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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 the 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-l 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 SJCC's coal 

leases within the application area was issued prior to SJCC's coal leases. See Exhibits C-l 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 SJCC 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 
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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. SJCC'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, SJCC 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. 
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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 SJCC 

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 SJCC's protest. 

Santa Fe, NM 87504 

Laura Lindley / 
Bjork, Lindley, Danielson & Little, P.C. 
1600 Stout Street, Suite 1400 
Denver, CO 80202 

Attorneys for Richardson Operating Company 
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EXHIBITS 

Exhibit A 

Exhibit B-1 

Exhibit B-2 

Exhibit C-l 
thru 

Exhibit C-9 

Locator Map 

Federal Coal Leases and BLM Serial Pages 

State Coal Lease 

State and Federal Oil & Gas Leases 

Exhibit D BLM's 9/26/01 letter rejecting SJCC 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 foregoing motion to dismiss this 9th day of 
November, 2001. 
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Form 3400-12 
fApril 1986) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

COAL LEASE 

Serial Nur 

EXHIBIT 

B-1 

NMNM 99144 

PART I. LEASE RIGHTS GRANTED 

This lease, entered into by and between the UNITED STATES OK AMERICA, hereinafter called lessor, through the Bureau of Land Management, a 
(Name and Address) _ _ , 

San Juan Coal Company 
300 W. Arrington, Suite 200 
Farmington, NM 87401 

hereinafter called lessee, is effective ('daJ^R \ VQQj , 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: 
C3 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 Ao 
• 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 foi 
hereby grants and leases £o lessee the exclusive right and privilege to drill for, mine, extract, remove, or otherwise process and dispose of the c 
deposits 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, 

RECEIVED 

FEB 0 8 2001 

BUR OF LAND MGMT, 
N.M.S.O. SANTA FE 

MX 

±1 
containing 4, 483 . 8&cres, more or less, together with the right to construct such works, buildings, plants, structures, equipment and appliar 
and the right to use such on-lease rights-of-way which may be necessary and convenient in the exercise of the rights and privileges granted, subjet 
the conditions herein provided. 

PART II. TERMS ANO CONDITIONS 

Sec 1. (a) RENTAL RATE - Leasee shall pay lessor rental annually and 
in advance for each acre or fraction thereof during the continuance of 
the lease at the rate of S 3 . 0 0 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 
due to lessor the final day of the month succeeding the calendar month 
in which the royalty obligation accrues. 
(b) AOVANCE 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 a 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. BONOS - Lessee shall maintain in the proper office a lease bond 
in the amount of S 14 ,000 .The authorized officer may require an 
increase in this amount when additional coverage is determined 
appropriate. 

*l2h percent of the value of the coal 

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 axe interrupted by strikes, 
elements, or casualties not attributable to the lessee. The lessor, in 
public interest, may suspend the condition of continued operation ui 
payment of advance royalties in accordance with the regulation.' 
existence at the time of the suspension. Lessee's failure to produce r 
in commercial quantities at the end of 10 years shall terminate 
lease. Lessee shall submit an operation 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 LMl 
which this lease is a part is dissolved, the lease shall thai be subjec 
the lease terms which would have been applied if the lease had not b> 
included in an LMU. 

removed by surface methods or 



Sec. 6r DOCUMENTS. EVIDENCE ANO INSPECTIC" - At such times and 
•n such form as lessor may prescribe, lessee 1 furnish detailed 
.statements showing the amounts and quality o. - i l products removed 
and sold from the lease, the proceeds therefrom, and the amount used 
for production purposes or unavoidably lost 

Lessee shall keep open at all reasonable times for the inspection of any 
dt ithorized officer of lessor, the leased premises and all surface and 
ui. 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 OP OPERATIONS -
Lessee shall comply at its own expense with all reasonable orders of the 
Secretary, respecting diligent operations, prevention of waste, and 
protection of other resources. 

Lessee shall not conduct exploration operations, other than casual use, 
without an approved exploration plan. Al l 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, health, 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 
in*--im and final reclamation procedures. Lessor reserves to itself the 
r o lease, sell, or otherwise dispose of the surface or other mineral 
de, _<*its 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 or rights-of-way. Lessor shail 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. 

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 health 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. 

Lessee 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. 9. (a) TRANSFERS 

G9 This lease may \ insferred Ln whole or in part to any person 
association or corporation qualified to hold such lease interest 

• This lease may be transferred in whole or in part to another 
public body or to 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. 

• This lease may only be transferred in whole or in part to 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 
lessor, 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 coat of removal and 
disposal in the amount actually incurred by the lessor. I f thesurface 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 - I f 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 indiHal nrnrixftinp-s "Thit prnTHai™ .Kgl) not be 
construed to prevent tl e exercise by lessor of any other le fa! and 
equitable remedy, incluc ing waiver-afcthq default. Any-such re nedy or 
waiver shall not previ nt later caAeeW^bnMW the same 
occurring at any other t me. 

Sec. 12. HEIRS ANO 
this lease shall extend tc 
shall inure to, the hei 
assigns of the respectivi 

Sec 13. INDEMNIFICATION 
the United States from 
activities and operations under this lease? 

SU< ICESSORS ,£iW Nrr^^nri¥ a c h o b l i * l t i l 

and be b i&fc f t u^cffl. a«*every benefit 
's, executors, administrators, 
partgsj^r^tcp L A N Q M Q M T > 

- u*Q .̂§urjn3«W3& fig hold 
any and all claims arising out of 

default 

on of 
hereof 

or succes ion, 

h krmless 
the lessee's 

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 seq.), 
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.). 

Sec 15. SPECIAL STIPULATIONS -

i. The lessee s h a l l comply at i t s own expense with a l l reasonable orders of the Secretary 
respecting d i l i g e n t operations, prevention of waste, and protection of non-coal resources. 

? This coal lease i s subject to a l l p r i o r existing r i g h t s including the r i g h t of o i l and 
g lessees & other mineral lessees and surface users. 

3. I t i s solely the r e s p o n s i b i l i t y of the coal lessee, not the r e s p o n s i b i l i t y of BLM, 
to clear the coal t r a c t of any l e g a l encumbrances or pre-existing land uses that would 
impede or prevent coal mining on the t r a c t . 



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

m 

4. No portion of the 1998 Coal Leasing Area Resource Plan Amendment shall be construed to 
t squire BLM to act in the role of a party to mediation or mitigation efforts between 
m i t r a l or surface interest holders. 

RECEIVED 

FEB 0 8 2G01 

BUR. CF LAND MGMX 
N.M.S.O. SANTA FE 

T H E UNITED STATES OF AMERICA 

SAN JUAN COAL COMPANY 

Company or Lessee Name 

7 ^ 
(Signature of Lessee) 

" President 
(Title) 

February 06, 2001 
(Date) 

By 

<2l 
(Signing1 

Carsten F . Goff 
Arf- fng . S f a f p D-frgcfor 

i'gning CjU ĉer] 
f 

(Title) 

FEB 2 3 2001 
(Date) 

Title 18 U5.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. 



AUG 3 1 2001 

F.ECE1YSO 

-n q Cjn 1Q ] } \ NEW MEXICO STATE LAND OFFICE 
-'J ° A M E N D E D 

-•:\rc COAL MINING LEASE 

;^3^L4eA:TION NO. MC-0088 LEASE NO. MC-0088 

THIS AGREEMENT, dated t h i s 15TH day of JULY, 1991, made and 
entered i n t o ^ between the STATE OF NEW MEXICO, acting by and 
through the undersigned, i t s COMMISSIONER OF PUBLIC LANDS, 
hereinafter c a l l e d the "lessor", and: 
SAN JUAN COAL COMPANY 
P.O. BOX 561 WATERFLOW, NEW MEXICO 87421, 
hereinafter c a l l e d the "lessee". 

WITNESSETH: 

WHEREAS, lessee has f i l e d i n the State Land 
Office an ap p l i c a t i o n f o r a coal lease f o r the purpose of 
exploring f o r , mining, developing and producing coal upon the 
lands he r e i n a f t e r described, and has tendered THREE THOUSAND TWO 
HUNDRED FIFTY AND 00/100 DOLLARS ($3,250.00), f o r the f i r s t 
annual r e n t a l payment, together with one hundred dollars 
($100.00) a p p l i c a t i o n fee, and N/A dol l a r s ($N/A), f o r a bonus; 

NOW THEREFORE, i n consideration of the above 
tender, r e c e i p t of which i s acknowledged, and the COVENANTS 
herein, lessor hereby grants, and leases to lessee, exclusively, 
for the sole and only purpose of exploring f o r , mining, 
developing, producing and removing coal i n , upon or under the 
following described lands i n SAN JUAN County, New Mexico: 

INST SEC TWP RGE SUBDIVISION ACRES 

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

together w i t h the r i g h t to use so much of the surface as i s 
reasonably necessary to explore f o r , mine, develop, produce and 
remove the coal. 

8/23/89 
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TO HAVE AND TO HOLD the said lands and p r i v i l e g e s granted 
hereunder f o r a primary term of f i v e years. 

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

1. As r o y a l t y , lessee s h a l l pay to lessor twelve and 
one-half percent of the proceeds received from the sale of a l l 
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 a l l underground-mined coal or, at the option of the 
lessor, the market value thereof. The r o y a l t y rate may be 
reduced by the lessor upon a showing by the lessee that the 
leases f o r non-state coal i n the same l o g i c a l mining u n i t provide 
f o r a lower rate or th a t the lands leased hereunder w i l l be 
bypassed and not mined without a rate reduction. Such royalty i s 
due i n f u l l on the l a s t day of the month f o l l o w i n g the calendar 
month of sale and s h a l l 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 r o y a l t y due, the lessee s h a l l assume the burden of 
proof i n any court action a r i s i n g 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 s h a l l 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. I f , at the end of the primary term, the lessee has 
submitted a mine plan, which i s 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 i s 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. I f , at the end of the secondary term, the lessee i s 
producing coal at an average annual rate of either one percent of 
the estimated recoverable reserves from the leased lands or one 
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 i s maintained. Provided, 
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that, f o r purposes of determining i f the one percent annual 
production has been maintained during any year a f t e r the end of 
the second year f o l l o w i n g the beginning of production, the annual 
production averaged over the previous three years, s h a l l be used. 
For purposes of t h i s paragraph, annual rates of production s h a l l 
be measured from lease anniversary date to lease anniversary 
date. 

6. I n l i e u of actual production at or a f t e r the end of 
the secondary; term hereof, lessee may prevent the expiration of 
t h i s lease by the timely payment of an advance r o y a l t y equal t o 
the estimated r o y a l t y o b l i g a t i o n which would be due i f one 
percent of the recoverable reserves i n the lands leased hereunder 
were produced. Payment of such advance r o y a l t y on or before a 
lease anniversary date w i l l act to prevent the expiration of t h i s 
lease u n t i l the next ensuing lease anniversary date; provided, 
that t h i s lease s h a l l not be extended f o r more than ten years by 
payment of advance r o y a l t i e s . Any c r e d i t l a t e r taken i n any 
month f o r advance r o y a l t i e s s h a l l not exceed f i f t y percent of the 
actual production r o y a l t y due for th a t month. 

7. The lessee, w i t h the w r i t t e n approval of the lessor, 
may assign or sublet t h i s lease i n whole or i n part; provided, 
however, that no assignment of an undivided i n t e r e s t nor any 
assignment or sublease of less than a legal subdivision s h a l l be 
recognized or approved by the lessor. Provided f u r t h e r , however, 
the lessee may enter i n t o any contract f o r the development of the 
leasehold premises or any portion thereof, or may create 
overriding r o y a l t i e s or obligations payable out of production, or 
enter i n t o any other agreements with respect to the development 
of the leasehold premises or dis p o s i t i o n of the production 
therefrom, and i t s h a l l not be necessary f o r any such contracts, 
agreements, or other instruments to be approved by the lessor; 
but nothing herein contained s h a l l r e l i e v e the lessee from 
complying w i t h any of the terms or provisions hereof. 

8. Lessee, including his heirs, assigns, agents, and 
contractors s h a l l at his own expense f u l l y comply with and 
conform t o accepted operational standards and practices i n 
general use i n the industry and a l l laws, regulations, rules, 
ordinances, and requirements of the c i t y , county, state, federal 
authorities and agencies, i n a l l matters and things a f f e c t i n g 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 l i m i t e d t o 
conservation, reclamation, sanita t i o n , aesthetics, p o l l u t i o n , 
c u l t u r a l p roperties, f i r e , and ecology. Such agencies are not to 
be deemed t h i r d party beneficiaries hereunder; however, t h i s 
clause i s enforceable by the lessor i n the same manner as other 
covenants of t h i s lease. 
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9. The l e s s o r or h i s au t h o r i z e d r e p r e s e n t a t i v e s h a l l 
have the r i g h t t o e n t e r the 1 eased lands f o r the purpose of 
measuring the c u b i c a l contents of every opening from which coal 
has been e x t r a c t e d and t o otherwise i n s p e c t the leased lands t o 
ensure t h a t proper r o y a l t i e s have been p a i d . The l e s s o r or h i s 
r e p r e s e n t a t i v e s h a l l have the r i g h t t o in s p e c t a l l records, books 
or accounts p e r t a i n i n g t o the mining, e x t r a c t i o n , t r a n s p o r t a t i o n 
and marketing of coal produced from the leased lands and, a t the 
request of the l e s s o r , the lessee s h a l l f u r n i s h c o n t r a c t s , 
r e p o r t s , samples, l o g s , assays or cores w i t h i n reasonable bounds 
as the l e s s o r may determine t o be necessary t o the proper 
a d m i n i s t r a t i o n of the leased lands and t h i s lease. I n a d d i t i o n , 
lessee s h a l l f u r n i s h annually and a t such ot h e r times as the 
lessor may r e q u i r e , p l a t s , maps, or t r a c i n g s , c l e a r l y and 
ac c u r a t e l y showing a l l development work upon the leased lands, 
and other r e l a t e d i n f o r m a t i o n , w i t h a r e p o r t as t o a l l b u i l d i n g s , 
s t r u c t u r e s , o r other work placed i n or upon the leased lands, and 
a statement as t o the amount and grade of coal produced and s o l d . 

10. The value of any unpaid r o y a l t y s h a l l become a p r i o r 
l i e n upon the production from the leased lands and the 
improvements s i t u a t e d thereon. 

11. Before commencing excavation operations or 
development upon the leased lands, the lessee s h a l l execute and 
f i l e w i t h the l e s s o r a good and s u f f i c i e n t bond or other 
appropriate s u r e t y i n an amount t o be f i x e d a t t h a t time by the 
lessor and based upon the approved mine plan t o : 

A. Guarantee the performance of a l l covenants 
and o b l i g a t i o n s under t h i s lease, i n c l u d i n g the o b l i g a t i o n t o pay 
r o y a l t i e s ; 

B. Ensure t h a t a l l aspects of mining operations 
and r e c l a m a t i o n operations are conducted i n conf o r m i t y w i t h the 
mine permit issued by the Mining and Minerals D i v i s i o n of the 
Energy, Minerals and N a t u r a l Resources Department pursuant t o the 
Surface Mining Act; and 

C. Ensure compensation f o r damage t o t h e surface 
or surface improvements i n the absence o f an agreement between 
the lessee and any surface owner. 

A bond f i l e d w i t h t he Mining and Minerals d i v i s i o n of the Energy, 
Minerals and Na t u r a l Resources Department pursuant t o t h e Surface 
Mining Act w i l l s a t i s f y the requirements of Subsection B of t h i s 
paragraph unless the l e s s o r , i n h i s d i s c r e t i o n , determines t h a t 
the bond f i l e d w i t h the Mining and Minerals D i v i s i o n i s 
i n s u f f i c i e n t . Any bond, f i l e d w i t h the less o r pursuant t o the 
pr o v i s i o n s of t h i s paragraph, s h a l l be released by the l e s s o r 
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upon a showing that lessee has complied w i t h the obligations as 
specified i n Subsections A, B and C of t h i s paragraph. 

12. Lessor may cancel t h i s lease f o r nonpayment of 
rent a l s , nonpayment of r o y a l t i e s , or v i o l a t i o n of any of the 
terms or covenants thereof; provided, however, t h a t before any 
such cancellation s h a l l be made, lessor, must mail to lessee, by 
registered or c e r t i f i e d mail addressed to the post o f f i c e address 
of the lessee shown by the lease, or by specif i c w r i t t e n notice 
of change of ̂ address furnished by lessee, a t h i r t y - d a y notice of 
in t e n t i o n to cancel t h i s lease, specifying the default f o r which 
the lease i s subject to cancellation. No proof or receipt of 
notice s h a l l be necessary and t h i r t y days a f t e r such mailing, 
lessor may enter cancellation unless lessee s h a l l have sooner 
remedied the default; provided, that i f the v i o l a t i o n cannot be 
remedied w i t h i n the t h i r t y - d a y period and the lessee s h a l l have 
commenced operations to su b s t a n t i a l l y remedy the v i o l a t i o n w i t h i n 
such period, the lease s h a i l not be cancelled as long as lessee 
d i l i g e n t l y pursues actions necessary to remedy the v i o l a t i o n . 

13. With the consent of the lessor t h i s lease may be 
relinquished i n whole or i n part; provided, that the lessor w i l l 
not approve any relinquishment of an undivided i n t e r e s t nor less 
than a le g a l subdivision. When f i l e d and approved, such 
relinquishment s h a l l be e f f e c t i v e from the date of f i l i n g . Upon 
relinquishment of the lease, lessee s h a l l be relieved from 
f u r t h e r obligations and l i a b i l i t i e s hereunder as to the lands 
surrendered subject, however, to the continued obligations t o : 
make payment of a l l accrued rentals and r o y a l t i e s ; 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 i s s p e c i f i c a l l y excluded and 
reserved from t h i s lease, except f o r small i n c i d e n t a l quantities 
which may have to be vented or f l a r e d to achieve access to coal. 
Although lessee may engage i n i r i s i t u coal g a s i f i c a t i o n i n order 
to remove coal, such g a s i f i c a t i o n s h a l l 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 f o r , mine and remove coal, and upon termination of t h i s 
lease f o r any reason, lessee may remove such improvements and 
equipment as can be removed without material i n j u r y to the 
premises; provided, however, that a l l rentals and r o y a l t i e s have 
been paid and that such removal i s accomplished w i t h i n 180 days 
of the termination date. A l l improvements and equipment 
remaining upon the premises a f t e r the removal date, as set f o r t h 
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i n accordance with t h i s paragraph, s h a l l be f o r f e i t e d to lessor 
without compensation. 

16. Lessee s h a l l 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 p r e v a i l i n g i n the 
area on the date of purchase, a l l or any part of the coal that 
w i l l be produced from the lands covered by t h i s lease. 

18. A l l the obligations, covenants, agreements, rights 
and p r i v i l e g e s of t h i s lease shall extend to and be binding and 
inure to the benefit of the lawful and recognized assigns or 
successors i n i n t e r e s t of the parties hereto. 

19. Lessor reserves to i t s e l f the r i g h t to lease, s e l l , 
or otherwise dispose of the surface or other mineral deposits i n 
the lands leased and the r i g h t to continue e x i s t i n g uses upon or 
i n the leased lands, including 'issuing leases f o r mineral 
deposits not covered hereunder or the approval of easements or 
rights-of-way. Lessor s h a l l condition such uses to prevent 
unnecessary or unreasonable interference w i t h r i g h t s of lessee as 
may be consistent w i t h concepts of multiple use and multiple 
mineral development. 

20. Lessee s h a l l be l i a b l e and agree to pay f o r a l l 
/ damage to liv e s t o c k , 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 a l l water rights developed on the leased 
lands by lessee s h a l l be developed i n the name of lessor. 
Lessee, at i t s own expense, shall comply w i t h a l l regulations of, 
and obtain a l l necessary permits from, the o f f i c e of the State 
Engineer. Lessee s h a l l have the f u l l and free use of such water 
r i g h t s f o r lease operations during the term of the lease. Upon 
expiration or termination of the lease, such water r i g h t s s h a l l 
be retained by lessor. During the term of the lease, lessee 
s h a l l preserve, protect and defend such water r i g h t s . 

22. Lessee s h a l l save and hold harmless, indemnify and 
defend the State of New Mexico, the Commissioner of Public Lands, 
and his agents i n t h e i r o f f i c i a l and i n d i v i d u a l capacities, of 
and from any and a l l l i a b i l i t y claims, losses, or damages arising 
out of or alleged to aris e out of or i n d i r e c t l y connected with 
the operations of lessee hereunder, o f f or on the leased lands, 
or the presence on said lands of any agent, contractor or 
subcontractor of lessee. A l l terms and provisions of t h i s 
instrument s h a l l be binding upon the contractors and 
subcontractors of lessee i n l i k e manner as the same are binding 
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upon lessee, and a l l acts and doings of said contractors and 
subcontractors s h a l l be deemed and treated as the same and held 
responsible by lessee. 

23. Lessee s h a l l exercise reasonable d i l i g e n c e , care and 
s k i l l i n the operating of the leased lands i n accordance with 
standard and approved mining methods and practices. Lessee s h a l l 
conduct a l l exploration, development and mining operations i n a 
good workmanlike manner having due regard to the health and 
safety of employees, the prevention of waste and the preservation 
of the property f o r further productive operations. A l l mining 
and related productive operations are to be subject to inspection 
by lessor or hi s duly authorized agent. 

24. See attached s t i p u l a t i o n s , i f any, hereby made part 
of t h i s lease. 

IN WITNESS WHEREOF, the State of New Mexico has hereunto 
signed and caused i t s name to be signed by i t s Commissioner of 
Public Lands thereunto duly authorized, with the seal of his 
of f i c e a f f i x e d , and the lessee has signed t h i s agreement to be 
eff e c t i v e the day and year above w r i t t e n . 

STATE OF NEW MEXICO 

BY: "^o-^-
COMMISSIONER OF PUBLIC LANDS 

SAN JUAN COAL COMPANY 

BY: O ^ y ^ S / ^ / 
LESSEE^ JAMES R. ROTHWELL 

Vice President & Gen. Mgr. 
(PERSONAL ACKNOWLEDGMENT) Western U. S. Mining 

STATE OF ) 

COUNTY OF _) 

The foregoing instrument was acknowledged before me on t h i s 
day of , , by . 

My Commission Expires: 

NOTARY PUBLIC 
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(ACKNOWLEDGMENT BY CORPORATION) 

STATE OF NEW MEXICO ) 
) ss. 

COUNTY OF SAN JUAN ) 

The foregoing instrument was acknowledged before me on t h i s 

2nd day of December, 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 

OFFICI AL SE VL 
BEVERLEY S. MORRIS 

1 

| NOTARY PHBUC STATE OF NEW MEXICO 
My commiMion expires 
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\ueiu«r 1967) urn l ISD STATES 
DEPARTMENT OF THE INTERIOR 

BUREAU OF LAND MANAGEMENT 

OIL AND GAS LEASE 
{COMPETITIVE PUBLIC DOMAIN LANDS) 

Lflfid Office and Serial Number 

KM 4465 

THIS IDENTURE OF LEASE, entered into, as of APR * I 1968 • b v a n d between 

the UNITED STATES OF AMERICA, thieugh the Bureau of Land Management, hereinafter called the lessor, and 

Dugm traduction Corporatioa 
P. 0. Box 234 
r«rmln&etm» Wear Kaxtee 87401 

hereinafter called the lessee, under, pursuant, find subject (o the terms and provisions oi the Act of February 25,1920, 
(41 Stat. 437). ns amended, (30 U.S.C. Sec. 181 m ••"••q). hereinafter referred to as the Act, aad to all reasonable regu­
lations of the Secretary ui the Interior now or hereafter in force when not inconsistent with any express and specific 
provisions herein, which ore medo a part hereof. 

WITNESSETH: 

Sec. 1.' Kigbts af lassev- Thar the lessor, in consideration or rents snd royalties to be paid, and the conditions and 
covenants io be observed r>s herein set forth, does hereby grant and lease to the lessee the exclusive right end privi­
lege to drill for. mine, extract, remove, and dispose of alt the oil and gas deposits, except helium gas, in or under the 
following-described tracts of land situated in Ihe field: 

San Juaa 

T. 30 H., K. 14 W., HMVM 
8*c. 27s &E% 
Sec. 31; Lot» 1, 2, 3, 4, Rtf* 

, FILtB DP. RECORDED 

• W l k AtUi'.i8 

"w -tu 

containing 483,88 acres, more or less, together with the right to construct and maintain (hereupon all 
works, buildings, plants, waterways, roads, telegraph or telephone lines, pipelines, reservoirs, tanks, pumping sta­
tions, or other structures necessary to thc lull enjoyment thereof, for a period of five (5) years, and so long thereafter 
as oil or gas is produced in paying quantities; subject to any unit agreement heretofore or hereafter approved by the 
Secretary of the Interior, the provisions of soid agreement to govern the lands subject thereto where Inconsistencies 
with the terms of this lease occur. 
See. 2. In consideration of the foregoing, the lessee 
agrees: 

(a) Puwfx (1) To mbintain any bond furnished by 
the lessee as a condition for the issuance of this lease. 

(2) To furnish prior to beginning of drilling 
operations snd maintain at nil times iherenft«r sa 
rnquirod by the >•»*«« » honi in ih» p»noJ »nm of $10,000 
with approved corporate surety, oi with deposit of 
United States bonds ns surety thereto', eendltiooMl upon 
t»m»Manee with the terms ef this lease, unless a bond 
n (hat amount is already being maintained ot aniens 
uch B bond lurniarw) by un operator of the lease Is 
eeeprod, or unlets a bond has been filed uuder 
3 CFR 3126.1 applicable io this lease. 

(b) Cnapmrati** or unit />tnn. Within thirty (30) days 
I demand, or, i( the leased land is committed to an 
jproved unit or cooporativu plan and such plan is 
rmtnated prior to the expiration of this lease, within 
irty (30) days of demand made thereafter, to subscribe 

xnd to operate under such reasonable cooperative or 
it plan for the development and operation of the area, 
.'Id. or pool, or part thereof, embracing the lands fo­
lded herein BS the Secretary of thc Interior may then 
terntine to be practicable and necessary or advisable. 

which plan shall adequately protect the rights of all 
parties in interest, including the United States. 

(c) Wells. (1) To drill and produce all wells 
necessery to protect the leased land from drainage by 
well* on lands not the property ef the leoaor, or learfa 
«r th* UMitatf teased at a lower loyally title, or at 
to Which the royalties and rentals are paid into different 
funds than ate thoaa of thla leaae; er in lieu Q( sny 
pert ef such dulling and production, with the consent 
of the Director of the Geological Survey, »« nomeeaoaie 
tha lasaer. <n ful l , each month far the estimated loSS 
ol royalty through drainage In the amount determined 
by aaid Director. 

(2) At thc election of the lessee, to drill and 
produce other welts in conformity with any system of 
well spacing or production* allotments affecting the 
field or area in which the leased lands are situated, 
which is authorized and sanctioned by applicable law 
or by the Secretary of the Interior. 

(3) Promptly after due notice. In writing, to 
drill snd produce such other wells as the Secretary of 
the Interior may reasonably require in order that the 
leased premises may be properly and timely developed 
and produced in accordance with good operating practice. 
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(d) Rentals and royalties. (1) To pay rentals and 
royalties in amount or value of production removed ur 
Sold from the leased lands as set forth in the rental and 
royalty schedule attached to and made a part hereof. 

(2) Ir >s expressly agreed that the Secretary 
of the Interior may establish reasonable minimum values 
for purposes of computing royalty oo any or a l l o i l , gua, 
natural gasoline, and other products obtained from gas, 
due consideration being given to tha highest price paid 
for a part or (or a majority of production of l ike quality 
in the some f ie ld , to the price received by the lessee, 
to posted prices, and to other relevant matters and, 
whenever appropriate, after notice end opportunity to 
be heard-

(3) When paid in value, such royalties on pro­
duction shril l be due Bnd payabla monthly on the last 
day of the month next fol lowing the month in which 
produced. When paid in amount of production, such 
royalty products shall be delivered in merchantable 
condition on thc premises where produced without cost 
to lessor, unless otherwise agreed to by the parties 
hereto, at such times and in such tanks provided by the 
lessee as reasonably may be required by the lessor, 
but in no case shal l ibe lessee be required to hold auch 
royalty o i l or other products in storage boyond the last 
day of (he month next fol lowing the month in which 
produced nor be lesponsibte or held liable for tho loss 
or destruction of royalty o i l or other products in storage 
from Cfeuaes over which he ho5 no control. 

(4) Rentals or minimum royalties may be 
waived, suspended, or reduced; and royalties on the 
entire leasehold or any portion theieof segregated for 
roynlty purposes may be reduced i f the Secretary of the 
interior finds that, for the purpose of encouraging the 
the greatest ultimate recovery of o i l or gas and in the 
inteiest of conservation of natural resources. It is 
necessary, in his judgment, to do so in order to promote 
development, or because the lease caonot be success­
f u l l y operated under the terms fixed herein. 

(e) Payments. Unless otherwise directed by the 
Secretary of the Interior, to make rental, royalty; or 
other payments to the lessor, to the older of the Bureau 
•pf Land Management at the places mentioned In the 
regulation 43 CFR 3102.2- I f there is no wel l on the 
leased lands capable of producing o i l or gas in paying 
quantities, the failure to pay rental on or before the 
anniversary date ohslt automatically terminate the 
lease by opemtion of law. However, i f the time for 
payment fa l l s on a day in which the. proper Land Office 
to receive payment is closed, payment shall be deemed 
timely i f made on the next o f f i c i a l working day. 

( 0 C o n t r a c t s l n r d i s p o s a l o f p roduc ts . T o t i l e Wi th 

the Oi l and Gas Supervisor of the Geological Survey 
not later than thirty (30) dnys after the effect ive date 
thereof any contract, or evidence of other arrangement 
for the sale or disposal of o i l , gas. natural gasoline, 
and other products of the leased land: Provided. Tbat 
nothiug in any auch contract or Other arrangement chntl 
be construed es modifying any oi the provisions of 
this leas*, including, but not limited to, provisions 
relating to gas waste, taking royalty in kind, and thc 
method of computing royalties duo ac based on o mini­
mum valuation and in accordance with tha O i l and Gas 
Operating Regulations. 

I 
(g) Statement*. plots, and reports. At RUeb limes 

and In such form as the teesor may prescribe, to furnish 
•It-tailed statements showing the amounts and quality 
of a l l products removed and sold from the lease, the 
proceeds therefrom, and the amount used for production 
purposes or unavoidably lost; a plat showing develop­
ment work and improvements on the leased lands; and 
o report wtth respect to stockholders, investments, 
depreciation, and costs. 

(h) Well recwus To keep a daily dr i l l ing record, 
a log , and complete Information on a l l we l l surveys 
and tests in form acceptable to or prescribed by the 
lessor of a l l wel l* dri l led on the leased lands. 
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and an acceptable record of al) subsurface invest̂ ;-
tlons affecting said lands, and to furnish them, c 
copies thereof, to the lessor when requited. All in 
formation obtained under this ru.ragr.iph. upon the re que; 
of IOEKOO, shall not lie open to Inspection hy the publi 
until (he expiration of the lease. 

( i ) inspection. To keep open at a l l roHsonabl 
tiirvoe for the inspection of any duly authorized uffice 
of the Department, the leased premises and alt wt-Ux 
improvements, machinery, and fixtures thereon tiini al 
books, accounts, maps and records relative ta operation: 
aad surveys or investigations on the leased lands o 
under the tease. A l l information obtained pnrsuon 
to any such inspection, upon the request of the lessee 
shall not be open to inspection by the public until (hi 
expiration of the lease. 

( j ) Diligence, prevention n j waste:, health and sa'fm-
of workmen. To exercise reasonable diligence in dflH 
ing and producing the wella herein provided for unless 
consent to suspend operations temporarily is granted bj 
the lessor; to carry on a l l operations in accordance witt 
approved methods and practices oa provided in the Oi 
and Gas Operating Regulations, having due regard foi 
tho prevention of waste of o i l or gas or damage tc 
deposits or formations containing o i l , gas. Or watei 
or to coal measures ur other mincrul deposirn, for con-
servstion of gas energy, for the preservation ond con­
servation of Ihe properly for future productive operations, 
and for the health and safety of workmen and employees; 
to plug properly and ef fec t ive ly a l l wells drilled in 
accordance with the provisions of this lease ot of any 
prior lease or permit upon which the right In rhis leusV 
was predicated before--abondoning the same; t.» • curry 
our a l expense of the lessee a l l reasonable . onivrs 
of the lessor relative lo the matters in rhis paragraph, 
and that on failure of the loanee so to do the lessor 
shall have the right' to enter on the property and to 
accomplish tha purpose of such orders at the lessee's 
coat: ProviJe.tl. Thni the lessee sha l l not be held 
responsible for delays or casualties occasioned by 
causes beyond lessee's control, 

(k) Taxv.t and'U,afH3, freedom of purchase. To 
pay when due, a l l taxes l awfu l ly assessed and levied 
under the laws of the Stare or the United St i les upon 
improvements, o i l and gas produced fiom the lands here­
under, or olher rights, property or assets of the let 'ioe; 
to accord a l l workmen and employees complete freedom 
of purchase, snd to pay a l l wages due workmen end em­
ployees ul least twice each month in the lawful money 
of lh« United States. 

(1) Equal Opportunity clause- During the perform-' 
ance of this contract the lessee agrees as follows: 

(1) The lessee w i l l not discriminate against 
any employee or applicant for employment because of 
race, creed, color, or naif«n*l origin. The lessee w i l l 
take affirmative action l o ensure that applicants are 
employed, and that employees are treated during em­
ployment, without regard to their race, creed, color, or 
national origin. Such action shal l include, but not be 
limited to the fo l lowing: employment, upgrading, 
demotion, or transfer: recruitment or teciuitment ad­
vertising; layoff or termination; rates of pay or other . 
forms of compensation; and selection for training, 
including apprenticeship- Tho lessee agrees to post 
in conspicuous places, available to employees and 
applicants for employment, notices to be provided by 
thc contracting off icer setting forth the provisions P( 
this nondiscrimination cUtuee. 

(2) Tho lessee w i l l , in n i l solicitations or 
odvertinements for employees placed by or on behalf 
of the lessee, state that a l l qual i f ied applicants w i l l 
receive consideration for employment without regard 
to race, creed, color, or national or igin. 

(3) The lessee w i l l send rn each labor 
union or representative of workers with which he 
has a collective bargaining agreement or other coo-
tract or understanding, a notice to be provided by 

2 



SENT FARMWTON N.M. 

-W3 830 8003•# 4/ 6. 

»• officer * * r M » . * • 

union or wo o n 2 0 2 or „ 

r Labor for pa 'P 0 * '* f e - u l » t i o o s . and c ' a ' 

C O m p l i T « 1" <"« e v e n t . ° f J L i e * of th is conlract o. 
.™<Uscr iB>«" , u o ° J „ „ this contract 

" ' L r t s«d the «csaoe ^ / ^ d a n c * 

Secteraber « 6 3 i n v o | t e d a« P** o f b y „ ,[«. 
• i m p « . e « l «"<? 4 6 o f September 24. l % 5 . I ^ 
t i y . Order Nn^ J U « rf ^ 5 e c i e t 3 J V of Labor. 

9

 7 >

P ' C o n t r a c t or Pur-

O K i e r t -2oT'-< E * B C O t i V e 0 r f e \ s l o ° n , " c binding 

' ^ e a c h subcontractor or - " ^ . . J ^ h c o M r a c t or 

i n the e « e n l miga t ion » l t b a "» c , > n u 9 c t l o 6 

threatened aircct.on by^he 

*onjvVe T-ee -v «*— ; : : r i« °< 
3 6 e n C y ' „ r o s«ch UU»*tion to protect the 

7 t h i s l e « . or any ^ agreements end 
„ . 8 n . S ol « c o r d J ^ n l n c n r 

2 Prov i s ion ot ,he - t or onder th ^ 

*et of A v , « « ( 7 - ^ V ^ , * o i l <".d *»* ' 

t h e tend* e m ' U « « d " * * 

ST of "I'Josit <>« °» «nd R a s 'T 1 1 

« » * ' - a S , r y , o the protection ^ ^ , „ f „ g a « « 
Manae«""=''«- h i c h i t w»3 reserve i n ) o 

herein « * C V M « « ^ , ,~. nt»y 
U ) t l e such r e a s o n a b l e : . . - » » - ' / ( f 

M ) deat.oyinR. d a B > i ' r

R > " ^ , a c I l i ; ond upon V 
y/chisunic ruinK. ^ f ^ 4 a n c c X l ^ ° - » ' ^ v 

k t e l • o H » 1 « ' a h ' B

i

C ^ s i n y „ tber time P . » o ' • fc . , 

^.ouirod ana tt «b d . t c h e s j , ^ 

made with rw.pect "> ^ b y jhc unu J u 

1 . il.x lessor r» I 0 0 " „»n»>i which 

necessary tor " 

^ ^ ^ ^ ^ 

" ^ T ^ r d s T c ^ S * e ' cTs there 

which Will no e ( . i M M 

nntler this leose- ; „ „ „ J . ' ' 

i d e a the ownership and « l £ l

0 > s „ h j e r t to such 
amentled the ^ „ n ( l e , h i * ' rtbed by i h . 
f T o n d V t » » - * i o » « 3 S . L e tho Wssor cleCs t . 

ssu«• - .5- r^c':^ »ev,vr an r -
tnKe the , h e r e o f aes»*- l . . V» * 
Wining same, or portion, , e e 6 ,n i h . a « 

w , „ , n e d to * • ^ e v A , I O W ;1W * » « » ^ . . L . ^ n oi 

other e q » i P f e n t 

on the 
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SENT BY FARMINGTON N.M. i l l - 8- 1 10:39 ; DUGAN PRODUCTION - 303 830 8009:# 6/ 6 

Form 3120-9 
(February 1965) 

{term.rty 4-lS91a 61 b) 

UNITED STATES 
DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

RENTALS AND ROYALTIES FOR OIL AND CAS LEASES 

SCHEDULE "A" - NONCOMPETITIVE 

R E N T A L S . To pay the lessor ln advance on or before the 
firat day of Ore nonOi in which the leaae lasuea a rental at 
\he. foil owing rates: 

a. If the land a ate wholly outBide tho known geologic 
1 structure of a producing oil or gaa field: 50 .cent* par 

• ere or fraction thereof for each loase year, 

b. Oil lenses wholly or partly within the geologic structure 
of a producing; oil or gas Meld: 

I . I f not committed to a cooperative or unit plan which 
includes a well capable of producing ell or gns end 
contains a general provision for allocation of pro­
duction beginning• with the first lease year after 
30 days* notice that all or part of tho land la In­
cluded in s-tlch a structure and for each yetir there* 
after, prior to a discovery of ol) er gaa on the landa 
heroin, S2 per acre or traction thereof. 

2. On the lands committed to an approved cooperative 
or unit plea which Includes a well capable of pro­
ducing oil or gaa and contains • general provision 
for allocation of production! for the lands not with­
in the participating aren ao annual rental of 50 cents 
per acre or fraction thereof each lease year following 
discovery. 

MINIMUM R O Y A L T Y . To pay the leaaor In ilea of rental at 
the expiration ef each lease year after discovery a minimum 
royalty of t l por acre or, if there I s production, the difference 
between the actual royalty paid during the year and the pre­
scribed minimum royalty ef SI per acre, provided that on 
unit land leasee, ihe minimum royalty shell KB payable only 
on the participating sereege. 

ROYALTY ON PRODUCTION. To pay the lessor 12*4 percent 
royalty en tho production removed or sold from the leased landB. 

SCHEDULE " B " - COMPETITIVE 

R O Y A L T Y ON PRODUCTION. T O pay tha lessor the following 
royalty on production removed or sold from Uia leasad lands. 

1. Virion the average production for the month in barrola 
par well per dey is: 

O V E R 
W O T 

O V E R 

P E R C E N T 
O F 

R O Y A L T Y 
O V E R 

N O T 
O V E R 

P E R C E N T 
O F 

R O Y A L T Y 

SO 12.S 130 ISO 19 
50 - 60 13 ISO 200 20 
60 70 14- 200 250 21 
70 80 15 250 300 a 
80 90 16 300 350 2.1 
90 110 17 350 400 24 

110 130 18 400 25 

2. On gaa, including Inflammable gas. helium, carbon 
dioxide and al l other natural gaaas end mixtures 
thereof, and on netural or eoatnghead gasoline ssjd 

other liquid products obtained Irom gas; when the 
average production of gaa per well pe' day for the 
month does not exceed 5,000,000 cubic feet, 12-1/2. 
percent! end when said production of gaa exceeds 
5,000,000 cable feet, 16-2/3 percent of the amount 
or value of the gas and liquid products produced, 
said amount or value of such liquid'products lo be 
net alter an allowance for the cept of manufacture. 

MINIMUM R O Y A L T Y . To pay the' lessor In lieu or rental at 
the exprletion of each lease yesr after discovery a minimum 
royalty of $1 per ocr* or. If there le production, the dlffcranco 
between the actual royalty paid during the year end the pro. 
Bmibed minimum royally of SI per acre, provided lost on 
unitized leases, the minimum royalty shall ha payable only 
on the participating acreage. 

RENTALS- To pay the lessor in advance en or before Ihe 
first dey of the month In which the lease Issued and for each 
lease year thereafter prior lo a discovery of oil or gas on the 
(cased lands, an annual rental of 52 per acre or fraction thereof. 

NOTICE 

The average production per well par day (or Oil and gns shell be 
determined pursuant to 30 C F R . Part 221, "Oi l and Gas Operating 
Regulations." 

In determining the amount, i r value ef gaa end liquid products produced, 
the amount or value shall be net after an allowance for the east ef 
manufacture. The allowance for coat of manufacture may exceed two* 
thirds of the amount or voluo of sny product only en sppreval by the 
Secretary of the Interior. 

O P O S « 7 - » » S 



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;041 STAT0437;30USC181ETSEQ Total Acres Serial Number 
Case Type 311211: O&G LSE SIMO PUBLIC LAND 1,840.000 NMNM--019163 
Commodity 459: OIL & GAS L 
Case Disposition: AUTHORIZED 

S e r i a l N u m b e r : NMNM- - - 0 1 9 1 6 3 

Name & Address Xnt Rel % I n t e r e s t 

DUGAN PRODUCTION CORP PO BOX 420 FARMINGTON NM 87499 OPERATING RIGHTS 0.000000000 

QUESTAR EXPL & PROD CO 133117THST#800 DENVER CO 80202 LESSEE 100.000000000 
RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS 0.000000000 

S e r i a l N u m b e r : NMNM- - - 0 1 9 1 6 3 

MerTwp Rng Sec STypSNrSuff Subdivision District/Resource Area County Mgmt Agency 

23 0300N0140W017 ALIO ALU FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

23 0300N0140W018 ALIQ SE.S2SW; FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

230300N0140W019 ALIQ ALU FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

230300N0140W 020 ALIQ W2; FARMINGTON SANJUAN BUREAU OF LAND MGMT 

S e r i a l Number: NMNM--
A c t D a t e Code A c t i o n A c t i o n R e m a r k s 

0 7 / 2 2 / 1 9 7 3 387 CASE ESTABLISHED SPAR25; 

0 7 / 2 3 / 1 9 7 3 888 DRAWING HELD 

0 9 / 1 0 / 1 9 7 3 237 LEASE ISSUED 

1 0 / 0 1 / 1 9 7 3 496 FUND CODE 0 5 ; 1 4 5 0 0 3 

1 0 / 0 1 / 1 9 7 3 530 RLTY RATE - 12 1/2% 

1 0 / 0 1 / 1 9 7 3 868 EFFECTIVE DATE 

1 0 / 0 1 / 1 9 7 3 909 BOND ACCEPTED EFF 0 5 / 0 1 / 6 7 ; N M 0 1 4 0 

0 6 / 3 0 / 1 9 8 1 500 GEOGRAPHIC NAME UNDEFINED F L D ; 

0 6 / 3 0 / 1 9 8 1 510 KMA CLASSIFIED 

0 2 / 2 4 / 1 9 8 2 315 RENTAL RATE DET/ADJ $ 2 . 0 0 ; 

0 4 / 3 0 / 1 9 8 2 140 ASGN F I L E D MTN FUEL/CELSIUS 

0 5 / 1 9 / 1 9 8 2 139 ASGN APPROVED EFF 0 5 / 0 1 / 8 2 ; 

0 1 / 1 0 / 1 9 8 3 512 KMA EXPANDED 

0 1 / 1 0 / 1 9 8 3 650 HELD BY PROD - ACTUAL 

0 1 / 1 0 / 1 9 8 3 658 MEMO OF 1ST PROD-ACTUAL CA N M A - 0 1 1 , # 1 CLB 

0 4 / 1 3 / 1 9 8 3 932 TRF OPER RGTS F I L E D 

0 5 / 1 6 / 1 9 8 3 933 TRF OPER RGTS APPROVED EFF 0 5 / 0 1 / 8 3 ; 

0 7 / 1 8 / 1 9 8 3 512 KMA EXPANDED 

0 8 / 0 2 / 1 9 8 3 246 LEASE COMMITTED TO CA NMA-0011 EFF 1 1 / 1 5 / 8 2 

1 0 / 1 9 / 1 9 8 3 932 TRF OPER RGTS F I L E D 

1 1 / 2 9 / 1 9 8 3 102 NOTICE SENT-PROD STATUS 

1 2 / 1 4 / 1 9 8 3 658 MEMO OF 1ST PROD-ACTUAL CA N M A - 0 6 9 , # 1 CLB 

0 1 / 0 5 / 1 9 8 4 512 KMA EXPANDED 

0 2 / 0 6 / 1 9 8 4 933 TRF OPER RGTS APPROVED EFF 1 1 / 0 1 / 8 3 ; 

0 9 / 2 6 / 1 9 8 7 974 AUTOMATED RECORD V E R I F MLM/CB 

1 0 / 2 0 / 1 9 8 8 963 CASE MICROFILMED CNUM 1 0 6 , 5 3 0 

0 3 / 3 0 / 1 9 8 9 575 APD F I L E D 

^ 0 4 / 0 7 / 1 9 8 9 575 APD F I L E D 

0 5 / 1 6 / 1 9 8 9 576 APD APPROVED 3 TURKS TOAST NRK 

0 6 / 0 2 / 1 9 8 9 576 APD APPROVED 4 TURKS TOAST NRK 

1 1 / 0 6 / 1 9 8 9 932 TRF OPER RGTS F I L E D CELSIUS ENE/DUGAN 

1 2 / 1 9 / 1 9 8 9 933 TRF OPER RGTS APPROVED EFF 1 2 / 0 1 / 8 9 ; 

1 2 / 1 9 / 1 9 8 9 974 AUTOMATED RECORD VERIF TF/MT 

0 3 / 1 9 / 1 9 9 0 932 TRF OPER RGTS F I L E D CELSIUS ENE/DUGAN 

0 5 / 1 8 / 1 9 9 0 933 TRF OPER RGTS APPROVED EFF 0 4 / 0 1 / 9 0 ; 

0 5 / 1 8 / 1 9 9 0 974 AUTOMATED RECORD VERIF GLC/MT 

- 019163 
Pending O f f i c e 

EXHIBIT 

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

r>l I D D H C C C M<-»T I M T C M n C n B V R I M 

C-2 



DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(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 Mr Remarks S e r i a l Number: NMNM— - 019163 

0002 03/21/2000 - BONDED OPERATOR 
0003 DUGAN PROD CO - NM0140 SW/NM 
0004 RICHARDSON OPERATING - NM1711 SW/NM 

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

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 of 1 
01 12-22-1987;101 STAT1330;30USC181 ET S E Total Acres Serial Number 
Case Type 312021: O&G LSE COMP PD -1987 480.000 NMNM- - 097841 
Commodity 459: OIL & GAS L 
Case Disposition: AUTHORIZED 

S e r i a l N u m b e r : NMNM-- - 0 9 7 8 4 1 

Name & A d d r e s s I n t R e l % I n t e r e s t 

RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 LESSEE 100.000000000 

S e r i a l N u m b e r : NMNM-- - 0 9 7 8 4 1 

MerTwp Rng Sec STypSNrSuff 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 

S e r i a l Number: NMNM— - 097841 
A c t D a t e Code A c t i o n A c t i o n Remarks P e n d i n g O f f i c e 

1 0 / 1 5 / 1 9 9 6 387 CASE ESTABLISHED 9610020 

1 0 / 1 6 / 1 9 9 6 191 SALE HELD 

1 0 / 1 6 / 1 9 9 6 267 B I D RECEIVED $ 3 8 4 0 0 . 0 0 ; 

1 0 / 1 6 / 1 9 9 6 392 MONIES RECEIVED $ 9 6 0 . 0 0 ; 

1 0 / 2 9 / 1 9 9 6 392 MONIES RECEIVED $ 3 7 4 4 0 . 0 0 ; 

1 1 / 0 6 / 1 9 9 6 237 LEASE ISSUED 

1 1 / 0 6 / 1 9 9 6 974 AUTOMATED RECORD VERIF AT 

1 2 / 0 1 / 1 9 9 6 496 FUND CODE 0 5 ; 1 4 5 0 0 3 

1 2 / 0 1 / 1 9 9 6 530 RLTY RATE - 12 1/2% 

1 2 / 0 1 / 1 9 9 6 868 EFFECTIVE DATE 

1 2 / 0 6 / 1 9 9 6 084 RENTAL RECEIVED BY MMS $ 7 2 0 . 0 0 ; 1 1 / M U L T I P L E 

0 3 / 2 0 / 1 9 9 7 963 CASE MICROFILMED 

1 1 / 1 8 / 1 9 9 7 084 RENTAL RECEIVED BY MMS $ 7 2 0 . 00 , -21 /0000000222 

1 1 / 0 9 / 1 9 9 8 084 RENTAL RECEIVED BY MMS $ 7 2 0 . 0 0 , - 2 1 / 0 0 0 0 0 0 0 2 3 8 

1 1 / 2 4 / 1 9 9 9 084 RENTAL RECEIVED BY MMS $ 7 2 0 . 0 0 , - 2 1 / 2 4 

0 1 / 2 4 / 2 0 0 0 575 APD F I L E D RICHARDSON OPER CO 

0 3 / 0 2 / 2 0 0 0 576 APD APPROVED 3 WF FEDERAL 20 

0 9 / 2 1 / 2 0 0 0 650 HELD BY PROD - ACTUAL WF FEDERAL 20 #3 

0 9 / 2 1 / 2 0 0 0 658 MEMO OF 1ST PROD-ACTUAL / 1 / W F FEDERAL 20 #3 

1 0 / 1 2 / 2 0 0 0 575 APD F I L E D RICHARDSON OPER CO PETROLEUM MANAGEMENT T 

1 1 / 2 2 / 2 0 0 0 084 RENTAL RECEIVED BY MMS $ 7 1 9 . 5 0 ; 2 3 / 2 8 6 

0 2 / 2 0 / 2 0 0 1 084 RENTAL RECEIVED BY MMS $ 0 . 5 0 ; 2 2 / 2 9 3 

0 8 / 0 8 / 2 0 0 1 643 PRODUCTION DETERMINATION 111 

L i n e Nr Remarks S e r i a l Number: NMNM-- - 097841 

EXHIBIT 

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

PURPOSES NOT INTENDED BY BLM 

C-3 



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

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

Page 1 of 2 

01 12-22-1987;101 STAT1330;30USC181 ET S E Total Acres Serial Number 
Case Type 312021: O&G LSE COMP PD-1987 1,120.000 NMNM- - 097843 
Commodity 459: OIL & GAS L 
Case Disposition: AUTHORIZED 

S e r i a l Number : NMNM-- - 0 9 7 8 4 3 

Name & Address I n t Rel % I n t e r e s t 

ABO PETROLEUM CORP 105S4THST 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 105S4THST ARTESIA NM 88210 LESSEE 20.000000000 

YATES PETROLEUM CORP 105 S 4TH ST ARTESIA NM 88210 LESSEE 40.000000000 

S e r i a l Number : NMNM-- - 0 9 7 8 4 3 

MerTwp Rng Sec STypSNrSuff Subdivision District/Resource Area County Mgmt Agency 

230300N0140W 028 ALL ENTIRE SECTION FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

230300N0140W029 ALIQ NW.S2; FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

A c t D a t e Code A c t i o n A c t i o n Remarks 

1 0 / 1 5 / 1 9 9 6 387 CASE ESTABLISHED 9610022 

1 0 / 1 6 / 1 9 9 6 1 9 1 SALE HELD 

1 0 / 1 6 / 1 9 9 6 267 B I D RECEIVED $ 7 0 5 6 0 . 0 0 ; 

1 0 / 1 6 / 1 9 9 6 392 MONIES RECEIVED $ 7 0 5 6 0 . 0 0 ; 

1 1 / 0 6 / 1 9 9 6 237 LEASE ISSUED 

1 1 / 0 6 / 1 9 9 6 974 AUTOMATED RECORD VERIF AT 

1 2 / 0 1 / 1 9 9 6 496 FUND CODE 0 5 ; 1 4 5 0 0 3 

1 2 / 0 1 / 1 9 9 6 530 RLTY RATE - 12 1/2% 

1 2 / 0 1 / 1 9 9 6 868 EFFECTIVE DATE 

1 2 / 0 6 / 1 9 9 6 084 RENTAL RECEIVED BY MMS $ 1 6 8 0 . 0 0 ; 1 1 / M U L T I P L E 

0 3 / 2 0 / 1 9 9 7 963 CASE MICROFILMED 1 

1 0 / 1 6 / 1 9 9 7 084 RENTAL RECEIVED BY MMS $ 1 6 8 0 . 0 0 , -21 /000000077 

1 0 / 1 9 / 1 9 9 8 084 RENTAL RECEIVED BY MMS $ 1 6 8 0 . 0 0 , - 2 1 / 0 0 0 0 0 0 0 8 3 

0 3 / 0 1 / 1 9 9 9 246 LEASE COMMITTED TO CA NMNM102966; 

0 3 / 0 9 / 1 9 9 9 651 HELD BY PROD - ALLOCATED 

0 3 / 0 9 / 1 9 9 9 660 MEMO OF 1ST PROD-ALLOC /1 /NM102966 ;FEDWF29#1 

0 3 / 1 9 / 1 9 9 9 575 APD F I L E D RICHARDSON OPER CO 

0 4 / 1 9 / 1 9 9 9 576 APD APPROVED 1 WF FEDERAL 2 8 

0 7 / 0 6 / 1 9 9 9 575 APD F I L E D RICHARDSON OPER CO 

0 8 / 0 6 / 1 9 9 9 576 APD APPROVED 2 WF FEDERAL 28 

1 0 / 2 2 / 1 9 9 9 084 RENTAL RECEIVED BY MMS $ 1 6 8 0 ; 2 1 / 9 0 0 

1 1 / 1 9 / 1 9 9 9 643 PRODUCTION DETERMINATION / l / 

1 1 / 2 2 / 1 9 9 9 575 APD F I L E D RICHARDSON OPER CO 

1 1 / 3 0 / 1 9 9 9 932 TRF OPER RGTS F I L E D (1)YATES/RICHARDSON 

1 1 / 3 0 / 1 9 9 9 932 TRF OPER RGTS F I L E D (2)YATES/RICHARDSON 

1 2 / 1 3 / 1 9 9 9 933 TRF OPER RGTS APPROVED 01EFF 1 2 / 0 1 / 9 9 ; 

1 2 / 1 3 / 1 9 9 9 933 TRF OPER RGTS APPROVED 02EFF 1 2 / 0 1 / 9 9 ; 

' 1 2 / 1 3 / 1 9 9 9 974 AUTOMATED RECORD VERIF LR 

1 2 / 2 1 / 1 9 9 9 576 APD APPROVED 2 WF FEDERAL 29 

0 6 / 2 2 / 2 0 0 0 932 TRF OPER RGTS F I L E D (1 ) YATES/RICHARDSON 

0 6 / 2 2 / 2 0 0 0 932 TRF OPER RGTS F I L E D (2)YATES/RICHARDSON 

0 8 / 0 7 / 2 0 0 0 933 TRF OPER RGTS APPROVED 01EFF 0 7 / 0 1 / 0 0 ; 

0 8 / 0 7 / 2 0 0 0 933 TRF OPER RGTS APPROVED 02EFF 0 7 / 0 1 / 0 0 ; 

0 8 / 0 7 / 2 0 0 0 974 AUTOMATED RECORD VERIF MV/MV 

0 8 / 2 4 / 2 0 0 0 575 APD F I L E D /2/RICHARDSON OPER CO 

0 8 / 2 4 / 2 0 0 0 575 APD F I L E D RICHARDSON OPER CO 

S e r i a l Number: NMNM— - 097843 
Pending O f f i c e 

EXHIBIT 

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

PURPOSES NOT INTENDED BY BLM 



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

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

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 01 EFF 08/01/01 
08/09/2001 933 TRF OPER RGTS APPROVED 02 EFF 08/01/01 

08/09/2001 933 TRF OPER RGTS APPROVED 03 EFF 08/01/01 

08/09/2001 933 TRF OPER RGTS APPROVED 04 EFF 08/01/01 
08/09/2001 933 TRF OPER RGTS APPROVED 05 EFF 08/01/01 

08/09/2001 933 TRF OPER RGTS APPROVED 06 EFF 08/01/01 
08/09/2001 974 AUTOMATED RECORD VERIF JLV 

Line Nr Remarks S e r i a l Number: NMNM-- - 097843 

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

PURPOSES NOT INTENDED BY BLM 



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

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

Page 1 of 1 

01 12-22-1987;101 STAT1330;30USC181 ET S E Total Acres Serial Number 
Case Type 312021: O&G LSE COMP PD-1987 160.000 NMNM- - 097844 
Commodity 459: OIL & GAS L 
Case Disposition: AUTHORIZED 

S e r i a l N u m b e r : NMNM- - - 0 9 7 8 4 4 

Name & Address I n t Re l % I n t e r e s t 

ABO PETROLEUM CORP 105S4THST 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 105S4THST ARTESIA NM 88210 LESSEE 20.000000000 

YATES PETROLEUM CORP 105S4THST ARTESIA NM 88210 LESSEE 40.000000000 

S e r i a l N u m b e r : NMNM-- - 0 9 7 8 4 4 

MerTwp Rng Sec STypSNrSuff Subdivision District/Resource Area County Mgmt Agency 

23 0300N0140W029 ALIQ NE; FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

A c t D a t e Code A c t i o n A c t i o n Remarks 

1 0 / 1 5 / 1 9 9 6 387 CASE ESTABLISHED 9610023 

1 0 / 1 6 / 1 9 9 6 191 SALE HELD 

1 0 / 1 6 / 1 9 9 6 267 B I D RECEIVED $ 9 7 6 0 . 0 0 ; 

1 0 / 1 6 / 1 9 9 6 392 MONIES RECEIVED $ 9 7 6 0 . 0 0 ; 

1 1 / 0 6 / 1 9 9 6 237 LEASE ISSUED 

1 1 / 0 6 / 1 9 9 6 974 AUTOMATED RECORD VERIF AT 

1 2 / 0 1 / 1 9 9 6 496 FUND CODE 0 5 ; 1 4 5 0 0 3 

1 2 / 0 1 / 1 9 9 6 530 RLTY RATE - 12 1/2% 

1 2 / 0 1 / 1 9 9 6 868 EFFECTIVE DATE 

1 2 / 0 6 / 1 9 9 6 084 RENTAL RECEIVED BY MMS $ 2 4 0 - 0 0 ; 1 1 / M U L T I P L E 

0 3 / 2 0 / 1 9 9 7 963 CASE MICROFILMED 

1 0 / 1 6 / 1 9 9 7 084 RENTAL RECEIVED BY MMS $ 2 4 0 . 0 0 , - 2 1 / 0 0 0 0 0 0 0 7 7 9 

1 0 / 1 9 / 1 9 9 8 084 RENTAL RECEIVED BY MMS $240 . 0 0 , - 2 1 / 0 0 0 0 0 0 0 8 3 8 

1 1 / 1 8 / 1 9 9 8 575 APD F I L E D RICHARDSON OPER CO 

0 3 / 0 1 / 1 9 9 9 246 LEASE COMMITTED TO CA NMNM102966; 

0 3 / 0 9 / 1 9 9 9 650 HELD BY PROD - ACTUAL 

0 3 / 0 9 / 1 9 9 9 658 MEMO OF 1ST PROD-ACTUAL / 1 / N M 1 0 2 9 66;FEDWF29#1 

1 0 / 2 2 / 1 9 9 9 084 RENTAL RECEIVED BY MMS $ 2 4 0 . 0 0 ; 2 1 / 9 0 0 

1 1 / 1 9 / 1 9 9 9 643 PRODUCTION DETERMINATION / l / 

1 1 / 3 0 / 1 9 9 9 932 TRF OPER RGTS F I L E D YATES/RICHARDSON 

1 2 / 3 0 / 1 9 9 9 933 TRF OPER RGTS APPROVED EFF 1 2 / 0 1 / 9 9 ; 

1 2 / 3 0 / 1 9 9 9 974 AUTOMATED RECORD VERIF JLV 

S e r i a l Number: NMNM-- - 097844 
Pending Office 

PETROLEUM MANAGEMENT T 

Line Nr Remarks S e r i a l Number: NMNM— - 097844 

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

PURPOSES NOT INTENDED BY BLM 

EXHIBIT 

C-5 



iDate/Time: 09/17/01 01:16 PM 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

Page 1 of 1 

ul 12-22-1987;!01STAT1330;30USC181 ET S E 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 

S e r i a l N u m b e r : NMNM— - 0 9 9 0 0 3 

Name & A d d r e s s I n t R e l % I n t e r e s t 

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 105S4THST ARTESIA NM 88210 LESSEE 20.000000000 
YATES PETROLEUM CORP 105S4THST ARTESIA NM 88210 LESSEE 40.000000000 

S e r i a l N u m b e r : NMNM- - - 0 9 9 0 0 3 

MerTwp Rng Sec STypSNrSuff Subdivision District/Resource Area County Mgmt Agency 

23 0300N0140W 030 ALL ENTIRE SECTION FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

23 0300N 0140W 031 ALIQ N2; FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

S e r i a l N u m b e r : NMNM— - 0 9 9 0 0 3 
A c t D a t e Code A c t i o n A c t i o n Remarks F e n d i n g O f f i c e 
0 7 / 1 6 / 1 9 9 7 191 SALE HELD 

0 7 / 1 6 / 1 9 9 7 267 B I D RECEIVED $ 3 5 5 2 0 . 0 0 ; 

0 7 / 1 6 / 1 9 9 7 392 MONIES RECEIVED $ 3 5 5 2 0 . 0 0 ; 

' 0 4 / 1 9 9 7 237 LEASE ISSUED 

0 4 / 1 9 9 7 974 AUTOMATED RECORD VERIF BCO 

0 8 / 0 7 / 1 9 9 7 600 RECORDS NOTED 

0 9 / 0 1 / 1 9 9 7 496 FUND CODE 0 5 ; 1 4 5 0 0 3 

0 9 / 0 1 / 1 9 9 7 530 RLTY RATE - 12 1/2% 

0 9 / 0 1 / 1 9 9 7 868 EFFECTIVE DATE 

0 9 / 1 0 / 1 9 9 7 084 RENTAL RECEIVED BY MMS $ 1 4 4 0 . 0 0 ; 1 1 / M U L T I P L E 

0 5 / 0 6 / 1 9 9 8 575 APD F I L E D RICHARDSON OPERATING 

0 5 / 1 5 / 1 9 9 8 576 APD APPROVED 3 0 - 1 WF FEDERAL 

0 6 / 0 2 / 1 9 9 8 963 CASE MICROFILMED 

0 7 / 1 5 / 1 9 9 8 084 RENTAL RECEIVED BY MMS $ 1 4 4 0 . 0 0 , -21 /000000082 

0 3 / 2 9 / 1 9 9 9 932 TRF OPER RGTS F I L E D YATES ETAL/RICHARDSON 

0 4 / 1 3 / 1 9 9 9 933 TRF OPER RGTS APPROVED EFF 0 4 / 0 1 / 9 9 ; 

0 4 / 1 3 / 1 9 9 9 974 AUTOMATED RECORD VERIF J L V 

0 5 / 1 2 / 1 9 9 9 650 HELD BY PROD - ACTUAL 

0 5 / 1 2 / 1 9 9 9 658 MEMO OF 1ST PROD-ACTUAL / l / # 3 0 - l WF FEDERAL 

0 7 / 2 6 / 1 9 9 9 084 RENTAL RECEIVED BY MMS $ 1 , 4 4 0 . 0 0 ; 2 1 / 0 0 0 0 0 0 0 8 

1 2 / 0 7 / 1 9 9 9 643 PRODUCTION DETERMINATION / l / 

0 3 / 2 8 / 2 0 0 0 575 APD F I L E D RICHARDSON OPER CO 

0 5 / 2 4 / 2 0 0 0 576 APD APPROVED 2 WF FEDERAL 30 

L i n e Nr Remarks S e r i a l Number: NMNM— - 099003 

EXHIBIT 

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

PURPOSES NOT INTENDED BY BLM 



EXHIBIT 

C-7 

r c" 

OIL AND GAS L E A S E 
E-315Q » v 

1 
THIS AGREEMENT, dated this th?, ,10th i d a y p t .Dccumbjcr ^ A f D i 1 9 4? i i t r M l J ( , „„;, 

/ , ' . WHEREAS, ttt« snld lessee ha? filed] In the offlea «f.tlio Commissioner ct Publl: tends an application /or 
, ' an pil ano, ew Icaw severing tho lands hereinafter dcscriljeJ ond \m lendored therewith the rwulrcd firstt»v. 5 

WHeRBAS, all oi tha rcqulremsnt* pf Jaw relative to said application am* tcndlr have ht*n duly nnuW 
, with ana 5914 application has been appwed jn4 allowed by the Commissioner pt i tittle LmdsY * m p " c " 

THEREFORE, for and In consideration °1 Hie pretrilsw a? well ns Um sum of. .Xwnty nine .thqu-jptia-
' Aw„Mffl*rp9 «*»te.PM^9Hwfs ttftar.pw e<*t3 , <<3?#&M*, > j „ i h r . t h 9 

ftirt.to.lhsw presents does grant, fttyfee, lew and Irtunto thit *«Id lessee, wluslwlV, (or tho soli and only nur< ' 
•' ' P?,59,?* «*PJw«o"> tJ«vctopmcn» un* pwdusHon o( oil and/ov fas llictcon and. there! om with th? Nfiht to own. 

v4 ••«.• ?l« W W4ip» F9 produced and saved therefrom and not rcn-md nt royally by the lo sor Mnder the term ot thi* 
loasw, tmlher with rightsof way. wsements nml servitudes fw.plpe llncy, telephone md tclcprnpli lines, tanks.' 

\ power houses, stations, choline plants, and flxwr«s tor producing, ttciitinc and catlr e for suvh products, att-l 
t , : housing and bearding employees, and any and all rights and privileges necessary, ln< Went to or convenient ftir 
•••.?;:••••;•.••:••: •. •. tfw wnomlcal operohm of s»ld land* lor oil and m> with right lor suvh twrnosm it thelreo hro otoii, p*v, 

caslns'heait nas, or water Intm faltl land*, hul »wi Iwm le»or)« water well*, and with ll erlc.htolremqvinrj either 
v ; • ;. • iwrtpu or titter, tho term |i?reof, all and any improvcineniK placed or rreelwl im ihe i rcmlccs Ly ilu- icssrp, in; 

; , clUdlnp Ihe rlpht to pull nil twin*, subject, however, tntlw voiiiUllnnslifrrliiiilter̂ M m«,Iho ftillowlhR »trwlltt • • 
«1 hnrt tltuate In llio Count y„,. vf ?1f .̂ *">. SMII. nf Nov MCM-<; im<\ n. in 
jLirtlcnlarty described.nfollow?; -

rnillliitiott ST. I 1*9- SVhUIVlStON 
I tlll.'M.I » j fOl.t'fVS 1 riH.VJts i 

..r..rL.3§_j.3W . NKlMWi.,..]-̂ ''iMEL-j SHIMS? ' IW.TO 

CS. 36 30N I f f 
irrrt.-f " j • • l i 

,0,8,,, 3& JOM X5M 

,. ;ou. 15VJ, 

0,8, 16 30H j XN 

C,S, i 36 3«1 j 16V 

0,0,. 2 3W j W 

0.8, 16 31H j 7W, 

0,3, 16 ! 31M j 7W 

0,8; 16 I 31H I 7M 

IJ,3. >16 31N I 7W 

0,8, I 2 3XN |8W 

39.10* 
tpt 3 

Mtinif; 

, . u.03 
.seUftfi..:.. j.6p;oo. 

is .14. . 

! Lot. 4. 
a.73 

4H.87 
Lot. 3 
40. ?7 
Hoti 1 162 »30-

-.1.77.34 

/ SE>;l!Et ; 40,09 
swlswt . . av4ai'i 100,00 

36 1 31H |8K 

13m lew . . . 
,36 |0H. HElSW* 

8fc£5El- 160,00 

I 40.00 

,.sf4ui4'.i,! ao.oo 

' n,,.. . °,vs; 2... . ?M.„ SJ?,; • , — — 

. I <!|| ' "• 1 . . . ..•.(•. V.: 

J _ _ _ _ ^ _ . 0,S t > 1 .36 '31W * 

— |. - , ..I. »ii»inft j . 40,0'J 
I ' j $Q,QU 
| ..awi3ni. • 1. _ e.g.wi 

, _ . .SUlNBu- ,LSBi«E4_, . .80,00, 
/ I I •• • . 







A i . • , ' ',« .;' : 
I M - ' C U P • ' ' ' « ' » " 1 ' ; i , 1 1 I • : 'rr,-,-- • 

#.((4 lands fwYiinj vwn awaitM w Jvifve and ttvflpiiaivd as trail-Ne J?,..,.,.,..,,.̂  a. puwlis. ?ate htf<f Vy the 
e»mmlMlon»»l Puttis ^nfis pn.'..,,.̂ toB*W..-W •<.,,.< J'M9- 1'fv bt» (Hie I |n only where lane's «p> 

• :• • TO tfAVB.VWO TO iiOM) said Inotf, and all iho Helms IWld pilvilfw waolttl Ii wujlder. toMKl WRto lliv 
, , r etsse, ler a Hritnary r«rm oUivo (5) year* irem dn« IIITWIV .md ni lonn trvcreal er as o» arid qas Irt pay 
, ; ( J ^ ^ „ % f f f i S W ^ . * * * - * ? ? tanfl.by.Hw www W all «i«;tf«m ami fendi' 

. In coiKlfitrflUwn of tti« t|r«fni$c?Triiâ r{Ti]$ (6«vrMiii«rrortii <i«ri'i>'-n9 luftvw-s < 
„•• 5nV«ct tfl tho lre« use WlthouVWftlty, as liercinMtiro pwW«ti..«n> lp«ep -hall pay tho as' 

fwalty pne-sismh part«(the oil itrstfvisvd and wave* t«>m the leaded primlH-s et' itth t ash VAIHO l n-'trof, at Hie 
Mtlnn st the lessor, swell value, u bethe. prlea pievallint! Die day p| s run lain il I'if <•' lino, If l!<« till lo fun In-
tii a pipe er lino »IP/ JC« urihs, K the oil bo MOIV-J, , t , , , , , . . , 

J, Subject to tlw Jren 1178 Without'fpyalty, ft* licrfdnbrfpre pivvMiM. Hiohwo shall pay the ItfHsor as 
„ loyally enwietiih e* trip m\\ value »f sap. iiwiu'llnij tpslfislwad ew, preduml and «• vrd lrr»tn tho leased pre-
nifrcs and tnw wisd pr uiillwi'i imcli value iv be (t\m\ IP ihe EWHT t'f Iho ft'llwinf amounts; 

, (it) i ww ntl proceed? derive,;! ftem sale of wh ens In llio field, pr 

iiitn, 6T^s,Wi§ pounds .per swre ,nth abseime, m w< Fwiivrm?it, and pursuant \« appropriate reeutalieiM 
vi thsGwiimissiuner et Public fcands whieh inny pruvidf, ainoiifj eiher things, ler -1 Iwwlnu ivuipvtatMrt) «l 
W< .''anronheit to be assumed and. applied tn «V1>IIIIP emnmitatiim In all eav-vs wlif'« « rvvordlna ihrtrna*-

, , mrtsr Is net tmlilpyed by His lssree in m inoJSHrwsm. and ipi- fitvlHv jtr»»lty 1 « l llw |ps*t»>'*»»'• 
, }<«ns8 «intsr<«5 ma pr«<il«r than ena year in nllws? v/\\m a rwruinii tif'ivti' mstsr is r«i einpi^vd 
t' by Hie JM.W In m meS>f-uierr;eMi •- • 

nuira tup »»yfti«Kol royally l«r fill «rfinv l«irt tu tltw-Kan prmluvtid. nml Mvtf'l umier tus.leaso «mi m;irl<;ei>,<i. 
«i- uuiiwti ot a nrlsi pvv m*t, sumil i« ttw niiifdimim prl'v b«inn wW lf>r ivti <if Ww I (n-l ami mwliiy «i»t un. 
tl'ir Jilio eumtltlnns in tlw Finne (l«Vl er ars* tir may rcdnev i|i« tpyally-vnltw ff nny MI II fla* itn wny ammtnt 
mil le> thnn lha pel pwcwls pt H<« Ihsrwl lu liw lisKl it inv îmimiwiimi'T ul I'uMl l<awlfi l̂wH iM>:iniiiv 
wi'.h inninn In m new ôiy l» His snevRslwl iiiu'fHii'tiiPl i!w ianvls for till w irr, rnrim crfur tiij'iirtim'iiBwn«ni 

d.' H ii tNiu'ŝ ly nyrvtt) |imt ihu vui'liipiiulim hiivhiliifoiv rii.«.|llV'l \* 11 valid ntrl MiiiKianinil 
Ot»«*W< iflltnti awl flMfitflsill In it(| tl'Slwrjla' l(» sttpwrf •••it'll an<| ever}' mtriMin li'Mcln. i. t luillun r-|<wl|tnil|y lln! 

timi»n r̂iiniP<KH« leswo i»'» iircvoni llto tcfmlinvlnn wf Uils l»!ifv dm year In yvnr, Vy t!m ĵ yinvm wr t»'iwvr 
sit" Ilia mt|»iw. r«iltid,i'Jt.V«H,;»f*<s»' i'Mt̂ 'lv.d 

On annual ronton at tits r»i« rfhwilSf, -,.,,,.- ^ m i iliif l»tvwi««'Tl»iy aj»4 iw«i i?,i»'Hw lvi'«'i- l»y .">"• 
h'i-MVi PV hy nny iranu'errp ur itŝ igntm of w *fiin'>, nr nn,« ji irt tiwyf. v.lmv KHVII iri1 sfiwi t»r nssmî v \w* 

-law r««t«uliwa, Mill mil mmlw nr luwifWHi ainrwrtl i>y Urn IIWHW* -JS livreiiriinf mnvhii;'. »j«ai «a;-H 
nvivi'f th« land NIIIIVP tlv«TlM and ilwrt vhihnvd ty sAivlt ifcSMVi uwlvrvs cr iwlnci J lierydiMlvt'. aivl Jl''1 

Mm *ft»ll be tjwo arid payable In wlyanfn Ki Hid tciwtpwt the snwwlvp itmilrnr«iry.rtfte3 *»[ ihli lw»e. but 
• Utv aimvwl «m wty n<'i<;lntimt.'Pt ifhriU lit m» «Vfjtl I»P lv«i llwn Wt iJctlttrs (Sti-UHt. , , , , 

la vent Uto lesfprt shall Rie« to wrwivlcr itity ««r fill ot saW tttiuapv, Ii» shall <Wtv< r in tlw l̂ nmilwiiiiw 
ii duly cxsttticd ri*'af« ihvTM'f mid in wem said leaso ha* beuit twrth-'l. llwii h«.shall viwtt r«'i««*i l«fiit-vh 
unil (Kllvor tnsaid Cmtmiivsigniini rertlllyd k<>i>y «l* iln'y fin'MiiIni ivW", , . r 

P. 1'IIB l^re may at any lime by wins in tliptwo vl Mew >l«Mtv. avHiiK b.1 Us vtnmiil*jpi)"r uf 
I'uliUe Lands, «rPthvr auiIifnUed uU\wt\ all wniiunw H'«n thio as pinvMvil hiwln awl llie l ' t'Wf sum of fv'ti Pel-
lars lallWOj, *vinender nml vanwl till* jwn \whr l»» * 'i>iu wivtr,-* all nr nny pud on «f Uic lands hwmi 
leni rd mid lie i't-lluvsil from {urilwr nWlKailnns nr liability limtmilur, in |lie iiiannt-r nv itPrclnhvlms iiroyimji, 
l'piri,|i.il, this wri'wdcr vh-m w<i Hi? <'i'il«) lurciii w t w l i» Un1 h"*-̂  "hall vow »»• hwnnto a w w 
liwp.erar.jvtt hnmiidlawly ami vmtuî nily wild the lnsilliitinn id iiny t-tilt In any swat «j law t'l' runny Iv '"!' 
te»we. hwsatr cr nny af.-lKin.v, t« tnlouu »hfi< tow, IT'any «« »t tiw« w ttmd'w}. . .. . 

I M V f ' - | * ' t * u i t n ' i ' ' " i i t i ' - ' " » ' » F i l ' 1 ' i i » » i t i " i i i i m I T " ' M Y . M . M I I I V " " ' • < • ! > " "» t i i i - , 1 i 

pjwrl in tint 1'imls I'liibiiWl In Uic aisl«itna'iit ami the h«snr fhall llliuvvWu Iw tvlh-v»«l l <jm-«H i>Wii?au<«m »•« 
llw iiKslKWir as to m\\ liavif. iiml ilia a<«i«iii:v riiill Mirm-d In nil t-l Hu< rluliis w\ pil' il'W i>l I N asiapivii' 

( ttlUi »i>,>|iw'tt W r-Hi'h ivavlii ami shall bo h«|i| In l»>vv assumed all ul llw ilauv< atid vhlU1 ill'iiw «l liiv n«wua 
In ihp^es^rta^WM {Jj"!jSWUHW*'dlii;,'iwn in wfi -t'l ol) p;ifiii;j Mil IT J, t : «i'H;- dill vd, Wtllilii <W fv«t ''it 
Biiy ul tlw land cawed by thin l««so and ivtainwl .hw-ivMniWr. ,„ ,„„„.,,,.„.,„„ 

D. The lessee au«.r» f« iwilfy ihe ivsw «l Hit' Wivniuii ol e,n li ivell brt-ur VH|i«m- n-jna ililllin^ Unamn. 
tu l>(ieii a wiinpletftand nevuraw Iff; ol each well tiriiiedaivl U lutn îi a v»c>' ilî i>-.ii, w illr.it l>y sunw pi'i-wni 

irni ami mian>in'i'i thai i|» ihlllhip ciifrail»ii> 

tn Um ranw, li\i>|ni K. m>\lM t'Wi pf -lav, rpw'*!vji't!a f,w: U-«MV than bun ^ 



r 

.»''• "«1 tfSclesse^tt'neHL,..- - - . t 

from any well unless and until Ha payments ana obligations due thc lessor̂ Hder tlw < cms ot this agreement 
shall have bwt paid or satisfied. The lessee's ri/jbt ta remove tho easing Is subject ta tho prevWon ol pam> 
firaph 10 .above, • ' 

1 13. Uwnfallureordetaultotthrfleŝ oornnyns'iUnwtoeomply with nnypt tha provisionscr covcnwiU 
hereof, tha lessor Is hereby authorized te cancel this lease and surh cnnt*l|iittori shall ewnd tnnnd Include aU 
rights hereunder as to tho whole ot tlw tract so claimed, or possessed by tho treseo « assignee so defAUltlng, 
but shall not estend to, ner attest the rights ot any other lessee or nssicnee claiming * V portion of Uw liuids 

' upon which tw default has ijccn madat provided, however, that before any such caneelliitlort shall t» made, tho 
lessor shatt wall W the lessee, or assleace 50 defaulting, by registered mall, nildrosscd t»tho postoMleo oddrcr.3 
of such lessee or assignee as shown by the records ot the state fcnnd Office, n notlec ot I itcnttlon ot eancellntlon 
specifying the default for which cancellation Is tn tw made, and If within 30 days from iho daw ot moiling sMd 
notice the said lessee or assignee shall remedy thc.defaylt specified In said notice, ea tcdlatlon shall not bo 
rn»d> , , 1 • • • w ••• 

14, * AJĴ '.he terms of ihis agreement shall extend to and bind tho holr*, ctecutoT* administrators, suc«' 
ccssors ondosslgns ot tho parties hereto, . , 

, • • 15i'' Jt'the Iesseo shall have failed to malto discovery of oil and/or gas In paying 4 antltles during the prt-
, mary term hereof, thei lessee may continue this leaso In full force and cueet for an add ttenal term or i live (3) 

years and as long thereafter as oil and gas in paying quantities, or either ot.thcm Is p Trtuccd from the leased 
' premise?! by paying each year In advance, ns herein provided, double the rental provlt ed. herein for i tho pri* 
' maty tcrWor the highest rental prevailing at the commencement of the secondary tcr n In any rental district, 

er districts; In which tho lands, or any part thereof, maybe situated, it it ba greater than- double the rental 
provided for the primary term- • ;• 

'iI6V ii the Iesseo shall-have maintained this lease In accordance with the provisions hereof and if at the 
expiration et the secondary ternv provided herein oil or gas is not being produced m sajd land but lessee Is then 

' enROBod In bona, fide drilling or reworking operations thereon, this leaso rrt.itl remain fn full force and effect 
sowne as such operation's are diligently prosecuted nnd, if they result in the producti™ of oil or p.as. so loui; 
thereafter as ell and ens in paylm? quantities or cither of ihrm h preduwd from said, land; prov|d«l, however, 

Ive any macWneryor fixtures placed onAi) pramls <9, nor draw tho casing 
l payments and obligations duo tha lessor̂ Hder tho erma ot thla agreement 

• such operations extending beyond.the secondary term shall be approved by the lessor 1 pen written application 
filed withthelessoc on qr before-tho eitplntlioa of said term, and a report of the statu- of allot such opcca,« 
tionsshsttbamadabythalewwipthefesse 

- consecutive days shall bp considered-as an abandonment of such operations and thereupon tho provisions h«rc« 
' of shall be of no. further force or effect, 

IN WITNESS WHEREOF, the party of the first part has hereunto signed nnd caus« d Its name to be signed 
by its Commissioner vf IPuMIe f*m>s thereunto duty nuthoriwd, with thecal ot his >ttlcc affixed, and iho 
Jlfisco has signed this agreement tho day and year Wst above wr , U vflg^T E. 0 F ^j^tco 

tiy.,.*rr. ,;.,i,„„^,...,....i^„^„„r.::, .-.•.yx„t;,w.-,-._:.„,„v.„„tr..w—, 
, ,r., , ; . V. - : • tOMMI5SIONER?ViF PUBl W MNDS, t̂ osser, 

, 
: ... , , • , • < / Lessee, ^ (SKAM 

' ' .0|Etrlbuiklht?.Jho. u,.,.M^ Mroi.,.day of Re.Bs«fep.R-,; „•; ,.,., „„., w.W,.... 

, •.»-.. .;. /• \ ' • ,. .... . • 
(fKIWONAl. AtKNPtVf.tDOMKNf) , • 

," ' > r 
, STATU Q V ^ S M L M X X W . ..-I 
- couww o?:i,.,ft.*sam.J*....: ..• | 

On this th».,-mJ*J.f»S day. pf...»,.,.,R».Sr\B.Sl?SS..... ,• • W...!t.9, per̂ pn̂ Iy appeared1 before mo 
tlflM t̂o-vwiiba'.. , ; , •'• , •• 

to ma Known to be the peRa>n.,.nn who Mceuicd the foregoing instrument a.< l<osr«e, an' nctsnowh'il.jed that. ,,,, 
,..,';,„.,.ho.,.̂ ..„„P*«euted the samp ns.„„„.iJis.. ftro act and deed, ' 

In WITNESS WHEttKOFl I have hereunto set my hind aiid affl'fd my nff̂ JM n il the day ;iml ycur In 
this m-Ufleatp above wrl««Bn. . I t f W * * . • 
My cwnmtsslw Baplrcsi l V { { . . ^ t f „ , t , f % , i n ' 9 Notary I'ubiic. -

(ACKNOtVTKUOMPNT IlV ATTOttNKV IN f.»rri 

bl'AltS PV".". • 1,1.,..,,....,.., ) ^ s ) 

1 COUNTS. OP,,I,,I,I„.",' ..r,„i,«...»»: ••••;*7.':*1 ' 
On this the,..-.-.., w.',4ay ot..-„ , :.«, • »•...«. , W--. 1 personally appeared 

before mo. „„„m„.„..,,,...i.f„••,.,>,m.,,, ;„.„,i,„,.<..„.ii„,-„ ,—„.... .-• „.„.,.iV, • •-••.•••»-» ,,—,M,H,„„,.. , 
to me known te be thn pctBon,,,,,,.. whi> nweuted the foreiiolnn in»irument In hvlttdt uf,. ,..,„'. , ;..;.„•., 
ond acknowledged Ujat',!-,,-,»..he„.,.,. executed the same as the free; net and deed of salt .,..,..„., . 
H„n , i , i „ i , l > ,V t t , " , vm i t J ! t> ,> t „ , i , " n t ,> , t i , i 'm> -n - i ,M „ t , , t , « i t , ' , ' t t , i o . t , • . . , , „ . . . . , . „ » . , , „ „ » ' t , , . . „ 

: • „ „ . ; , • . „ „ • „ • . . „ „ • . • • , •>„•.• • 

' In WITWfsi WKEREQFt t have hereunto set my hand owl affixed my official se d tho day ami year In 
this certllleatp above wrlĤ n, 

My Commission Espircsi Nntary Publle, 

" tCOHVOHAXK:'ACKNOW|.KUO)tl-:Nt' ON IIAt hl 
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LEASE NO .&T.6714 ^ - • APPUOl l l 

OIL AND GAS LEASE' 
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THIS AGREEMENT, dated this the lOth .day of.....!^.9.?.S]t»£ , A. D. 19...52. made and 
entered Into by and between the STATE OF NEW MEXICO, acting by and through the undersigned, Its Com-
mlssloner of Public Lands, thereunto duly authorized, party of the first part and hereinafter called the "Less­
or," and .?MWO.;BBWgefM^ f ? ^ k ^ r ^ ^ ^ ^ 

bd&JHSL§i£^^ 3.1L°d 
party ot the second part, hereinafter called the "Lessee," whether one or more, 

WITNESSETH: 
WHEREAS, the said lessee has filed In the office of the Commissioner of Public Lands an application for 

an oil and gas lease covering the lands hereinafter described and has tendered therewith the required f irs t 
payment being not less than Ihe amount required by law and by the rules and regulations of the New Mexico 
State Land Office: and 

WHEREAS, all of the requirements of law relative to saJd application and tender have been duly compiled 
with and said application has been approved and allowed by the Commissioner of Public Lands: 

THEREFORE, for and In consideration of the premises as well as the sum ofT.l^!^..THQlJSuV]!ro...TW3... 

J W M ^ ^ _ ( $ 2 , 2 8 6 i 7 0 } Dollars, the 

same being the amount of the tender above mentioned, paid In cash, and evidenced by official receipt No....ftr26596 

and of the further sum of $....5«D0.... filing fee, and of the covenants and agreements hereinafter contained 
on the part of the lesse to be paid, kept and performed, the said lessor has granted and demised, leased and let 
nnd by these presents does grant, demise, lease and let unto the said lessee, exclusively, for the sole and only pur­
pose of exploration, development and production of oil and/or gas thereon and therefrom with the right to own 
all oil 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, stations, 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 said lnnd, for oil and gas, with right for such purposes to the free 
use of oil, gas, casing-head gas, or water from said lands, but not from lessor's water wells, and with the 
right of removing either 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 following described land situate In the Count....X.. 
and more particularly described as follows: 

.of....3ftn...vfWWJl State of New Mexico, 

C. 3 . 

C. 3 . 

C. S. 

C 3. 
C. S. 

C. 3 . 

32_ 

36 

36 
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29N 

3 ON 
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30H 

30N 
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80.00 

40.00 

86.16 

3 5 . 4 1 

4 0 . 0 0 

4 7 . 1 0 

3 2 8 . 6 7 
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said lands having been awarded to lessee and designated ss tract No...Qrr8. at a public sale held by the 
Commissioner ot Public Lands on i?.Weimb6r.,lQth , 19 .52 (To be filled in only where lands are 
offered at public sale.) 

TO HAVE AND TO HOLD said land, nnd all the rights and privileges grnntcd hereunder, to ond unto Ihe 
lessee for a primary term of five (5) years from the date hereof, and as long thereafter as oil and gas In pay­
ing quantities, or either ot them, Is produced from said land by the lessee, subject to all the terms and condi­
tions as hereinafter set forth. 

In consideration of the premises the parlies covenant and agree ns follows: 
1. Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as 

royalty one-eight part of the olt produced and saved trom the leased premises or the cash value thereof, at the 
option of the lessor, such value to be the price prevailing the day oil Is run Into a pipe line, if the oil be run 
Into a pipe line, or Into storage tanks. If thc oil be stored. ; 

2. Sub.iect to thc free use without royalty, as hereinbefore provided, the lessee shall pay the lessor as 
royalty one-eighth ol the cash value of gas. Including casinghead gas, produced and saved from the leased 
premises and marketed or utilized, such value to be equal to the greater of the following amounts: 

(a) the net proceeds derived from sale of such gas In llie field, or 
(b) five cents ($.05) per thousand cubic feel (m.c.f.), the volume of gas for such purposes to b: 

computed on a pressure basis of 10 ounces above an assumed atmospheric pressure ot 14.4 pounds per 
square Inch, or 15.025 pounds per square Inch absolute, at 60° Fahrenheit, and pursuant to appropriate 
regulations of the Commissioner of Public Lands which mav provide, among other things, for a flowing 
temperature of G0° Fahrenheit to he assumed and applied In volume computation In all cases where a 
recording thermometer Is not applied by the lessee In gas measurement, and for specific Rravlty tests al 
the lessee's expense at Intervals not greater than one year In all cases where a recording gravltometer Is 
not employed by the lessee In gas measurement: 

Provided, however, the cash value for royalty purposes of carbon dioxide gas and of hydrocarbon gas deliver­
ed to a gasoline plant for extraction of liquid hydrocarbons shall be equal to thc net proreeds derived from 
the sale of such gas. Including any liquid hydrocarbons recovered therefrom. 

Notwithstanding the foregoing provisions, the lessor acting by Its Commissioner of Public Lands, m-i:.: 
require the payment of royalty for all or any part of the gas produced and saved under this lease and mark­
eted or utilized tat a price per m.e.f. equal to the maximum price being paid for gas of like klqd nnd qualttT" 
and under like conditions In ihe same field or nreB or may reduce tho royalty vnlue of any such pas (to any 
amount not,less, than the net proceeds, of sale thereof In thc field) the Commissioner of Public Lands shall 
determine such action to be necessary to the successful operation of the lands for oil or gas purposes or to 
encouragement of the greatest ultimate recovery of oil or gas or to the promotion of conservntlon of oil or 
gas. i • .. 

3. Lessee agrees to make full settlement on the 20th day of rnch nmiith for nil rovnlllesduc the lessor 
for the preceding month, under this lease, nnd to permit thc lessor or Its nRents, nt all rensonnhtn hotlis. to ex­
amine lessee's books relating to the production and disposition of oil nnd gas produced. l-cssce further ngrcc<: 
to submit to lessor annually upon forms furnished by lessor, verified reports showing lessee's, operations for 
the preceding year. 

4. It Is expressly agreed that the consideration hereinbefore specified is a good, valid and substantial 
consideration and sufficient In all respects to support each and every covenant herein. Including specifically 
the option granted thS lessee tb preveht thc termination of this lease from year to yeaf* by- the '.'payment . qr , 
tender of the further rental hereinafter provided for. 

Art annual rental, at the rate of 25£ per acre shall lie'ori.,. due and payable to the lessor by the 
lessee, or by any transteree or assignee of the same, or any part hereof, where such:transferee or assignee 
has been recognized, and such transfer or assignment approved by the lessor as hereinafter, provided, upon 
each acre of the land described and then claimed by such lessee, transferee oc asslgnfee hereunder.' and the 
same shall lie due and payable In advance to the lessor on the successive anniversary dates of this lease, but 
the annual rental on any assignment shall In no event be less than Six Dollars ($6.00). ' , 

In event the lessee shall elect to surrender anv or all of said acreage, lie shall deliver to the Commis­
sioner a duly executed release thereof and In event said lease has been reorded, lhan he shall upon request 
furnish snd deliver to said Commissioner a certified copy of a duly recorded release.: - ' 

5. The lessee may at any time by paying to the State of New Mexico, actlnn bv Its , Commissioner of 
Public Lands, or other authorized officer, all amounts then due as provided herein and the further sum of Ten 
Dollars ($10.00), surrender and cancel this lease Insofar as the aame covers all or any portion of the lands here­
in leased and bo relieved from further obligations or liability hereunder, ln the manner as hereinbefore provid­
ed. Provided, this surrender clause and the option herein reserved to the lessee shall cease and become absolute­
ly Inoperative Immediately and currently with the Institution of any suit tn any court of law or equity by the 
lessee, lessor or any assignee, to enforce Ihis lease, or any of Its terms express or implied. 

6. AH payments due hereunder shall be made on or before the day such payment Is due, in cash or by 
certified exchange at the Office of the Commissioner of Public Lands tn Santa Fe, New Mexico. 

7. The lessee with the consent of the lessor, shall have Ihe right to assign this lease In whole or In part. 
Provided, however, that no assignment of anv undivided Interest In the lense or any part thereof nor any as­
signment of loss than n legal subdivision shall be recognized or approved hy the lessor. Upon approval In writ­
ing by the lessor of. an assignment, the assignor shall stand relieved from all obligations to the lessor with re­
spect to the lands embraced In the assignment and the lessor shall likewise be rcllfeved from all obligations to 
the assignor as to such tracts, and the asslgne shall succeed to all of the rights and privileges of the assignor 
with respect to such tracts and shall be held to have assumed nil of the duties and obligations of the assignor 
to the lessor as to such tracts. 

8. Lessee agrees with reasonable diligence to offset all paying oil or gas wells drilled, within 300 feet of 
any of the land covered by this lease and retained hereunder. 

9. The lessee agrees to notify the lessor of the location of each well before commencing drilling thereon, 
to keep a complete and accurate log of each well drilled and to furnish a copy thereof, verified by some person 
having actuat knowledge 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 the lessor. If any lands embraced in this lease shnll 
be Included In any deed or contract of purchase outstanding and subsisting Issued pursuant to nny snle made of 
the surface of such lands prior to the date of this lease, It Is agreed and understood that no drilling operations 
shall be commenced on any such binds so sold unless and until the lessee or his assignee shall have filed a good 
and sufficient bond with the lessor as required by law, to secure the payment for such damage to the livestock, 
range, water, crops or tangible Improvements on sur}» lands as may be suffered by Ihe purchaser holding such 
deed or contract of purchase, or his successors, by reason of the developments, use and occupation of auch 
lands by such lessee. Provided, however, that no such bond shall be required If BUCII purchaser shall waive the 
right to require such bond to be given In the manner provided by law. 

10. In drilling wells all water-bearing strata shall be noted In the log, and Ihe 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 maintain said well or wells for water. For such casing so left In wells 
the lessor shall pay to the lessee the reasonable value thereof. 

- - • « « ™ jjhall be liable and agrees to pay for all damages to the range, livestock, growing crops or 1m-
• — -rntions on said lands. When requestr "•• the lessor, the lessee shall bury 



— A.I= lessee snail no -we any machinery or fixtures placed. 'd premises, nor draw the casing 
from any-well unless and unl.. * lyments and obllga lions due the les£_ ?r the terms of thla agreement 
shall have been paid or satlsfled>rrie lessee's right to remove the casing w»ab jec t to the provision of para­
graph 10 above. 

13. Upon failure or default of the lessee or any assignee to comply with any of the provisions or coven­
ants hereof, the lessor Is hereby authorized to cancel this lease and such cancellation shall extent to and In­
clude all rights hereunder as to the whole of the tract so claimed, or possessed by the lessee or assignee so 
defaulting, but shall not extend to, nor affect the rights of any other lessee or assignee claiming any portion 
of the lands upon which no default has been made; provided, however, that before any Buch cancellation shall 
be made, the lessor shall mall to the lessee, or assignee so defaulting, by registered mall, addressed to the 
postoffIce address of such lessee or assignee as shown by the records of the State Land Office, a notice ot 
Intention of cancellation specifying the default for which cancellation Is to be made, and If within 80 days 
from the date of mailing said notice the said lesseee or assignee shall remedy the default specified ln said 
notice, cancellation shall not be made. 

14. Al l the terms of this agreement shall extend to and bind thc heirs, executors, administrators, suc­
cessors and assigns of the parties hereto. 

15. I f the lessee shall have failed to make discovery of oil and/or gas In paying qualntltles during the 
primary term hereof- the lessee may continue this lease In ful l force and effect for an additional term of five 
(5) years and as long thereafter as oil and gas In paying quantities, or either of them Is produced from the 
leased premises, by paying each year In advance, as herein provided, double the rental provided herein 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 It be greater than double the 
rental provided for the primary term. 

Hy. I f the lessee shall have maintained this lease In accordance with the provisions hereof and If at the 
expiration of the secondary term provided herein oil or gas Is not being produced on said land but lessee Is 
then engaged In bona fide drilling or reworking operations thereon, this leaae shall remain In fu l l force and 
effect so long as such operations are diligently prosecuted and, If they result ln the production of oil or gaa, 
so long thereafter as oil and gas In paying quantities or either of them is produced from aaid 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 before the expiration of said term, and a report of the status of all of 
such operations shall be made by the lessee to the lessor every 30 days and a cessation of such operations for 
more than 20 consecutive days shall be considered as an abandonment of such operations and thereupon the 
provisions hereof shall be of no further force or effect. 

IN WITNESS WHEREOF, the party of the first part has hereunto signed and caused 1U name to be Blgned 
by Its Commissioner of Public Lands thereunto duly authorized, with U K seal of his office"*affixed, and the 
lessee has signed this agreement the day and year first above wrltterT / < \ D I V ? 

- " T E OF,N£W«TOEXICO..;. 

COMMlSSlONEJt/OF. P U j ^ I t j AifjjNDS; 

PUBOO DByjianjifrT,:,ifraij'lA'P.*\\ 
• • • ^ ^ ^ L T '-fy 4 j V | . f . A : . ^ - , . i . / . ^ . . . - . . ^ w . . . 

i o n , „ , P r e s i a « n t ; o r - ^ > ' 
Distributed this the *ZS° day of JtaOStther. -'^ r;.V..-,.1....V,^-l9-.:..52.. 

" ' ' ^ • ' V f / l l l ^ 1 ' ' 
(PERSONAL ACKNOWLEDGEMENT) ' . 

STATE OF ) 

COUNTY OF ) 8 8 : 

On this the day of • 19 personally appeared before me 

to me knowH ,to. be the person who executed the foregoing Instrument as Lessee, and acknowledged that 

; he ...:.executed the same as free act and deed. 

IN WITNESS WIIEREOF; 1 have hereunto set my hand and affixed my official seal the day and year In 
tills certificate above Written. 

M*y'Commission Expires: Notary Public. 

(ACKNOWLEDGMENT BV ATTORNEY IN FACT) ,. 

STATE OF...,.-....''. n 

COUNTY OF :.. ; 

On this the day of 19 personally appoered 

before me ; '. i . . . , . . . . . ' : :...„„....'.„„,', ;I,I;.,1 .... 

10 llie known to be the person who executed the foregoing Instrument In behalf of 

and acknowledged that he executed the same as the free act and deed of said.... 

I : I -i ' > 
as: 

I N WITNESS WHEREOF; I have hereunto set my hand and affixed my official seal the day and year In 
this certificate above written. 

My Commission Expires: Notary Public. 

' ' (CORPORATE ACKNOWLEDGMENT ON BACK) 
i i . », , . . . . . . • . . . . . . . 



(ACKNOWLEDGMENT BY CORPORATION) 

STATE OF 

COUNTY OF. 

a. I SB: 

personally apppenred On thla the..._/TZ day of.... Ac. .<&*r^..&*?S... 19 

. ^ i ^ . . . . . 
m, who being by me duly sworn did say that he (B \hed£c^.'....^rfijL*it£^t*A*^....ot 

..... _ j(^aJb^... . .s£^^ <RzD..Q...... -
and that the seal affixed to the foregoing instrument Is tne corporate seal of said corporation, and that said 
Instrument was signed and sealed In behalf of said corporation by authority of Its board of directors, and Bald 

.'. d^*f^i*3St?^Jfkf. ' . l : 
acknowledges said Instrument to be the free act and deed of said corporation. 

' fN'Wrrk'E^,WlljEREOF; I have hereunto set my hand-and affixed my official seal the day and year In 
th^tlfleate a^. writ*, . . . C Z Z U , J L ^ . J 2 t 3 S ^ A ^ 
la^TOrtmlmlon Expires: • • • Notary Public. 

l^ ik± lvLi&tUl l t \T-^ ,~ 1 9 S 8 

to me personally known. 

CP ^ , 
- • -"O -t> 
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•S-fcfcASE Na.:.;..-S'r35.55..;;;-..... 

OIL AND GAS LEASE 
NO' 

Tins^AGnBEMENT, dated tills the.. J.£.$........day ot LZXL...; A. V. 19.19... made and 
entered Into by and between the STATE OF NEW MEXICO, acting by and through the undersigned, Its Com­
missioner of Public Lands, thereunto duly authorized, party ot the first part nnd hereinafter called the "Less-
orV' nnd .; „ ; J M k . . M ; i & '. • 

L ^ . . ! ? . * . ^ 
parly of the second part, hereinafter called the "Lessee." whethrr mm or inniv, 

j WITNESSETH: 
WHEREAS, the said lessee lias filed In the office ot the Commissioner nt Public Lauds an application fur 

on oil and gas lease covering the lands hereinafter described tnid has tendered therewith the required first pay­
ment being not less than tho amount required by law and by tho rules nnd regulations of tho Now Mexico State 

, Land Office; and 
WHEREAS, nil ot the requirements ot law relative to said application and tender have been duly compiled 

. Wtth and said application has been approved and allowed by the Commissioner ot Public Lands! 

. THEREFORE, for and In consideration of tho premises as well ns the sum ot 
. . . . . S M J M ! ^ ^ . . . ^ ! ^ . . . ($...1£.9...QP. ) Dollars, iho . 

same being the amount of the tender above mentioned, paid In cash, nnd evidenced by official receipt N<£~?9?42 
nnd ot tho further sum of S hf?.2. filing fee, nnd of the covenants mid agreements hereinafter Contained 
on tho part ot the lessee to bo paid, kept and performed, tim said lessor has. granted and demised, leased and let, 
and by these presents docs grant, demise, lease and let unio the sold leasee, exclusively, tor tho solo and Only pur­
pose ot exploration, development and production of oil and/or ens thcrcuii and therefrom with the right ta own 
all oil and gas so produced and saved therefrom and not reserved av, royalty by thc lessor under the term ot this' 
lease, together with rights ot way, oasemenls and servitudes for pipe lines, telephone nnd telegraph lines, tanks, 
power houses, stations, gasoline plants, ond fixtures.tor producing, treating and caring for such products, nnd 
housing ond hoarding employees, nnd uivy and all rlghtH nnd privileges necessary, Incident to or convenient tor 

. tho economical operutlon of said land, for oil and gas, with right fur sueh purposes to tho free use of oil, gas, 
easlng-hcatl gas, or water from said lands, but not from lessor's water wells, nnd with thc right ot removing either i 

. during or after tho term hereof, all and any improvements placed nr erected on the premises by the lessee, In­
cluding tho fight to pull nil casing, subject, however, tu llie cundltliins hereinafter set mil, lire following tlcscrlh-

: • dr! land slluate in tho Count...5L'..'..tit '!;." I...';.!?.?.!? Slate nt New Mexico, nnd tnnio 
particularly described as follows: 

ClU.tl.MN I 

StllltllVlSION 
" foi.ViiN if" | cmi?MN~j~~]"~c6t.vwiri" 

I 

;>3K 

c u . 25:: 

c s . 261' .IT./ 

o.y. *- 16 * j 
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40.00 
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/.'.i.oo • 

r...<\Q.aa . 

..._:.40.U0_. 

... VJ.UO . 
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4* 
"said lands having been awarded to lessee'ond designated as tract No..;..: nt a nubile sulo held by the 
Commissioner of Public Lands on lu.- IT° J» IMM »» , l m j 9 a v 0 

°"^TO HAVE AND TO HOLD said laud, and nil the rights and privileges grated hereunder, to and unto the 
lessee for a primary term ot five <3) years from the date hereof, am ns lung thereafter ny oil ni d.gas In I . y-
lng nuamitlcs, or cither ot them, Is produced from said laud by the lessee, subject to nil Iho terms nnd contll-
lions as hereinafter set forth. 

In consideration of tho premises the parties covenant and agree ns follows: 
1. Subject to the free use without royalty, as hereinbefore provided, tho lessee sh ill< pay thtlessor us 

royalty oncclghth part of tho oil produced and saved front Ihe cased jacnil.es or Ihe ci s vu uo ̂ urcuf ,̂ nt I u. 
option of tho.tossor, such Value to be tho price prevailing thc day oil Is run Into a pipe line, II tho oil be run in­
to a Ulna line, cr Into storage tanks, It the oil be clonal. . . , . !„....„-

2. subject to the free Uso without royalty, as hereinbefore provided, the lessee shallf pay the les^r nA 
royalty onwlglith of the cash value ol gas. Including casinghead gas, produced andsaved from the leased pre-
miscs end marketed or Utilized, such value to be omul to Ihe greater nf tho following amounts: 

(a) 'the net proceeds derived from sale of such gas In llie Hold, ov ,.„„„.„«I.,I,„,.„,,.. 
<b) five cents (5.03) per thousand cubic feet (nu-.f.), Iho volume of gas for sud pu l'« f (

t 0 U L < ; " 1 

puled on a pressure basis of 10 olmces above tin assumed atmospheric pressure ot !• .1 pounds per^stiuja 

P r o v k l e K w of carbon Uloxldu BUS und o* >>»^">F"rH"ri.^ ?™« ftl 
to n gasoline plunt for extraction ot liquid hydrocarbons shall be equal to the net proceeds derived from tin. 
sale of such gas, Including any liquid hydrocarhuns recovered therefrom. 

Notwithstanding the foregoing provisions, the lessen- acting by lis Commissioner ot Publie L, ™ 
quire tho payment of royally for nil ur any part of the gas produced mid saved under 
or utilized at a.prlce per m.c.f. equal to the maximum price being paid tor gas of like hiid nnd t nllty n 1 in 
tier like conditions In tho same Held or area or may reduce the royally value nf any such gas (to f W 
not less lhan tho net proceeds ot sale thcrcot In the field) If the Commissioner ot l'ublls Lamb : d a N * « » 
Mich action to be necessary to tho successful uper.Hlimot the lands fin- oil ur gas purposes or to encouragement 
nt the greatest ultimate recovery of oil ur gas or lo the promotion ot conservation of nil ur i*«; , , 

3. Lessee ogrees to make full settlement on tho2l)th day ul cadi month tut- nil royal MM duo w LSSOI 
for the preceding month, under this leaso, and to parinlt HID lessor or Its agents, at nil 
amine tessoe's books relating to the production nnd disposition ot oil und gas produced. Less ce fur1 tor ngICLSW 
submit to lessor annually upon forms turhlshed by lessor, verified reports showing lesees operations lor tno 

preceding year. ^ ,ho consideration hereinbefore specified Is a J ^ J ^ n a ^ ^ ! 1 ^ . 
consideration anrl sufficient In all respects to support each nnd every covenant herein, " " S ' ^ K 
option granted the lessee lo prevent lh3 termination of this lease from y.-nr In year, hy the payment ur tenner 
of tho further rental hereinafter provided for. 

the nnnuai rental on any assignment snaii m w> evem ui: JVSJ uw , r.T . r , , „ ,|.L, commissioner 
In event tho lessee shall elect to surrender nny ur nil uf wild iicrciige, ho shall del Ivorto ^ " { " ' / ^ 

rt duly executed release lliercot nnd in event said lease has been recorded, then lie shall uputi request mimsii 
and deliver to said Commissioner a certified copy ut n duly recorded release.. commissioner tit 
. . 5 , The lessee may at any time by paying to J » S t a ^ 

leased Mia ho relieved irom iurtner ouiignuimB or nuumiy ueiL»»u^, .„ , „.:".„„ nusolulcly 
Provided, this surrender clause nnd the option herein reserved to the Icsst* shall cense m d " » n » s 

Inoperative immediately nnd concurrently with the Institution of .my suit In nny court nt hw or equity by me 
lessee, lessor or any assignee, to enforce this lease, or tiny of Its leim:t express w Impllo.. 

0. All payment due hereunder shall b,: made on or before tho day suel pay mentIs he, In uisii or uj 

us wivn iciiuunuuiu umgiaivu iu mix , un !.,>•=> > 

id atelllalu log bt each Well drilled and lo furnish h copy t h W . vPV' I PA i ri\utTThc.EI 
•rtgo of the fn&.. to Uic lessor upon the completion of uny well, n »» to fun Isll AhC IOC 1)1 

0. All payments) due hereunder shall bi! made oil or before llie tiay :;uei|pay neniis «»>••, >•> <•»•- -
certified exchunge at tho Office ot tho Commissioner nt Public t.umln In tsnnlii l o, few co. 

7. The lessee with the consent ot tho lessor, shall have the right tu assign this lei so t vhole or in pan. 
Provided, however, that no assignment ot any undivided Interest In tho Icasai •ur any pn 1^' " nor uny ns 
slgnment ot less than n legnl subdivision shall bo recognised or approved by the lessor. \ * ™ f \ ™ ^ v \ ' . 
Ing by the lessor ot an assignment, tho assignor shall slnml relieved from niltlillRatlmis o the tcsrow " l i t 
spect to tho lands embraced lit the assignment find Ihu lessor shall likewise bu relieved nm nil uh g. Ito w w 
the aaulgnor as to such tincU, und the assignee sliall suceeed to nit pt the rlghls und prlvll •uc.s o # . W g . 
with respect to auch tracts and shall bo held to have nssinned nil ot Iho duties; und obligation* ot tim nr. .ii.nnr 

' tu tlie lessor an to suiil trnctH. _ . , , „, , ni.i-'inii r„„l „t 
«. Ussec nurccs Willi tcftsunuUtL' diligence lu otfsef'tiU payltm till uv ims wcll.-i ilillled, wilhin JUU net nt 

nny ot tho land covered by this lease nnd nunlm-il Iwievuider. ,„„„„„„,,.ii,,, deilllnn llieienn. 
o. Tho »e.i«n> n;:ree;i to notify the lessor ot tin? liivallmi ut r;nhWtll before CWWlWcncUtR tttUltllif.tiieituii, 

to Ill/en u coinjilole and atelllalu log ot taell well drilled and to furnish h «n»y , 1 f r ' i ' ^ J . ' ^ 1 ^ . ^ i ? X ioc u 
Imvlng ncluat l<nowle.t,;o ot the fncl:.. to Ihe.lessor npnti Iho.completion ot uny well, nnd to furl 1s t AllC WC 01 
uny unllnlslicd well nt any timo when rcitucstetl to do sn hy Iho lessor. It any lands embraced ln » » w » 
ho Included In any deed ur contract ot purchase outstanding and rub-dsllng Issued pursuant to . y s-dê mat\ci ol 
the surface ot such lauds prior to Ihe date ot this lehtat.lt Is agieed tunl tuuterslonil that nu ttr III ng npera ions 
shall he cnmmehewl on any t.u.h l.in.ts so sold unless und until tin: lesse.: or IIIH assignee shall lm\eIIK}« I . 
nnd suflli lcnt bond with the lessor ns rctmlral hy law, tu senne Urn payment tur such dtitnago to llie livestua . 
range, water, crops'hr tangible linprovcincnls on suelt lands as may he sulfcrcd by «>« l " " " 1 ' " ^ ' 
.le.il or contract of pur.l.as.', or Ills successors, by reason of the'developments, use. tu d .occupation o f u t 
lauds hy such lessee. Provided, however, that no such bund shall liiMcqiilrcd If such purchaser shall waive live 
light ttl itijulre such bund tn be given hi tho maum-i- provided by law. iim rlr-ht lu 

til. In drilling wells all waler-hearlng nlraln shall ho noted lit the log, and he essnr reserves Ihe righi t 
rmitilR. Hint all or any pari of the casing shall he left In any uou-pruducllvu welt when lessor deei is It itr t c 
Inlficst ot the State ot New Mexico to muliili-.in said well or wells fur water, l ov such casing so leu in wins 
the lessor shall pay to the lessee Die reasonable value then 'of. , . . , „ „ „ „ , . i„, 

i l . Lessee shall be liable unil agrees tn pay tor all d.-iinugrs to the rnmte, llvestoek, grow ni! troi s. in im 
pluveiiieiils caused by l.weo'« j^r.itloils on said lands. When.icipirstcd b^the lessor, the lesste shall uuiy 
liipc-llues below plow tli'[itll. 



/ / / 

12. The lessee shall not r r A o nny machinery or fixtures plnccd on promlso.% nor draw tlio cnslnr}' 
rrom any well unless and until SPfoyhtcnts ond obligations due tho lessoriTOer the terms ot tilts agreement . 

. V * m p a , d w satisfied. Tim lessee's right to remove llie casing Is subject to the provision of para-
graph 10 above. • 
t. ^ P 0 " ' 0 ' * " ^ 0 ^ 0 ^ ^ 1 0 * ,r»clcssceornnynsslcnco tocoinply the provisions or covenants 

, t V K e i o r 3 h c r e ° y authorized to cancel this lease and such cancellation shall extend to and Include nil 
rights hereunder ns to the whole of the tract EO claimed, or possessed by the lessee or assignee so defaulting, 
but shall not extend to, nor affect the rights of nny other lessee or assignee claiming nny porllon ot thc lands 
upon which no default has been made; provided, however, that before any such cancellation shall be made, tho 

1 . p J! , m n U t 0 "J 6 , e s s c c ' . o r assignee so defaulting, by registered mall, nddresscd to the postofflec address 
SliSIE t ^ ofosflenco as shown by the records ot the State Land Office, a notice ot Intenttlon of cancellation 
specifying ^default for which cancellation Is to be made, and If within 30 days from the date ot mailing said 
notice tho said lessee or assignee shall remedy the default specified In said notice, cancellation shall not be made, 

14. All the termsi of this agreement shall extend to and bind the heirs, executors, administrators, sue-
ccssors nnd assigns of thc parties hereto. 

J } i h c , c , s s «! s h a 1 1 have faUcd to make discovery ot oil nnd/or gas In paying quantities during the prl-
mary tcrtn hereof, the lessee may continue this tease In full force and effect for an uddltlonol term of five (5) 
.years and as long thereafter ns oil and gas In poylng quantities, or cither ot them Is produced from the leased 

provided tor tho primary term. * " " " " " 
10. It tho lessee shall have maintained this lease In accordance with tho provisions hereof and It at tho 

expiration of tho secondary term provided herein oil or gas Is not being produced on said land but lessee Is then 
engaged In bona fide drilling or reworking operations thereon, this lease shall reniuln In full force and effect 
RO long os such operations urc diligently prosecuted nnd, If they result In the production of oil or rat. so lone 
thereafter as oil and gas In paying quuntltlcs or cither ot litem Is produced from snld land; provided, iiowcvcr 
such operations extending beyond the secondary term shall be approved by the lessor upon written oppllcatlon 
filed with the lessor on or before the expiration ot snld term, and a report of the status of nil ot such oncra-
tluns sliall be made by the lessee to thc lessor every 30 days and a cessation of such operations for more than 20 
consecutive days shall be considered ns nn abandonment ot such operaiions and thereupon the provisions here-
ot shall be ot.no further force or elfect. 

IN WITNESS WHEItEOP, the party ot the first part lias hereunto signed and caused Its name to bo sinned 
by Its Commissioner ot Public Lands thereunto duly authorized, with the seal of his office affixed, and the 
lessee hns signed this agreement the day nnd year first nbovo written/ • 

^ ^ T A T I l O j r N^W MEXICO/> 

fAlO^^;::. 
fPf-.M./^av^^i^. 

' Lessee. I I (SEAL) 
distributed this tho 1.5.$. ,,iay 0 f Juno , 19 50 

. (I'WtsiiNAf. .vntNotvu:liinii:.Yi') 

STATE ov...A*^k..*tr^y. ; . )_ ' 
COUNT* OF. ^ . ^ y y ^ J U ^ ^ ^ . j s * ! 

0 n l n l s H'e /.^fr..M.day o f . . . . . . A ! . A A ^ V 4 _ , ioS. o, personally nppearcd before me 
:!^L>J .̂,...ax^u^ .̂ ; 

In mc known lo be the person »_wliri executed the fowi'ru.lvWrimiw,«'ik'«t»"<''—' 

34 
(P12RS0NAL ACKlJOVfTjEDGTi'liKT) 

STATE OF TENllESSKE 

COUNT* OF SHELDX 

On this the . day of 

before mo 

1950, personally appeared 

;o tne know to bo tho pu-son 

who executed tho forccoinrf ins'tnunutit as toniico, nnd acknowledged that he 

executed tho same ns free net and ducd. 

INWITNESS THEnEOfFt 1 have hereunto set my hand and a f f ixed lay 

offic-Sal Beal tho day nnd year i n thia ce r t i f i ca te above t r r i t t en . 

ttotary Public 
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United States Department of the Interior 
BUREAU OF LAND MANAGEMENT 

Farmington Field Office 
1235 La Plat* Highway, Sute A 
Farmington, New Mexico 87401 

KS!W,Y«!WtTO: 

NM NM 99144 ((Coal, OC) 
NM NM 99003 (O & Q, OC) 
3100/3400 (07100) 

September 20,2001 

CERTTFTED-RETURN RECEIPT REQUESTED 
71064575 12922684 0142 

Mr. Lynn Woomcr 
BHP Billiton 
San Juan Coal 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 hy valid existing oil and gas leases 
listed below. 

Richardson Operating Company Sees. 30 and 31, T. 30 R, R 14 W., Saa Juan County 

Dugan Production Corporation Sec. 24, T. 30 N., R. 15 W., and 
Sees. 17,18 and 19, T. 30 N., R 14 W., San 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 mentioned: 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) thc increased risk of spontaneous combustion occasioned by hydraulic 
jracturing. 

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 ventilation plan for the mine. 

After reviewing the safety issues io detail, it is difficult to quantify the risks associated with degassing of the 
basal coal seam of the Fruitland Coal horizon by conventional drilling and completion techniques utilized by the 
oil and gas operators. There are many publications which attempt to address the safety concerns raised by BHP-
Bilh'ton with conflicting opinions as to severity and magnirude. The BLM acknowledges the concern for the 
health and safety of the underground mining workforce and believes that the safety issues should be addressed 
by the mine safety plan developed by BHP-Billiton. 
Your proposed conditions 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 tha leases uneconomic to 
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develop. This would constitute an unfair burden on 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. IS 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 responsibility of BLM, to clear the coal 
tract of any legal encumbrances or pre-existing land uses that would impede or prevent coal 
ruining 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 Sees. 30 
and31,T.31 N., R. 14 W. are approved- There are several steel-cased well bores already existing on thc coal 
leases with the potential for several more in tha foreseeable 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 settlement 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-businesa days of the date this notice was received or 
considered to have been received. Such request shall not result in a suspension of the action unless the reviewing 
official so determines. Procedures governing appeals from instructions, orders or decisions are contained in 43 
CFR 3165.4 and 43 CFR 4.400 et seq. 

l i you have any questions regarding the above, please contact Dave Mankiewicz at (505) 599-6387. 

Sincerely, 

Steve Henke 
Acting Field Manager 

cc: 
(7106 4575 1292 2684 0159) 
Richardson Operating Company 
1700 Lincoln, Suite 1700 
Denver, 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 


