in triplicate, as of the 2
aay or L rT3 ? , by snd beilween Lhe UNITED STATES OF AMERICA, party of
the fi part, hereinafter called the lessor, by the Secretary of the Interior,

and  Hlnublie Petroleum Company, 811 W. 7tb Street, Los Angeles, Califormia,

party of the ssoeond part, hereinafter called the locceo, under, purauyant, oand
subject to the terms and provisions of the act of Congress approved February
25, 1920 (41 Stat. 437), entitled "An Act toPromote the Mining of Coal, Phosphate,
011, 04l Shale, Gas, and Sodium on the Public Domain®, as amended, hereinafter
referred to as the Act. which is made a part hersof. WITNESSETH:

SEC. 1. Rights of Lessee.—That the lessor in consideration of rents and
royalties to be paid, and the conditions and covenants to be observed as herein
set forth, dces hereby grant and lease to the lessee the exclusive right and
privilege to drill for, mine, extract, remove, and dispose of all the oil and gas
deposits in or under the following-described tracts of land situated in the

Midway oil field , California,
and more particularly described as follows:

T. 32 8.y R, 23 E., M.DJMa, Bec. 7, NEL,

containing 160 acrss, more or less, together with the right ta construet
and maintain thersupen all works, bulldings, plants, waterways, roads, telegraph
or telephone lines, pipe lines, reservoirs, tanks, pumping stations, or other
structures necessary to the full enjoyment thereof, for a pepicd of tem
yoars, and so long theresafter as oil or gas is produced in paying quantities.

SEC. 2, In consideration of the foregoing, the lessee hereby agrees:

(a) Bond.—To furnish 3 K and main- !
tain at ail times therearter &8 required by the lesscr a bond in the penal sum
of $5,000 with approved corperate surety, or with deposit of United States bonds
as surety theroror. conditioned upon c¢omplisnce with the terms of this leaseyx

7




(b} Within 30 days of demand, to subscribe to and to operate under such
reasonable cooperative or unit plan for the development and operation of the
area, field or pool embracing the lands included herein as the Secretary of the
Intarior may datarmine to be practicable and necessary or advisable, which plan
shall adequately protest the rights of all parties in interest, including the
United States.

(¢) Wallg —{1) To drill and preduce all wells necossary to protect the
leased land from drainage by wells on lands not the property of the lessor or
lands of the United States leased at a lcwer royalty rate, or in lieu of any
part of such drilling and production, with the consent of the Secretary of the
Interior, to compensatse the lessor in full each month for the estimated loss of
royalty through drainage in tho amount determined under instructions of said
Secretary; {2) at the election of the lessee, to drill and produce other wells
in conformity with any system of well spacing or production allotments alfecting
the field or area in which the leased lands are situated, provided such syatem
ig authorized and sanctioned by applicable law or by the Secretary of the
Interior: and (3) promptly after due notice ip writing, to drill and produce .
such other wells as the Secretary of the Interior nay require to insure reason-
able diligence in the development and operation of the property.

(d} Rentals.—To pay the lessor in advance for each acre or fractio
thersof, a rental.

o chrwhyrarroathtocests oyl one dollar for sach lease Yyoar , FERIXRIRET T

SHEEOXTOXYIIYEERX the rental 50 paid for any ona lease year to be credited
on the royalty for that year: Provided, that if this lease is granted in.sx-

change for an oil and gas prospecting permit or pursuant itc an application for
2 prospecting permit filed after May 23, 1935, no rental shall be payabls for
the first two lease years unless valuable deposits of oil or gas are sconer
‘discoversd within the boundaries of the lease, but a rental of one dollar shall
be payable, as above provided, for each lease year beginning on or after such
discovery: And provided further, That when the Secretary of the Interior shall
direct or shall assent to suspension of cparations or of production of oil or
gas under this lease, after a valuable deposit of oil or gas shall have been
digcovered within the lands leased, any payment of acreage rental prescribed
herein likewise shall be suspended during such period of suspension of all
operations and production; and this lease shall not ha deemed to expire by
reason of suspension of prospecting, drilling, or production, pursuant to any
order or consent of the said Secretary.

(8) - Royslties.--To pay the lessor royalties, as follews, on the amount or
value of all production from the leased lands (except that poriion thereof used
for production purposes on said lands or unavoidably lost):

(1) When the price of oil used in computing royalty value is $1.00 or more
per barrel, the per ¢entum of royalty shall be as follows:

When the average production for the calendar month in barrels per woll per
day is

not over 50, the royalty shall be 12.5 percent;
cver 50 but not over &0, " " " " 13 "
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over 200 but not over 250, the royalty shall be 21 percent;
"

" 250 n " 300' " n "noon "
" 300 it n 350. " " " Lk { n
" 350 " n 400’ " " " " o4 "
" ant o " n 450, " " " LT3 "
n 450 " " n 500’ n " " LT n
n 500 " " n 750' " " " ooy I
L} 750 n n " 1000. " " " n 28 3]
L] 1000 - " " 1280, " 1t " L 1= "
" 1250 * t "o1500, n 1t n " oz0 it
n 1500 ¢ " " 2000 ) n " n L. 44 "
n 2000 Hn n L " 32 "

(2) When the price of oil used in computing royalty value is less than-
$1.00 per barrel, the per centum of royalty shall be the foregoing multiplied
by the ratic of said price to a price of $1.00 per barrel, provided, however,
that the per centum of royalty shall never be lesza than 12.5.

{3) 1If the United States shall take its royalty in oil, the price received
by the lessee, as well as that received by ths lessor shall be considered in
determining the price to govern ths per centum of royalty, unless both prices
are $1.00 or more per barrel.

(4) On gas, including inflammable gas, helium, carbon dioxide and all
other natural gases and mixtures thereof, and on natural or casing-head gagoelino
and other liquid products obtained from gas:

¥hen the average production of gas per well per day for the calendar month
dees not exceesd 5,000,000 cubic feet, 124 percent: and whan eaid production of-
gas exceeds 5,000,000 cublic feet, 16% percent of the esmount or value of the gas
and liquid products produced, said amount or value of such liquid products to be
net after an allowance for the cost of manufacture; Provided, That the allowance
for cost of manufacture may exceed two-thirds of the amount or value of any
product only on approval by the Secretary of the Interior, and that said value
of gas and of liquid products shall be as determinsd by said Secretary,

The average production per well per day for nil and for gas ghall he
determined under rules and regulations approved by the Secretary of the Intsrior.

(5) It is expressly agreed that the Secretary of the Interior may es—
tablish reasonable minimum prices for purpeses of computing royalty in value on
any or all oil, gas, natural gasoline and other liquid products obtained from
gas; and that in no case shall the price so established bs less than the esti—
wated reasonable value of the product, due consideraticn being given to the
highest price paid for a part or for a majority of production of like quality in

the same field, to the price received by the lessee, to posted prices and to
other relevant matters.

(6) When paid in valus, such rovaltiess on production shall be due and
payablemonthly on the last day of the calendar month next following the calendar
wonth in which produced. When paid in amount of production, such royalty
products shall be deliversd in merchantable condition on the premises where
produced without cost to lessor, unlass otherwisa agreed to by the. parties herete,
at such times, and in such tanks provided by the lessee as reasonably may be
required by the lessor:- Provided, That the lesses shall not be required to hold
such royalty oil or other liquid preducts in storage beyond the last day of the
calendar month next following the calendar month in which produced: And
provided further, That the lessse shall be in no manner responsible or held
liable for the loss or destruction of royalty oil or other liquid products in
storage from causes over which the lessee has no control.
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(7) Royalties, whether in amount or value of productiion, shall be sabject
to reduction whenever the average daily preoduction of the oil wells on the
entire leasehold or vo any tract or portion thereof segregated for royalty pur—
poses shall rnot exceed ten (10) barrels per well per day, or where the cost of
production of oil or gas is such as to render further production economically
impracticable, if in the judgment of the Secretary of the Interior the wells
can aot be successfully cporated upon the royaliies fixed herein.

) (£} Contracts for dispesal of products.—To file with the Federal oil and
gas supervisor or such other officer as the Secretary of ths Interior may
designate, copies of all controcta immediately upon excoution thereof, and full
inforwation as to all other arrangements for the disposal of o0il, gas, natural
gasoline and other products produced hereunder {except products used for pro-
duction purposes on the leased lands or unaveidably lost), and not to sell or
otherwise dispose of the produots of the land leased except in accordance with
a contract or other arrangement first approved by said officer, such approval to
be subject to review by the Secretary of the Interior but to be effective unless
and until revoked by said Secretary or his said subordinate.

(g) Mcnthly statements.—To furnish monthly statements in detail at such
time and in such form as may be prescribed by the lessor, showing the amount,
and quality of all oil, gas, natural gascoline and other substances produced
during the preceding calendar month and the amounts thereof used for production
pufposes on the leased lanrds or unavoidably lost, and tc furnish current records
and monthly statements of the amounts therecf scld or otherwise disposed of and
the proceeds therefrom.

(h) Payments.—-Unless ctherwise directed by the Secretary of the Interior,
to make rental, royalty or other payments to the lessor to the order of the
Commissioner, General Land Office, such payments to be tendered to the Federal
oil and gas supervisor of the district in which the leased land is situated.

(1) Inspection.-~To keep cpen at all reasonable times for the inspection
of any duly authorized officer of the Department, the leased premises and all
wells, improvements, machinary, and fixturas tharaon or connected therewith and
all books, accounts, maps, and records relative to operations and surveys or
investigations on the leased lands or under the lease.

{j) Plats and reports.-~To furnish at such timee and in the manner and
form prescribed by or on bshalf of the lessor, a plat showing all development
work and improvements on the leased lands, and other related information, with
a report as to all buildings, structures, or other works placed in or upon said
loased lands: and to report in detail when required ags ta the stockholders,
investment, depreciation, and cost of operation. and the amount, npature and
quality of products sold, and the amount received therefor.

(k) W®Well Records.--To keep a daily drilling record, a log and complete
information on all well surveys in form acceptable to or prescribed by or on
behalf of the lessor of all the wells drilled on the leased lands, and an ac-
cepteble record of all subsurface investigations affecting said lands, which
log, information, and recorda. or copiaa theraof, =shall he furnished ta tha
legsor a3 requested or required.

{1} Diligence.—Prevention of waste—Health and safeiy of w=zorkmen.—To
exarcises raasonabls diligence in drilling and producing the wells herein pro-
vided for unless consent to suspend operations temperarily is granted by the
Secretary of the Interior; to carry on all operations hereunder in a good and
workmanlike manner, in accordance with approved methods and praciice as provided
in the operating regulations, having due regard for the prevention of waste of
oil or gas developed or damage to deposits or fermatiens containing oil, gas, or
water or to coal measures or other mineral depositis, for cohservation of gas
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: -ehé}gy, for the preser .ion and conservation of the pé -erty for future pro=-

ductive operations, and for the healih and safety of workmen and employees; to
plug properly and effectively all wells befors abandoning the same; not to drill
any well within 200 feet of any of the outer boundaries of the lands coversd
hereby, unless the adjoining lands have been patented or the title thereto
otherwise vested in private owners; to carry out at expense of the lessee¢ all
reasonable orders of the lessor relative to the matters in this paragraph, and
that on failure of the lesses so0 to do the lessor shall have the right to enter
on the property and to actomplish the purpose of such orders at the lessee’s
cost: Provided, That the lessee shall not be held responsible for delays or
casualties occasioned by causes beyond lessee's control.

(m) Regulations.--To abide by and conform to any and all reasonable
regulations of the Secretary of the Interior now or hereafter in force, all of
which regulaiicns are made & part and condition of this lease: Provided, That
such regulations are not inconsistent with any express and specifi¢ provisions

hereof: and particularly that no regulations hersafter approved shall effect a
changes in the rate of royalty or annual rental herein specified without the

written consent of the parties to this lease.

(n) Taxes and wages — Fregdem ¢f Purchase.—To¢ pay when due, all taxes
lawfully assessed and lavied under the laxs of the State or the United States
upon improvements, oil, and gas produced from the lands hereundsr, or other
rights, property, or assets of the lessee; to accord all workmen and employees
complets freedom of purchase, and to pay all wagss dus WOTXRen and employees a
least twice each month in the lawful money of the United States. -

{o) Reserved depgsits.--To comply with all statutory requiraments{and‘
regulations thereunder, if the lands embraced herein nave been or shall here-
after be disposed of under the laws reserving to the United States the deposits
of o0il and gas therein, subject te such conditions as are or may hereafter be
provided by the laws reserving such cil or gas.

{p) Assignment of Lease.--Not to assign this lease or any interest therein
by an operating agreement or otherwise, nor to sublet any porticn of the leased

premises, except with the consent in writing of the Secretary of the Intsrier
first had and cbtained.

(q) Deliver premises in cases gf forfeiture.—To deliver up the premises
leased, with all permanent improvements thereon, in good order and conditlon in
case of forfeiture of this lease; but this shall not be gonstrued to prevent ihe
removal, alteration, or renewal of equipment and improvements in the ordinary
course of operations.

(r) Pipe lines to purchase or convey at reagonable raies and mithout
discrimiration.—If owner, or operator or owner of a controlling interest in any
pipe line or of any company operating the same which may be operated accessible
to the 0il or gas derived from lands under this lease, to accept and convey and,
if a purchaser of such products, to purchase at reasonable rates and witaouti
discrimination the oil or gas of the Government or of any citizen or company not
the owner of any pips line, oparating a lease or purchasing or selling oil, gas,
natural gascline or cther products under the provisions of the Act.

(s) Reserved or segregated lands.--If any of the land included in this
lease is embraced in a reservation or segregated for any particular purpose,
the lessee shall conduct operations thereunder in c¢onformity with such require-
ments as may be made by the Secretary of the Interior for the protection and use
of the land for the purpose for which it was reserved or segregated, so far as
may be consistent with the use of the land for the purposes of this lease, which
latter shall be regarded as the dominant use unless otherwise provided herein or
separately stipulated.

SEQC. 3. The lessor expressaly reserves:

{a) Rights reserved — Easements and rights gof ¥ay.—The Tight to permit
for joint or several use easements or rights of way, including easements in
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tunnels upcn, *hrough or in the lands leased, occupied, or used as may be neces-
sary or appropriate te the working of the same or of ather landa cantaining tha
deposits described in the Act, and the treatment and shipment of products thereof
by or under authority of the Government, its lessees or permittess, and for
other public purpcses.

(b) Disposition of surface.—The right t¢ leass, sell or otherwise dispose
of the surface of the lands embraced within this lease under existing law or
laws hersafter enacted, insofar as said surface is not necessary for the use of
the leszce in the extraction and removal of the oil and gas therein: Provided.
That this reservation shall not apply to any lands herein described, title to
which has passed ffom the United States.

(e} Monopsly and fair prices.—=Full power and authority to promulgate and
enforce all orders necessary to insure the sale of the production of the leased
lands to the United States and to the public at reasonable prices, to protact
the interests of the United States, 4o prevent monopoly, and to safeguard the
public welfare.

(4) Helium.~-Pursuant to section 1 of the Act, and section 1 of the Act
of Congress approved March 3, 1927 (44 Stat. 1387), as amended, the leszor re-
gerves the ownership and ihe right Lo extraci, under such tales and regulations
as shall be prescribed by the Secrotary of the Ianterior, helium from all gas
produced under this lease, but the lessee shall not be required to extract and
save the helium for the lessor; in case the lessor elects to take the helium the
lessee shall deliver all gas containing same. or portion thereof desired. to the
lessor at any point on the leased premises in the manner required by the lesser,
for the extraction of the helium in such plant or reduction works for thatipur-
pose as the lessor may provide, whereupon the residue shall be returned to the
lemmae with no substantial delay in the delivery of gas produced from the well
to the purchaser thersof: FProvided, That the lessee¢ shall not, as a result of
the operation in this paragraph provided for, suffer a diminution of value of
the gas from which the helium has been extracted, or 1oss ctherwise, for which
the lessas is nat reasonably compensated. save for the value of the helium ex-
tracted; the lessor further reserves the right to erect, maintain, and operate
any and all reducticn works and other equipment necessary for the extractlon of
helium on the premises leased.

(e) Taking of Rovalties.—All righis pursuant to section 36 of the Act to
take royalties in amount or in value of production,

() Casing.——All rights pursuant to ssection 40 of the Act. teo purchase
casing and lease or operate valuable water wells.

SEC. 4. Drilling and producing restricticng.——It is covenanted and agreed
that the rates of prospecting and developing and the quantity and rate of pro-
duction from the lands covered by this lease shall be subject to control in the
public interest by the Secretary of the Interior, and in the exsrcise of his
judgment the Secretary may take into consideration, among other things, Federal
laws. State laws, and regulations issued thereunder. or lawful agreements among
operators regulating either drilling or production, or both,

SEC. 5. Surrender and termination of lease.—~The lessee may, on consent
of the Secretary of the Interior. first had and cbtained in writing, surrender
and terminate this lease upon payment of all rents, royalties, and other obliga=-
tions due and payable to the lessor, and upon payment of all wages and moneys
due and payable to the workmen employed by the lessee, and upen a satisfactory
showing to the Secratary that the public interest will not be impaired; but in
no case shall such termination be effective until the lessee shall have made
full provision for conservation and protection of the property; upon like con-
sent had and obtained the lessee may surrender any legal subdivisioas of the
area included herain.

SEC. 6. Purchese of materials, etc., on termination of leage.—Upon the
expiration of this lease, or the eariier termination thereof pursuant to the
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last preceding section, ‘the lesgor or another lessee may, if the lessor shall
o elect within three gonths from the termination of the lease purchaze all
materials, tools, machinery. appliances, siructures, and equipment placed in or
upon the land by the lesses, and in use therson as a necessary or useful part
of an operating or producing plant, on the payment to the lesses of such sum as
ray be fixed as a reascnable price therefor by a board of three appraisers, one
of wham shall be chosen by the lessor, ome by the lessee, and the other by the
two so chosen; pending such election all eguipment shall remain in normal posi-
tion, If the lessor, or another lessee, shall not within <hree months, elect
to purchase zll or any part of zuch materials, tools, rmachinery, applliances,
structures and equipment, the lessee shall have the right at any time, within a
pericd of ninety days, to remove from the premises all the materials, tools,
machinery, appliances, structures, and equipment which the lessor shall not have
elected to purchase, save and except ¢asing in wells and other egulpument or ap-—
paratus necessary for the preservation of the well or wells. Any materials,
tools, machinery, appliances, structures, and eguipment including casing in or
out of wells on the leassd lands shall hecome the property of the lessor on
expiraticn of the peried of ninety days above referred to or such cxtension
thersof as may be granted on account of adverse climatic conditiomns throughout
said period.

SEC. 7. Proceedings in gase of default.--If the lessce skall fail +to
comply with the provisions of the Act, or make default in the performance or
observance of any of the terms, covenants, and stipulations hereof and such
default shall -ontinue for a period of 30 days after service of written notice
thereof by the lessor, ihe lease cay be canceled by ths Secretary of the
Interior in accordance with section 17 of the Act, as amended, and all ma=-
terials, tools, machinery, appliances, structures, equipment and wells shall
thereupon become the preperty of the lsssor, except that if said lease was
earned as a preference rignt pursuant Lo scobion 14 of the Aot or oovors lande
known to contzin valuable deposits of oil or gas, the lease may be canceled only
by judicial proceedings in the manmer provided in sectien 31 of the Act; but
this provision shall not be construed to prevent the exercise by the lessor of
any legal or equitable remedy which ihe lessor might otherwise have. A waiver
of aay particular cause of forfeiture shall not prevent the cancellation and
forfeiture of this leass for any other cause of forfeiture, or for the same
cause ococurring at any other time.

SEC. 8. Heirs apd sugcessors in interest.—It is further covenanted and
agreed that each cbligation hereunder shall extend to and be binding upon, and
every benefit hereof shall inure to, the heirs, exscutors, administraters, suc-
ram=nra. or assigns of the respectlve parties hersto.

SEC., 9. Unlawful interest.——It is also further agreed that no Member of,or
Delegate to Congress, or Resident Commissioner, after his election or appoint-
ment, or either befere or after he has qualified, and during his continuance
in office, and that no officer, agent, or employee of the Department of the
Interior, shall be admitted teo any share or part in this lsase or derive any

bepefit that may arise therefrom; and the provisions of section 374l of the

| Revised Statutes of the United States, ond gections 1ll4. 115, and 116 of the

: Codification of the Penal Laws of the United States approved March 4, 1919

(35 Stat., 1109), relating to contracts, enter into and form a part of this

lease so far as the same may be applicable.

IN WITNESS WHEREOF
THE UNITED STATES OF AMERICA

i e
Secretary of the Interior

REPUBLIC PETROLEUM, COMPANY

Preaident.

Secretary and

................. B et
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¢ last preceding sectlon, the lessor or ancther lessee ray, if the lessor shall
$0 eloact within three months from the termination of the lease purchase all
materials, tools, machinery, appliances, structures, and eguipment placed in or
upon the land by the lessee, and in use thereon as a necessary or useful part
of an operating or producing plant, on the payment to ihe lessee of such sum as
ray be fixed as a reasonable price therefor by a beard of three appraisers, one
of whom shall be chosen by the lessor, one by the lessee, and the cthsr by the
two so chosen; pending such election all equipnent shall remain in normal pogi-
tion. If the lessor, or another lessee, shall not. within three months, elect
to purchase all or any part of such materials, tools, machinery. appliances,
structures and equipment, the lessee shall have the right at any time, within a
period of ninety days, to remove from the premises zll the materials, tools,
nmachinery, appliances, structures, and équipment which the lessor shall not have
elected to purchase, save and except casing in wells and other equipment or ap=
paratus necessary ror the preservation of the well or wells. Any wmaterials,
tools, machinery, appliances, structures, and equipment iacluding casing in or
out of wells on the leased lands shall become the property of the lessor on
expiration of the period of ninety days above referred to or such extension

thersof as way be granted on account ¢f adverse climatic conditions throughout
said period.

SEC. 7. Proceedings in cage of default.—If the lesses shall fail to.
comply wilh ihe provisions or the Act, or make default in the performance or
observance of any of the terms, ¢everants, and stipulations hersof and such
default shall continue for 2 peried of 30 days after service of written notice
thereof by the lessor, the leass may be canceled by the Secretary of the
Interier in accurdange with Section 17 of the Act, as amended, and all pa-
terials, tcols, machinery, appliances, structures, equipment and wells skall
thersupen become the property of the lessor, except that if said lease wag
earned as a preference right pursuant 1o section 14 of the Act or covers lands
known 10 conialn valuable depoSits of oil or gas, the lease may be canceled oniy
by judicial proceedings in the manner provided in section 31 of the Act; but
this provision shall not be construed to prevent the exercise by the lessor of
any legal or equitable remedy which the lessor might otherwise have. A waiver
of any particular vause of forfeiture shall not prevent the cancellation and
forfeiture of this lease for any other cause of forfeiture, or rfor the same
cause occurring at any other time,

SEC. 8. Heirs and guggessors in interest.—-It is furthsr covenanted and
agreed that each obligation hereunder shall extend to and be binding upon, and
every benefit hereof shall inure to, the heirs, executors, administrators, suc-

cessors, or assigns of the respective parties hersto.

State of Talifornia,
-, COUNTY OF LOS ANGELES '

Dn tbig..m,,lS,t,,,........‘..._ day of December ,AD, 19....:2? before me,
..MARTE TREAIS ... . .. ...

blic in and for the said County and State, persomally appeared
Cy-Go-SPICER

known to me to be the
President, apd m.............. G0 . Ba KNQX known to me to be the
s.mc.;“y?g BT e T PR TROLEGH COMBARY

the Corporation that exscated the within Instrument, known to me to be the persons who
executed the within Instrument, on behalf of the Corporation herein named, and acknowl-
edged to me that such Corporation executed the same.

In {Witness mbzfﬁﬂf, [ have hereunto set my hand and affixed my official seal

the day and year in this certificate first above written.

A g.'h\:) M‘

i P¥otary Public ' and for said County and State, _
ACKNOWLEDGMENT—CORPM.—PRES. & SEC., L.A.CO ~WOLCGTTS FoRM 223, BT, TH STATIONZRY COMPANY
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vy Y * UNITED STATES SR
' DEPARTMENT OF THE INTERIOR P
GENERAL LAND OFFICE o
Serial ..Sagramento 021593 T~
Section 2(a) Zxchange. — -,

Lease of Oil and Gas Lands Under the Act of February 25, 1920, sa ;ﬁénded

THIS INDENTURE OF LEASE, entered into, in triplicate, as of the 1st day of April, 1944,
by and between the UNITED STATES OF AMERICA, party of the first part, hereinafter called the
lessor, by the Secretary of the Interior, and Petrolia Corporation, 1680 North Vina Street,

. Los Angeles 28, California,
party of the second part, hereinafter called the lessee, under, pursuant, and subject to the terms and
provisions of the act of Congress approved February 25, 1920 (41 Stat, 437), entitled “An Act to Pro-
mote the Mining of Coal, Phosphate, Oil, Oil Shale, Gas, and Sodium on the Public Domain,” as amended,
hereinaiter referred to as the Act, which is made & part hereof, WITNESSETH :

SECTION 1. Rights of lessee—That the lessor, in consideration of rents and rovalties to be paid, and
the conditions and covenanta to be observed as herein set forth, does hereby grant and lease to the lessee
the exclusive right and privilege to drill for, mine, extract, remove, and dispose of all the oil and gas
deposits in or under the following-described tracts of land situated in the Midway

fleld, undefined, California,
and more particularly described as follows:

T. 31 S.y Re 22 Es, M.D.M., California,
sec. 21, E4NEiSE%, EAWANEiSEL,

X
X
X
X

containing 30 acres, more or less, together with the right to cons%ruct and maintain there-
upon all works, buildings, plants, waterways, roads, telegraph or telephone lines, pipa lines, reservnirs,
tanks, pumping stations, or other structures necessary to the full enjoyment thereof, for a period of

ten years, and so long thereaffer as oil or gas is produced in paying quantities; subject to
any unit agreement heretofore or hereafter approved by the Secretary.of the Interior, the provisions of

said agreement to govern to the extent of the lands subject thereto whege inconsistencies with the terms
of this lease oeccur.

SEC. 2. In consideration of the foregoing, the lessee hereby agrees:

{a) Bong.—To furnish prior to beginning of drilling operations and maintain at all times there-
after as required by the lessor a bond in the penal sum of $5,000 with approved corporate surety, or
with deposit of United Statea bonds as surcty therefor, conditioned upon compliance with the terms of
this lease; and, until such bond is furnished, to submit and maintain a bond in the sum of $1,000 with
acceptable surety, similarly conditioned. The requirement made herein for the filing of a $1,000 bond
ahatl apply only in those cases in which a bond is required by law for the protection of the owners of
surface rights. In all other cases the $1,000 bond must be filed not less than 90 days before the due
date of the next unpaid snnual rental, but this requirement may be successively dispensed with by mals
ing payment of successive annual rental not less than 90 days prior to its due date. In the abaence
of the payment of the rental in advance as herein authorized, the requirement for the filing of the bond
within the time prescribed must be complied with strictly, and upon the failure of the lessee to comply
therewith the lease ghali be subject to cancelation by the Secretary in accordance with the provisions
of the leage and the Act of Fobruary 25, 1920 (41 Stat. 437), as amended by the Act of August 21, 1935
(49 Stat. 674). Nothing herein contained shall operate to relieve the lessee from the obligation to
furnish a $5,000 general lease bond prior to beginning drilling operations. .

(b) Cooperative or unit plan.—Within 30 days of demand, or if the land is within an approved unit
plan, in the event such plan is terminated prier to the expiration of this lease, within 30 days of demand
made thereafter, to subscribe to and to operate under such reasonable cooperative or unit plaa for the
development and operation of the area, field, or pool embracing the lands included herein as the Secre-
tary of the Interior may determine to be practicable and necessary or advisable, which plan shall ade-
quately protect the rights of all parties in interest, including the United States.

(¢} Wells: (1) To drill and preduce all wells necessary to protect the leased land from drainage by
wells on lands not the property of the lessor or lands of the United States leased at a lower royalty rate,
or in lieu of any part of such drilling and production, with the consent of the Secretary of the Interior,
to compensate the lessor in full each month for the estimated loss of royalty through drainage in the
amount determined under instructions of said Secretary; (2) at the election of the lessee, to drill and
produce other wells in conformity with any aystem of well spacing or production allotmenta affecting
the field or area in which the leased lands are situated, provided such system is authorized and sanc-
tioned by applicable law or by the Secretary of the Interior; and (3) promptly after due notice in wntmf,
to drill and produce such other wells as the Secretary of the Interior may require to insure reasonable
diligence in the development and operation of the property. -
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" (d) Rentals.—To pay thelessor in advance on the first day of the month in whic i

rental of 50 cents for each acre or fraction thereof for the first lease year, and a rental cl)]f t2h58c]§§-ts: ng'?:cg
subsequent lease year beginning prior to discovery of a valuable deposit of oil or gas within the limits of
the geological structure on which all or part of the leased lands are situated : Provided, That if thislease is
granted under section 17 of the act, as amended, for lands not within any known geologic structure of &
productive oil or gas field, no rental ig required for the second and third lease years unless a valuable
deposit of oil or gas is sooner discovered: Provided further, That if this lease is granted in exchange for
an oil and gas prospecting permit or pursuant to an application for a prospecting permit filed after May
23, 1935, no rental shall be payable for the first two lease years unless valuable deposits of oil or gas are
socner discovered within the boundaries of the lease, but a rental of 25 cents shall be paid for the third
and each gucceeding lease year beginning prior to diseovery of a valuable deposit of oil or gas within the
limits of the geologic structure on which ail or part of the leased lands are situated: Provided further,
That for each lease year beginning on or after discovery a rental of $1 per acre or fraction thereof shail
be paid, the rental so paid for any one lease year to be credited on the royalty for that year: And provided
further, That when the Secretary of the Interior shall direct or shall assent to suspension of operations or
of production of oil or ga9 under this lease, after a valuabkle deposit of oil or gas shall have been discov-
ered within the jands leased, any payment of acreage rental prescribed herein likewise shall be suspended
during such period of suspension of all operations and production; and this lease shall not be deemed to
expire by reason of suspension of proapecting, drilling, or production, pursuant to any order or consent
of the said Secretary.

(e) Royalties.—To pay the lessor royalties, as follows, on the amount or value of all production
from the leased lands (except that portion thereof used for production purposes on said lands or
unavoidably lost) :

(1) When the price of oil used in computing royalty value is $1 or more per barrel, the centum
of royalty shall be as follows: ' per

When the average production for the calendar month in barrels per well per day is

not over 60, the royalty shall be 12.5 percent;
over 50 but net over €0, “ “ “ “ 18 “
i 60 “ “ 13 70’ [ " & 1] 14 L1
1] 70 “ @ “ 80, “ (13 & il 15 &
& 80 4 < i 90’ &“° &“° #“ i 16 4
" 90 i * 113 110, i is “ [} 17 [
o 110 [t} o [ 130' ik i L i 18 o
& 130 i it i* 150' " o A * 19 (1]
] 150 “ i [ 200‘ al it " " 20 "
i“" 200 “ 1 " 250, “ 113 i & 21 (1
& 250 4 " i 300’ al [ 4H i 22 "
& 300 &’ “ o 350’ i “ “ L 23 L)
4§ 350 ] 113 11 400’ [ " (1] i 24 "
a3 400 &4 " " 450’ i " 13 " 25 4"
o 450 i [ " 500’ i " " " 26 ik
[ 500 [{3 “ i 750' " 4" " “ 27 3
[ 750 " i i 1,000, o g i “* 28 it
& 1’000 ir ad a“ 1,250' 13 114 " i€ 29 4
[1} 1,250 i (13 [ 1'500' il o &“ [ 30 "
L4 1’500 13 “ 13 2'000' 13 it 13 1] 31 ]
1] 2'000 (13 13 & [ 32 13

(2} When the price of oil used in computing royalty value is less than $1 per barrel, the per centum
of royalty shall be the forgoing multiplied by the ratio of said price to a price of $1 per barrel: Provided,
however, That the per centum of royalty shall never be less than 12.5.

(3) If the United States shall take its royalty in oil, the price received by the lessee, as well as
that received by the lessor shall be considered in determining the price to govern the per centum of
royalty, unless both prices are $1 or more per barrel,

(4) On gag, including inflammable gas, helium, carbon dioxide and all other natural gases and mix-
tures thereof, and on natural or casing-head gasoline and other liquid products chtained from gas:

When the average production of gas per well per day for the calendar month does not exceed
5,000,000 cubic feet, 1214 percent; and when said production of gas exceeds 5,000,000 cubic feet, 1624 per-
cent of the amount or value of the gas and liquid products produced, said amount or value of such liquid
products o be net after an allowance for the cost of manufacture: Provided, That the allowance for cost
of manufacture may exceed two-thirds of the amount or value of any product orly on approval by the
E;c;lrestary &i;y the Interior, and that said value of gas and of liquid products shall be as determined by

ecretary.

The average production per well per day for oil and for gas shall be detéermined under rules and
regulations approved by the Secretary of the Interior.

(5) It is expressly agreed that the Secretary of the Interior may establish reasonable minimum
prices for purposes of computing rovalty in value on any or all oil. gas, natural gasoling. and other liquid
products obtained from gas; and that in no case shall the price so estzblished be less than the estimated
reasonable value of the product, due consideration being given to the highest price paid for a part or for
& majority of production of like quality in the same field, to the price received by the lessee, to posted
prices and to other relevant matters. L1050
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'(6) When pald in value, such royalties on production shall be due and payable monthly on the last
day of the calendar month next following the calendar month in which produced. When paid in amount
of production, such royalty products shall be delivered in merchantable condition on the premises where
produced without cost to lessor, unless otherwise agreed to by the parties hereto, at such timeg and in
such tanks provided by the lessee as reasonably may be required by the lessor: Provided, That the lessee
shall not be required to hold such royalty oil or other liquid products in storage beyond the last day of
the calendar month next following the calendar month in which produced: And provided further, That
the lessee shall ba in no manner responsible or held liable for the loss or destruction of royalty oil or
other liguid products in storage from causes over which the lessee has no control.

(7) Royalties, whether in amount or value of production, shall be subject to reduction whenever
the average daily production of the oil wells on the entire Jeasehold or on any tract or portion thereof
segregated for royvalty puposes shall not exceed ten (10) barreis per well per day, or where the cost
of production of oil or gas is such as to render further production economically impracticable, if in the

judgment of the Secretary of the Interior the wells cannot be successfully operated upon the royaities
fixed herein,

{f) Contracts for disposal of products.—To file with the Federal oil and gas supervisor or such
other officer as the Secretary of the Interior may designate, copies of all contracts immediately .upon
execution thereof, and full information as to all other arrangements for the disposal of ofl, gas, natural
gasoline, and other products produced hereunder (except products used for production purposea on the
leased lands or unavoidably lost), and not to sell or otherwise dispose of the products of the land leased
except in accordance with a contract or other arrangement first approved by said officer, such approval
to be subject to review by the Secretary of the Interior but to be effective uniess and until revoked by
said Secretary or his said subordinate.

() Monthly staiements.—To furnish monthly statements in detail at such time and in such form
a3 may be prescribed by the lessor, showing the amount and quality of all oil, gas, natural gasoline, and
other substances produced during the preceding caiendar month and the amounts thereof used for pro-
duction purposes on the leased lands or unavoidably lost, and to furnish current records and monthly
statements of tha amounts thereof sold or otherwise disposed of and the proceeds therefrom.

{h) Payments.—Unless otherwise directed by the Secretary of the Interior, to make rental, royalty,
or other payments to the lessor, to the order of the Treasurer of the United Statea, such payments to
be tendered to the Register of the district land office in which the lands are located or to the Commis-

1sim:er of the General Land Office if there is no district land office in the State in which the lands are
ocated.

(£) Inspection.—To keep open at all reasonable times for the inspection of any duly authorized
officer of the Department, the leased premises and ali wells, improvements, machinery, and
thereon or connected therewith, and all books, acegunts, maps, and records relative to operations and
surveys or investigations on the leased lands or under the lease.

(7) Plats and reports~To furnish af such times and in the manner and form prescribed by or on
behalf of the lessor, a plat showing all development work and improvements on the leased lands, and
other related information, with a report as to all buildings, structures, or other works placed in or upon
said leased lands; and to report in detail when required as to the stockholders, investment, depreciation,
iﬂgecfost of operation, and the amount, nature, and quality of products sold, and the amount received

or. :

(k) Well records.—To keep a daily drilling record, a log, and complete information on all well sur-
veys in form acceptabie to or prescribed by or on behalf of the lessor of all the wells drilled on the leased
lands, and an acceptable record of all subsurface investigations affecting said lands, which log, infor-
mation, and records, or copies thereof, shall be furnished to the lessor as requested or required,

(1) Diligence—Prevention of waste—Health and safety of workmen.~To exercise reasonable dili-
gence in drilling and producing the wells herein provided for unless consent to suspend operations tem-
porarily is granted by the Secretary of the Interior ; to carry on all operations hereunder in a good and
workmanlike manner, in accordance with approved methods and practice as provided in the operating
regulations, having due regard for the prevention of waste of oil or gas developed ¢or damagae to deposits
or formations containing oil, gas, or water or to coal measures or other mineral deposits, for conserva-
tion of gas energy, for the preservation and conservation of the property for future productive opera-
tions, and for the health and safety of workmen and employees; to plug properly and effectively ail wells
hefore abandoning the same; not to drill any well within 200 feet of any of the outer boundaries of the
lands covered hereby, unless the adjoining lands have been patented or the title thereto otherwise vested
in, private owners; to carry out at expense of the lessee all reasonable orders of the lessor relative to the
matters in this paragraph, and that on failure ¢of the lessee 50 t0 d¢ the lessor shall have the right 1o
enter on the property and to accomplish the purpose of such orders at the lessee's cost: Provided, That
the lesaee shall not be held responsible for delays or casualties occasioned by causes beyond lessee’scontrol.

{m) Regulations.—~To abide by and conform to any and all reasonable regulations of the Secretary
of the Interior now or hereafter in force, all of which regulations are made & part and condition of this
lease: Provided, That such regulations are not inconsistent with any express and specific provisicns
hereof ; and particularly that no regulations hereafter approved shall effect a change in the rate of royalty
or annual rental herein specified without the wiitten consent of the parties to this lease.

. (n) Taxes and wages—Freedom of purchase—To pay when due, all taxes lawfully assessed and
levied under the laws of the State or the United States upon improvements, oil, and gas produced from
the lands hereunder, or other rights, property, or assets of the lessee; to accord all workmen and employees
eomplets freedom of purchase, and to pay all wages due workmen and employees at least twice each
month in the lawful money of the United StatesThe lessee whall not discriminata against lo—LsEs
any employee or applicant for emplnymentm,
he.ed‘&e of race, creed, eolor, or national //
oﬂllfl.. and shall require an idemtical a. '4/ A 2
-3 Pprovigion 10 be included in all subcontracts, L~
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Q(n). Reserved deposita—To—comply with'all statu requirements and regulations thereunder, if
the lands embraced herein have been or shall hereafter be disposed of under the laws reserving to the
United States the deposits of oil and gas therein, subject to such conditions as are or may hereafter be
provided by-the laws reserving such oil or gas.

(p) Assignment of ol and gus lease or interest therewn.—Not to assign. this lease, or any interest therein,
whether by operating agreement, working or royalty interest, or otherwise, nor to sublet any portion of the
leased premises, except with the consent in writing of the Secretary of the Interior. All assignments must
be submitted in triplicate within 30 days from the date of execution and must contain ail of the terms and
conditions agreed upon by the parties thereto. If the consideration expressed in the agreement fails to
describe the true consideration, an accompaning affidavit must be submitted stating the consideration in fuil.
The affidavit will be treated as confidential and not for public inspection. No assignment of any kind will
be recognized as valid which, exclusive of the royalty payable to the United States, shall create overriding
royalty interests in the lease aggregating in excess of 5 per cent, Furthermore, no assignments providing

for other payments out of production whick constitute a burden upon lease operations prejudicial to the
interests of the United States will be approved,

(q) Deliver premises in cases of forfeiture—To deliver up the premises leased, with all perma-
nent improvements thereon, in good order and condition in case of forfeiture of this lease; but this ghall
not be construed to prevent the removal, alteration, or renewal of equipment and improvements in the
ordinary course of opcrationa,

{r) Pipe lines to purchase or convey at reasonable rates and without discrimination.—If owner,
or operator, or owner of a controlling interest in any pipe line or of any company operating the same
which may be operated accessible to the oil or gas derived from lands under this iease, to accept and
convey and, if a purchaser of such products, to purchase at reasonable rates and without discrimination
the oil or gas of the Government or of any citizen or company not the owner of any pipe line, operating a
lease or purchasing or selling oil, gas, natural gasoline, or other products under the provisions of the Act.

(8) Reserved or segregated lands.—If any of the land included in this lease is embraced in a reser-
vation or segregated for any particular purpose, the lessee shall conduct operations thereunder in con-
formity with such requirements as may be made by the Secretary of the Interior for the protection and
use of the land for the purpose for which it was reserved or segregated, so far as may be consistent with
the use of the land for the purposes of this lease, which latter shail be regarded as the dominant use unless
otherwise provided herein or separately stipulated.

Sec. 3. The lessor expressly reserves:

(a) Rights reserved—Easements and rights-of-way.—The right to permit for joint or several use
easements or rights-of-way, including easements in tunnels upon, through or in the lands leased, occupied,
or used as may be necessary or appropriate to the working of the same or of other lands containing the
denosits described in the Act, and the treatment and shipment of products thereof by or under authority
of the Government, its lessees or permittees, and for other public purposes.

(&) Disposition of surface.~~The right to lease, sell, or otherwise dispose of the surface of the lands
embraced within this lease under existing iaw or laws hereafter enacted, insofar as said surface is not
necessary for the use of the lessee in the extraction and removal of the o1l and gas therein: Provided,
ITJm:ed théa:a rt:ervation shall not apply to any lands herein described, title to which has passed from the

ni X

(¢) Monopoly and fair prices.—Full power and authority to &romu]gaﬁe and enforce all orders
necessary to insure the sale of the production of the leased lands to the United States and to the public
at reasonable prices, to protect the intercsts of the United States, to prevent monopoly, and to safeguard
the public welfare,

(d) Helium—Pursuant to section 1 of the Act, and section 1 of the Act of Congress approved March
3, 1927 (44 Stat. 1387), as amended, the lessor reserves the ownership and the right to extract, under
such rules and regulations as shall he preseribed by the Secretary of the Interior, helium from all gas
produced under this lease, but the lessee shall not be required to extract and save the helium for the
lessor; in case the lessor elects to take the helium the lessee shall deliver all gas containing same, or
portion thereof desired, to the lessor at any point on the leased premises in the manner required by the
lessor, for the extraction of the helium in such plant or reduction works for that purpose as the lessor
may provide, whereupon the residue shall be returned to the lessee with no substantial delay in the
delivery of gas produced from the well to the purchaser thereof: Provided, That the lessee shall not, as a
result of the operation in this paragraph provided for, suffer a diminution of value of the gas from which
the helium has been extracted, or loss otherwise, for which the lessee is not reasonably compensated, save
for the value of the helium extracted; the lessor further reserves the right to erect, maintain, and operate
iamnd all reduction works and other equipment necessary for the extraction of helium on the premises
eased.

(e) Taking of royaliies.—All rights pursuant to section 36 of the Act, to take royalties in amount
or in value of production. -

(/) Casing.—Al rights pursuant to section 40 of the Act, to purchase casing and lcase or operate
valuable water wells,

SEC, 4. Drilling and producing restrictions.—It is covenanted and agreed that the rate of prospect-
ing and developing and the quantity and rate of production from the lands covered by this lease shall be
subject to control in the public interest by the Secretary of the Interior, and in the cxcreisc of his judg-
ment the Secretary may take into consideration, among other things, Federal laws, State laws, and regu-
lations issued thereunder, or lawful agreements among operators regulating either drilling or production,

or both,
1—10aE-1
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SEC. 5. Swrrender and te. mination of ‘lease.—~The lessce may, on consent of the Sceretary of the
Interior, first had and obtained in writing, surrender.and terminate this lease upon payment of all rents,
royalties, and other obligations due and payable to the lessor, and upon payment of all wages and moneys
due and payable to the workmen employed by the lessee, and upon a satisfactory showing to the Secretary
that the public interest will not be impaired; but in no case shall such termination be effective until the
lessee ahall have made full provision for conservation and protection of the property; upon like consent
had and obtained the lessee may surrender any legal subdivisions of the area included herein.

SEC. 6. Purchase of materials, ete., on termination of lease.—Upon the expiration of this lease, or the
earlier termination thereof pursuant to the last preceding section, the lessor or anocther lessee may, if the
lessor shall so elect within 3 months from the termination of the lease, purchase all materials, tools,
machinery, appliances, structures, and equipment placed in or upon the land by the lessee, and in use
thereon as a necessary or useful part of an operating or producing plant, on the payment to the lessee of
such sum as may be fixed as a reasonable price therefor by a board of three appraisers, one of whom shall
be chosen by the lessor, one by the lessee, and the other by the two so chosen; pending such election all
equipment shall remain in normal position. 1f the lessor, or another lessee, shail not within 3 months
elect to purchase all or any part of such materials, tools, machinery, appliances, structures, and equip-
ment, the lessee shall have the right at any time, within a period of 90 days, to remove from the premises
all the materials, tools, machinery, appliances, structures, and equipment which the lessor shall not have
elected to purchase, save and except casing in wells and other equipment or apparatus necessary for the
proservation of the well or wells. Any materials, tools, machinery, appliances. structures, and equip-
ment, including casing in or out of weils on the leased lands, shall become the property of the lessor on
expiration of the period of 90 days above referred to or such extension thereof as may be granted on
account of adverse climatic conditions throughout said period.

SE¢, 7. Proceedings in ease of default.—If the lessee shall fail ta eomply with the provisions of the
Act, or make default in the performance or observance of any of the terms, covenants, and stipulations
hereof and such default shall continue for a period of 30 days after service of written notice thereof by
the lessor, tha lease may be canceled by the Secretary of the Interior in accordance with section 17 of the
Act, s amended, and all materials, tools, machinery, appliances, structures, equipment, and wells shall
thereupon hacome the property of the lessor, excent that if said lease was earned as a preference right
pursuant to section 14 of the Act or covers lands known to contain valuable deposits of oil or gas, the
lease may be canceled only by judicial preceedings in the manner provided in section 81 of the Act; but
this provision shall not be construed to prevent the exercise by the lessor of any legal or equitable remedy
which the lessor might otherwise have, = A waiver of any particular cause of forfeiture ghall not prevent
tha eancelation and forfeiture of this lease for any other cause of forfeiture, or for the same cause occur-
ring at any other time.

SEC. 8. Heirs and sticceasors in interest.—It is further covenanted and agreed that each obligation
hereunder shall extend to and be binding upon, and every benefit hereof shall inure to, the heirs, execu-
tors, administrators, successors, or assigns of the respective parties hereto.

SEc. 9. Unlawful interest.—It is also further agreed that no Member of, or Delegate to, Congress,
or Resident Commissioner, after his election or appointment, or either before or after he has qualified, and
during his continuance in office, and that no officer, agent, or empioyee of the Department of the Interior,
shall be admitted to any share or part in this lease or derive any benefit that may arise therefrom; and
the provisions of section 8741 of the Revised Statutes of the United States, and settions 114, 115, and 116
of the Codifieation of the Penal Laws of the United States approved March 4, 1909 (35 Stat. 1109}, relat-
ing to contracts, enter into and form a part of this lease so far as the same may be applicable.

FEB -5 1945 THE UNITED STATES OF ZERIC'A,
By é‘—“‘l‘ -Z p

Assistant Seeratar of the Interior.

InN WITNE3S WIEREOF:

Witness to signaturesf—
G. A, Holtz and 0. N. Normandin

PETROLIA CORPORATION
By Bt~ Frrespenry

geles, Cal. gryﬁ A /%-m.‘a..&; .55(4?57&?)/ :

NAvna .
740 South Breadway,flos angeles, Cal.

W COVERRMENT PRINTING SSTIEE  1E—IRMEE
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UNITED STATES .,
X
DEPARTMENT OF THE INTERIQR  OFfiee —IT Toisc
BUREAU OF LAND MANAGEMENT Seriay MM 02953

FONCOMPETITIVE
LEASE OF OIL AND GAS LANDS UNDER THE ACT OF .
FEBRUARY 26, 1920, AS AMENDED

THIS INDENTURE OF LEASE. entered inte, in triplicate, as of ths M 1 ]952
day of by and between the UNITED BTATES OF AMERICA, thrsugh the
Bureouy of Land Management, party of ths firat part, and Raagan H. Ia

P. 0. Box 1

Widland, Texas
party of the assond part, hersinafter called the lesses, under, pursuant, and

subjeot ta the terms and provisions of thr ast of February 28, 1520 (41 Stat. 437,
as agendsd, hersioafter referred to as the act, and to all reascoabls regulationa
of the Ssorstary of the Interior now or hersafter in fores whea not incensiatent
with any express and spescific provisions hersin, which sre made a part hereef,
WITRESSETH! X

SECTION 1. Rights of Lesses.—That the lesser, in consideration .of rents and
royslties to be paid, and the conditions and covenants te be cbesrved as-hersin se%
forth, does hereby grant and lsase tc the lesses the exdlusive right and prtvilesu\-—
10 4rill for, mioe, extract, remove, and dispoas of all the eil and gas deposits
sxowpt helium gas ia or under the roun_un;-duortbod tracts of laod situated Liwxkhx

Xtwplxiacx
T, 22 B., Ry 30 X., X.M.P.M., New Haxtion
See. 15, ﬁ‘/
’
e,
2s,.
26, W, srl-J
T 2 .0. Rs 51 B., N.I-!'.I.. New Mexico
fess 31, t
=
x
z
=
x
x

centaining 2561.&& acres, more or lems, togethsr with the right to doostruct and
maintain thereupon all worka, buildings, plants, waterwars, roads, telegraph eor
telephaons lines. pipe lines, reservoirs, tanks, pumping stations, or other strus=-
tures nssessary to the full snjoyment thsrwef, for a period of § years, and 80 long
thereafier as oil or gas i3 produced in paying quantities: subjeet to any unit
agresment heretofors or hereafter approved by the Geeretary of ths Iaterier, the

previsions of said agrsement to govern the 1ands subjeot thereto where ineonsistene
oles with the terms of this lease egour.

SEC. 2. In conaideration of the foregoing, tho losses hereby agroest

(a) DJopdg.=(i) %9 maintain sny bond furnished by the lessses as & conditlon
for the issuancs of this lassa. (3) IT the lease is issued oousoempetitively, 1o
furnish a bosd io & sum doubls the amount of the §1 per sors acoual reotal, but oot
less than §1,000 nor more than $5,000, upen the inclusica of any part of the leased
land vithin the geologic structurs of & producing oil or ¢as fisid. (3) To furaish
prior ts beginning of drilling operations and maintain at l}l,tinll thareafter as
required by the lesmer & bond in the pepal sum of $8,000 with approved corporats
surety, or with deposit of United States bonds a3 sursty thersfor, denditionsd upex
complisnce with the terms of this lease, unless a bomd in that ameunt i3 slready

being maintained or unless sush a bond furnished by an approved cperater of the
leanse is accepted, '

"
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Until & general leass bond l3 Tiled a nonoompatitive lessee will .be Taduirad'td
furpish and maintoin & bond 1n the pennl sum of not lsso than §1,000 in those cases

in whigh & bond 13 required b
rights. In all other oased ¥

must be filed for complianse with the le
the dus date of the next unpaid annual rental, but this requirement may be succes-
sively dispensed with by payment of each successive agnual reotal net less than 50
dmym prior to its due date.

(b} {ooperative or upit plag.—Fit
within an spproved uait plan, in the svent such a plan ia terminated prior to the

expiration of this leass,

and t0 operate

under such reasonabls coo

y lar for the protection of the ownera cof surfase
here a bond is not otherwvise required, a $1,000 bdond

ase obligations not less ihan 90 days berore

hin 30 days of demand, or if the land 13

within 30 days of demand made thereaftsr, to subseribe to

perative or unit plas for the desvelopment

and operation of the ares, fisld, or pool, or part thersof, embrascing the landa
inoludsd hersin aa the Seorotary of the

neaessary or advisable, whioh plati"shall adequately protsot the rights of ell

parties ia intersst, imngluding ths United States.

(0) Wells.—i{1)

Interior may determine to ba praoticablo and

To drill and produce sll wells necessary to protect th;
lsased land from drainage by wells on 1

ands not the property of the lesser or lands
of the United States leassd at a

lower royalty rats, or in lieu of any part of sugh

drilling and preduoties, with the consent of the Diregter of the Jeoclogical Survey,
to compensats the lessser in full esch meath for the estimatsd loss of roya.ty

through drolnage in the amount determined under instruotions of sajid Secretary; (2)
at the slesotion of the lessws, te drill

amy ayatem of well spaeing or pra

whioh the lease

and produge other wells ia cenformity with

duatien mllotments affecting the filsld or orea lo

d lapds are situsted, which 18 suthorized and sanotloned by appil-

oable law or by the Seoretary of the Interior; and (3) promptly after dus notice in
writing to drill and produde suoh other
require to insure diligence io the devel

wells s the Secretary of the Interior may
opument and operations of the property. .

{4} Rentals and royaltiss.—(1] Te pay the.rentals and royalties set out in
royalty scheduls attached hereto and made a part hereof.

the rental and

(2) It 1is e:ﬁroluly agreed that the Ssoretary of the Interior mar establish

reasonsble mini

sul valuss for purposss o

naturel gasaline, and other produats obt

f gomputing royaliy oo any or all oil, gas,
ained from gas: dus consideration being

given ta the highest price paid for a part or for a majority of .production of like

quality in the

same fiesld, to the priocse

ta other relsvant satters and, vhensver

to be heard.

(5) TWhea
sonthly on the

regeived by the lesses, to posted prioces and
appropriate, after potice and opportunity

paid in valus, sueh royaltles ca production shall be dus and payable

laat day of the calendar

which preduced. When psid in amount of
delivered in merchantable condition on the preminss where produced without cost to
stherwise agresd to by the parties herete, at auoh times and in such
by the leases a8 reasonably may be requirsd by the lessor, but in ne
1essse bs reguired to hold such royalty oil or other produsts in

ihe last day of ths oalendar month next following the calepdar month

_ lsmseor, unless
"tapks provided
ocase shall the
storage beyend

in which produced.

or destruotien

mooth next following the oalendar mentn in
produstion, such royalty predusts snall e

The lesses Bhall not be responsible or held 1iable for the losa

of roymity oil or other preduots in starage from causes over whiah
he haa no comtrol.

{4) Royalties shall be subjeot i
portion thereof segrogated for royalty purpcass 1f the Segretary of the Interier
lsase osnnot be fuccessfully operatsd upon the royaltiss fized

finds that the

hersin, or that

gas or promots

(e} Com

conaervetion.

roﬁnctlon on the satirs leasehold or on any

such action will engourege the grestest ultizate reacvery of oil or

tracts for dispesal of produgts.-——fot to 281l or otherwise dlaspose of

oll, gas, natural gasoline,
with & contraat or othar arrangssent 4
cal Survey or his repreaentative,

and other products of the lease sxaept io accordancd
irat approved by the Director of the Geologi~-
such spproval to be subjset to revisw by the

Segretary of the Interior but to be effeotive uniess and until reveked by the Secre-
tary or the approving officer, and to fils with such officer all contreotd or full
to ether lrrqn;ol-ntl for such sales.

infermation-as

¢
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{(f) Statomants, plats, and reporti.—At such times and in suoh form as the

lsssor may presoribe, te rurnish detaile
of all produots removed and sold from the
amount3 used for preducticn p
work ond improvements on ihe

investment, depreciation, and oosta.

urposes or unavoidably loat:
leased lands and & repert with respect to stoakholders,

d stotements showing the amounts and guality
lease, the prooeeds therefrom, and the

a plat showing development

(g} Well rogords.—To0 keep o daily drilling record, a log, and complete
well surveys and tests in foram acosptable to or prescribed by the

information on &ll

lessor of Oll wells drillad an the
subsurface investigationa sffeating sa

thersof to the lessor when requiroed.

thy 1

duly authorized offiger o
{zprovements, machinery,

leased land3, and an acgeptmble record of all
id lands, and to furnish them, or coples

,—=To kaep cpen &% all reasonable times for the inspection of any

¢ the Dapartment, the leased premises ond all wells,
end fixturea therson and all books, accountd, maps, and

regords relative to operations and surveys or investigations on the lenssd iands o

under tha lease.

(4} Paymentg.~—lnless othervise

maks rental, royalty, ¢
of the United States, such paysenia

1and office in the

district in wvhigh the lands

Pureau of Land Managemesat if there is
the landa are loaated.

(1) Diligense—Treventien of wvapte—

reasonable diligenae in dri

copssnt to suspend
operations in aqeo
eperatizg regulati

or damage to deposits or

rdanc

dirlutid‘by the Seorstary

p other payments to the lessor, to the order of the

of the Iaterier, to
Treasurer’

to be tendered to the manager of the district
are logavsd or ¢ the Dirsctor of the

ae distriot land office ia the State in which

Health and sgfety of worimen.—To exercise
1l1ing and producing the wells herein
-operationa temporarily is granted by ihe

provided for unleas

lasser:; %o carry on all
e with approved methods and prastice as provided in the

ans, having dues regard for the preventlon of vaste of oil or gas

tormations cantaining oil, gas, or water or to coal

measurss or other mineral deposits, for conservation of gas energy, for ihe projer-

vation and conservation of the
the health and gafety of vorkzen and

wells before aband
able orders of the

railure of the lssses 80
property and to aceomplish the
Provided, that the lesses shall not be

oning the

sape! %o OATry out at expense

property for future productive cperations, and faor
smployess; to plug properly and effeotively all
of the lessee all reason-

lessor relative to the matters in this paragraph, and that on

oceasioned by caumes beyond lesses's aoontrol.

(x) 2
fully assessed and
improvemesnts, oil,
property, or asset

treedom of purehase,

veoh month in ths

1

to do the lesser shall have the right to enter on the
purposs of such orders at the lessee's coatt
held Tesponsible for delays or casualtlce

va Freedom of purchass.—To pay when dus, all taxes levw-
levied under the laws of the Gtats or the United Statss upan

and gas produced from the

8 of the lesses; to

iavful money of the

and to psy all vages du

lands hersunder, or other rights,

acoord all workmen and employees cogplets

United States.

s werkmen and smployess at least twiae

= sn.—HNot to diseriminats against any saployes or applicant
for employment because of racd, oresd, color, or naticnal origia, and to require an
identical provision to be ineluded in

(m}) A 17} of 0l

‘days from. the date of final exsoutiocn auy inst

or any intarsat th

interests, dpsrating agresments and

ersin,

sffeet upon its final approval by the

rirst day-of the lease month fellowing the

(o) PB4 i

or-of any oompany

gaz-derived from lands under this

o8 t9 chAase oT ¢

sush produgts, toapurohass at Pvesona

gas of the Qovernmsut or-o¢f anmy oitissn or company no
- - ' ‘ L -

all suboontraots.

se or intersst therein.——To f£ile ‘within %0

rument of transfer mada of this leass,
{hgluding assignments of record title,
subleanes Or Approv

working or rovalty

al, such lostrument to take

Dirsctor, Buresu of Land Managemsnt, as of the

dats of f£iling io the proper land offies.

onve al remsonable rote3 and withoyt diserims
ingtion.——if owner, or operator, or vwner of & gomtrelling inte

operating the same whiol may be operated acce
lease, to acoept and o

ble rates-and without diserimination the.eil or

-~ -

rest in any pipe line
asible te the oil or

onvey and, if's purchaser of

¢ the-ovner-ofvmny pipe liae,

ST e
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ép-rntlns s lease or purchasing or ﬁelling oil, gas, natural gasoline,  or ather

preducts under the provisions of ihe act.

(o) Reserved depositg.—70 comply with all statutery requirementy and regula-
tions thersundsr, if the Li&nds embraced herein have besn or shall hereafter be
disposed of under the laws reserving to the United States the deposits of oil and
gas therein, subjeot tg suoh oconditions as are or may hereafter be provided by the
lays reserving suoh ollL or ERa.

(p) Reserved or segregated 1mnds.—If any of the land inaluded in thia loass
{3 embraced in & reservation or segregsted for any partigular purposs, to condugt
operations therounder in cenfermity with such requirements as may be made by the
Diregtor, Bureau of Land Managsment, for the protecticn and use of the land far the
purpose for whioh it was ressrved or Segregated, so far as may be goneistent with
ihe use of the land fer the purposs af this lsase, whigh latter shall e regardsd as
the deminant usa unless otherwise provided herein or separately stipulated.

{q) Overriding royaltios,—T7o 1imit tho obligation to pay overriding royalties
or payments out of production in excess of § peraent to periocds during which the

average produstien per well per day i3 more than 15 barrels oo an entire lsasehold or
any pari of the arsa thersof or aoy rone Segregated for the uomputation of royaltliss.

(r) Deliver pramises in oases of rerfeiture.—To dellver up the premiiss
lsased, with all psrmansnt izprovemsnts thereon, in good order and condition in case
of forfeiturs of this lease) but this shall pot be conatirued 1o prevsot the romevsl,

altsratien, or renswal of sguipaent and improvemsnis in the ordinary ocourss of
aperations.

2

""'gge. 3, The lessor expressly Teservedt

{a} Rights reperved—3a3sments and gxggtl-vt-vaz.-rhc right to pormit for
joint or geveral use eassments or rights=of=-way, ineluding sasements in tunnels
upen, through, OrF ig the lands loased, occcuplied, or usad a3 pAY be necedsary or
appropriate to the working of the same or of other landa containing the deposits
desoribed in the act, and the treatmsnt and shipwent of preduets thereof by or under
authority of the Joverpment, 1ts lesseen or permitises, and for other publioc purposes.

(b) Dispesition of surface.—The right to lesse, sell, or othervise dispose of |
the surfmae of any of the lands embraced within this lease which are cwned by the
United States under existing law or lavs hersaiter enacted, insofar as said surface

{a not necsasary for the uss of the lessse in the extraction and removal of thw oil
and gas therein.

Jea) !ggggg;x_ggg_gggg_ggiggg.-—Pull powsr and authority to promulgats and

snforcs 8ll ordera neoessary to ipsure the sale of ths produgtion of the lsased

1ands to the United States and to the public at reasonabls prices, to protsst the
{interests of the United States, to prevent monopoly, and to safeguard the public

welfare. R

(4) Hslium,——Pursuant to segtion 1 of the aoct, and msatisn 1 of the aot of

Maroh 3, 1927 {44 5tat. 1387}, as asended, the cwnerahip and the right to extract

helium from all gas prodused under thia leass, subjeoct to suoch rules and regulationa

as shall be presoribed by the Searetary.of the Interior. In case the leasor sledtis

to taxe the helium the leassee ahall dsliver sll gas containing Sams, or partion

thersof desired, to the lessor at any point on the leased premisss in the wamer

required by the .lessor, far the exiraction of the helium in such plent or reduotien

werks for that purposse as the lessor may pravids, whereupon the residus shall de

raturned to the lessse with no substantial delsy in the delivery of gas produced from o
the well to the purchaasr \hereor: The lessee shall not suffer a diminution of o
value of the gos from whigh the helium has been extractsd, or loss othervise, for ()
whigh he i3 net reasonably compenaated, save for the value of the helium extracted. for]
The lessor further reserves the right to oreot, maintain, and opsrate any and all =

redugtion works and other squlpmsnt necessary for the extrsation ef helium on the
premiges leased, ’

(a) ;g;iﬁg_g;_;g;g;;;;g.——Al; rights pursusnt to seetion 38 of the ast, to
take royaities in smeunt oF in value og.prtductton. e

-




4-213 .
{Decembdr 1949)

{f) Zasipg.=—All rights pursuant to geetion 40 of the act to purchase casing
and lease or cperate valuable watar wells,

(g) Zissionable wmateriglsa.—Pursuant to the provisions of the act of August 1,
1948 (Public Law 6688, 79th Cangrass) all uranium, therium, or other material which
has been or may hereafter be determined to be nsculiarly sssential to the production
of fissiecnable materials, whether or not of conmereial valus, togethsr with the
right of the United States through its authori:ed agents or representativos at any
time to enter upon the land and prospeat fer, nine and remove the same, making just
gompensatica for any damage or injury occasionod theredy.

SEC. 4. D B gns.—It 18 oovenantsd and agraed that
the rate of prospeating and developing and the quantity and rete of produation from
the lands covered by this lesse shall be saubhjsct to centrel in the publiec interest
by the Secrstary of the Interior, and in the exercise of his judgment the Jecretaery
oay take into consideraticn, ameng other things, Federal laws, State laws, and regu-
1ations issusd thersunder, or lawful agreements smong operators rsgulating sither
drilling or production, or beth. After unitization, the Searetary of ths interior,
or moy persoa, committes, or State or Federal offlcar or agenoy 8¢ authorized in the
unit plan, zay alter or medify from time to time, the rate of prospecting and devel-
opment and the quantity and rate of production from the lands covered by thia lease.

SEC. 5. 8 ina logse.—The leasss may surrendsr this
1sase or any legal subdivisien thersof by £1ling in the proper land offioes a written
relinquishment, io triplioate, whioh shall be effeative as of the date of filing
subjeat to the comtinued obligation of the lesses and his surety to make payment of
all acgrusd rentels apd royalties and te placs ail wells on the land to be relin-
quished in comdition for suspsnalon or abandonmest in acoordande with the regulations
and the terms of the lease, to be socompanied by a statsment that all wages and

moneys dus and payable to the warkmen employed on the land relinquished have bsen I
paid.

SIC. 8. Purchage of materials, ete., on termination of lsase.—Upon the expi-
ration of this leass, or the earlisr termination therecl pursuent to the loat pre-—
ceding seotion, the lessor or anmcther lessse may, if the lessor shall ao eleot
within 3 moatha from the termipation of ths laass, purchaas all materiala, tools,
mashinery, appilanaoes, struotures, and squipment placed in or upon the land by the
1pgmee, 0nd in ume thereon as & NOCessary or ussful part of an operating or produg-
ing plant, on the payment to the lsssss of such sum a8 may be fixed as a reasonablie
pries therefor by a beard of thres appraisers, oos of whom shall be chosen by the
lessor, ons by the leasee, and the other by the two S0 chosen; pending such elsctloo
all esquipment shall resain in normal position. If the lessor, or another lesaase,
shall not within 3 months elsat to purchase all or any part of suoh materials,
taels, machinery, appliances, astructures, and equipment, the lesses shall have the
right at any time, withino a pericd or 90 daya thereafter to remave from the premises
all the material, tools, maghinery, appliances, struotures, and equipsent which the

oquipment or apparatus negessary for the preservation of the well or wells. Any
paterials, tools, mashinery, appliances, siTustures, and squipment, ineluding cssing
in or out of wells on the leased lands, shall become the property of the lesser, oo
_expiration of the pericd of 50 daya above referred to or such extensico thereof as
may be granted on asccount of adverss climetio conditions throughout said periocd.

SBC. 7. T dings in omse of defsult.—If ths lesses shall net seomply with
any of ths provisiona of the aot or the reguletiions thersunder or sake default 1in
tihe performance or observance of any of the termss, covenanis, and stipulatisns
herasf and suah default shall continus for a psried of 30 4ays after ssrvies of
written notios thereef by the lesser, the leass may pe. cancelwq by she Searstary of
the Interior in accordance with ssetion 31 of the act, as amsnded, and sll mate-
rials, tools, machinery, appliances, struotures, squipment, and wells shall thers-
upon become the property of the leassor, except that if said lease cevers lamds known
10 cootain valusble depesits of oil or gas, ihe lease may be canceled saly by
judieial proceedings in the manner provided in ssotioo 31 of the aet: but this pro-
vision shall not bs construed %o prevent the sxeruise by the lesser of amy legal or
squitable remedy vhioh the lessor.might othervise have. A waiver of sy particular

[ ]
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lessor shall not have slscted to purchass, save and except casing in weils and other
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gauge of forfeiture phall not pravbnt the cansellation and forfelture of tnié lenae
for any other cause of forfeiture, or for the same ¢BusSe ocourring at any other time.

SEC. 8. Heirs and guccessors in interssi.—Iit is further covenantad and agreed
that each oblligation horeunder shall extend to and be binding upcn, and every
benefit hereof shall inure to¢, the heira, sxesoutors, administratora, suggessors, or
assigns of the respeotive partiss hereto.

SEC. 9. Vnlawful intersst.—It i8 also further pgreed that no Member of, or
Delsgate Lo, Congress, or Residant Commissionor, ofter nis elsction or appointment,
or sithsr bafors or after he has qualified, and during his contiouance ia office,
and that no offiger. ageat, or employee of the Department of ths Intsrior, shall be
adaitted to any share orf part in this lease or derive any bemefit that may arise
thepefrom; and the provisions of gsction 374l of the Revised Statutss of the United
States, and geationsd 431, 432, 8nd 433, title 18, Uaited 5States Code, relating to
aontracts, entem 1R%o apd form a part of thia laass 80 tar as tha same may be
applicable.

I¥ WITHESS WHEREOT!

THE UNITED STATES OF AMERICA.
'

By APR™ 4 1953

3 o .
witnesses t0 aignature o

OCRNM



Sohedule "A"
FENTALS AND ROTALTIED

Rentals==Ta pay ths lesssor in advyanoce on the firs day of the month in
whioh the losse,.issues & remtsl at the follawing ratesa:

(a) If the lands are wholly outalde the known geclogia struatura
of a produsing oil or ges fields

(1) For the first lesse year, m rental of 50 0eats per more.
(2) For the second apnd third lease ;.P.ll'l, oo rental,
(3) For the fourth and fifth years, 25 ocents par acre.

" (4)» . Por the sixth and each suocesding year, S0 cants per
b aorg,

(%) On lewnes wholly or partly within the geologio struoture of &
Produsipg oil or gas flsld,

(1) Deginoing with the first lomse year after 30 days' noties
that all or part of the land is insluded in sush a strueture
and for esch year thereafter, prier tc e discovery of oil
or gas on the londs herein, §1 per nore.

(2) On the lands committsd to an approved oooperative or unit
plan whieh ipoludes a well capable of predusing oil or goa
and oontains & generel provision for alloeation of produc-
tlon, for the lands not within the participating ares an
anpual rental of 50 cents per more for ths first and each
suposeding lomse year following discovery.

Minimm royalty--To pay the lessor in lieu of rental at the expiratiern
of eash lomse year after discovery a minimum royslty of §1 per aore or, i
there is production, the difference matweon the motual royulty paid during
the year and the presoribed minimum royslty af ¢l per aere, provided thal rn

unitized leases, the mimimum royalty shall bo pppable only on the partioipating
agreage.

Roymlty on produoticne=~To pay the lessor 12} percent royslty on the
preduction removed or gold from the leased lands.

Tha average produstica per well per day for oil and for gas shall be
determined pursuant to 30 CFR, Part 221, "01l sad Oas Operaviag Regulations.”

1n determining the amount or wnlue of gas and 1iquid produocts preduced,
the amount or valus shall be meb after an allownnoe or the ocost of smpufas-
wre. The Allowanoe for coab of maoufacturs may exoesd two~thirds ol the
amount or value of any produot only on spproval by the Seoretary of the lnoterior
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Form Mo, 4110
e Ramen

Sows. it} UNITED STATES Hrerks Sres cis. 4 ANML
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT =

029201

Semsl No.

OFFER TO LEASE AND LEASE FOR OIL AND GAS

(See. 17 Noncompetitive 5-Year Public Domain Lease) Reeeint No

THIS OFFER MAY BE REJECTED AND RETURNED TO THE OFFEROR AND W
iF IT IS NOT PRCPERLY FILLED IN AND EXECUTED'OR IF ITISNOT ACCO

FITTPOE . R,

ILL AFFORD THE OFFEROR 8O PRIORITY

MPANIED i UMEN
OR PAYMENTS. SEE ITEM 9 OF CENERAL INSTRUCTIONS BYTHE REQUIREDDOLUMENTS
(Fill la oa & i7pewtiter o pral plainit IS 10k aad aign is ink) . . ) _ .
- M - O - - "
- h I : -
. s _De E. Protz '?/5'//1/ o2
Kama) '4 PLEASE-NOTIFE THE
SIGNING OFFICER,OF
_ng_;&f%dQEﬁ&i______ ANT CEANGE OK ADDNTSL
(3]
: —Carlsbad, New Mexico ° R
- “Uiny wnd laier St o

berwey ofers w0 leaws ol or anv of the lands deserined (n item 7 that are aviliable (u_;lnn-. pursuant and subject t.
mh'm“r: olmthn ":lmth?:?m“" ». 01‘_9‘2:‘(41: Stat. 437. 30 U. 8. C. sec. 1811, a3 aniended, herewisd ter referrea lo‘ u,m .:n.‘.h:u::.:;‘:::g&f:
htnm.g:meh s . .aoen. urz - tAnor how or hereailer 1n {oree. woan not lnconsauent With any =xpiess aodg FRCCINE Provisiwng

% Land requested 1 Land inel-d.ed in lease

(Mg Lo be Hited 18 B Olleres]
New hbxico Rddy Yew “exico Zady
e \Cuunty) ‘ (Stale} T s
T.— 2l Sar_ 241 NMP.  Meridien T 21 . & g2l .S, 'I¥P Merulian

. See. 30: E
Sec. 30t 27, Lots 1,2,5,4, ThWE |
{a11)

Tatal Ares ..63&015 e Acres -

fual Arew .. 3200 Acres Tental memined $. 15000

& Undarvigoed certifies ws (ollows:
(9) Ofaror 0 & ¢itizan of the Upited States. Native born Yaa Naturalized
enuty (speedy whas kind):

— Corpatstion or other legal

b) Offetor's intaresta direct and indirect 1o o and Tas iewses a10 sopiications or ofers therefor including shis offer do not ctoeed
44.080 charsesbis acres 15 tha same State, or 100.000 charzmmom acres In AlRikA. ¢ Offeror ScCepLs RS & DArt of thiu loase, to Lo
exnt s stiptiations provuied for in 43 CFR 1118, d) Offeror w 21 voars of sue or aver {or if & corporstun or otRar
egBl autity, 18 duiy quaiified as snown by statoments made o roferred to hereint. .¢) Otfaror nas deseribed sil survevea lanns oy
:depl SULAIVISIONS And unaurveyed landa Ly mates sl bounds. 3nd furthet states LYkl LheMe Are Do metilers i suxirveyca isads

AL hatein.

4. Offeror's nigrature to this offer shall also constitita oiferor's signacure tu, and sccoptance of. this ichne SILi ADY AMendment thetets
that may cover aby ladd doesenbed 10 cthis offer onen 10 lesss anueatiol atL the Line tha ufer waa Gled but omitied from s icar
for any resson, or ire 1o, or of, sy ieass {or suen land. The offoror {iirther agrees that ia) toua
offer cansot be withdrawn, mither in whule of In part, uniess the mthdrewsd is reevived bY the [and oifics hefare this jesse. wn anienas

meNnt L0 thus lease, or & SEDATALC lears. WRichever covers the land desenbed tn fhe wikhdrawsl, has been signad 10 behadl of Lhe
Unitad States, ana (b} this offer and lease shall appiy oniy ta

jaiuis not within & hiown geowome strirceure of & producing ou or gus
Gaid at the tithe the offer is hied.

T. If this lease form doem nat eontain aid of the terma and conditions of the icase form in efect as the dste of Aling, the odarr further
sgTems Lo ba bound by the tartma and conditiona ennisined in that form.

8 It is bersby cerviflad that the stataments mads hervin are compiets s currcet to Lhe bost 0f oferor's‘kAuwictdge and heliel and sre
mads 10 good {aith,

IN WITNEXS WHEREOF, Offarot has duly this shin . 20tH day ot ..Qotobap. 958
v Py TESg R

Y, PO TN Pela BXe 18 e . 7Y ot
/-\ \ (FemRisisad Santa Pe, N.M. s '/

{Nome s o drem) {Lowste sirmasmrs)

This lease for the lande deseribed in itern 3 above i harcby isved. siibjeet Lo the p){riﬁiom ol the offer and on the raveme nuic iwreof.

.. NOV 12 THE UNITED STATES OF AMERICA
Rorqq " 1951 ) - ' y 7
@_ aL E-?_gn:.- /ls

LT (ALOrIay At

7.y oy lgewlianid]- P
. DEC | 1957 Souglas L. Taariuea NIV [2 1957
dale of lease H'HB'—"' T e
by of Usiied
18 U.;,l.ut;.:n e01 l:tru "E'. q— for any u:'n‘o_l—homﬂy an: :wni:,-m::;‘::;r. DC.IN::I-&. ot ageney of the Lall
Lo -
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