Notwithstanding the foregoing provisions, the lessor may require the payment of royalty for all or any part of the gas produced and saved under this Icase and
marketed or utilized at a price per m.c.f. equal 1o the maximum price being paid for gas of like kind and quality and under like conditions in the same field or area
of may reduce the royalty value of any such 823 (1o any amount not lcss than the net proceeds of sale thereof| in the field) if the commissioner of public Jands shall
ddcrminemdudionwbemryloﬂicwmfulq!aalionofﬂ\ellnd:faoilorpspurposcsorlomngmloﬂhegulcﬂ ultimate recovery of oil or
gas or 1o the promotion of conservation of oil or gas or in the public interest.

This lcase shall not expire at the end of the primary term hereof if there is a well capable of producing gas in paying quantitics located upon some part of the lands
cmbraced herein, or upon lands pooled or communitized herewith, where such well is shut-in duc 1o the inability of the lessec to obtain a plpfhn.c coancction or to
market the gas therefrom and if the lessee timely pays an annual royalty on or before the annual rental paying date next ensuing afler the expiration of nincty days

for the purpose of prorationally sharing in the shut-in well. Notwithstanding the provisions of this section to the contrary, this lease shall notbeooﬂumedlﬂcr
five years from the date hereof fotmypaiodofmethmlenyeanbythcpaymauofnidumualmylltyunl&.fofgoodmmu“mm“
publichnds,inhi:disatﬁmymumchacauinumee.

3. Lessee agrees 1o make full settlement on the twenticth day of each month for all royalties due 1o the lessor for the preceding month, under this lease,
and to permit the lessor or its agents, al all reasonable hours, 10 examine lessee’s books relating to the production and disposition .nf oil gas produced. Lessee
further agrees 1o submit to lessor annually upon forms fumished by lessor, verified reports showing lessec’s operations for the preceding year.

4. An annual rental at the rate of $1.00 per acre shall become due and papblctolhclmhythelseeuponewhaayofﬂwhndlbo"‘dsa'ib‘d
and then claimed by such lessee, and the same shall be due and payable in advance 1o the lessor on successive anniversary dates of this lease, but the annual rental
on any assignment shall in no event be Jess than forty dollars ($40.00).

In the event the lessce shall clect to surrender any or all of said acreage, he shall deliver to the lessor a duly executed release thereof and in event said lease has
been recorded then he shall upon request fumish and deliver to the lessor a certificd copy of a duly recorded release.

5. The lessee may at any time by paying to the lessor all amounts then duc as provided herein and the further sum of fony dollm.(ﬂ0.00). mrrmder
and cancel this lcase insofar as the same covers all or any portion of the lands herein Icased and be relieved from further obligations or liability bcvcundcr in lhc
manner as hercinbefore provid Provided, this surrender clause and the option herein reserved 1o the lessee shall cease and become al.:soluu:ly mqvcnhyc
immediately and concurrently with the institution of any suit in any court of law or equity by the lessee, lessor or any assignee, to enforce this lease, or any of its
terms expressed or implied.

6. All payments due hereunder shall be made on or before the day such payment is due, at the office of the commissioner of public lands in Santa Fe,
New Mexico, ’

7. The lessee with the consent of the Jessor shall have the rights 1o assign this leasc in whole or in part. Provided, however, than no assignment of an
undivided interest in the lease or in any part thercof nor any assignment of less than a legal subdivision shall be recognized or approved by the lessor. Upon
approval in writing by the lcssor of an assignment, the assignor shall stand relieved from all obligations 1o the lessor with respect to the lands cmbnoed in the
assignment and the lessor shall likewise be relieved from all obligations to the assignor as 1o such tracts, and the assignee shall su.ccced to all of the rights and
privileges of the assignor with respect 10 such tracts and shall be held 1o have assumed all of the dutics and obligations of the assignor to the lessor as to such
tracts.

i

8. In the cvent a well or wells producing oil or gas in paying quantities should be brought in on adjacent land which is draining the icased M
lessee shall drill such offsct well o wells as a reasonably prudent operator would drill under the same or similar circumstances, provided that no such offset we
shall be required if compensatory royalties are paid pursuant {0 an agreement between the lessor and the lessee.

9. The lcssee agrees 1o nolify the lessor of the location of each well before commencing drilling thereon, 1o keep a complete ‘"d ""‘f“““ |°lg °:n‘::
well drilled and 1o fumish a copy thercof, verified by some person having actual knowledge of the facts, 1o the iessor upon the completion of any well,
furmish the log of any unfinished well at any time when requested 10 do so by the lessor.

If any lands embraced in this lease shall be included in any deed or contract of purchase outstanding and subsisting issued pursuant to any
sale made of the surface of such lands prior o the date of this lcase, it is agreed and understood that no drilling operation shall be commenced on any such lands so
sold unless and until the lessee shall have filed a good and sufficient bond with the lessor as required by law, to secure the payment for such damage to the
livestock, range, water, crops or tangible improvements on such lands as may be suffered by the purchaser holding such deed or contract of purchase, or his
successors, by reason of the developments, use and occupation of such lands by such lessee. Provided, however, that no such bond shall be required if such
purchaser shall waive the right to require such bond to be given in the manner provided by law.




