, g REGULAR 5(
... Baid lands having been awarded to lessee and designated as Tract No. Y-
o 5
public lands on 3/19 , 19 8 - (To be filled in only where lands are offered at public sale) =~ ~
To have and to hold said land, and all the rights and privileges granted hereunder, to and unto the lessee for a primary terny of five
years from the da :

ereof, and as long thereafter as oil and gas In paying quantities, or either of them is produced from said land by lessee,
subject to all of the terms and conditions as hereinafter set forth. .

at a public sale held by the coni-m:iés_,n:‘onér of .

In consideration of the premises the parties covenant and agree as follows: )
44~ 1¢-Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay the leassor as royalty not lgs;s_ than one-eighth

* nor more than one:sixth, to-wit]-::"7" 1/6 v » part of the oil produced and saved from the leased premises or the cash value
thereof, at the option of the lessor, such value to be the price prevailing the day oil is run into a pipeline, if the oil be run into a pipeline,
or into storage tanks, if the oil is stored. e e e T - ’

2. Subject to the free use without royalty, as hereinbefore provided, at the option of the lessor at any time and from time to time, the

lessee shall pay the lessor as royalty not less than one-eighth nor more than one-sixth, to-wit, 1/ 6 , part of the
- gas produced and saved from the leased premises, including casing-head gas. Unless said option is exercised by lessor, the lessee shall pay

the lessor as royalty not less than one-eighth nor more than one-sixth, to wit, —IL » of the cash value of the gas, including
casing-head gas, produced and saved from the leased premises and marketed or utilitized, such value to be equal to the greater of the
following amounts: : . o PR O S R D b

. ... Eravity tests at the lessee’s expense at intervals not greater than one year in all cases where a recording gravitometer is not employed

- - == by the lessee in gas measurement; provided, however, the ¢ash value for royalty purposes of carbon dioxide gas and of hydrocarbon

"' gag delivered to a gasoline plant for extraction of liquid hydrocarbons shall be equal to the net proceeds derived from the sale of such
gas, including any liquid hydrocarbons recovered therefrom.

Notwithstanding the foregoing provisions, the lessor, acting by its commissioner of public lands, may require the payment of royalty
all or any part of the gas produced and saved under this lease and marketed or utilized at a price per mef. equal to the maximum price

being paid for gas of like kind and quality and under like conditions in the same field or area or may reduce the royalty value of any such
_gas (to any amount not less than the net proceeds of sale theredf, in the field) if the commissioner of public lands shall determine such action

to be necessary to the successful operation of the lands for oil or gas purposes or to encouragement of the greatest ultimate recovery of oil
or gas or to the promotion of conservation or oil or gas or in the public interest

This lease shall not expire at the end of the primary term hereof if there is a well capable of producing gas in paying quantities located
upon some part of the lands embraced herein where such well is shut-in due to the inability of the lessee to obtain a pipeline connection

- or to market the gas therefrom; provided, however, the owner of this lease as to the lands upon which such well is located shall pay an
annual royalty equal to the annual rental payable by such owner under the terms of this lease but not less than one hundred dollars (3100)
per well per year, said royalty to be paid on or before the annual rental paying date next ensuing after the expiration of ninety days from
the date said well was shut-in and on or before said rental date thereafter. The payment of said annual royalty shall be considered for all

3. Lessee agrees to make full settlement on the twentieth day of each month for all royalties due the lessor for the preceding month,
under this lease, and to permit the lessor or its agents, at all reasonable hours, to examine lessee’s books relating to the production and
disposition of il and gas produced. Lessee further agrees to submit to lessor annually upon forms furnished by lessor, verified reports
showing lessee’s operations for the preceding year.

4.-1t is expressly agreed that the consideration hereinbefore specified is a good, valid and substantial consideration and sufficient in
-all respects to support each and every covenant herein, including specifically the option granted the lessee to prevent the termination of
this lease from year to year, by the payment or tender of the further rental hereinafter provided for.

An annual rental at the rate of $1.00 per acre shall become due and payable to the lessor by the lessee,
or by any transferee or assignee of the same, or any part hereof, where such transferee or assignee has been recognized, and such transfer
or assignment approved by the lessor as hereinafter provided, upon each acre of the land above described and then claimed by such lessee,
transferee or assignee hereunder, and the same shall be due and payable in advance to the lessor on the successive anniversary dates of
this lease, but the annual rental on any assignment shall in no event be less than six dollars ($6.00),

In the event the lessee shall elect to surrender any or all of said acreage, he shall deliver to the commissioner a duly executed release
thereof and in event said Jease has been recorded then he shall upon request furnish and deliver to said commissioner a certified copy of
a duly recorded release.

5. The lessee may at any time by paying to the state of New Mexica, acting by its commissioner of public lands, or other authorized
officer, all amounts then due as provided herein and the further sum of ten dollars ($10.00), surrender and cancel this lease insofar as the
same covers all or any portion of the lands herein leased and be relieved from further obligations or liability hereunder, in the manner
as hereinbefore provided. Provided, this surrender clause and the option herein reserved to the lessee shall cease and become absolutely



