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Re:  NMOCD Case: 12734
Application of Richardson Operating Company
to establish a Special "Infill Well" Area within
the Basin-Fruitland Coal Gas Pool,
San Juan County, New Mexico

Dear Ms. Wrotenbery:

On behalf of Richardson Operating Company, please find enclosed a Motion to Dismiss
the Protest of the San Juan Coal Company. This case is set for hearing on a special Examiner’s

Docket scheduled to begin on Tuesday, November 13, 2001.

Very truly\ y

omas Kellahin

ce: Michael E. Stogner, OCD Héaring Examiner

David Brooks, Esq. Division Attorney
James Bruce, Esq.,

Attorney for San Juan Coal Company
Richardson Operating Company

Attn: Cathy Colby
Bjork, Lindley, Danielson & Little

Attn: Laura Lindley, Esq.



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF
RICHARDSON OPERATING COMPANY TO
ESTABLISH A SPECIAL “INFILL WELL” AREA
WITHIN THE BASIN-FRUITLAND COAL GAS
POOL AS AN EXCEPTION FROM RULE 4 OF
THE SPECIAL RULES FOR THIS POOL,

SAN JUAN COUNTY, NEW MEXICO

CASE NO. 12734

MOTION TO DISMISS PROTEST OF SAN JUAN COAL COMPANY

Comes now Richardson Operating Company (“Richardson”) and moves that the protest of
Richardson’s captioned application filed by San Juan Coal Company (“SJCC”) be dismissed because
SJCC lacks standing and, further, because SJCC’s coal lease rights are, in any event, junior to
Richardson’s lease rights.

1. In accordance with Rule 4 of the Special Rules and Regulations for the Basin
Fruitland Coal Gas Pool, Richardson seeks the creation of a Special “Infill Well” Area within the
western edge of the Basin Fruitland Coal Gas Pool. See Exhibit A.

2. SJCC has certain state and federal coal leases which are subject to thé prior existing
rights of Richardson as the oil and gas lessee. Copies of the relevant coal leases are attached as
Exhibits B-1 and B-2. The relevant oil and gas leases are attached as Exhibits C-1 through C-9.

3. Richardson’s application is an attempt to accommodate SJCC by accelerating the
production of gas from the Fruitland formation so that SJCC can then mine the coal.

4. SJCC has filed an entry of appearance in this case and now seeks to object to
Richardson’s application despite the fact that SJCC’s coal leases preclude it from interfering with

Richardson’s production of oil and gas from the lands.



5. SJCC’s objection is an attempt to create a dispute before the Division which the
Bureau of Land Management (“BLM?”) has already resolved in Richardson’s favor. A copy of the
decision of the BLM Farmington Field Office is attached as Exhibit D. SJCC has requested the
BLM State Director to review that decision.

6. SJCC holds three coal leases which cover a portion of the lands described in
Richardson’s application: two State of New Mexico leases were issued on July 15, 1991 and Federal
Lease NMNM-99144 issued effective March 1, 2001. The State coal leases cover Section 32,
Township 30 North, Range 14 West and Section 36, Township 30 North, Range 15 West. The
federal coal lease covers Sections 19, 20, 29, 30 and 31, Township 30 North, Range 14 West. See
Exhibits B-1 and B-2.

7. Each of Richardson’s oil and gas leases which cover the same lands as SJICC’s coal
leases within the application area was issued prior to SJICC’s coal leases. See Exhibits C-1 through
C-9.

8. SJCC has asserted that Richardson’s application should be denied because additional
coalbed methane (“CBM”) wells will make its coal mining operations more difficult and potentially
dangerous. Even if SJCC’s allegations are correct, they do not justify a decision by the Division
which would prevent Richardson from achieving maximum recovery of CBM. SJCC’s coal lease
rights are junior to the oil and gas lease rights and SJICC took its coal leases specifically subject to
those rights.

9. Coal Lease NMNM-99144 issued to San Juan Coal Company effective March 1,

2001. It was signed on behalf of San Juan Coal Company by its president on February 6, 2001. In



addition to the standard lease terms, that lease contains in Section 15 the following special
stipulations:
2. This coal lease is subject to all prior existing rights including
the right of oil and gas lessees and other mineral lessees and
surface users.
3. It is solely the responsibility of the coal lessee, not the
responsibility of BLM, to clear the coal tract of any legal
encumbrances or pre-existing land uses that would impede or
prevent coal mining on the tract.
4. No portion of the 1998 Coal Leasing Area Resource Plan
Amendment shall be construed to require BLM to act in the
role of a party to mediation or mitigation efforts between
mineral or surface interest holders.
See Exhibit B-1. These stipulations give SJCC fair warning, in plain language, that it has the
responsibility for reaching any agreements with prior mineral lessees which it considers necessary
to the unfettered operation of its mine.

10.  Federal leases are contracts and are subject to the same rules of interpretation as are
contracts between private parties. See Petrocorp, 152 IBLA 77, 84 (2000). The Interior Board of
Land Appeals (“IBLA”) has ruled that “a central tenet of contract construction provides that intent
is to be determined by the words of the contract, when these are clear and explicit and lead to no
absurd consequences.” Exxon Company, USA, 118 IBLA 30, 36 (1991). The IBLA has also noted

that its task in interpreting contracts “is to determine and give effect to the intent of the parties to the

contract as manifested by the language used therein, construing the document as a whole.” BHP

Minerals International Inc., 139 IBLA 269, 306 (1997) (emphasis added). See also Linmar
Petroleum Co., 153 IBLA 99, 105 (2000). The plain language used in the federal coal lease means

that SJCC took that lease subject to the burden of clearing any “legal encumbrances or pre-existing



land uses that would impede or prevent coal mining.” SJCC is bound by the terms of its coal lease
and its protest to Richardson’s application should be stricken on that basis.

11.  The State oil and gas lease in which Richardson owns an interest covering Section
36, Township 30 North, Range 15 West was issued on December 10, 1949. SJICC’s State coal lease
covering those same lands was not issued until July 15, 1991. That coal lease specifically excludes
coalbed methane gas “except for small incidental quantities which may have to be vented or flared
to achieve access to coal.” Para. 14, Lease No. MC-0088 (Exhibit B-2). SJCC’s subsequent coal
lease certainly does not give it the right to prevent Richardson from fully recovering the maximum
amount of CBM it can under the terms of its 1949 oil and gas lease.

12. Because SJCC acquired its coal leases subject to the prior existing rights of oil and
gas lessees, the burden was on it, as it was plainly reminded in the terms of Lease NMNM-99144,
to take whatever steps it deemed appropriate to buyout any conflicting oil and gas lease rights or
negotiate mine-through agreements. Nonetheless, SJICC elected to proceed with its mining
operations notwithstanding the plain language in Coal Lease NMNM-99144 that the lease is “subject
to all prior existing rights including the right of oil and gas lessees” and that it is *“solely the
responsibility of the coal lessee, not the responsibility of BLM, to clear the coal tract of any legal
encumbrances or pre-existing land uses that would impede or prevent coal mining on the tract.”
SJCC cannot now shift the consequences of its decision to the Division and to Richardson.

13. In accordance with Section 70-2-11, N.M.S.A. (1979), the Division has already
established a procedure to allow an oil and gas operator to drill a second well on a gas spacing unit

in this pool. See Division Order R-8768.



14.  Rule 4 of the Special Rules and Regulations for the Basin Fruitland Coal Gas Pool
provides a procedure for oil and gas operators and certain oil and gas interest owners to complain
about whether the optional infill well might cause waste of hydrocarbons or adversely affect oil and
gas correlative rights.

15. This case is not an opportunity for SJCC, which owns no oil and gas interest, to
complain about oil and gas exploration and development which is occurring in an area which SJICC
now would like to mine.

16. SJCC’s protest essentially asks the Division to allow too few Basin-Fruitland Coal
Gas wells in the vicinity of its mine for the purpose of simplifying its coal mining operations. The
Division does not have any authority over coal mining operations and its consideration of
Richardson’s application should be limited to those matters enumerated in § 70-2-11, N\M.S.A.
(1979).

For the reasons set forth above, Richardson requests that the Division dismiss SJICC’s protest.

({ﬂsg:ctfully

Kellahist and Kellahin
P.O. Box 2265
Santa Fe NM 87504

\

Laura Lmd]ey

Bjork, Lindley, Danielsof & Little, P.C.
1600 Stout Street, Suite 1400

Denver, CO 80202

Attorneys for Richardson Operating Company



Exhibit A
Exhibit B-1
Exhibit B-2
Exhibit C-1
thru
Exhibit C-9

Exhibit D

EXHIBITS

Locator Map

Federal Coal Leases and BLM Serial Pages

State Coal Lease

State and Federal Oil & Gas Leases

BLM’s 9/26/01 letter rejecting SICC protest



CERTIFICATE OF SERVICE

I, W. Thomas Kellahin, hereby certified that I delivered to opposing counsel of
record a true and correct copy of the foregomg motion to dismiss this 9th day of

November, 2001.
W.?omas Kellahin
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EXHIBIT

o 2 UNITED STATES st vl B-1
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT NMNM 99144

COAL LEASE

PART |. LEASE RIGHTS GRANTED

This lease, entered into by and between the UNITED STATES OF AMERICA. hereinafter called lessor; through the Bureau of Land Management. a

(N nd Address)
ame ress San Juan Coal Company

300 W. Arrington, Suite 200
Farmington, NM 87401

hereinafter called lessee, is effective (da*AH 1 7001 | for a period of 20 years and for so long thereafter as coal is produced in commerc
quantities from the leased lands, Subject to readjustment of lease terms at the end of the 20th lease year and each 10-year period thereafter.

Sec. 1. This lease is issued pursuant and subject to the terms and provisions of the:

{3 Mineral Lands Leasing Act of 1920, Act of February 25, 1920, as amended, 41 Stat. 437, 30 U.S.C. 181-287, hereinafter referred to as the A
0 Mineral Leasing Act for Acquired Lands, Act of August 7, 1947, 61 Stat. 913, 30 U.S.C. 351-359;

and to the regulations and formal orders of the Secretary of the Interior which are now or hereafter in force, when not inconsistent with the expr
and specific provisions herein.

Sec. 2. Lessor, in consideration of any bonuses, rents, and royalties to be paid, and the conditions and covenants to be observed as herein set fo:
hereby grants and leases {o lessee the exclusive right and privilege to drill for, mine, extract, remove, or otherwise process and dispose of the ¢

depaosits in, upon, or under the following described lands:

T. 30 N., R. 14 W., NMPM

sec. 17, ALL;

sec, 18, ALL;

sec. 19, ALL;

sec. 20, ALL;

sec. 29: ALL;

sec. 30, ALL;

sec. 31, Lots 1-4,
N5, N2sS%s3

RECEIVED

FEB 08 2001

BUR. OF LAND MGMT
N.M.S.0.SANTAFE -

containing 4, 483 . 8&cres, more or less, together with the right to construct such works, buildings, plants, structures, equipment and appliar
and theright to use such on-lease rights-of-way which may be necessary and convenient in the exercise of the rights and privileges granted, subjec

the conditions herein provided. :

PART ii. TERMS AND CONDITIONS

Sec. 1. (a) RENTAL RATE - Lessee shall pay lessor rental annually and
in advance for each acre or fraction thereof during the continuance of
the lease at the rate of 3 3.00 for each lease year.

(b) RENTAL CREDITS - Rental shall not be credited against either
production or advance royalties for any year.

Sec. 2. (a) PRODUCTION ROYALTIES - The royalty shall be * per-
cent of the value of the coal as set forth in the regulations. Royalties are
dueto lessor the final day of the month succeeding the calendar month
in which the royalty obligation accrues.

(b) ADVANCE ROYALTIES - Upon request by the lessee, the authorized
officer may accept, for a total of not more than 10 years, the payment of
advance royalties in lieu of continued operation, consistent with the
regulations. The advance royalty shall be based on a percent of the
value of a2 minimum number of tons determined in the manner
established by the advance royalty regulations in effect at the time the
lessee requests approval to pay advance royalties in lieu of continued
operation.

Sec.3. BONDS - Lessee shall maintain in the proper office a lease bond
intheamountof$ 14,000 .Theauthorized officermay requirean
increase in this amount when additional coverage is determined
appropriate.

*#12) percent of the value of the coal removed

Sec. 4. DILIGENCE - This lease is subject to the conditions of dilig
development and continued operation, except that these conditions
excused when operations under the lease are interrupted by strikes,
elements, or casualties not attributable to the leasee. The lessor, in

publicinterest, may suspend the condition of continued operation u;
payment of advance royalties in accardance with the regulations
existence at the time of the suspension. Lessee’s failure to produce ¢
in commercial quantities at the end of 10 years shall terminate

lease. Lessee shail submit an operaticn and reclamation plan pursu
to Section 7 of the Act not later than 3 years after lease issuance.

The lessor reserves the power to assent to or order the suspension of
terms and conditions of this lease in accordance with, inter a
Section 39 of the Mineral Leasing Act, 30 U.S.C. 209. ’

Sec. 5. LOGICAL MINING UNIT (LMU) - Either upon approval by
lessor of the lessee’s application or at the direction of the lessor, t
lease shall become an LMU or part of an LMU, subject to the provisi.
set forth in the regulations.

The stipulations established in an LMU approval in effect at the tim
LMU approval will supersede the relevant inconsistent terms of t
lease so long as the lease remains committed to the LMU. If the LM1
which this lease is a part i3 dissolved, the lease shall then be subjec
the lease terms which would have been applied if the lease had not b
included in an LMU,

by surface methods or

- * [V SR



Sec. 6; DOCUMENTS. EVIDENCE AND INSPECTIC®' - At such times and
in such ‘orm as lessor may prescribe, lessee 1 furnish detailed
‘statements showing the amounts and quality o. —l products removed
and sold from the lease, the proceeds therefrom, and the amount used
for prgduction purposes or unavoidably lost.

Lessee shall keep open at all reasonable times for the inspection of any
dr ithorized officer of lessor, the leased premises and all surfaceand
ur.  ground improvements, works, machinery, ore stockpiles, equip-
ment, and all books. accounts, maps, and records relative to operations,
surveys, or investigations on or under the leased lands.

Lessee shall allow lessor access to and copying of documents.reason-
ably necessary to verify lessee compliance with terms and conditions of
the lease.

While this lease remains in effect, information obtained under this
section shall be closed to inspection by the public in accordance with
the Freedom of Information Act (5 U.S.C. 552).

Sec. 7. DAMAGES . TO PROPERTY AND CONDUCT OF OPERATIONS -
Lessee shall comply atits own expense with all reasonable orders of the
Secretary, respecting diligent operatiqns, prevention of waste, and
protection of other resources.

Lessee shall not conduct exploration operations, other than casual use,
without an approved exploration plan. All exploration plans prior to
the commencement of mining operations within an approved mining,
permit area shall be submitted to the authorized officer.

Lessee shall carry on all operations in accordance with approved
methods and practices as provided in the operating regulations, having
due regard for the prevention of injury to life, heaith, or property, and
prevention of waste, damage or»degradation to any land, air, water,
cultural, biological, visual, and other resources, including mineral
deposits and formations of mineral deposits not leased hereunder, and
to other land uses or users. Lessee shall take measures deemed
necessary by lessor to accomplish the intent of this lease term. Such
measures may include, but are not limited to. modification to proposed
siting or design of facilities, timing of operations, and specification of
int~-im and final reclamation procedures. Lessor reserves to itself the
r 0 lease, sell, or otherwise dispose of the surface or other mineral
de, .sits in the lands and the right to continue existing uses and to
authorize future uses upon or in the leased lands, including issuing
leases for mineral deposits not covered hereunder and approving
easements orrights-of-way. Lessor shall condition such uses to prevent
unnecessary or unreasonable interference with rights of lessee as may
be consistent with concepts of multiple use and mulitiple mineral
development.

Sec. 8. PROTECTION OF DIVERSE INTERESTS, AND EQUAL OPPORTU-
NITY - Lessee shall: pay when due all taxes legally assessed and levied
under the laws of the State or the United States; accord all employees
complete freedom of purchase; pay all wages at lease twice each month
in lawful money of the United States; maintain a safe working
environment in accordance with standard industry practices; restrict
the workday to not more than 8 hours in any one day for underground
workers, except in emergencies; and take measures necessary to protect
the heaith and safety of the public. No person under the age of 16 years
shall be employed in any mine below the surface. To the extent that
laws of the State in which the lands are situated are more restrictive
than the provisions in this paragraph, then the State laws apply.

Lessgee will comply with all provisions of Executive Order No. 11246 of
September 24, 1965, as amended, and the rules, regulations, and
relevant orders of the Secretary of Labor. Neither lessee nor lessee’s
subcontractors shall maintain segregated facilities.

Sec. 15. SPECIAL STIPULATIONS -

Sec. 9. (a) TRANSFERS

@ Thislease may! insferred in whole orin

eas ; ! part to any person,
association or corporation qualified to hold ¥ person

such lease interest.

(0 This lease may be transferred in whole or in part to another
public body orto a person who will mine the coal on behalf of, and
for the use of, the public body or to a person who for the limited
purpose of creating a security interest in favor of a lender agrees
to be obligated to mine the coal on behalf of the public body.

O Thislease may only be transferred in wholeorin partto another
small business qualified under 13 CFR 121.

Transfers of record title, working or royalty interest must be
approved in accordance with the regulations.

(b) RELINQUISHMENT - The lessee may relinquish in writing at any
time all rights under this lease or any portion thereof as provided in the
regulations. Upon lessor’s acceptance of the relinquishment, lessee
shall be relieved of all future obligations under the lease or the
relinquished portion thereof, whichever is applicable.

Sec. 10. DELIVERY OF PREMISES, REMOVAL OF MACHINERY, EQUIP-
MENT, ETC. - At such time as all portions of this lease are returned to
lessar, lessee shall deliver up to lessor the land leased, underground
timbering, and such other supports and structures necessary for the
preservation of the mine workings on the leased premises or deposits
and place all workings in condition for suspension or abandonment.
Within 180 days thereof, lessee shall remove from the premises all other
structures, machinery, equipment, tools, and materials that it elects to
or as required by the authorized officer. Any such structures, ma-
chinery, equipment, tools, and materials remaining on the leased lands
beyond 180 days, or approved extension thereof, shall become the
property of the lessor, but lessee shall either remove any or all such
property or shall continue to be liable for the cost of removal and
disposal in the amount actually incurred by the lessor. If the surface is
owned by third parties, lessor shall waive the requirement for removal,
provided the third parties do not object to such waiver. Lessee shall,
prior to the termination of bond liability or at any other time when
required and in accordance with all applicable laws and regulations,
reclaim all lands the surface of which has been disturbed, dispose of all
debris or solid waste, repair the offsite and onsite damage caused by
lessee’s activity or activities incidental thereto, and reclaim access
roads or trails.

Sec. 11. PROCEEDINGS IN CASE OF DEFAULT - If lessee fails to comply
with applicable laws, existing regulations, or the terms, conditions and
stipulations of this lease, and the noncompliance continues for 30 days
after written notice thereof, this lease shall be subject to cancellation by

the lessor only by judici not be
construed to prevent the exercise by lessor of any ather legal and
equitable remedy, including wdvermysuch refnedy or

waiver shall not prevent later ¢ the same{default
occurring at any other time.

Sec. 12. HEIRS AND SUCCESSOR N ach oblightion of
this lease shall extend tdand be bjm ﬁ m%ery benefit hereof
sha}l inure to, the heifs, executors, administrators, successors, or
assigns of the respectiv} partiss JeriiE LAND MGMT,

Sec. 13. INDEMNIFICATION - LepdeyBSaIDin8sudiik #1d hold hhrmless
the United States fromjany and all claims arising out of the{lessee’s

activities and operations under this lease.

Sec. 14. SPECIAL STATUTES - This lease is subject to the Clean Water
Act (33 U.S.C. 1252 et. seq.), the Clean Air Act (42 U.S.C. 4274 et. geq.),
and to all other applicable laws pertaining to exploration activities,
mining operations and reclamation, including the Surface Mining
Control and Reclamation Act of 1977 (30 U.S.C. 1201 et. seq.).

1. The lessee shall comply at its own expense with all reasonable orders of the Secretary
respecting diligent operations, prevention of waste, and protection of non-coal resources.

? This coal lease is subject to all prior existing rights including the right of oil and
g lesgsees & other mineral lessees and surface users.

3. It is solely the responsibility of the coal lessee, not the responsibility of BIM,
to clear the coal tract of any legal encumbrances or pre-existing land uses that would

impede or prevent coal mining on the tract.



ec. 15. SPECIAL STIPULATIONS {Cont'd.) -

4.

t

No portion of the 1998 Coal Leasing Area Resource Plan Amendment shall be construed to
2quire BIM to act in the role of a party to mediation or mitigation efforts between

ml..eral or surface interest holders.

RECEIMED

FEB 08 2001

BUR. CF LAND MGMT.
N.M.S.O.SANTAFE

THE UNITED STATES OF AMERICA

SAN JUAN COAL COMPANY By -

T A Yol =

(Slgnature of Lessee) (ngmng

Carsten F. Goff
~ President - .
(Title) ~ (Title)
February 06, 2001 FEB 23 2001
(Date) (Date)

Tit!e 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any
false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.

This form does not constitute an information collection as defined by 44 U.S.C. 3502 and therefore does not require OMB approval.

GFPQ 834 ~470
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sZSEIVED
G BFP 5 Em 10 lq NEW MEXICO STATE LAND OFFICE
~1 OES AMENDED
N ' L ITIOE COAL: MINING LEASE
< JAFBITEATTON NO. MC-0088 LEASE NO. MC-0088

THIS AGREEMENT, dated this 15TH day of JULY, 1991, made and
entered into between the STATE OF NEW MEXICO, acting by and
through the undersigned, its COMMISSIONER OF PUBLIC LANDS,
hereinafter called the "lessor®, and:

SAN JUAN COAL COMPANY

P.0. BOX 561 WATERFLOW, NEW MEXICO 87421,

hereinafter called the "lessee".

WITNESSETH:

WHEREAS, lessee has filed in the State Land
Office an application for a coal lease for the purpose of
exploring for, mining, developing and producing coal upon the
lands hereinafter described, and has tendered THREE THQUSAND TWO
HUNDRED FIFTY AND 00/100---DOLLARS ($3,250.00), for the first
annual rental payment, together with one hundred dollars
($100.00) application fee, and N/A dollars ($N/R), for a bonus;

NOW THEREFORE, in consideration of the above
tender, receipt of which 1is acknowledged, and the COVENANTS
herein, lessor hereby grants, and leases to lessee, exclusively,
for the sole and only purpose of exploring for, mining,
developing, producing and removing coal in, upon or under the
following described lands in SAN JUAN County, New Mexico:

INST SEC TWP RGE SUBDIVISION ACRES

c.S. 36 30N 15W LOTS 1(40.57), 2(41.73), 649.20
3(42.87), 4(44.03), N2, N2S2

together with the right to use so much of the surface as is
reasonably necessary to explore for, mine, develop, produce and
remove the ccal.

8/23/89

EXHIBIT




TO HAVE AND TO HOLD the said lands and privileges granted
hereunder for a primary term of five years.

IN CONSIDERATION OF THE PREMISES, THE PARTIES COVENANT
AND AGREE AS FOLLOWS:

1. As royalty, lessee shall pay to lessor twelve and
one-~-half percent of the proceeds received from the sale of all
surface-mined coal or, at the option of the lessor, the market
value thereof, and eight percent of the proceeds received from
the sale of all underground-mined coal or, at the option of the
lessor, the market value thereof. The royalty rate may be
reduced by the lessor upon a showing by the lessee that the
leases for non-state coal in the same logical mining unit provide
for a lower rate or that the lands leased hereunder will be
bypassed and not mined without a rate reduction. Such royalty is
due in full on the last day of the month following the calendar
month of sale and shall be reported to the lessor, together with
such other information as may be required by the lessor, upon
forms prescribed by the lessor. In the event of a dispute as to
the amount of royalty due, the lessee shall assume the burden of
proof in any court action arising out of such dispute.

2. As rental, lessee shall pay to lessor annually on or
before each anniversary date of this lease the sum of five
dollars ($5.00) per acre or fraction thereof, such rental
payments to continue so long as this lease shall remain in force.

3. Lessee agrees to pay interest on delinquent royalty
and rental payments at the rate of one percent (1%) per month, or
fraction thereof, accruing from the date said payment becomes
due.

4. If, at the end of the primary term, the lessee has
submitted a mine plan, which is not subsequently disapproved by
the lessor within three months after submission, and the lessee
has either incorporated the land leased hereunder with adjacent
land into a logical mining unit or has shown to the satisfaction
of the lessor that the adjacent land is federal land which has
not been available for coal leasing but that the lessee has
incurred substantial costs in developing the leased land, then
this lease shall not expire at the end of the primary term but
shall continue for a secondary term of an additional five years.

5. If, at the end of the secondary term, the lessee is
producing coal at an average annual rate of either one percent of
the estimated recoverable reserves from the leased lands or omne
percent of the estimated recoverable reserves from the logical
mining unit, then this lease shall not expire but shall continue
as long as the one percent production is maintained. Provided,

2



that, for purposes of determining if the one percent annual
production has been maintained during any year after the end of
the second year following the beginning of production, the annual
production averaged over the previous three years, shall be used.
For purposes of this paragraph, annual rates of production shall
be measured from lease anniversary date to lease anniversary
date.

6. In lieu of actual production at or after the end of
the secondary, term hereof, lessee may prevent the expiration of
this lease by the timely payment of an advance royalty equal to
the estimated royalty obligation which would be due if one
percent of the recoverable reserves in the lands leased hereunder
were produced. Payment of such advance royalty on or before a
lease anniversary date will act to prevent the expiration of this
lease until the next ensuing lease anniversary date; provided,
that this lease shall not be extended for more than ten years by
payment of advance royalties. Any credit later taken in any
month for advance royalties shall not exceed fifty percent of the
actual production royalty due for that month.

7. The lessee, with the written approval of the lessor,
may assign or sublet this lease in whole or in part; provided,
however, that no assignment of an undivided interest nor any
assignment or sublease of less than a legal subdivision shall be
recognized or approved by the lessor. Provided further, however,
the lessee may enter into any contract for the development of the
leasehold premises or any portion thereof, or may create
overriding royalties or obligations payable out of production, or
enter into any other agreements with respect to the development
of the leasehold premises or disposition of the production
therefrom, and it shall not be necessary for any such contracts,
agreements, or other instruments to be approved by the lessor;
but nothing herein contained shall relieve the lessee from
complying with any of the terms or provisions hereof.

8. Lessee, including his heirs, assigns, agents, and
contractors shall at his own expense <fully comply with and
conform to accepted operational standards and practices in
general use in the industry and all laws, regqulations, rules,
ordinances, and requirements of the city, county, state, federal
authorities and agencies, in all matters and things affecting the
premises and operations thereon which may be enacted or
promulgated under the governmental police powers pertaining to
the public health and welfare, including but not limited to
conservation, reclamation, sanitation, aesthetics, pollution,
cultural properties, fire, and ecology. Such agencies are not to
be deemed third party beneficiaries hereunder; however, this
clause is enforceable by the lessor in the same manner as other
covenants of this lease.



X

9. The lessor or his authorized representative shall
have the right to enter the leased lands for the purpose of
measuring the cubical contents of every cpening from which coal
has been extracted and to otherwise inspect the leased lands to
ensure that proper royalties have been paid. The lessor or his
representative shall have the right to inspect all records, books
or accounts pertaining to the mining, extraction, transportation
and marketing of coal produced from the leased lands and, at the
request of the lessor, the lessee shall furnish contracts,
reports, samples, logs, assays or cores within reasonable bounds
as the lessor may determine to be necessary to the proper
administration of the leased lands and this lease. In addition,
lessee shall furnish annually and at such other times as the
lessor may require, plats, maps, or tracings, clearly and
accurately showing all development work upon the leased lands,
and other related information, with a report as to all buildings,
structures, or other work placed in or upcon the leased lands, and
a statement as to the amount and grade of coal produced and sold.

10. The value of any unpaid royalty shall become a prior
lien wupon the production from the leased 1lands and the
improvements situated thereon.

11. Before commencing excavation operations or
development upon the leased lands, the lessee shall execute and
file with the 1lessor a good and sufficient bond or other
appropriate surety in an amount to be fixed at that time by the
lessor and based upon the approved mine plan to:

A. Guarantee the performance of all covenants
and cbligaticns under this lease, including the obligation to pay
royalties;

B. Ensure that all aspects of mining operations
and reclamation operations are conducted in conformity with the
mine permit issued by the Mining and Minerals Division of the
Energy, Minerals and Natural Resources Department pursuant to the
Surface Mining Act; and

C. Ensure compensation for damage to the surface
or surface improvements in the absence of an agreement between
the lessee and any surface owner.

A bond filed with the Mining and Minerals division of the Energy,
Minerals and Natural Resources Department pursuant to the Surface
Mining Act will satisfy the requirements of Subsection B of this
paragraph unless the lessor, in his discretion, determines that
the bond filed with the Mining and Minerals Division is
insufficient. Any bond, filed with the lessor pursuant to the
provisions of this paragraph, shall be released by the lessor
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upon a showing that lessee has complied with the obligations as
specified in Subsections A, B and C of this paragraph.

12. Lessor may cancel this lease for nonpayment of
rentals, nonpayment of royalties, or violation of any of the
terms or covenants thereof; provided, however, that before any
such cancellation shall be made, lessor, must mail to lessee, by
registered or certified mail addressed to the post office address
of the lessee shown by the lease, or by specific written notice
of change of ,address furnished by lessee, a thirty-day notice of
intention to cancel this lease, specifying the default for which
the lease is subject to cancellation. No proof or receipt of
notice shall be necessary and thirty days after such mailing,
lessor may enter cancellation unless lessee shall have sooner
remedied the default; provided, that if the violation cannot be
remedied within the thirty-day period and the lessee shall have
commenced operations to substantially remedy the violation within
such period, the lease shalil not be cancelled as long as lessee
diligently pursues actions necessary to remedy the violation.

13. With the consent of the lessor this lease may be
relinquished in wnole or in part; provided, that the lessor will
not approve any relinquishment of an undivided interest nor less
than a legal subdivision. When filed and approved, such
relinquishment shall be effective from the date of filing. Upon
relinquishment of the lease, lessee shall be relieved from
further obligations and liabilities hereunder as to the lands
surrendered subject, however, to the continued obligations to:
make payment of all accrued rentals and royalties; protect or
restore the surface and surface resources consistent with the
mine permit issued by the Mining and Minerals Division of the
Energy, Minerals and Natural Resources Department; and to
otherwise perform other obligations accrued under the lease.

14. Coalbed methane gas 1is specifically excluded and
reserved from this lease, except for small incidental quantities
which may have to be vented or flared to achieve access to coal.
Although lessee may engage in irnsitu coal gasification in order
to remove coal, such gasification shall not disturb or diminish
commercial quantities of coalbed methane gas. )

15. Lessee may make or place such improvements and
equipment upon the leased land as may be reasonably necessary to
explore for, mine and remove coal, and upon termination of this
lease for any reason, lessee may remove such improvements and
equipment as can be removed without material injury to the
premises; provided, however, that all rentals and royalties have
been paid and that such removal is accomplished within 180 days
of the termination date. All improvements and equipment
remaining upon the premises after the removal date, as set forth

5



in accordance with this paragraph, shall be forfeited to lessor
without compensation.

16. Lessee shall not mortgage any improvements placed
upon the land.

17. The State has a continuing option to purchase at any
time and from time to time, at the market price prevailing in the
area on the date of purchase, all or any part of the coal that
will be produced from the lands covered by this lease.

18. All the obligations, covenants, agreements, rights
and privileges of this lease shall extend to and be binding and
inure to the benefit of the lawful and recognized assigns or
successors in interest of the parties hereto. '

19. Lessor reserves to itself the right to lease, sell,
or otherwise dispose of the surface or other mineral deposits in
the lands leased and the right to continue existing uses upon or
in the leased lands, including ‘issuing leases for mineral
deposits not covered hereunder or the approval of easements or
rights-of-way. Lessor shall condition such uses to prevent
unnecessary or unreasonable interference with rights of lessee as
may be consistent with concepts of multiple use and multiple
mineral development.

20. Lessee shall be liable and agree to pay for all
damage to livestock, growing crops, water or other tangible
improvements on the leased lands as may be suffered by reason of
development, use and occupation of the lands by lessee.

21. Any and all water rights developed on the leased
lands by lessee shall be developed in the name of lessor.
Lessee, at its own expense, shall comply with all regulations of,
and obtain all necessary permits from, the office of the State
Engineer. Lessee shall have the full and free use of such water
rights for lease operations during the term of the lease. Upon
expiration or termination of the lease, such water rights shall
be retained by lessor. During the term of the lease, lessee
shall preserve, protect and defend such water rights.

22. Lessee shall save and hold harmless, indemnify and
defend the State of New Mexicco, the Commissioner of Public Lands,
and his agents in their official and individual capacities, of
and from any and all liability claims, losses, or damages arising
out of or alleged to arise out of or indirectly connected with
the operations of lessee hereunder, off or on the leased lands,
or the presence on said lands of any agent, contractor or
subcontractor of lessee. All terms and provisions of this
instrument shall be binding upon the contractors and
subcontractors of lessee in like manner as the same are binding
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upon lessee, and all acts and doings of said contractors and
subcontractors shall be deemed and treated as the same and held
responsible by lessee.

23. Lessee shall exercise reasonable diligence, care and
skill in the operating of the leased lands in accordance with
standard and approved mining methods and practices. Lessee shall
conduct all exploration, development and mining operations in a
good workmanlike manner having due regard to the health and
safety of employees, the prevention of waste and the preservation
of the property for further productive operations. All mining
and related productive operations are to be subject to inspection
by lessor or his duly authorized agent.

24. See attached stipulations, if any, hereby made part
of this lease.

IN WITNESS WHEREOQOF, the State of New Mexico has hereunto
signed and caused its name to be signed by its Commissioner of
Public Lands thereunto duly authorized, with the seal of his
office affixed, and the lessee has signed this agreement to be
effective the day and year above written.

STATE OF NEW MEXICO

BY: Q,I»,’B

COMMISSIONER OF PUBLIC LANDS
SAN JUAN COAL COMPANY

BY: <:2Zh“>gziz;zééi{2¢/

LESSEE” JAMES R. ROTHWELL
i Vice President & Gen. Mgr.
(PERSONAL ACKNOWLEDGMENT)Western U. S. Mining
STATE OF )

COUNTY OF )

The foregoing instrument was acknowledged before me on this
day of ’ , by .

My Commission Expires:

NOTARY PUBLIC



(ACKNOWLEDGMENT BY CORPORATION)

STATE OF NEW MEXICO )
)ss.
COUNTY OF SAN JUAN )
The foregoing instrument was acknowledged before me on this
2nd day of Degember, 1991, by James R. Rothwell, Vice President &

General Manager, of San Juan Coal Company, a Delaware corporation,

on behalf of said corporation.

My Commission Expires:

5-9-92

o OFFICIAL SEAL |
Q @ BEVERLEY 8. MORRIS

¥ NOTARY PYBLIC  STATE OF NEW MEXICO
3 My commission expires<) - 72

Inte
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unIED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

OlL. AND GAS LEASE
{COMPETITIVE: PUBLIC DOMAIN LANODS}

Land Office and Serial Number

\wetiber 1967)

ot 4463

THIs IDENTURE OF LEASE. entered into, as of

APR -1 1968

the UNITED STATES OF AMERICA, thiough the Bureau of Lund Menagement, haceinuller called the lessot, and

Dugsn Productiom Cerpontlm
P, 0. Box 234

Yamington, New lhxteo 87401

. by and between

hereinafter called the lessee, under, pursuant, and subject lo the terms and peovisions of the Actof Februwey 25, 1920,
(41 Stat. 437), as amended, {30 U.S.C. Sec. 181 ez s«q), hercinafter referred to as the Act, and to oll reasonable regu-

{ations of the Secretary «f the Interlor now or herealter in force whon not mconsnstent with any exprese and specific
prowc]ons herein, which are made s part hereof.

WITRESSETH:
Sec. 1. Rights of lessee. That the lessor, in canslderation or rents and coyalties to be paid, and the conditions and

covenants to be cbscrved s herein set forth, dues hereby grant and lease to the lessee the exclusive right and privi-
lege to drill for, mine, extract, rémove, and dispose of all the oil and gas deposits, except helium gas, in or under the

following-described Lracis of land gituated in the field:
: Sun Juan
T. 30 K., R, 14 K., 0™
Sec. 27: 8Ek
See., 1! Lots 1. 2. J. ‘, lﬂﬁ!

T * . FILED OR RECORDED PENIE
| Bt ézd_’.wi_é?__-_ AL

17
©

WL

lll.dl canmfm« I'Exlgg 5 ; RSN g '?. %
{o

. 4 )
containing 483,88 Acres, more of legs, laguther with the right to consiruct and maintuin thereupon all

works, buildings, plants, waterways, sosds, telegranh or telephone lines, pipelines, resarvoirs, tanks, pumping sta-
lions, ot other 6tructures nccessary to the {ull eajoyment thereol, for a period of five (5) years, and 50 jong thercalter
as il or gas is produced in poying guantities; subject to any unit agreement heretofore or hereafter approved by the
Secestary of the Inlerior, the provisions of seid wgreement to govern the lunds subject thereto where Inconsisteacies

with the terms of this lease occur. 3
See. 2. In considerstion of the foregoing, the legsee
agrees:
(a) Bends (1) To smuintain any bond fumished by
the lessee as a condition for the issuance of this lease,
(2) To fumish prior to beginning of drilling
oparations ond maintain at »ll times thowen{ter ow
requited by the Jesssy a bond in the pennl mum of $30,000
with eppioved corporale sutety, o1 with deposit of
United States bonds as sutety therafor, vonditioned upon
tomplisnce with the temms of 1hig leaze, unless a boad
ft that amount is already being maintained o1 unless
uch & bond [urnished by un eoperator of the lease s
ceeptad, or unless a bond has been filed uuder
3 CFR 3126.1 applicable 10 this lease.
“(b) Conprrativa or wnit plan. Within thirty (30) days
t demand, or, i the leased land is committed to as
sproved unit or cooperative plan and sueh plan ju
rminated prior to the expiration of this lease, within
irty (30) dnys of demand made thereafter, to subscribe
wnd to operate under such reaseonsble cooperative ot
it ‘plan for the development and operation of the arep,
:ld. or poal, or part thereof, embracing the lande in-
ided herein ms the Secretary of the Intetlor may then
{erdine to be practicasble and necessary or sdvisable,

which plaa shell adequately protect the rights of all
parties in  interest, incjuding the United States.

(c) Wells. (1) To dnl) and produce all wells
necessery to protect the leased land {rom dralnnge by
wells an lands not the propesty of the lesmor, or landn
of the Unlwed Stoten jonsad Rt a Jower 1Qyelly tate, or as

10 which the roysliles and rentals are paid into different -

funde than are those of thia Jeaes; er In Heu of any
pest of such diilling end preduction, with the consem
of the Direclar of the Geological Survey, to rempeasnte
thu lessor, in full, each month for the cstimeted logs
of royaity through disinage in the amount determined
by seid Disector.

(2) At the election of the lessse, to drill and
produce ather wells in conformily with any system of
well spaciog or production’ allotments affecting the
field or arez in which the leased lends are situated,
which is suthorized und sanctioned by applicable fuw
or by the Secretary of the Interior.

. (3) Promptly after due notice, in writlng, to
drifi end produce such other wells as the Secretery of
the Interior may teasonsbly requlre in order that the
leaged premices may be propesrly and timely developed
and produced in accordence with good operating practice.

EXHIBIT
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(d) Remtals and royalties. (1) To pay rentals and
royalties in mmount or value of production remaved of
sold from the leased lands ax set forth in the mata) and

royalty schedule attached to and mede u part hereof.

{2) It is expressly sgseed that the Sccrotary
of the laterior may vstablish reasonable minimum valves
for putposes of camputing royalty oa any or ail ol}, gus,
natusal gasoline, and other products obtained from gas,
due considerstion being given to the highest price paid
for a part or for 3 majority of praductian of like nuality
in the some ficld. to the price received by the lessce,
to posted prices. and to other refevant mattews and,
wheaever appropnate, ufter notice aad opportunity to
be heard.

(3) Whken paid in value, such royalties on pro-
duction xhall be due snd payable monthly oa the last
day of the month next following the month in which
produced. When poid in amount of production, such
royalty products shall be delivered in mecchantable
condition on the premises where produced without cosk
to lessor, unless otharwise agreed to by the parties
hereto, ot such times and in such tanks provided by the
lessee as teasonably may be required by the lessor,
but in no case shall 1be lessee be required to hold such
royalty oil or other productis in xtorage boyond the last
day of the mouth next followlng the month in which
produced nor be sesponsible os beld liable for the lous
or destruction of royalty oil or other products in storage
from cavges ogver which he has no control.

(4) Rentals or minimum royalties may be
waived, suspended, or reduced; and royalties on the
entire leasehold or any portion theseof segregated for
royalty purposes may be reduced if the Secretery of the
Intetior finds that, for the purpose of encouraging the
the gregteat ultimate cecovery of oll ar gas and in the
interest of conscivation of natural resources, it is
necessary, In his judgmemt, to do so in order to promote
develepmeat, or becaguae the lease cannot be sucress-
fully operated under the terms {ixed hesein.

(®) Paymenfs. Unless otherwise directed by the
Secretary of the laterior, to meke rental, roysity; o
other payments to the lessor, to the order of the Buresn
" »f Lond Manegement at the places mentioged in the
:eguhtien 43 CFR 3102.2. M there iz no well on the
leased fands capable of preducing ofl or gas in paying
quanuues, the failure to pay tental on or before the
anniveygary date shsll automstically terminate the
lease by operation of faw. Howevar, if the time for
vayment falls on a day in which the, prop:z Land Dffice
lo teceive payment is closed, payment shall be deemed
timely Jf made on the next official working day.

() Contractz ;nr disposal of products. To tile with
the Oil and Ges Supervisaor of the Geologierl Survey
not lates than thisty (30) days oftesr the effective date
thereol any contact, or evidence of other arcangement
for the sale or disposal of oll, gas. natural gasoline,
and other products of the leased Jand: Providod, Thos
nothing in eny such conttoct or gther sriangement shatt
be constined 8s modifying any of the provisiong of
this loase, including, byl nut limited to, provisions
relating to gas waste, taking rayalty in kind, and the
mothod of computing roysities dun sc based on a mini.
mum valuation and in accordance with the Qit end Gas
Operating Regulstions.

(8) Statements. plats. and 'epm"u'. Al sueh limes
. and in such fotm as the legsar may prescribe, to fumish
- detuiled stetements showlng the amounts and qualicy
of all products removed and sold from the lease, the
ptoceeds therefrom, and the amount used for pruduction

purpoges or unuvoidably lost; e plat showing develop- .

ment work snd improvements on the leased lands; end
o report with respact to stockholders, invesiments,
depreciation, and costs.

() Well recurss. To keep a duily deilling teenrd,
a log. and complete Information on ull well suiveys
and tests in form acceptable to or prescribed by the
lessor of all welly drilled oa the lemsed lands,
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and an acceptable record of all subsucface investiy:
tons offecting said lands, and to furnish them, ¢
copies theroof, lo the lessor when required.  All in

formation obtulned under this pasagraph. upon the reques
of lessaoe, shall not be open to Innpecnon hy the publi
unti! the explration of the lease.

(i) inspeciion. To keep open at all recagonabl
times for the inapection of any duly authorized uffice .
of the Depsrtment, the leased premises and all wellx
impravemeats, machinery, eml fixtuses thereon und gl
books, accounts, maps snd recards felotive ta operation:
and surveys or investigations on the leased lands o
under the lease. All information obtaiacd pursuan
to any such inspection, upon the request of the lexsce
shall avt be open to inspection by the public until the
expirotion of the [ease.

() Diligence, prevention af wasee, bealth and .m[ul
of workmen. To exercise reasonable diligence in dsill
ing and producing the wells hereln provided for unfest
© nt to suspend operations temporarily is granted by
the lessor; to cany on all operations in sceordance witt
approved methods.and practices as provided in the Of
and Gas Operating Regulations, having due regard fu
the praventfon of waste of oil or gas or dsmage (¢
depusits or lormations conteining otl, gas, or wate:
or to coal measures ur othes mincsul deposita, for con.
seevation of gas energy, for the prenervation and con-
servation of the property for future productive operations,
and for the health and safety of wortkmen and mmployees;
to plug properly and effectively all wells drilled in
nccordance with the provisions of this lease or of any
prior legse or penmit upon which the right tn rthis Jeuss
was predicated beflore--abandening the samc; to-curry
ou¢ at expsnge of the lessce all teasonable  orders
of the lessor relative Lo the matters in this paragraph,
and that on faflume of the lcanee so to do the lcnsor
shall have the right' 1o enter on’ the propesty und to
accomplish the purpose of such orders ut the lessee’s’
cogt:  Provided, That the lessee shall not be heid
responsible for deluys or tusuvities occasioned by
cruses beyond lesaee’s conteol,

(k) Tuzes and.-wuges, freedom of purcbase. To
pay when dus, il taxes lawfully ossessed and levied
under the laws of the Stare or the United States upon
improvements, oil and gas produced fsom the lands hese--
under, or other rights, property or snsets of the lesson;
to accord all workmea and employees complete freedom
of purchase, snd to pay all wages due workmen snd em-
ployees ut lenst twice each month in the fawful money
of the United States.

(1) Equal Opportunity cluuse. During the pecfomm--
ance of this corittact the lessee ugrees as Inllows:

(1) The lessee will not discriminate against
any employee or applicant for employment becauvse of
race, creed, enlor, or netinnal origin. The lesgee wil)
take otfirmative octlon 1o ensure that applicants ere
employed, und that employees are treated during em-
ptoyment, without regerd to their race, creed, color, of
natienal origin, Such oction shall include, but not be
limited to the following: employment, upgrading,
demotion, or transfer: recruitment or recititment ad-
vertising; layoff or termination; rates of pay or other
forme of compenzatign; aad selectlon for aining,
Including apperonticeship. The lessee agtees to post
in conspicuous places, avuileble to cmployees and
applicunts for employment, notices to be provided by
the contracting officer setting forth the provisiens of
this nondiscrimination clause. _

(2) The lessee will, in all solicitations ‘or
odvertinements for employees pisced by or on bebalf
of the lessee, gytate that all qualified applicants will
receive consideration for employment without mgma
to tecew, creed, color, or nations! origin.

(3) The lessco will send tn each labor
unien or representative of workers with which be
has a collective bargaining ogreement or otber coa-
truce ocr understanding, 2 notlce o be .provided by

F Y
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the sgency contraeting officer, mdvising the labor
union ©f wotkers' xupresentativc of the lesseo's
commitments Seation 202 of ¥.secotive Or-
der No. 11216 of September 24, 1965. and sholl powt
copies of the notice I conypicuons pinces aveliable
to ermployees and upplicants for emplayment.

(ay The lessoe will comply with sll provinions
of Executive ordet No- 11246 of Septembet 24, 1065, ahd
of the mles, ceguintions. gnd retevent arders af the
Sectolasy of L abor.

g) The losse® witt fornish aft information and
oposts requiced BY Frccutive Osdet No. 13246 of
Septesbur 24, 1965, and by the ruies. regulations, and
orders of the SecteI Bty of Labor, O pursuant therelo,
ana will pecmit access to his books. records, und
-;\cconnm by \he contraciing agency and \he Secretary
of Labor {01 purposes of investigﬂ«inn 1o escuanaid
compliance with such rules, segulatjons. and otders.

® in the event of the \es_cee's noncomplisnce
with the “ondiscximmonon clavses of (his cuntract of
with any such ales, xegulations, oq o1dere, this contract
may be cu\cwned. tesminated of suSp'endtd in whole of
in part snd the legaee moy be declared ineligible for
furthet Govemment cuatiacts in gccardance with pfo-
cedures authorized i Eaecutive Osder No. 11246 ©f
Septembet 24 1965, and guch other ganctions way he
imposnd «nd remedies invoked ©S grovided in Execu-

*tive Order Nn. 11246 of Septembrer 24, 1965. ot by mile,
rugulution, ¢ order of the Secretary of L.ubor, or 8BS
othoywiae pmvidml by law.

7 The fessee will include the provisions of
paragraphs (&) through (7) in every subcontract of put-
chase osder unless exempted by wsles, yegulations, ©f
orders of the Secrelury st Labor jgsued pursuant @
Section 204 of Exscutive Ovrder No- 11246 of Scp
rembet 24, 1965, s© that such provisions will be binding
upon each subcantractor oF yendor.  The fessee will
take such action with jespect to any subrontiuct of
purchase order as e contimcting Sgsney mray ditect
ag © mMEWns of enforcing guch provisions including
gunctions for noncompliance: Propided, bowever. That
in the eveot the tesawe becomes involved in, of is
lhmawnea with, 1igation with 3 subcontracior ot

weadotr a8 2 resuit af such Qdicection by the cantracting
agency. the lussee may jequest the United Sratex o
enter inte such {jtingtion 10 protect the interests of
the United Stules.

() Assipnment of ofl wnd gas [cuse or inrgrest
thesein. NS required bY spplicable jaw, to file for
approval by the lessor a0y instrument of pansfcr pade
of this leese oF any interest thescin, including wesigo-
ments ot record title, operating ggreements and
subleases, working ot roynity biteests, within sinety
{90) days from the date of final axucution thereof:

(n) Fipelined (o puechase 0¥ convey 4t rousuvnohle
rares und withoud diseriminalion Jt owner, ot opecntor,
or owner of @ coatiolling jnterest lo 8oy pipeline of
ol any compiny operwtingk the same which may be
opera!ed sccessible 10 the oil or gus derived  from
lands undes this \cane, ‘o actept and convey and, it 8
purcheses of such products, to purchase nt yeasonable
wies und without discrimination e vil o1 88% of the
Government o¢ of apy citizen ov company avt the owner
of sny pipeline. opesating @ fense of pu:chssing ar. sells
ing ofl, g8 pataral gusoline, 0F other products under
the provisions of the Act, of under the provisions of the
act of Aungvwst 7. 1947 (63 Stat. 913; 30 U.8.C. 351

(e) Lands ;«l-.'nlul wirh oil aund gnS (lc'pasils ro-
yerved 9 the Usited States. To cumply with oll
staturory requirements ond roguintions sheroundet, i
the tawds emirausd hemin have been of ahall hesoufter
bo disposed of under the Jawa ieservioe 0 the
United Siates the deposits of oil snd @as thereln,
subject t© such conditions 26 ag@ Or MY hereafter be
provided py the 1avws segerving such oil or @88

) Reservnd ©F sepregated lunds. . waY of the

®) B2 nis lease 18 embraced in 2 rescrvation
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ot seg,wgaled {or any p-’:llicﬂat pUIPOSE. to tond
c)pc'wlious (thereundur in canformity with such requi
monty 2s WY e wmade by the frisetor, Busaeny of Lu
Maaagument. for the plotc:czion and uist of the fnd
The pumpose far which it Wi3 reserved of - regate
s fas as WV he consistent with the use of the 18
for the putpose of this leass which latisr shatt
rogasded a5 che dominaul use wnliss otherwizt provid
hprein oF sepusately st’\pulated. .

Q) Projertion of surfaee, pearural reFUPTESE and
pnwcmums. To take wuch reagonable glaps = WY
needed to prevent operstions ov the lensed lands Q3
unnecexxn:i\y: n chustni orconmbul\ng 1o soit cros)
ur Jamagink C1ops. including fomge, a0d 1{dihbur frov
hegeon ot oM che_rq}\ ?‘;\“gg-[-‘edeml tonds in the vic
ity; (D polluling ale hind water 3 damaging hnprer
ments awned by the United States ot uﬂvel;pallles;
4) destioying. damapioR OF removing fousils, Pistons
pmhistmic ruins, o artsiacisy and upon #0Y pactinl
total rulinguighme }'iﬁ%\!"&nncdlalion of expituti
of this Jease, ox any other sime prio? isnito Wi
required and o the extent deemed aecestafy by ¢t
legsor to fill any pits. ditches and othet excavstion
tomnve oF cover all debris, and sv fur 0% repnonah
pnssihle,' restora the surisce of the leased Yund 3
access souds 10 their Tormec condition, includiog the ¢
mova) of stmetues 25 png if yequised. cThe Ingsof ™
prem:ﬂbt the steps 10 b taken snd restoration to 1
sde with ruspect te the leased lands and improvemen
heceon whether ot not ownod BY “the United State:

[£)] Ouverriding n.yuh.'c,-_ Not g’p crenle pvetfidir
wyrlties W excess of five pereent axcept 8% othetwit
authorized by the eguiniions. .

(s) Deliver prepiises in_ rasd of [orfcives 9
deliver up to tha tessoc id good ocrder end condition th
fand leased inciuding alt improvenents which @
necessary [or e pwse;vatiuu of produuing wille

Sec. 3. The lersor reservis.

() {yscments and rights-of-way- The right !
permit fac joint ©f gevernl UNY ansements o rights
af-way, jciuding wascinents in funnels UpSh. througt
ot in the junds leasod, occupied, of used w3 may
necessuty oF appropriete to the working of the 3aM& U
ol othet tands contwining the deposits Hanusibed i Wb
Act, wod thr treatment and shipmant of prodncts theret
by oF under mwthority of the Govesnmentt. e lessees v
pormitiess. and fur sther public purposeR.

(b2 Disprsision of swrfrce The right o laasy
sell, of otherwise dispose of tha surface of the teuwse
Junds under exisling law or 1owWS nueesftor concted,iuse
fur us s0id surface is aot apcessay (o the nee o My
lessee in the axtiastion nd removol of the of} Ll open
thesein, of {8 dinpose of any fesouict in such Lt
which will nat unteanousbly jntecfcre with. operdivn?
yndes this leose. : !

&) Moanopedy pngt Juir prices ull power wnt
wuthority to pmmulg:\le and unfarce all orders AeCeREATY
o insure he gate of the produsiion of the lewsnd tands
o tha United States and to the public at reasonabls
prices. 10 protact the interests of the United States. ¢
pravent manopaly, and to safepuard the pubtic welfare.

(@ Helirm Pursusnt 0 sce, 1 of e Act, @8
smended, the ounetship and b sight to extract helivn
from sil Ro3 pmduccd wndet this jedse, subject such
fujes and mygutntions as shall ba pyencfibed Ly the
Qecretary of the fmesior. tn case the Jessor clects 1o
take the hetium, the jensce ghall delives Bl pas cow
taining same, o7 porttion theseof desited, 1o the Jessor
ot any polnt o7 tha leasud premises in the manner
required by the lessol (oc the extraction of the helium
in wuch plant ©F soduction works for \hat purposs ws the
tessos may provide, wheteupon the rasidue ghall be
refusned o the lussea with ne substantial duiny o the
detivaty of 198 produced from dys well to 1be purchaser
thureol. The lesace shall not suffer 2 Jiminution of
volue of the gAs from which e huliam bat hiwen OR*
tracted, or loss ctheewise, §oF which he i8 Hot FEDSON
uhly Ccmpcll:snled, save for the value of e hetium
extgactinl, The Jegsor fonhet resesves the right to esect,
anintaie, and opezuv.'e_ any wad all ceduction works, and
oher aquipmcnt nESLESNY for the ext.aetion of heliom
on e pmmise: Vanead
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UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

RENTALS AND ROYALTIES FOR OIL AND GAS LEASES

o~

SCHEDULE ‘A’ = NONCOMPETITIVE

RENTALS. To pay the lessor in advence on or before the
tirat dey of the month ian which the lcese lasves a rents] st
ihe. following rates:

8. If the lsnde ate wholly outside the known geologio
t gtructuce of a producing oil ot gus field: 50 cents por
sere ar fraction thareof far cach lense yeor,

b. On lcases wholly or panly within the geclagic structure
of a producing oil or gas field:

L. If notr commitied to a coopcrative or unit plan which
includes g wall cupable of producing olf of gus and
contsing & generel provislaa for sllocation of pro-
duction beginniag-with the (rst laase yoor alter
30 daya® notice thet all or paret of the lond I3 in-
eluded in such & structurs end for cach y=ur there-
after, prior to & discovesy of all or gas on the lands
hecein, $2 per acre or frection thereol.

2, On the lands committed to en approved covperative
or unlt plan which Includes a well cepable of pro-
ducing oll or gas and contalne a general previsivn
for sllocation of production, for the lands not with-
la the perticipeting srcu et sunupl rantsl of S0 cents
per acre orfraction thereof sach lease year following
diseovary,

MINIMUM ROYALTY. To pey the femuor io lieu of rental at
the expiretion of each lease year aftor dlscovery a minimum
royalty of $1 per acra or, if thete is production, the dilference
batweon the gctus! royaity paid during the Year snd the pre-
scridbed mintroom roysity of $1 per scre, pravided that on
unitized lcosen, the minlmum royally shall be payadble only
on the particlpeting acreage.

ROYALTY ON PRODUCTION. To pay the lessor 12% prrecent
royally on the production removed or soid from theleaaed lands.

SCHEDULE B’ — COMPETITIVE

ROYALTY ON PRODUCTION. To pay the legpor the following
tovalty on production romoved or sold from tha leasad lands.

1. Whoun the sverage productian for the month in barrela
por wall per day is:

PERCENT PERCENT
ovER | S oF ovER | i OF
ROYALTY ROYALTY
s0 12.5 130 150 19
50 60 13 150 200 20
80 70 1 200 250 21
20 80 15 250 | 300 22
g0 | 90 16 300 | 350 23
90 | 110 17 350 400 24
116 | 130 13 400 25

2. On gan, including inflommadle gos, hellum, carbon
dioxide and all other naturs] gsses pnd mixlorew
thergol, snd on nutural o casinghead gesolina snd

other liquld prodycts obtuined Jrom gers; when the
averuge production of gas per well par day for the
month does aot exceed 5,000,000 cubic feer, 12-1/2
percent; and whan sald production of ges exceodn
5,000,000 cubic faet, 16.-273 parcent of the amount
or valoe of the gas and liquid products produced,
said amount or value of such liquid’producta to be
net aller an allowsnce for tha copt of manulacture.

MINIMUM ROYALTY. To psy the leaaor (n lieu of rantal at
the expristion of ench lesse ytar sfter discovery a minimum
royalty of $1 per ocre or, If there ia productlon, the di{ference
between the actual royalty paid durlog the yesr end thes pree
scribed minfmum royally of 81 per acre, provided that on
unitized leaaes, the minimum royelty shall be peyshlz only
on the particlpatiag acreage. '

RENTALS. To pay the lespor in advance on or before the
Iirat day of the month In which the leasw issuea and for each
lcamo yeogr thereafier prior to s digcovery of oil or gas oa the
lcasod lands, an manval rental o{$2 per acre or fraction thereof.

NOTICE

The sversge producton per well per day (or oll aad gas shall be
determlned puranant to 30 CFR, Part 221, “’Oll and Geu Opemting

Rogulations.”’

v

in detemiining the ataount or velue of gee und liquid products produced,
the omount or value shall be net sfter an allowenco lor the cost of

canufacture.

The allowance for cont of manufacture may exceed two.

thirde of the amount or voluo of mny product omly on approval by the

Sccratary of the Interior,

i

e — 4

QPO 847-6B8

[doo4

303 830 8009:# 6/ 6



DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
. CASE RECORDATION

(MASS) Serial Register Page

RunDate/Time: 11/02/01 09:38 AM Page 1 of 2

01 02-25-1920;041STAT0437;30USC181ETSEQ Total Acres Serial Number

Case Type 311211: O&G LSE SIMO PUBLIC LAND 1,840.000 NMNM-- - 019163
Commodity 459: OIlL & GAS L
Case Disposition: AUTHORIZED
Serial Number: NMNM-- - 019163
Name & Address Int Rel % Interest
DUGAN PRODUCTION CORP PO BOX 420 FARMINGTON NM 87499 OPERATING RIGHTS 0.000000000
QUESTAR EXPL & PROD CO 1331 17TH ST #800 DENVER CO 80202 LESSEE 100.000000000
RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS 0.000000000
) Serial Number: NMNM-- - 019163
Mer Twp Rng Sec STyp SNr Suff Subdivision District/Resource Area County Mgmt Agency
23 0300N 0140W 017 ALQ ALL; FARMINGTON SANJUAN BUREAU OF LAND MGMT
23 0300N 0140W 018 ALIQ SE,S25W,; FARMINGTON SANJUAN BUREAU OF LAND MGMT
23 0300N 0140W 019 ALiQ ALL; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
23 G300N 0140W 020 ALIQ w2; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
Serial Number: NMNM-- - 019163
Act Date Code__Action Action Remarks Pending Office
07/22/1973 387 CASE ESTABLISHED SPAR25;
07/23/1973 888 DRAWING HELD
09/10/1973 237 LEASE ISSUED
10/01/1973 496 FUND CODE 05;145003
10/01/1973 530 RLTY RATE - 12 1/2%
10/01/1973 868 EFFECTIVE DATE
10/01/1973 909 BOND ACCEPTED EFF 05/01/67;NM0140
06/30/1981 500 GEOGRAPHIC NAME UNDEFINED FLD;
06/30/1981 510 KMA CLASSIFIED
02/24/1982 315 RENTAL RATE DET/ADJ $2.00;
04/30/1982 140 ASGN FILED MTN FUEL/CELSIUS
05/19/1982 139 ASGN APPROVED EFF 05/01/82;
01/10/1983 512 KMA EXPANDED
01/10/1983 650 HELD BY PROD - ACTUAL
01/10/1983 658 MEMO OF 1ST PROD-ACTUAL CA NMA-011, #1 CLB

TRF OPER RGTS FILED
TRF OPER RGTS APPROVED
KMA EXPANDED

LEASE COMMITTED TO CA
TRF OPER RGTS FILED
NOTICE SENT-PROD STATUS
MEMO OF 1ST PROD-ACTUAL
KMA EXPANDED

04/13/1983 932
05/16/1983 933
07/18/1983 512
08/02/1983 246
10/19/1983 932
11/29/1983 102
12/14/1983 658
01/05/1984 512

EFF 05/01/83;

NMA-0011 EFF 11/15/82

CA NMA-069, #1 CLB

02/06/1984 933 TRF OPER RGTS APPROVED EFF 11/01/83;
09/26/1987 974 AUTOMATED RECORD VERIF MLM/CB
10/20/1988 963 CASE MICROFILMED CNUM 106,530
03/30/1989 575 APD FILED
*04/07/1989 575 APD FILED
05/16/1989 576 APD APPROVED 3 TURKS TOAST NRK
06/02/1989 576 APD APPROVED 4 TURKS TOAST NRK
11/06/1989 932 TRF OPER RGTS FILED CELSIUS ENE/DUGAN
12/19/1989 933 TRF OPER RGTS APPROVED EFF 12/01/89;
12/19/1989 974 AUTOMATED RECORD VERIF TF/MT
03/19/1990 932 TRF OPER RGTS FILED CELSIUS ENE/DUGAN
05/18/1990 933 TRF OPER RGTS APPROVED EFF 04/01/90;
05/18/1990 974 AUTOMATED RECORD VERIF GLC/MT EXHIBIT
NO WARRANTY IS MADE BY BLM 5 c-2

FOR USE OF THE DATA FOR

PHIDDACEC AMAT IMTENMNEN RV R M
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DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

CASE RECORDATI

ON

(MASS) Serial Register Page

RunDate/Time: 11/02/01 09:38 AM Page 2 of 2
06/18/1994 933 TRF OPER RGTS APPROVED EFF 04/01/94;

05/11/1998 575 APD FILED RICHARDSON OPERATING

05/20/1998 576 APD APPROVED 20-1 WF FEDERAL LB

05/19/1999 817 MERGER RECOGNIZED CELSIUS/QUESTAR EXPL

05/19/1999 974 AUTOMATED RECORD VERIF AT

01/24/2000 932 TRF OPER RGTS FILED QUESTAR/RICHARDSON

03/21/2000 933 TRF OPER RGTS APPROVED EFF 02/01/00;

03/21/2000 974 AUTOMATED RECORD VERIF JLV

05/02/2000 575 APD FILED RICHARDSON OPERATING

05/31/2000 576 APD APPROVED 4 WF FEDERAL 20

Line Nr Remarks Serial Number: NMNM-- - 019163

0002
0003
0004

03/21/2000 - BONDED OPERATOR
DUGAN PROD CO - NM0140 SW/NM
RICHARDSON OPERATING - NM1711 SW/NM

FOR USE OF THE DATA FOR

NO WARRANTY IS MADE BY BLM

PURPOSES NOT INTENDED BY BLM



DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
CASE RECORDATION
(MASS) Serial Register Page

RunDate/Time: 11/02/01 09:40 AM

Page 1 bf 1

01 12-22-1987;101STAT1330;30USC181 ET SE
Case Type 312021: O&G LSE COMP PD -1987

Commodity 459:

OIL & GAS L

Case Disposition: AUTHORIZED

Name & Address

Serial Number:

Total Acres
480.000

Serial Number

NMNM-- - 097841

NMNM-~ - 097841
Int Rel % Interest

RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 LESSEE 100.000000000
Serial Number: NMNM-- - 097841
Mer Twp Rng Sec STyp SNr Suff Subdivision District/Resource Area County Mgmt Agency
23 0300N 0140W 020 ALIQ SE; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
23 0300N 0140W 027 ALIQ N2; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
Serial Number: NMNM-- - 037841
Act Date Code Action Action Remarks Pending Office
10/15/1996 387 CASE ESTABLISHED 9610020
10/16/1996 191 SALE HELD
10/16/1996 267 BID RECEIVED $38400.00;
10/16/1996 392 MONIES RECEIVED $960.00;
10/29/1996 392 MONIES RECEIVED $37440.00;
11/06/1996 237 LEASE ISSUED
11/06/1996 974 AUTOMATED RECORD VERIF AT
12/01/1996 496 FUND CODE 05;145003
12/01/1996 530 RLTY RATE - 12 1/2%
12/01/1996 868 EFFECTIVE DATE
12/06/1996 084 RENTAL RECEIVED BY MMS $720.00;11/MULTIPLE
03/20/1997 963 CASE MICROFILMED
11/18/1997 084 RENTAL RECEIVED BY MMS $720.00;21/0000000222
11/09/1998 084 RENTAL RECEIVED BY MMS $720.00;21/0000000238
11/24/1999 084 RENTAL RECEIVED BY MMS $720.00;21/24
01/24/2000 575 APD FILED RICHARDSON OPER CO
03/02/2000 576 APD APPROVED 3 WF FEDERAL 20
09/21/2000 650 HELD BY PROD - ACTUAL WF FEDERAL 20 #3
09/21/2000 658 MEMO OF 1ST PROD-ACTUAL /1/WF FEDERAL 20 #3
10/12/2000 575 APD FILED RICHARDSON OPER CO PETROLEUM MANAGEMENT T
11/22/2000 084 RENTAL RECEIVED BY MMS $719.50;23/286
02/20/2001 084 RENTAL RECEIVED BY MMS $0.50;22/293
08/08/2001 643 PRODUCTION DETERMINATION /1/
Line Nr Remarks Serial Number: NMNM-- - 097841
EXHIBIT
NO WARRANTY IS MADE BY BLM c-3

PURPOSES NOT INTENDED BY BLM

FOR USE OF THE DATA FOR




DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(MASS) Serial Register Page

RunDate/Time: 11/02/01 09:31 AM

CASE RECORDATION
Page 1 of 2

PURPOSES NOT INTENDED BY BLM

01 12-22-1987;101STAT1330;30USC181 ET SE Total Acres Serial Number
Case Type 312021: O&G LSE COMP PD -1987 1,120.000 NMNM-- - 097843
Commodity 459: OlL & GAS L
Case Disposition: AUTHORIZED
Serial Number: NMNM-- - 097843
Name & Address Int Rel % Interest
ABO PETROLEUM CORP 105 S4TH ST ARTESIA NM 88210 LESSEE 20.000000000
MYCO INDUSTRIES INC PO BOX 840 ARTESIA NM 882020840 LESSEE 20.000000000
RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS 0.000000000
YATES DRILLING CO 105 S 4TH ST ARTESIA NM 88210 LESSEE 20.000000000
YATES PETROLEUM CORP 105 S 4TH ST ARTESIA NM 88210 LESSEE 40.000000000
Serial Number: NMNM-- - 097843
Mer Twp Rng Sec STyp SNr Suff Subdivision District/Resource Area County Mgmt Agency
23 0300N 0140W 028 ALL ENTIRE SECTION FARMINGTON SAN JUAN BUREAU OF LAND MGMT
23 0300N 0140W 029 ALIQ NW,S2; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
Serial Number: NMNM-- - 097843
Act Date Code Action Action Remarks Pending Office
10/15/1996 387 CASE ESTABLISHED 9610022
10/16/199%6 191 SALE HELD
10/16/1996 267 BID RECEIVED $70560.00;
10/16/1996 392 MONIES RECEIVED $70560.00;
11/06/1996 237 LEASE ISSUED
11/06/1996 974 AUTOMATED RECORD VERIF AT
12/01/1996 496 FUND CODE 05;145003
12/01/1996 530 RLTY RATE - 12 1/2%
12/01/1996 868 EFFECTIVE DATE
12/06/1996 084 RENTAL RECEIVED BY MMS $1680.00;11/MULTIPLE
03/20/1997 963 CASE MICROFILMED 1
10/16/1997 084 RENTAL RECEIVED BY MMS $1680.00;21/000000077
10/19/1998 084 RENTAL RECEIVED BY MMS $1680.00;21/000000083
03/01/1999 246 LEASE COMMITTED TO CA NMNM102966;
03/09/1999 651 HELD BY PROD - ALLOCATED
03/09/1999 660 MEMO OF 1ST PROD-ALLOC /1/NM102966; FEDWF29#1
03/19/1999 575 APD FILED RICHARDSON OPER CO
04/19/1999 576 APD APPROVED 1 WF FEDERAL 28
07/06/1999 575 APD FILED RICHARDSON OPER CO
08/06/1999 576 APD APPROVED 2 WF FEDERAL 28
10/22/1999 084 RENTAL RECEIVED BY MMS $1680;21/900
11/19/1999 643 PRODUCTION DETERMINATION /1/
11/22/1999 575 APD FILED RICHARDSON OPER CO
11/30/1999 932 TRF OPER RGTS FILED (1) YATES/RICHARDSON
11/30/1999 932 TRF OPER RGTS FILED (2) YATES/RICHARDSON
12/13/1999 933 TRF OPER RGTS APPROVED 01EFF 12/01/99;
12/13/1999 933 TRF OPER RGTS APPROVED 02EFF 12/01/99;
1271371999 974 AUTOMATED RECORD VERIF LR
12/21/1999 576 APD APPROVED 2 WF FEDERAL 29
06/22/2000 932 TRF OPER RGTS FILED (1) YATES/RICHARDSON
06/22/2000 932 TRF OPER RGTS FILED (2) YATES/RICHARDSON
08/07/2000 933 TRF OPER RGTS APPROVED 01EFF 07/01/00;
08/07/2000 933 TRF OPER RGTS: APPROVED 02EFF 07/01/00;
08/07/2000 974  AUTOMATED RECORD VERIF MV/MV
08/24/2000 575 APD FILED /2/RICHARDSON OPER CO -
08/24/2000 575 APD FILED RICHARDSON OPER CO EXHIBIT

C~-4

NO WARRANTY IS MADE BY BLM
FOR USE OF THE DATA FOR




- DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

. CASE RECORDATION
(MASS) Serial Register Page ,

RunDate/Time: 11/02/01 09:31 AM Page 2 of 2
09/21/2000 575 APD FILED /2/RICHARDSON OPER CO
09/21/2000 575 APD FILED . RICHARDSON OPER CO
10/27/2000 576 APD APPROVED 3 WF FEDERAL 28
10/27/2000 576 APD APPROVED » 3 WF FEDERAL 29
10/27/2000 576 APD APPROVED 4 WF FEDERAL 28
10/27/2000 576 APD APPROVED 4 WF FEDERAL 29
07/09/2001 932 TRF OPER RGTS FILED (1) YATES/RICHARDSON
07/09/2001 932 TRF OPER RGTS FILED (2) YATES/RICHARDSON
07/09/2001 932 TRF OPER RGTS FILED (3) YATES/RICHARDSON
07/09/2001 932 TRF OPER RGTS FILED (4) YATES/RICHARDSON
07/09/2001 932 TRF OPER RGTS FILED (5) YATES/RICHARDSON
07/09/2001 932 TRF OPER RGTS FILED (6) YATES/RICHARDSON
08/09/2001 933 TRF OPER RGTS APPROVED 01lEFF 08/01/01;
08/09/2001 933 TRF OPER RGTS APPROVED 02EFF 08/01/01;
08/09/2001 933 TRF OPER RGTS APPROVED 03EFF 08/01/01;
08/09/2001 933 TRF OPER RGTS APPROVED 04EFF 08/01/01;
08/09/2001 933 TRF OPER RGTS APPROVED OSEFF 08/01/01;
08/09/2001 933 TRF OPER RGTS APPROVED 06EFF 08/01/01;
08/09/2001 974 AUTOMATED RECORD VERIF JLV
Line Nr Remarks Serial Number: NMNM-- - 097843

NO WARRANTY IS MADE BY BLM
FOR USE OF THE DATA FOR
PURPOSES NOT INTENDED BY BLM
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'DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
CASE RECORDATION

(MASS) Serial Register Page

RunDate/Time: 11/02/01 09:32 AM

Page 1 of 1

Line Nr Remarks

Serial Number: NMNM--

01 12-22-1987;101STAT1330;30USC181 ET SE Total Acres Serial Number
Case Type 312021: O&G LSE COMP PD -1987 160.000 NMNM-- - 097844
Commodity 459: OlL & GAS L
Case Disposition: AUTHORIZED
Serial Number: NMNM-- - 097844
Name & Address Int Rel % Interest
ABO PETROLEUM CORP 105 S 4TH ST ARTESIA NM 88210 LESSEE 20.000000000
MYCO INDUSTRIES INC PO BOX 840 ARTESIA NM 882020840 LESSEE 20.000000000
RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS 0.000000000
YATES DRILLING CO 105 S 4TH ST ARTESIA NM 88210 LESSEE 20.000000000
YATES PETROLEUM CORP 105 S4TH ST ARTESIA NM 88210 LESSEE 40.000000000
Serial Number: NMNM-- - 097844
Mer Twp Rng Sec STyp SNrSuff Subdivision DistrictResource Area County Mgmt Agency
23 0300N 0140W 029 ALIQ NE; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
Serial Number: NMNM-- -~ 097844
Act Date Code _Action Action Remarks Pending Office
10/15/1996 387 CASE ESTABLISHED 9610023
10/16/1996 191 SALE HELD
10/16/1996 267 BID RECEIVED $9760.00;
10/16/1996 392 MONIES RECEIVED $9760.00;
11/06/1996 237 LEASE ISSUED
11/06/1996 974 AUTOMATED RECORD VERIF AT
12/01/1996 496 FUND CODE 05;145003
12/01/1996 530 RLTY RATE - 12 1/2%
12/01/1996 868 EFFECTIVE DATE
12/06/1996 084 RENTAL RECEIVED BY MMS $240.00;11/MULTIPLE
03/20/1997 963 CASE MICROFILMED
10/16/1997 084 RENTAL RECEIVED BY MMS $240.00;21/0000000779
. 10/19/1998 084 RENTAL RECEIVED BY MMS $240.00;21/0000000838
11/18/1998 575 APD FILED RICHARDSON OPER CO PETROLEUM MANAGEMENT T
03/01/1999 246 LEASE COMMITTED TO CA NMNM102966;
03/09/1999% 650 HELD BY PROD - ACTUAL
03/09/1999 658 MEMO OF 1ST PROD-ACTUAL /1/NM102966; FEDWF29#1
10/22/1999 084 RENTAL RECEIVED BY MMS $240.00;21/900
11/19/1999 643 PRODUCTION DETERMINATION /1/
11/30/1999 932 TRF OPER RGTS FILED YATES/RICHARDSON
12/30/1999 933 TRF OPER RGTS APPROVED EFF 12/01/99;
12/30/1999 974 AUTOMATED RECORD VERIF JLV

- 097844

NO WARRANTY IS MADE BY BLM
FOR USE OF THE DATA FOR

PURPOSES NOT INTENDED BY BLM

EXHIBIT

C-5




! DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
CASE RECORDATION
(MASS) Serial Register Page

" 1Date/Time: 09/17/01 01:16 PM Page 1 of 1

vl 12-22-1987;101STAT1330;30USC181 ET SE

Total Acres Serial Number

Case Type 312021: O&G LSE COMP PD -1987 960.000 NMNM-- - 099003
Commodity 459: OIL & GAS L
Case Disposition: AUTHORIZED
Serial Number: NMNM-- - 099003
Name & Address Int Rel % Interest
ABO PETROLEUM CORP 105 S4TH ST ARTESIA NM 88210 LESSEE 20.000000000
MYCO INDUSTRIES INC PO BOX 840 ARTESIA NM 882020840 LESSEE 20.000000000
RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS 0.000000000
YATES DRILLING CO 105 S4TH ST ARTESIA NM 88210 LESSEE 20.000000000
YATES PETROLEUM CORP 105 S4TH ST ARTESIA NM 88210 LESSEE 40.000000000
Serial Number: NMNM-- - 099003
Mer Twp Rng Sec STyp SNr Suff Subdivision District/Resource Area County Mgmt Agency
23 0300N 0140W 030 ALL ENTIRE SECTION FARMINGTON SAN JUAN BUREAU OF LAND MGMT
23 0300N 0140W 031 ALIQ N2; FARMINGTON SAN JUAN BUREAU OF LAND MGMT
Serial Number: NMNM-- - 099003
Act Date Code Action Action Remarks Pending Office
07/16/1997 191 SALE HELD
07/16/1997 267 BID RECEIVED $35520.00;
07/16/1997 392 MONIES RECEIVED $35520.00;
‘04/1997 237 LEASE ISSUED
04/1997 974 AUTOMATED RECORD VERIF BCO
08/07/1997 600 RECORDS NOTED
09/01/1997 496 FUND CODE 05;145003

09/01/1997 530 RLTY RATE - 12 1/2%
09/01/1997 868 EFFECTIVE DATE
09/10/1997 084 RENTAL RECEIVED BY MMS
05/06/1998 575 APD FILED

05/15/1998 576 APD APPROVED

06/02/1998 963 CASE MICROFILMED
07/15/1998 084 RENTAL RECEIVED BY MMS
03/29/1999 932 TRF OPER RGTS FILED
04/13/1999 933 TRF OPER RGTS APPROVED
04/13/1999 974 AUTOMATED RECORD VERIF
05/12/1999 650 HELD BY PROD - ACTUAL
05/12/1999 658 MEMO OF 1ST PROD-ACTUAL
07/26/1999 084 RENTAL RECEIVED BY MMS
12/07/1999 643 PRODUCTION DETERMINATION
03/28/2000 575 APD FILED

05/24/2000 576 APD APPROVED

Line Nxr Remarks

$1440.00;11/MULTIPLE
RICHARDSON OPERATING
30-1 WF FEDERAL

$1440.00;21/000000082
YATES ETAL/RICHARDSON
EFF 04/01/99;

JLV

/1/#30-1 WF FEDERAL
$1,440.00;21/00000008
/1/

RICHARDSON OPER CO

2 WF FEDERAL 30

Serial Number: NMNM-- - 099003

| EXHIBIT

NO WARRANTY IS MADE BY BLM C-6
FOR USE OF THE DATA FOR
PURPOSES NOT INTENDED BY BLM
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ehgaped in bona gide drilling or reworking operations thereon, this. Icase shall semaln }n full foree and effect -
: soﬁou as such epecations ate: dillzently prosecured and, i they mesult in the productiin of oll or pas; se loug
herealter-ag il and gas in payine.quantitics or elther of them {s produced from sald lhnd; providiy, however,
ugao ratlons extonding beyond. the secondary termy shall be approved by the lessop Wpen written opplication -
- fited with. the:lessot-on: rb!etom-tho-ex [ration of said term, and a report of the statud of all of such epetas
1l be mada by the lessee to the lessor every 30 dnys and n cessatlon of such operiations for mereithan 20
{ve- days shall be consldered: ag an ahandonment of such operations and thereupon the provisions hepes
of shall be ol o further force oF effest, | - o e
Ll IN - WITNESS WHEREOR, the pacty of the £isst pass has heyounte signed and ;mas- d Its name 1o be signed
by its Commissioner of Public Londs therounto duly authorized, with thu seal of his pifice aftised, and ho
Jessce has signed this aprcement tho day and yenr st above wrliten, .« . ) g
R I S SINTE OF NEW,MEXICO o
e DO AR L SRy 2 R R Ry ‘._«,-’.;2(
‘commsswm&:%b? PUBLIC LANDS, Lossor,
5 ROt S Arivreslinin
ol
(FEAL)

PPt bt e g enrgenpris g tartton 19./}2,..,
'

AL I TR Ty

Lonsee, -

‘
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] e e e B
(PERSONAL ACKNOWLEDGMENF) ' .

i STATE OFuian DAL FELE0 i) . VT

bS?

- COUNTY OF. BRIV M| ;
o!‘ lhls ‘haljnn;uvﬂt-mm"“’_ Of.nmf,-‘uﬂﬁ.ﬂ_l{f.b.?.n,...,.......,.,.,_,,,»,,,,,,,,,,, ‘9'!}‘9' ')p'spna ,y avvo“tcd botnre mo

BRI, -1 111 W -3 713 73 ETCE - RO A PSS

" te inA knuwa to bo the Person..e. Wha cxccuyod the foregoing Instrument as Lestee, anv acknowledaed that
i ,‘ n-."m.m-hﬂv..n--;.',.Vl'zculPd ﬂlB samp hS.nu.rhiS-»ﬁl’D act amd deed,
© In WITNESS WHEBEOFT § have hereunto set my hand and affived my 'wll 1)1l the day and year In

. this meptificate above wilsten, )
N ' Notary Punlic,

(RT3

DR UL LR TR o1 T —

[Cignitd 208 SR , ,
. PR . (ACKNOWLEDGMENT BY ATTOUNEY IN £ACT)
B BYAI‘G dl"ﬂuﬁj}(r;pw--;v-v‘vgv';v\éi\y'mm‘pv;-yn"n-nymmm«mu,r“ . : . : -

", COUNTY, OF. ot ) , 5

woror

.‘ OI\ "h‘.ﬁ ‘h'u-,—vv'-'vvv-v"'v""."day D‘-v--mm'wvm--u:mmnlnmv-nun-u-uvjv-nmm-u--nmn-mn. 10'...,.. .y ;\crsonally uﬂw.‘ll“’.d
.._ : b&‘fﬂﬁ mu oy srree ey " . L L L E I U ST S e P T ST PR EYCRROE LT ._' 3
' tg me known t ke Thi POYEOTLys-. whn uxcented the ferejiolng rarument in LTSI 4
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T
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© and acknowledged (HatiumeiBmmexeeitod the same as the fres act and deed 0F 01 st erern i

IR TR TS AP e +

' “Tn WITN \YE'IEREOFt' t have iwrcunto set my hand and affixed my official sefit the ey and year In
- this certitisato abuve written, e . ; , .

P e I P i R )

S R T T T L L TE Ll ST I UIE: LTy e

* : . . ” P N T T T T ’
My Commission Expiress - S Notary Publie,
T 3 o wmwomw:'.\cKNowl.t:umn-:N'r ON BACK)
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rorim 46- -ORIGINAL
- []
. LEASE No....B=67Y4 .~ . . . ..

THIS AGREEMENT, dated thig the

OolL

- G1-0r0

L APPLICM.}_ t NO.... E=0T14
AND GAS LEASE
...... 10th day of....December A. D. 1932 .., made and

entered into by and between the STATE OF NEW MEXICO, acting by and through the undersigned, its Com-

missloner of Publlc Lands, thereunto duly suthorized, party of the first

rt and hereina.ster call

ed the "Less-
L&«u‘ )

or,” and PUNODW [ENT'.IF\C -(N'SJ_") ot AT
P. 0. BOX 3360; ALBUQUERQUE, NEW MEXICO $71903

party of the second part, herelnafter called the “Lessee,” whether one or more,

State Land Offlce; and

WITNESSETH:

WHEREAS, the said lessee has filed In the office of the Commlssioner of Public Lands an application for
an oil and gas lease covering the lands herelnafter described and has tendered therewith the required first
payment belng not less than the amount required by Jaw and by the rules and regulations of the New Mexico

WHEREAS, all of the requirements of law relatlve to sald application and tender have been duly complied

with and sald application has been approved and allowed by the Commlssloner of Public Lands:

THEREFORE, for and In consideration of the premises as well as the sum of. THRER. THQUSAND. TWO...

HUNDRED EIGHTY-STX DOLLARS AND SEVENTY CEWTS .

and more particulary described as follows:

............ ) Dollars,

the

same being the amount of the tender above mentloned, pald In cash, and evidenced by official receipt No... P=26596

and of the further sum of $...5.00... filing fee, and of the covenants and agreements herelnafter contained
on thé part of the lesse to be pald, kept and performed,the sald lessor has granted and demised, leased and let
and by these presents does grant, demise, lease and let unto the sald lessee, exclusively, for the sole and only pur-
pose of exploration, development and production of ofl and/or gas thereon and therefrom with the right to own
ail oll and gas so produced and saved therefrom and not reserved as royalty by the lessor under the term of
this lease, together with rights of way, easements and servitudes for pipe lines, telephone and telegraph lines,
tanks, power houses, statlons, gasoline plants, and fIxtures for producing, treating and caring for such pro-
ducts, and housing and boarding employees, and any and all rights and privileges necessary, Incident to or
convenient for the economical operation of sald land, for oll and gas, with right for such purposes to the free
use of oll, gas, casing-head gas, or water from sald lands, but not from lessor's water wells, and with the
right of removing elther during or after the term hereof, all and any Improvements placed or erected on the
premises by the lessee, Including the right to pull all casing, subject, however, to the conditions hereinafter

set out, the followlng described land situate In the Count....Y....of...38n Juan

State of New Mexl!co,

= 5 Lantitatt & BUBDIVIBION
nwatitution ec, Twop. Range L. e ——— e m e ACRES
e COLUMN 1 COLUMN 1 OO:.UMN ] COLUBMN ¢
:4”/ c. 8. 2 .| 29N J{.w Swine} SB}NE} 80,00
T2 |c.8, | 2 |29 | 14w sw}m;} 40.00
— - —|—— “tot 2— |~ ot} —————
JA71ce 80 |32 [ 308 | 14w : 42.89 43.27 86.16
S : T st x _
421Ta 8. | 36 | 308 [ LW | 35.41 35.41
> |c. 5. | 36 | 308 | 1w SUENWE 40.00
- ,_.._..1._.___....-‘_ e e . — .—wt 5
5" e, 8, | 36 | 308 | uw 47.10 47.10
7 - 328.67
I I A I W _ e
9
— To _—
11 o ) .
2 )
_ 13
14
15
s
- 17
T 18
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LA

sald lands having been awarded to Jessce and designated ss tract No.O=8 . ata publie sale held by the

Commissloner of Public Lands on.. Decembar 10th. .. .. , 19.52..... (To be {illed in only where Iands are
offered at public sale.)

TO HAVE AND TO HOLD sald land, and al} the rights and privileges granted hereunder, to and unto the
lessee for a primary term of five (5) years Irom the date hereof, and as long thereafter as ofl and gas in pay-
Ing quantities, or either of them, iz produced from said land by the lessee, subject to all the terms and condi-
tions as herelnafter set forth,

In conslderatlon of the premises the partles covenant and agree as follows:

1. Subject to the free use without royaity, as hereinbetore provided, the lessee shall pay the lessor as
royalty one-elght part of the oll produced and saved from the leased premlses or the cash vahie therest, at the
optlon of the lessor, such value to be the price prevalling the day oll is run into a pipe line, if the ofl be run
Into & pipe lne, or into storage tanks, {f the oll be stored. : H . '

2. Subfect to the free use without royalty, as herelnbefore provided, the lessce shall pay the lessor ns
royalty one-efghth of the cash value of gas, including casinghead gas, produced and saved from the leased
premises and marketed or utllized, such value to be equal to the greater of the following amounts: ’

(a) the net proreeds derlved from sale of such gas in the fleld, or
{b) five cents ($.05) per thausand cuble feet (m.c.l.), the volume of gas for such purposes to b
computed on & pressure basis of 10 ounces above an assumed atmospherle pressure of 14.4 pounds per
- square inch, or 15,025 pounds per square Inch absolute, at 60° Fahrenheit, and pursuant to appropriate
regulations of the Commissiosser of Public Lands which mav provide, among other things, for a Howing

temperature of 60° Fahrenhelt lo he assumed and applled in volume computation in all cases where a

recording thermometer fs not applied by the lessee In gas measurement, and for specific gravity tests at

the lessee's expense at Intervals not greater than one year In all cases where a recording gravitometer s

not employed by the lessee In gas measurement: !

Provided, however, the cash valte for roynlty purposes of carbon toxide gas and of hydrocarbon sas deliver-
ed to a gasoline plant for extraction of Hquild hydrocarbons shall be equnl to the net proceeds derived from
the sale of such gas, Including any Hquid hydrocarbons recovered therefrom.

Notwithstanding the forsgoing provisions, the lessor actihg by lts Commissloner of Public Lands, ma
require the payment of royaity for all or any part of the gas produced and save:d under this leasc and mark-
and under ltke conditions in the same fleld or ares or may reduce the royalty value of any such pas {lo anv
amount not, lesg than the net proceeds of sale thereof In the fleld) the Commissioner of Publle Lands shall

eted or utilized ut a price per m.c.f. equal to the maximum price belng paid for gas of lke kind nnd qualty— "™
L

determine such action {o be necessary to the successful operation of the lands for oll nr pgas purposes or to .

encouragement of the greatest ultimate recovery of oll or gas or to the promotion of conservation of ol or
gas. T e s . .

3. Lessee agrees to make full ssttlemant on the 20th day of each month for all rovatties due the lessor
for the preceding month, under this lease, anit to permit the lessor or {ty agents, nt all reasonnble hours, to ex-
amine lessee’s books relating to the production and disposition of oll and gas produced. Lesses further agrees
tn submit to lessor annually upon forms furnished by lessor, verilied reports showlng lessee's operntlons for
the preceding. year. . . L :

4. 1t s expressly agreed that the conslderation hereinbefore speaified is n pood, valid and  substantial
conslderation and sufficient In all respects tn support each and every covenant herein, includhig specifienlly

the option franted the lessee tb preveht the termination of this lease from year.to yean hy- tHé "payment  qr
tender of the further rental hereinafter provided for. y :

At annual rental, at the rate of.. 258 . . per acre shall Leson.. due and payable to the Yessor by the
lessee, or by any transleree or assignee of the same, or any part hereof, where such transferce or - sssignee
hias been vecognized, and such transfer or nssignment aporoved by the lessor as  herelnafter, provided, upon-
each acre of the land described and then clalmed by such lessee, transferce or assignee hereunder,’ and the
same shall be due and payable in advance to the Jessor on the successive anniversary dates of this lease, hut
the annual rental on any assignment shall in no event be less than Six Dollats (36.00). R

In event the lessee shall elect to surrender anv or all of snld acreage, lie shall deliver to the Commis.
sioner a duly executed release thereof and In event sald lease has been rcorded, than he shas’ upon request
furnish and dellver to sald Commissloner a certified copty of a duly recorded release. . . -1 ° .

5. The lessee may at any time by paying to the State of New Mexico, acting by {ts | Commissioner of
Public Lands, or other authorized officer, all amounts then due as provided herein and the further sum of Ten
Doltars ($10.00), surrender and cancel this lease insofar as the same covers all or any portion of the lands here-
fn leased and be relleved from further obligations or linbility hereunder, inthe manner as herelnbefore provid-
ed. Provided, this surrender clause and the optlon herein reserved to the lessee shall cease nnd become ahsolute-
ly inoperative Immedlately and currently with the institution of any sult in any court of law or equity by the
Irssee, lessor or any asslagnee, to enforce this lease, or any of {ta terms express or implied,

6. All payments due hereunder shall he made on or before the day such payment is due, In cash or by
certified exchanze at the Office f the Commissioner of Publle Lands in Santa Fe, New Mexico.

1. The lessee with the cohsént of the lessor, shall have the right to assign this lease In whole og jn part.
Provided, however, that no assignment of any undivided Interest In the lenge or sny part thereot nor any as-
sigpinent of jess than n legnal su%)d!vlslon shail be recognized or approved by the lessor. Upon approval in writ-
Ing by the lessor of an assignment, the assignor shall stand relteved from all obligations to the lessor with re-
spect to the lands cinbraced n the asslgniment and the lessor shall likewlse be refldved from all obligations to
the asslgnor as to such tracts, and the assigne shall succeed to sll of the rights and privileges of the assignor
with respect to such tracts and shall be held to have assumed all of the dutles and obligations of the assignor
to the Jessor as to such tracts. ) .

8. Lessee ngrees with reasonable ditigence to offset all paying off or gas wells drilled, within 300 feet of
any of the land covered by this lease and retalned hereunder,

9, The lessee agrees to notify the lessor of the location of each welf before commencing drilling thereon,
to keep a complete and accurate log of sach weli drilled and to furnish a copy thereof, verified by some person
having actua! knowledze of the facts, to the lessor upon the completion of any well, and to furnish the log of
any unfinished well at any time when requested to do so by thelessor. If any iands embraced In this lease shall
be included In any deed or contract of purchase outstanding and subsisting Jssund pursunnl to any sale made of
the surface of such lands prior to the date of this lease, it is sgreed and undersiood that no driliing operations
shall be commenced on apy such lands so sold uniess and until the lessee or his assignee shall have filed a good
and suffictent bond with the lessdr 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 remson of the developments, use and occupation of such
tands by such lessee. Provided, however, that no such bond shall be requlred i such purchaser shall walve the
right to require such bond to be given in the manner provided by Jaw. . )

10. In drilling wells all water-bearing strata shall be noted In the lo!z. and the lessor reserves the right to
require that all or any part of the casing shall be left In any non-productive well when lessor deems it to the
interest of the State of New Mexico to maintaln said well or wells for water. For such casing so left In wells
the lessor shail pay to the lessee the rensonable value thereof,

“* " ¥ aneaa ghall be lable and agrees to pay for all dumages to the range, llvestock, growing crops or im-

< «~aratlons an sald Jands. When requeste ' the lessor, the lesser shall bury

.
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< !
~wr  ane sessee shall no *ve any machinery or {ixtures placed. 'd premises, nor draw the casing
from any well unless and uni__ . 1yments and obligatlons due the lesl&1 ar the terms of this agreement

shall have been pald or satistied.~yfle lessee’s right to remove the casing 18 wzbject to the provision of para-
graph 10 above,

13. Upon lallure or default of the lessee or any asslgnee to comply with any of the provislons or coven-
ants hereof, the lessor Is hereby authorized to cancel this Jease and such cancellation shall extent to and In-
clude all rights hereunder as to the whole of the tract so clalmed, or possessed by the lessee or assignee so
defaulting, but shall not extend to, nor affect the rights of any other lesses or assignee clalming any portion
of the lands upon which no default has been made; provided, however, that before any such cancellation shall
be made, the lessor shall mall to the lessee, or assignee so defeulting, by registered mall, addressed to the
postoffice nddress of such lessee or assignee as shown by the records of the State Land Office, a notice of
Intentlon of cancellation specllying the default for which cancellation is to be made, and If within 80 days

from the date of malling sald notice the sald lesseee or assignee shall remedy the default specified in sald
notice, cancellation shall not be made.

14. Al the terms ot this agreement shall extend to and bind the helrs, executors, adminlstrators, suc-

‘cessers and asslgns of the parties hereto.

15. It the lessee shall have fafled to make discovery of ofl and/or gas in paying guaintities during the
primary term hereof- the lessee may continue this lease In full force and effect for an additional term of five
(5) years and as long thereafter as oll and gas In paying quantities, or elther of them s produced from the
leased premlses, by paying each year In advance, as hereln provided, double the rental provided hereln for the
primary term, or the highest rental prevailing at the commencement of the secondary term In any rental

district, or districts in which the lands, or any part thereof, may be situated, If 1t be greater than double the
rental provided for the primary term.

16« If the lessee shall have malntained this lease In accordance with the provisions hereof and {f at the
expiration of the secondary term provided herein oll or gas Is not being produced on sald land but lessee I
then engaged In bona flde drliling or reworking operations thereon, this leage shall remalin In full force and
effect so long as such operations are diligently prosccuted and, it they result in the production of oll or gas,
so long thereafter as oll and gas In paying quantltles or elther of them s produced from said land; provided,
however, such operations extending beyond the secondary term shall be approved by the lessor upon written
application filed with the lessor on or belore the expiration of sald term, and a report of the status of all of
such operations shall be made by the lesgee to the lessor every 30 days and a cessation of such operations for
more than 20 consecutive days shall be considered s an abandonment of such operations and thereupon the
provisions hereof shall be of no further force or effect,

IN WITNESS WHEREGQF, the party of the first part has hereunto slgned and caused its name to be signed
by its Commissloner of Public Lands thereunto duly authorized, with sepl of his oltigs” altixed, _and the
lessee has signed this agreement the day and year {irst above writted :

) ;
wieed
IR
AL

AL .

. f1-* A £9
esl eiﬁ,‘ AT

Distributed this the....... 19th day of...ccoonnen. Penemhexr ... . ...:;,4,-11:...,.,.

I

TSIV v oA o) )
88
COUNTY OF. }
On this the AAY Of .. ooerececie s e acreacasase s censanareesnas < 19...... , personally appeared before me
“to me knowh",-to, be the person........ who executed the foregoing Instrument as Lessee, and acknowledged that
i hee :..‘.'.:.e)'(ecuted the same as.............cccc.co. free act and deed.

. IN WI’.yNESS WHEREOF: 1 have hereunto set my hand and affixed my officlal seal the day and year in
this certiflcate above written. )

My’ Eommission Expires: ’ Notary Public.

, (ACKNOWLEDGMENT BY ATTORNEY IN FACT) S
STATE OF...o..)

COUNTY OF....... P, w

§ T

On this the............ BAY Of oot e sttt eerc e s semst e , 10, DErsonally ‘appeared
DOLOT® M@ueccersrsssivmnssssssrsissssssssabagbesnelvesseshosscnssssbvssnsrees et it e _
to me known to be the person........ who executed the foregolng Instrument In behalf of.........ccoceriuninmminecnaricnns
and acknowledged that.......... he. e executed the same as the free dct and deed of sald

nd year in
this certificate above written.

My Commisslon Explres: Notary Public.

[ B

(CORPORATE ACKNOWLEDGMENT ON BACK)

Crore roeps A



(ACKNOWLEDGMENT BY CORPORATION)

T

On this u;enl7 ........ day of... A( cormbers. ...

D et dems...
)

to me personally known who being by me duly sworn did’ say ‘that he fs thedc.u

.......................... lﬂ\g-‘a‘l personally apppeared

lhe seal affixed to the toregoing ‘instrument is t

W...M
- T 2o e T
nt was slgned and sealed In behalf of sald corpor:tlon by authority of Its board of directors, and sald
RSP o
mle ce{'tlﬂ s,

cate aboée wrlt n,

YR

corporate peal of sald cotporation, and that sald
acknowledges #aid Instrument to be the free act and deed of said corporatid
WHEREOF; 1 have hereunto set my
<, %

..... N OO SC TRV UUPU R

:ﬁd affixed my omgal the day and year in

Notary Publlc
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IR Apvucm,ﬁb”
 OlL. AND GAS LEASE ‘ :

. THIS.AGREEMENT, dated this the... 2880 day of ... S
ehtered into by and between the STATE OF NEW MEXICO, acting by and through the undersipned, its Coms.
. issloticr of Publie Lands, thereunto duly authorlzed, party of the fisst part and herelnalter called the "Less-

on" and oo o JL ATRINS and L, o BARTIOER,
L ' Ts C. Box %7, !-Zonp'-lié, Ternesce?
© .- parly of the second part, hereinafter called the “Lessee,” whethier one or mare,
J} WITNESSETH:
WHEREAS, the sald Jessee has fited i the office of e Commissiontr of Publie Lands an application for

“an olf and pas lease covering the Yands Niereinatter describud nnd hias tendered therewith the reguived Liest pay-

“ment belng not less thun the amount required by fuw and by the rules and regulations of the New Mexlco State
-~ Land Office; and. ‘

.- \WHEREAS, all of the requirements of 1aw relative to sald application and tender have been duly complied.
<, with and sald applleation has heen approved and allowed by the Commissloner of Public Lands:

. . THEREFORE, for and In consideration of the premises as well as the sum of...
o] LGNS HULDRED 8TYTY '

and of the further sum of §....5eC2. .., filing fee, and of the covenants and agreements herelnalter contatned
on the part of the lessee to e patd, lept and pecformed), the sald lessor has. granted and demised, feased and let,
und by these bresents does grant, demise, lease and et unto the sald lessee, exclusively, for the sole and only pur-

- Juse of exploration, development and productiun of it and/or gns thereots and therelrom: with the right to own

\ all oll and gas so produced and saved thevefrom and nut reserved as royalty by the lessor under the term of this
" . lease, together with rights of way, cascinents and servliudes for pipe lnes, telephione and telegraph lines, tanks,
power houses, Statlons, gasoline plants, and fixtures for pruduclng, treating and caring for such products, and
hwousing and boarding employces, and any and alt siphts and privitepes hiecessary, Sncldent to or conventent for

. {lte ecunomleal operation of satd lani, for oit and gas, with right for such purposes to tlie free use of ofl, gay,

. casing-head gas, or water from suld lands, but not from Lessor's water wells, and withi the right of yetnuving elthier!
. duriug vr after the term hereof, all and any Jmprovements placed or viceted on the premises by the lessee, in-
. cluding the right to pull all casing, subject, hpwever. to the comdithing herelnafter set ont, the tollowlng desetlh-
“ & lund shtuate In the Count...Z.. of.... 0, Fuan

- rereeesresieeneo e Stitte of Now Musleo, and smote
- ];qr\lcu!nr_ly‘llnscrllmd as follotvs:

mnuuuo'n See, Tup, | Hunzo _."mi!_"‘ ISION i . Aeney
) R COLAIMN 1 COLUMN 2 | COLUMN 3 COLUMN &

IR -

.16 !..s.z CRA
R N 40.m0

40.00

40, _

4000 2

An,00 ¢

| _ana0n.

e 40’.‘00

N AN

L GA0,00
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sald lands hiving been awurded to lessee tnd destnated a8 10aet Nouw e it 3 publie sute held by the .

{'To be fitled in only where $unds ave
ulfgred at publle sale.) : L

TO HAVE AND TO HOLD sald Lawd, and all the vlglits and privileges granted hereutider, to and unto the -
fossee for a primaty term of five (5) yeavs feoni the date fiereof, and s fung theveafter ns oll and “gas in pay-
inz quantities, or cither of thom, §s produced from sald Inud by the fessee, subject to all the terms: and contlle
tlons as herelnafter set forth,

Inn consideration of the premises the parties covenunt amd ngree us follows:

1. Subject to the free use without royaity, as hierelnbelore provided, the lessee shall pay the lessor us
royalty anc-cighth part of the oll produced and saved from the leased premises or the cash value thereof, at the
optlon of the.lessor, such value to be thie price prevalling the day ofl Is run fnto a plpe line, IE the ol be rut In
to a pipe line, or tnto starage tauks, I the oll be glorel, . :

2, Subject to thie free use without royalty, as herelabeture provided, the fessve. shull pay the fessor us
ro‘)'nlty one-cighith of the cash value of pas, Includlng coslnghead gas, produced and suved from theileased pree -
Imises ant marketed or utilized, such value to be equal to the greater of the folluwing anounts:

(a) *the et proceeds derlved from sale of such pas h the fiold, op
(b} five conts (5.03) per thousand cuble feet {m.e.l), the volume of pas for such purposes tu be cointe
puted on a pressure basfs of 10 ounces above an assumed atmusphictle pressure of 144 pounds per syuare
inch, or 15,025 pounds per square Ench absolute, at 609 Falirenlielt, and pursuant to appruptiate regulations
of the Commissioner of Public Lunds which may provide, amung other things, for a flowling temperature ol
£0» Fahrenhelt to be assumed mud applied in volume computation In all cases where a tecording thernio-
meter Is hot employed by the lessce i gas measurcment, and for speeifie pravily tests at the lessee's ex-
peitse at-fntervals not greater than vne year In all cases where a revovding gravitometer §s not employud
by the lessce In gas meusurement;
Provided, however, the cash value for royalty purpuses of carbon dloside gus wund ol hydrocarbion pas delivered
to a pasoline plant for extraction of Jiquid hyirorarions shall Le enual to the net proceeds derlved’ from the
sale of such gas, Including any Jiquld hydroearbuns recovered therefrom, )
Notwithstahiding the foregolng provisions, the dessor acthigz by its Comnitssioner of Publie Lunds, nay te-
qulre the payment of royally for all ur any part of the gas produced nnd saved under this lease sk imarkieted
or utilized at a.price per me.f. equal to the maximum price belng et for gas of ke Kind and yuniity it Wi
Jer Hite conditions In the same fleld or area or may teduce the royalty value of any suchh gas (to any timount
not less than the net procceds of sate thereof i the fald) M the Cantmbssloner of Publis Lamds shall deterniine
such action to be negessary to the stiecessful operation of the Tumds fur oil ur f1as purposes or to eticouragement
of the preatest ultimate recovery of il ur gas or o the promotim of eonservation of ol or gas,

3. Lossce agrees to make full settloment on the 20th day ol cach munth tor o)t royalties due the lessor
for the precedlng month, under this Jease, and to parmit the lessor or Its ngents, at all reasonable houss, to ex-
amine lessee's baoks relating to the productlon it disposition of 6ll ad gas produced. Lessce further, aprees {o
submit to lossor onnually upon forms furalshed by lessor, veriflod keports shuwlng leser's upetatlons for the
preceding year.

4, 1t Is expressly aprecd that the constderation hevetnbefore specitled s @ goad, valld nnd substontiad
conshcratlon and sufficlent in ali respeets to supiort each and evety covenaut hieteln, {neluding speclfically the
option granted the lessce tn prevent the taanination of thls Tease from year o year, by the payment or tender
of the further rental heremalter provided for

An annpod rental, at the rate of..... 258 per acve shadl breome due and payuble to the lessor by the
Jessee, or by any transferee or assigiee of the same, ot any part heteof, where sudt (ransteree ot usslgnee {EE
Luen recopnized, and such transfer or assignment approved by the lessor as hereinafter provided, upun each
acre of the land above deseribseet amd then clalmed by such lessee, transferee or assipee fiereuntder, ; td the
s shiall be due and payable In advance to the lessor on the suceessive mmlversary dates of s Jease, but
 the anmial rental un any assigiment shall in no event be fess tiin Sig Dollars (§6.00).

1n cvent the fessea shall elect to sursendes any or alt of sald seveage, he shull deltver to the Connisslonet
a duly exceuted release tiercof anid in eveat sald lese has bren reeorded, then e shall upon request  fuinish
and dellvet to sald Commissloner a certified copy ol a duly recorded release.

5. 'The lessee may at any time by paying to the State of New Mexlo, actlng by its Commisstoner of
Publie Lands, or vther authorlzed offiver, 2l anwunts then due os provided hereln and the further sum of Ten Dol
lars (S10.00), surrender and cancel this fense lasufar as thie same vovers all ot uny pottlun vf the lands lierein
leased aund he reMeved from further obligations or finbility tieveundey, In the tannuee as liereinbefore provided,
Provided, this surrender clause nnd the option hereln restrved to the lessee shall cease and becomne absolutely
inuperative Immediately and concurrently with the Institution of any sult i1 uiy coust of lnw or wguity by the
fessee, lessor ur any osslpnve, to enforce this lease, or any of its terng espress b fmpliied, :

0. All payments dde ltereunder shall be made on or hefore the day suely payhunt ds due, i eash op by
certitled exchange at the Oftice of the Commtssivner of Publle Lands In Sinto I'e, New Mexlews

7. The lessee with the consent of the lessor, shatl lave the tlght to nsslen this lense I whiole or In part,
_ Provided, liowever, that no assigament of any undivided Interest i the fease ur any part thiercol not uny as-
slgnment o Yess than a legal subdivision shall be recognlzed or npl‘n'oved by the fexsor, Upon approval, i1 write

fng Ly the lessor of an asslgnment, the asslgnor shall stund redleved from all obligations to the lessor with tu-
speet to the lands embraced 1is the assignment ami the lessor shiall Miewise be relleved from all ebilgations to
the asulgnor as to such tracts, und the assignee shidl suceeed to all of the Klphty andd prdvitegres of the dssignor
wlith respeet to such tracts and stall by tield to have nsstmed ot of he dutiey anid obMzatlons of Adie nrsipnor
o thie loessor ad to sucht tracts, . I . :
: 8, Lesseo agrees with yeasonuble ditigence tu offset all payligy ol o gy ells detlied, within 300 feet of

any of the land covered by Wils fense and rolained hovevuder, E ) ) : R
‘ B, Tho leaseo npreed to notify Whe lessor of the lueation of ench-well before commeneing deilling: theveon, =
2o keep o complete amd avcirat 1og ol eacht well dritied anid o finnbdt o copy Bereof, verifled by some person

Niuvinge aetual khowledo of the facts, to the lessor upim the completion of iy well, and to_furnish the lapg ut
uny uniintshed well at any Ume when tetquested to do so by e tessor, 1F iy Tinits einbraved 1A this jease shatl
b fieluded tn any deed or ¢ontract of purchase oulstanding mnl subedsting ksaed puysitant to any site;matle of
the surfice of suels fmts prior to Use date of s lodse, 1L apeeed -t titderstood that uo dellling opetatlons
shatt he vommoineeat pn any tuch Biinds so sold unfess wid untl e lessee av his asslouee shall have fited a good
and suifivient bond with the Irssor as requived by fny, o seerve e pagient for sueh dimage to e Lvestots,
Fanpe, wiler, crops or tangible inproverenls on such Jands as niy e sutfervd by the purchinser holding suelt
déand or contract of purchase, or Dis successoiy, by resson of the develofments, use. and “preupation ‘of suelt
s by such fessee, Provited, however, tiat no such vond shatl he required IE such purchnser shit walve the
ipiit to taqulre such Bongd Lo be plven i the maaer providal by L, .

10, Dy dellilng wells add water-beatlng steat shat be noted B the Soge, and the fessor seserves the right to

roquire that ald ur any part ot the castng shatt be feft B any net-productive well whien lessor deeins it to the
fnlerest of thie State of New Mexico to maintelt sald well or wells for water,  Fov suchcasiig so feft i wells
© the tessor shall pay o e tessee Bie rensonable value therenf, )

: 13; Lassie shall bo dable and agrees o pay Lo all damnpes to the sope, Hivestodk, growinge erops ot fo-
provements cansed by fesseos gaerations on sald ks, When requested g the tensor, the fessee shall bury
pite-lines betow plow deptls . . : . : ‘
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- 12, The lessee shall not reglive any machiliery or fixtures placed on , premises, nor draw the casing ' ®

ont a C ! der the terms of this agreement. %

shall bave been patd or satisfied, The lessce’s right to remove the casing Is subject to “the provistos of para
graph 10 shove, L ) ' : " . B

.13, ‘Upon fallure or default of the essee or any assignee to comply with anyof tlie provistons or:covenants

hereof, the lessor Is hereby authorized to cancel this lease and such cancellatlon shall extend toand include alt
rights hereunder as to the whole of the tract so claimed, or possessed by the lessce or asslpnee so defaulting,
but shall not extend to, nor affect the rights of any other lessce or asslpnee clalming any portlon of the lands

_“upon which no default has been made; provided, however, that before any such cancellntion shali be made, the

(- ¥ lessor shall mall to the lesste, or asslgnee so defaulting, by replstered mail, addressed to the postoffice address

. -of such lessee or assignee as shown by the records of the State Land Oftlce, a notlce of Intenttion of cancellation
. specifying the default for which cancellatlon Is to be made, and If withis 30 days from the date of malling satd

:‘t?!:tllcce the sald lessegor assignce shall remedy the default specificd In sald notice, canccliation shall not be

14, Al the terms of this agreement shall extend to and bind the heles, exceutors, admintstrators, suce
. cessors and assigns of the parties hereto, R

... - 15, 1f the lessce shall have falled to make discovery of o}l and/or gas in paying quantities during the pri.
mary term hercof, the lessce may continue this fease In full force and effect for an udditlonal term of five (5)

* years and as long thereafter as oll and gas in paying quantitles, or clther of then Is produced from the leased
‘premises, by pnylniench year In advance, a8 hereln proviled, double the rental provided hercin for the prle
mury term, or the highest rental prevalling at the commencement of-the secondary term In any tental distrlct,
or districts in which the lands, or any part thercot, may bo situated, 3t it be greater than double the tental
provided for the primary term, ‘

16. If the lessee sholl have malntalned this lease In accordance with the provistons hicreot and 12 at the.
expiration of the secondary term provided herein oll or gas s not belng producced on sald land but lossee Is then
engaged in bona fide drilling or reworking operatlons thereon, this fease shall remualn $n full force and offect
&0 long as such operatiuns are dillgently prosecuted and, {f they result In the production of olt or ras, 5o, long
thereafter as oll and gas In paying quuntitles or efttier of them Is produced from satd land; provhted, ilow'evcr.
such operatlons extending beyond the sccondary terns shall be approved by the lessor upon written application
filed with the lessor on or before the explration of sald term, aml a report of the status of: all of such operas
tiung shall be made by the lessee to thelessor every 30 days. and a cessation of such operations for more than 20
consecutlve days shall be constdered as an abantonment of such vperations and thereupon the provistons hores
of shall be of.no further force or effect.

IN WITNESS WHEREOF, the party of the first patrt has hercunto slpned and caused its ﬁame o bo slpned
. by lts Commissloner of Publle Lands thereunto duly autltorized, with the sval of his office “affixed, and the
-+ lessee hing signed. thig agreement the day and year first nbove written : N ' "l.
o i NPW MEXICO

AR\
Lessen, ' (SFAL)

T

“Distlbuted this the ' iy 190,50

. ' (PERSONAL ACENOWLEDUMENT)
statt or... 9 AL U2 s '
" COUNTY OF..... 240 R A e

On this lhe......[...’f...'.-.&.dny of.

to me known to be the |wrs:_;q'. .

(PLRSONAL ACKIOWLEDGHENT)

STATE OF TEMIESSEE
COUNTY OF SHELDY

On this the day of%‘m‘gé 1950, porsonnlly appeared

btefore me o me know to bo the person
: who:‘ e.xecuﬁed tlu; Vf'oregbingk_ins'tmmmt ns t.n_ssée, and ficknowledged thn§ he
executed the snhe as free act ard deed.

INVITNESS THEREOFF: T have hercunto sct my hand ond affixed by
officgal senl the day and yeor in this certificate above writtgn;

lotary Puplic
Anr. hy 199

Wy Cur‘-“ ap Eplren




/ 0924701  11:04  B303 83 S ]
09/18/01  17:17 505 598 2897 b TARDSON OPER. . @002/003
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United States Department of the Interior i
D
BUREAU OF LAND MANAGEMENT
Farmingron Field Office

1235 La Plais Highway, Sulte A
Farmington, New Mexico 87401

B3 REPLY REPER TO:

NM NM 99144 ((Coal, GC)
NM NM 99003 (O & G, GC)
310073400 (07100)

Septamber 20, 2001

CERTIFIED~-RETURN RECEIPT REQUESTED
7106 4575 1292 2684 0142

Mr. Lynn Woomer

BHP Billiton

Sar Juan Coa] Company
P.O. Box 561
Waterflow, NM 87421

RE: Protest of Applications for Permit to Drill (APDs)
Dear Mr. Woomer:
The Bureau of Land Management (BLM) acknowledges the receipt of your letter dated August 31, 2001,

protesting the issuance of APDs to Richardson Operating Company and Dugan Production Corporation. The
area of concern identified in your correspondence involves properties covered by valid existing oil aud gas leases

listed below.
Richardson Operating Company Secs. 30and 31, T.30N,, R 14 W,, San Juan County
Dugan Production Corporation Sec. 24, T.30N,,R. 15W_,and

Secs. 17,18 and 19, T. 30N, R. 14 W,, Szn Juan County

The protest requests that the BLM refrain from issuing APDs unless certain stipulations are placed on the
operators. BHP also requests that the Operators refrain from hydraulically fracturing the coal seams. These
requests were made in order to mitigate certain safety concerns associated with subsequent underground coal
mining of the oil and gas leases.

There are three specific safety issues mentioued: 1) the presence of steel casing in the basal coal seam and the
adverse impact on the continuous mining machines (CMs); 2) the potentially adverse impacts of hydraulic
fracturing on roof stability; and 3) the increased risk of spontaneous combustion occasioned by hydraulic
fracturing.

The BLM appreciated the opportunity to meet with BHP-Billiton on Friday, September 14, 2001, to discuss the
safety concerns and review a rather comprehensive veatilation plan for the mine.

After reviewing the safety issues in detail, it ia difficult 10 quantify the risks associated with degassing of the
basal coal scam of the Fruitland Coal borizon by conventianal drilling and completion techniques utilized by the
oil and gas operators. There are many publications which atternpt to address the safety concerns raised by BHP-
Billitop with conflicting opinions as to scverity and magnitude. The BLM acknowledges the concern for the
kealth and safery of the underground mining workforcs and believes that the safety issues should be addressed
by the mine safety plan developed by BHP-Billiton.

Your proposed conditians to be imposed upon the operators (e.g. milling of casing, pressure coring, and lack of
well stimulation) would add significant costs to the operators thereby rendering the leases uneconomic to
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develop. This would constitute an unfair burden oa the oil and gas lessees who have priority rights in
developing their associated mineral resource. All properties alluded to fall within the Deep Lease Extension
with the exception of Sec. 24, T. 30 N, R. 1S W. The BLM reminds BHP-Billiton of Special Stipulation 3 of
coal lease NM NM 99144 (The Deep Lease Extension) issued March 1, 2001, which reads:

“It is solely the responsibility of the coal lessee, not the respoasibility of BLM, to clear the coal
tract of any legal encumbrances or pre-existing land uses that would impede or prevent coal
mining on the tract.”

The BLM cannot encumber the issuance of APDs with unreasonable conditions of approval that render the
lessees’ operations uneconomic. Consequendy, the APDs on Federal oil and gas lease NM-99003 in Secs. 30
and 31, T. 31 N., R. 14 W. arc spproved. There are severl steel-cased well bores already existing on the coal
leases with the potential for several more in the foresceable future with subsequent issuance of additional APDs
to the operators. In the interest of mitigating the perceived safety threat to the underground mining operations,
the BLM strongly encourages BHP-Billiton to reach a scttlement with the oil and gas operators in the area as
quickly as possible. '

Under provisions of 43 CFR 3165.3, you may request an Administrative Review, before the State Director either
with or without oral presentation, or the action described above. Such a request, including all supporting
documentation, shall be filed in writing with the State Director, Bureau of Land Management (NM-93000), P.O.
Box 27115, Santa Fe, New Mexico 87502-0115 within 20-business days of the date this notice was received or
considered to have been received. Such request shall not result in 2 sugpension of the action unless the reviewing
official so determines. Procedures governing appeals from instructions, orders or decisiona are contained in 43
CFR 3165.4 and 43 CFR 4.400 ef seq.

It you have any questions regarding the above, please contact Dave Manlkdewicz at (505) 599-6387.

Sincerely,

A

Steve Henke
Acting Field Manager

cc:
{7106 4575 1292 2684 0159)
Richardson Operating Company
1700 Lincoln, Suite 1700
Deaver, CO 80203

(7106 4575 1292 2684 0166)
Dugan Production Corporation
P.O. Box 420

Farmington, NM 87499

(7106 4575 1292 2684 0173)

Mr. Steve Hayden

New Mexico Oil Conservation Division
1000 Rio Brazos Road

Aztec, NM 87410



