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August 26, 2002 

Hand Delivery 

Ms. Lori Wrotenbery,Chairman 
Ms. Jamie Bailey, Member £3 
Dr. Robert Lee, Member 
Oil Conservation Commission ; p , 
1220 South Saint Francis Drive cr 
Santa Fe, New Mexico 87505 : 

Re: Motion to Dismiss Protest of San Juan Coal Company 
NMOCD Case: 12734 (De Novo) 
Application of Richardson Operating Company 
to establish a Special "Infill Well" Area within 
the Basin-Fruitland Coal Gas Pool as provided in 
Rule of the special rule for this pool, 
San Juan County, New Mexico 

Dear Members of the Commission: 

On behalf of Richardson Operating Company please find enclosed our reference 
motion to dismiss San Juan Coal Company's protest. This case is set for hearing on 
October 28, 29, 30, 2002. 

cc: Michael E. Stogner 
OCD Hearing Examiner 

Application of Richardson Operating 
Co. 
Record on Appeal, 1284. 



Steve Ross, Esq. 
Attorney for the Commission 

David Brooks, Esq. 
Attorneys for the Division 

James Bruce, Esq., 
Charles Roybal, Esq. 
Larry Ausherman, Esq. 

Attorney for San Juan Coal Company 
Richardson Operating Company 

Attn: David Richardson 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION COMMISSION 

IN THE MATTER OF THE APPLICATION OF CASE NO. 12734 (De Novo) 
RICHARDSON OPERATING COMPANY TO 
ESTABLISH A SPECIAL "INFILL WELL" 
AREA WITHIN THE BASIN-FRUITLAND 
COAL GAS POOL AS PROVIDED BY RULE 4 
OF THE SPECIAL POOL RULES, 
SAN JUAN COUNTY, NEW MEXICO 

MOTION OF 
RICHARDSON OPERATING COMPANY'S 

TO DISMISS 
THE PROTEST OF 

SAN JUAN COAL COMPANY 

Richardson Operating Company ("Richardson"), by its attorneys, Kellahin and 

Kellahin, hereby moves that the New Mexico Oil Conservation Commission 

("Commission") dismiss San Juan Coal Company's ("SJCC") protest in this case because 

the Commission lacks jurisdiction over Federal or State coal, because SJCC lacks 

standing and, further, because SJCC's coal lease rights are, in any event, junior to 

Richardson's oil and gas lease rights; 

and in support states: 

BACKGROUND 

(1) Effective October 17,1988, the Division issued Order R-8768 creating the 

Basin-Fruitland Coal Gas Pool ("Pool") and established special rules and regulations 

authorizing the production of coalbed methane gas from the coal seam within the 

Fruidand formation. 

(2) These rules provide for 320-acre spacing units (GPU") with one well per GPU 

provided the well is located in the NE/4 or SW/4 of a section. 
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(3) In accordance with NMSA (1979) Section 70-2-11, the Division has already 

established a procedure for any oil and gas operator to drill a second well on a GPU in 

this pool. See Division Order R-8768 

(4) These rules also provide for the creation of a special "Infill Area" which will 

allow a well density of 2 wells per GPU. 

(5) On July 9-10, 2002, the Division heard the Case 12888 to consider a request 

by the pool operators in the San Juan Basin to increase the well density for the entire 

Basin Fruitland Coal Gas Pool to the same density sought by Richardson in this case. 

RICHARDSON'S REQUEST 

(6) On November 13-14, 2001, the Division heard Richardson's request seeking 

the creation of a special "Infill Well" Area for the drilling of a second well on a 320-acre 

GPU where SJCC intends to mine the coal. See Exhibit "A". 

(7) 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. 

(8) On June 6, 2002, the Division entered Order R-l 1755 granting Richardson's 

application and denying the protest of SJCC. See Exhibit "B" 

SJCC'S PROTEST 

(9) SJCC asks the Commission to "protect the coal" despite its agreement with 

both the State and with the BLM that the coalbed methane gas shall be recovered and 

produced prior to coal mining. 

Application of Richardson Operating 
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(10) SJCC contends1 that it has standing to protest this case before the 

Commission because: 

(a) SJCC claims that the Secretary of the Energy, Minerals 

and Natural Resources Department ("Secretary") may review 

an order of the Commission and modifying that order if the 

Secretary believes that the Commission order does not give 

"due regard for the conservation of the states' oil, gas and 

minerals resources" NMSA (1979) Section 70-2-26. 

(b) that the Secretary "may hold a public hearing to 

determine whether an order or decision issued by the 

Commission contravenes the public interest." 

NMSA(1979)Section 70-2-26. 

(11) SJCC argues that the Secretary must "consider impacts on coal resources 

development in making decisions under the Oil and Gas Act. (See SJCC's reply to 

Richardson's response to stay, at paragraph 1, page 2.) 

(12) What SJCC conveniently forgets to tell the Commission is that except for 

Section 36 and about 20 acres in Section 36, all of the rest of the acreage in Richardson's 

request is Federal acreage administered by the BLM who controls both the gas and 

coal. 

1 SJCC Motion for Stay (paragraph 10) 
SJCC Reply to Richardson's Response to Stay (paragraph 4) 

Application of Richardson Operating 
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(13) SJCC's objection is am 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 is Exhibit C. and 

a copy of the BLM State Director's decision is attached as Exhibit D. 

THE COMMISSION'S JURISDICTION 

(14) The New Mexico Oil & Gas Act has specific statutory mandates concerning 

the prevent of waste of potash in addition to prevention of the waste of oil and gas; 

however, no such specific mandates exists concerning waste of coal. See Division Order 

R-11775 (Finding 26), Exhibit "B" 

SCOPE OF SJCC PROTEST 

(15) San Juan Coal Company wants to substantially expand the scope of this case 

and to use this proceeding to seek the adoption of exploration, development and 

operational rules for oil & gas operations conducted within the area of its coal mining 

plan. San Juan Coal Company wants the Commission to engage in such mining issues as 

the affects, if any, of hydraulic fracturing of coalbed methane wells on roof stability in 

San Juan Coal Company's underground mine; the potential, if any, for the migration of 

methane gas into a mine area including the potential, i f any, for combustion of the 

methane; and potential waste of coal by the presence of existing and future wellbores. 

SJCC LACKS STANDING BEFORE THE COMMISSION 

(16) San Juan Coal Company has no standing to participate in Case 12734. 

Richardson has filed this case in accordance with Rule 4 of the Special Rules and 

Regulations for the Basin-Fruitland Coal Gas Pool ("The Special Pool Rules") which 

provides a procedure for oil & gas operators and certain oil & gas interest owners to 

complain about i f and how the optional infill well might cause waste of hydrocarbons or 

Application of Richardson Operating 
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adversely affect oil & gas correlative rights. This case, as advertised, is not an 

opportunity for the San Juan Coal Company to complain about oil & gas exploration and 

development which is taking place in an area they now contend they want to mine. 

RICHARDSON'S OIL & GAS LEASES 
TAKE PRIORITY OVER 
SJCC'S COAL LEASES 

(17) SJCC has certain state and federal coal leases which are subject to the prior 

existing rights of Richardson as the oil and gas lease. Copies of the relevant coal leases 

are attached as Exhibits E - l and E-2. The relevant oil & gas leases are attached as 

Exhibits F - l and F-2. 

(18) Over the objection of Richardson, SJCC participated in the Division's 

examiner hearing of this case, despite the fact that SJCC's coal leases preclude it from 

interfering with Richardson's production of oil and gas from these lands. The end result 

is that the Division denied SJCC protest and authorized Richardson to drill the infill gas 

wells. See Order R-l 1775, attached is Exhibit "B". 

(19) 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 July 15, 1991 

and Federal Leases NMNM-99144 issued March 1, 2001. The State coal leases cover 

Section 32, Township 30 North, Range 14 West and Section 36, Township 30 North 

Range 14 West. The federal coal leases covers Sections 19, 20, 29, 30, and 31, 

Township 30 North 14 West. See Exhibits E - l and E-2. 

(20) Each of Richardson's oil & 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 Exibits F - l to F-9. 

Application of Richardson Operating 
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(21) 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 Commission which would prevent Richardson from achieving 

maximum recovery of CBM. SJCC's coal lease rights are junior to the oil & gas lease 

rights and SJCC took its coal leases specifically subject to those rights. 

(22) Coal Lease NMNM-99144 was issued to SJCC effective March 1, 2001. 

It was signed on behalf of SJCC by its president on February 6, 2001. In addition to the 

standard lease terms, that lease contained in Section 15 the following special stipulation: 

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 
tracts of any legal incumbencies or pre-existing 
land uses that would impede or prevent coal 
mining on the tract. 

4. No portion of the 1998 Coal Leasing Area 
Resources Plan Amendment shall be construed 
to require BLM to act in the role of a party to 
medication or mitigation efforts between mineral 
and surface interest holder. 

See Exhibit E - l . These stipulations give SJCC fair warning, in plain language, that it 

has the responsibility for reaching any agreement without prior mineral lessees which it 

considers necessary in the unfettered operations of its mine. 

Application of Richardson Operating 
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(23) Federal leases are contracts and are subject to the same rules of 

interpretations as are contracts between private parties. See Petrolcorp, 152IBLA 77, 84 

(2000). The Interior Board of Land Appeals ("IBLA") has rules 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 noticed that its task in interpreting 

contracts "is to determine and give effect to the intent of the partes to the contract as 

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

Minerals International Inc., 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 incumbrance or pre-existing land uses that would impede or prevent coal mining." 

SJCC is bound by the terms of its coal leases and its protect to Richardson's application 

should be stricken on that basis. 

(24) The State oil and gas leases 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 excluded coalbed methane gas "except for small incidental 

quantities which may have be vented or flared to achieve access to coal." Para. 14, Lease 

No. MC-0088 (Exhibit E-2). SJCC's subsequent coal lease certainly does not give its 

the right to prevent Richardson from fully recovering the maximum amount of CBM it 

can under the terns of the 1949 oil & gas lease, nor which is allow SJCC should mine 

the coal before Richardson removes the coal bed methane. 

Application of Richardson Operating 
Co. 
Record on Appeal, 1292. 



NMOCD Case 12734 (De Novo) 
Richardson's motion to dismiss protest 
-Page 8-

PURPOSE OF COMMISSION HEARING 

(25) 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 or 

hydrocarbons or adversely affect oil and gas correlative rights. 

(26) 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. 

(27) SJCC's protest essentially asks the Division to allow all other operators in 

the Basin-Fruitland Coal Gas Pool to enjoy the opportunity to infill drill coal bed methane 

well except for Richardson. 

(28) SJCC protest asks the Commission to allow too few Basin-Fruitland Coal Gas 

well in the vicinity of its mine for the purpose of simplifying its coal mining operations. 

CONCLUSION 

SJCC asks the Commission to "protect the coal" despite its agreement to sake coal 

leases under which both the state of BLM has made gas recovery first prior over coal 

production. 

In any event, the Commission does not have any authority over coal mining 

operations and its consideration of Richardson's application should be limited to those 

matters enumerated in NMSA, 1979, Section 70-2-11. 

Application of Richardson Operating 
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Richardson did not send notice of this hearing, or a copy of the application, to San 

Juan Coal Company because San Juan Coal Company was not entitled to notice. Rule 

4(b) of the Special Pool Rules requires notice only to certain oil & gas operators, and in 

certain circumstances, to certain oil & gas working interest owners and unleased oil & 

gas mineral owners. This case is not the proper forum to address San Juan Coal 

Company's concerns. 

Because SJCC acquired its coal leases subject to the prior existing rights of oil & 

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-trough agreements. Nonetheless, SJCC elected 

to proceed with its mining operations notwithstanding the plan language in Coal Lese 

NMNM-99144 that the lease was "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 the BLM, to clear the coal tract of any legal encumbrances or pre-exiting 

land uses that would impeded or prevent coal mining on the tract." SJCC cannot now 

shift the consequence of its decision to the Commission or to Richardson. 

WHEREFORE Richardson Operating Company moves that the Commission 

entered an Order denying SJCC's protest in this case. 

Respectfully submitted, 

P. O. Box 2265 
Santa Fe, New Mexico 87504 

Application of Richardson Operating 
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CERTinCATE OF SERVICE 

I certify that a copy of the foregoing pleading was sent by Federal Express this 
26st day of August, 2002 to James Bruce,Esq, Larry Aucherman, Esq., Charles Roybal, 
Esq. attorneys for San Juan Coal Company. 

,„ Operating 



60 

•5 
2 

© 

R 

•2 

V£5 

CO 

a o 
T3 

i—i o 
o 
u 

Oi 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

EN THE MATTER OF THE HEARING CALLED BY 
THE OIL CONSERVATION DIVISION FOR THE 
PURPOSE OF CONSIDERING: 

CASE NO. 12734 
ORDER NO. R-11775 

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. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This case came on for hearing at 8:15 a.m. on October 18, November 13, and November 14, 
2001, at Santa Fe, New Mexico before Examiner Michael E. Stogner. 

NOW, on this 6th day of June, 2002, the Division Director, having considered the testimony, 
the record and the recommendations of the Examiner, 

FINDS THAT: 

(1) Due public notice has been given, and the Division has jurisdiction of this case and its 
subject matter. 

(2) The Basin-Fruitland Coal (Gas) Pool is an "unprorated gas pool" not subject to Part H of 
the Division's rules entitled "Gas Proration and Allocation'' (Rules 601 through 605). However, the Basin-
Fruitland Coal (Gas) Pool is subject to. (a) Division Rule 104.D (3), which restricts the number of 
producing wells within a single gas spacing unit within non-prorated gas pools to only one (see official 
notice to all operators issued by the Division Director on October 25,1999), and allows producing wells 
within this pool to produce at capacity; and (b) the "Special Rules and Regulations for the Basin-
Fruitland Coal (Gas) Pool," established by Division Order No. R-8768, as amended by Orders No. R-
8768-A and R-8768-B, which rules provide for: 

(i) 320-acre spacing units (Rule 4); 

(ii) wells to be located in the NE/4 or SW/4 of a single governmental 
section and no closer than 660 feet to the 

Application of Richardson Operating 
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outer boundary of the spacing unit nor closer than 10 feet to any 
interior quarter or quarter-quarter section line or subdivision inner 
boundary (Rule 7); and 

(iii) infill wells only after notice and hearing (Rule 4). 

(3 ) In accordance with Rule 4 of the special pool rules governing the Basin-Fruitland Coal 
(Gas) Pool, Richardson Operating Company ("Richardson") seeks the creation of a special infill well 
area comprising the following-described lands within the pool in San Juan County, New Mexico ("infill 
area") to be governed by special provisions allowing two producing coal gas wells per 320-acre spacing 
unit: 

TOWNSHIP 29 NORTH RANGE 14 WEST. NMPM 
Sections 4 through 6: All 

TOWNSHIP 29 NORTH RANGE 15 WEST. NMPM 
Section 1: All 

TOWNSHIP 30 NORTH RANGE 14 WEST. NMPM 
Section 16. All 
Sections 19 through 21: All 
Sections 28 through33: All 

TOWNSHIP 30 NORTH RANGE 15 WEST. NMPM 
Section 36: All. 

(4) Richardson is the current operator of wells in the Basin-Fruitland Coal (Gas) Pool and 
owns interests in both State and Federal oil and gas leases within the proposed infill area. Richardson's 
rights under its leases extend from the surface to at least the base of the Pictured Cliffs formation. 

(5) San Juan Coal Company ("SJCC"), a subsidiary of BHP Billiton Limited, appeared in 
opposition to Richardson's application. SJCC owns a Federal coal lease (the "Deep Lease") covering the 
following lands: 

TOWNSHIP 30 NORTH RANGE 15 WEST. NMPM 
Section 13: S/2 
Section 14: S/2 
Sections 23 through 26: All 
Sflrtinn^- Ml 

Application of Richardson Operating 
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A State coal lease covering the following lands will be developed in conjunction with the Deep 
Lease: 

TOWNSHIP 30 NORTH. RANGE 15 WEST. NMPM 
Section 36: All. 

SJCC also owns a second Federal coal lease (the "Deep Lease Extension") covering the following 
lands: 

TOWNSHIP 30 NORTH RANGE 14 WEST. NMPM 
Sections 17 through 20: All 
Sections 29: All 
Section 30: All 
Section 31: All. 

A State coal lease covering the following lands will be developed in conjunction with the Deep 
Lease Extension: 

TOWNSHIP 30 NORTH RANGE 14 WEST. NMPM 
Section 32: All. 

(6) SJCC currently operates an open pit and pilot underground coal mine on the western 
side of its above-described coal leases; however, the closest mining operations are approximately one-
half mile from the western edge of the proposed infill area. 

(7) On August 31, 2001 SJCC filed an application with the United States Bureau of Land 
Management ("USBLM") for a coal exploration license covering the following lands: 

TOWNSHIP 30 NORTH RANGE 14 WEST. NMPM 
Sections 9 and 10: All 
Section 15: All 
Sections 21 and 22: All 
Sections 27 and 28: All 
Sections 33 and 34: All. 

SJCC is also attempting to lease the following land from the State: 

TOWNSHTP 30 "MOPTH T? A w r c T A W C C T ATX/TDA/T _ 

Section 16: All. 

Application of Richardson Operating 
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This area is referred to herein as the "Twin Peaks Extension Area." 

(8) The Basin-Fruitland Coal (Gas) Pool underlying the proposed infill area will be afFected 
by SJCC's current mine plan and by SJCC's plan to mine the Twin Peaks Extension Area. 

(9) The proposed infill area was defined by Richardson's oil and gas leases and is overlapped 
by SJCC's coal leases. 

(10) The proposed infill area is underlain by several coal seams, including what are referred to as 
Coal Seam No. 8 and Coal Seam No. 9. Richardson intends to perforate and fracture stimulate only Coal 
Seam No. 8, which is the seam SJCC plans to mine in its underground operation. 

(11) Richardson's application is an attempt to prevent the waste of hydrocarbon resources by 
accelerating the production of gas from the Fruitland coal interval prior SJCC rnining operations. 

(12) SJCC is currently in the process of converting from surface rnining operations to an 
underground mine system (consisting of ''mine districts") to mine the Coal Seam No. 8. SJCC's 
underground operations will utilize continuous miner units to establish a network of tunnels around coal 
blocks each approximately 10,000 feet long and 1,000 feet wide. These coal blocks are then mined by a 
"longwall" miner machine that runs parallel to the 1,000-foot face of the coal block. The mine plan is to 
mine each mine district through the system, expanding the mining in an easterly direction towards 
Richardson's existing coal gas wells and gathering system. 

(13) The longwall miner process allows for the extraction of the coal but vents the coal gas and 
leaves behind a void. The roof then collapses into a rubble heap called the "gob," which contains a residue 
of debris including some gas. 

(14) SJCC intends to mine the coal before the coal gas is produced by Richardson, which would 
require SJCC to vent to the atmosphere coal gas present in the coal seam, and contends that there will be 
gas remaining in the gob left after it has mined the coal. 

(15) SJCC operates the San Juan Mine (the "Mine") to supply coal to the San Juan Generating 
Station, operated by Public Service Company of New Mexico. The Mine was originally a surface mine. 
The coal supplied by SJCC to the San Juan Generating Station has been supplemented by coal from the 
nearby La Plata Mine. In order to replace dwindling coal reserves at the surface operations of both mines, 
SJCC commenced a pilot underground mine in 

Application of Richardson Operating 
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early 1998 in order to demonstrate the viability of such an operation. 

(16) At about the same time, SJCC began development of an underground mine permit 
application to be filed with the Mining and Minerals Division ("MMD") of the New Mexico Energy, 
Minerals, and Natural Resources Department. In October, 1999 SJCC received authorization for 
development of the underground mine from the MMD. 

(17) Effective March 2001, SJCC obtained the Deep Lease Extension, which lies on the eastern 
boundary of the Deep Lease. This lease will allow SJCC to meet its coal supply contract with Public 
Service Company of New Mexico that extends through 2017. 

(18) Originally SJCC took the position that it was in the best interests of all parties, including 
SJCC, to have Richardson drill and produce coal gas with infill wells in order to accelerate withdrawal; 
however, in August, 2001, SJCC changed its position due to concerns raised about: (i) spontaneous 
combustion; (ii) the existence of well casings in the coal seam; (iii) the hydraulic fracturing of the Fruitland 
interval; and (iv) the de-watering of the coal. 

(19) SJCC presented evidence showing that the development of coal bed methane gas in 
advance of underground mining could pose certain safety and operational risks that would be 
increased by Richardson's proposed infill development. 

(20) In accordance with Mine Safety and Health Administration ("MSHA") regulations, 
wellbores not properly abandoned in advance of underground rnining operations must be avoided. A 300-
foot radius protection pillar is required around wellbores not properly abandoned. Proper abandonment 
involves milling out the casing and cementing the wellbore. To create a protection pillar SJCC would need 
to disassemble its longwall apparatus the required distance from such a wellbore and re-establish it within 
the rnining district an equal distance past the wellbore; therefore, the volume of coal to be by-passed by 
SJCC will be at least 600 feet long by 1,000 feet wide and 13 feet high. 

(21) SJCC is concerned about the time lost in moving its underground mining equipment 
and the volume of coal lost to create these pillars. 

(22) Evidence was presented by SJCC concerning increased risk for spontaneous 
combustion within its Mine caused by . (i) prolonged periods of down time required in order to move 
the longwall apparatus; (ii) the fracturing of the coal seam by the oil and gas operations, which serves 
to hamper SJCC's ability to manage its ventilation systems; and (iii) the de-watering of the coal seam, 
which dries the coal. 

£23)—Pdohardoon'o proposed infill uld alluw Ihe fulluwing. ~ 
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(i) recompletion in the Basin-Fruitland Coal (Gas) Pool of 18 
existing Pictured Cliffs formation wells and the downhole commingling of 
production from both zones; and 

(ii) drilling of 7 new wells to be completed as downhole commingled 
wellbores in the Pictured Cliffs formation and the Basin Fruitland Coal 
Gas Pool. 

(24) The geological and engineering evidence presented demonstrates that: 

(i) the No. 8 coal seam is present throughout the proposed infill area 
and is thick enough to support coal gas production in commercial 
quantities; 

(ii) the proposed infill area is within that portion of the Basin-
Fruitland Coal (Gas) Pool that is under-pressured; 

(iii) this coal seam appears to be methane-gas saturated; 

(iv) it is necessary to de-water the coal in order to obtain gas 
production: 

(v) the gas content yield in the No. 8 coal seam within the proposed 
infill area ranges from 178 to 281 standard cubic feet per ton of coal; and 

(vi) based on an average thickness of 20 feet, the initial gas in place 
within this coal seam ranges from 2.06 BCF to 3.24 BCF per 320-acre 
unit. 

(25) The engineering evidence presented by Richardson demonstrates that infill drilling on a 
single 320-acre unit within the proposed infill area will serve to: (i) de-water the coal seam more 
quickly and efficiently; and (ii) allow for additional hydrocarbon reserves to be recovered. 

(26) The New Mexico Oil & Gas Act has specific statutory mandates concerning the prevention 
of the waste of potash in addition to prevention of the waste of oil and gas; however, no such specific 
mandates exists concerning waste of coal. 

(23)—RichardDon'a application will pi&vuil wasle uf ils liydiocaibuii leslMCeij by 
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accelerating the production of gas from the Fruitland formation prior to SJCC rnining the coal and venting 
the methane gas. 

(28) SJCC presented testimony that some of the coal gas that would be vented by mining 
operations could be recovered at the surface, but did not establish the amount that could be so 
recovered or the economic feasibility of such recovery. 

(29) SJCC's concerns about mine safety and fire prevention can be alleviated by: 

(i) leaving a 300-foot radius protection pillar around any current or 
future wellbore as required by MHSA Regulations; or in the alternative 

(ii) milling out the casing in any wellbore through the coal seam and 
properly plugging and abandoning the wellbore with cement, in which 
case a coal protection pillar would not be needed. 

(3 0) Application of the latter method would also alleviate SJCC' s concerns about reduction 
of recoverable coal reserves due to the necessity to leave coal in place around wellbores. 

(31) In order to minimize waste of gas reserves and to protect the oil and gas mineral interests 
correlative rights, the Division should grant Richardson's request to establish a special infill area [as 
described in Finding Paragraph No. (3) above] that provides an opportunity to accelerate the production of 
gas from the Fruitland Coal formation prior to SJCC's rnining operations. 

IT IS THEREFORE ORDERED THAT: 

(1) As an exception to (i) Rule 4 of the "Special Rules and Regulations for the Basin-
Fruitland Coal (Gas) Pool," established by Division Order No. R-8768, as amended by Orders No. R-
8768-A and R-8768-B, and (ii) Division Rule 104.D (3), the applicant, Richardson Operating Company, is 
hereby authorized to drill, complete and produce an optional infill well within each 320-acre gas spacing 
unit within the following described Special "Infill Well" Area: 

TOWNSHIP 29 NORTH. RANGE 14 WEST. NMPM 
Sections 4 through 6: All 

Application of Richardson Operating 
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TOWNSHIP 29 NORTH. RANGE 15 WEST. NMPM 
Section 1: All 

TOWNSHIP 30 NORTH RANGE 14 WEST. NMPM 
Section 16: All 
Sections 19 through 21: All 
Sections 28 through33: All 

TOWNSHIP 30 NORTH RANGE 15 WEST. NMPM 
Section 36: All. 

(2) The following conditions apply to the authority granted by this order: 

(A) THE INITIAL COAL GAS WELL located on a 320-acre 
spacing unit shall be located in compliance with the setback and 
quarter section placement requirements set forth in Rule 7 of the 
special pool rules. 

(B) THE INFILL COAL GAS WELL on an existing 320-acre unit 
shall be located in the quarter section of the unit not containing a 
Basin-Fruitland coal gas well, and shall be located in compliance 
with the setback requirements set forth in Rule 7 of the special 
pool rules. 

(C) THE PLAT (Form C-102) accompanying the Application for 
Permit to Drill (OCD Form C-101 or federal form) for the 
subsequent infill well on an existing unit shall have outlined 
thereon the boundaries of the unit and shall show the location of 
the existing Basin-Fruitland coal gas well plus the proposed new 
well. 

(3) Jurisdiction of this case is retained for the entry of such further orders as the Division 
may deem necessary. 

Application of Richardson Operating 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

LORI WROTENBERY 
Director 

S E A L 

Application of Richardson Operating 
Co. 
Record on Appeal, 1305. 



09/24/01 11:04 ®303 830 8009 
og/19/01 17:17 ©505 589 8887 1^002/003 

EXHIBIT 
United States Department of the Interior 

BUREAU OF LAND MANAGEMENT 
FaminpDn Field Office 

123S La Plate HisSmy, Suite A 
Frnnington, New Mexico 87401 

fH S5?t_Y KSTIX TO. 

NM NM 99144 ((Coal, QC) 
NM NM 99003 (O & G, GC) 
3100/3400(07100) 

September 20,2001 

CERTTJFTED-RETUKN RECEIPT REQUESTED 
7106 4575 \ m 2684 0142 

Mr. Lynn Woomer 
BHP Billiton 
Saa Juan Coal Company 
P.O. Box 561 
WarerQow, NM 87421 

RE: Protest of Application! 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 eovered by valid existing oil and gas leases 
listed below. 

Richardson Operating Company Sees. 30 and 31, T. 30 N., R. 14 W., San 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 mat 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) me presence of steel casing in the basal coal seam and the 
adverse impact on the continuous mining machines (CMs); 2) the potentially adverse impacts of hydraulic 
fracturing on roof stability, and 3) the increased risk of spontaneous combustion occasioned by hydraulic 
fracturing. 

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

After reviewing the safety issues in detail, it is difficult to quantify the risks associated with degassing of the 
basal coal seam of the Fruitland Cool 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-
BiUiton with conflicting opinions as to severity and magnitude. 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 (eg. milling of casing, pressure coring, and lack of 
well stimulation) would add significant costs to the operators thereby rendering the- leases uneconomic to 

f f ™ » o n of Richardson Operating 
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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 K . R. IS W. The BLM reminds BHP-Bffliton 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 
raining on the tract" 

The BLM cannot encumber the issuance of APDs with unreasonable conditions of approval that render the 
lessees' operations uneconomic. Consequently, the APDs on Federal oil and gas lease NM-99003 in Sees. 30 
and 31, T. 31 N., R. 14 W. are approved. There are several steel-cased well bores already existing on the coal 
leases with the potential for several more in the 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 J, you may request an Administrative Review, before the State Director either 
with or without oral presentation, or the action described above. Such a request, including all supporting 
documentation, shall be filed in writing with the State Director, Bureau of Land Management (NM-93000), P.O. 
Box 27115, Santa Fe, New Mexico 87502-0115 within 20-business days of the date this notice was received or 
considered to have been received. Such request shall not result in 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. 

If you have any questions regarding me 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 
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United States Department of the Interior 
Bureau of Land Management 

New Mexico State Office 
1474 Rodeo Road 
P.O. Box 27115 

Santa Fe, New Mexico 87502-0115 
www.nm.Wjn.eo* 

IN REPLY REFER TO; 
SDR 02-01 
3160 (93000) 
NMNM 99144 
NMNM 99003 

CERTIFIED MAIL RETURN RECEIPT REQUESTED 
7001 0360 0001 0168 1013 

San Juan Coal Company 
do Modrall, Sperling, Roehl, Harris & Sisk 
500 Fourth St NW 
Bank of America Centre, Suite 1000 
Albuquerque, NM 87102 

Decision Dismissing Protest of 
Issuance of Applications for Permits 
To Drill in Vicinity of Coal Mine and 
Approval of APD's 

Decision Remanded' Revest far Stay Dismissed aa Moot 
Request for Stay of Approval of Further Applications Dismissed 

i ; 

By letter dated October 18, 2001, Modrall, Sperling, Roehl, Harris & Sisk, P.A., as agent for ! 
San Juan Coal Company (San Juan), requested a Stay Pending AdininistraUve Review and State j 
Director Review (SDR) of a September 20,2001, Decision of the Farmington Field Office 
(FFO). That Decision dismissed San Juan's August 31,2001, protest of the issuance of j 
applications for a permit to drill (APD's) in areas where San Juan has plans to mine. The 
decision also approved four Richardson Operating Company (Richardson) APD' s. San Juan also i , 
requested the opportunity to present its arguments orally. The oral presentation occurred on 
November 19, 2001. 

I 

i 

Oo October 29,2001, we received a Reply to San Juan's request for administrative review from 
Richardson and on November 7,2001, this office received a Reply from Dugan Production 
Corporation (Dugan). Dugan is an affected party through its existing oil and gas leases, and its 
current and proposed coalbed methane (CBM) development program. During the oral 
presentation on November 19, 2001, San Juan expanded upon its written arguments. Following 
San Juan's presentation, Richardson presented its oral arguments. 

Application of Richardson Operating 
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I 
I 
j 
i 

Facts: j 

San Juan requested that Richardson's drilling operations be curtailed in the following lards: \ 
TJ 30 N.. R. 14. W.- N.M.P.M— San Juan County. New Mexico 1 
Sees. 17-19,30,31; and j 

TJ30N..R. 15W..N.M.P.M-
Sec. 24. 

I 
Toese lands are located within San Juan's "Deep Lease" and "Deep Lease Extension," j 
NMNM 28093 and NMNM 99144, respectively. j 

Leasing of the Federal oil and gas estate has occurred in this aiea since the first 'oil permit' was ! 
issued in 1923. There are seven active oil and gas leases in effect within the above-described J 
area. Six of the leases were issued 27-33 years ago, and are held by production from other wells. • 
Richardson operates lease NMNM 99003, obtained at a competitive lease sale in 1997. One well j 
within the lease has produced since October 1999. Dugan operates two leases within the area. j 

! i 

Coal has been mined for residential use since the late rdaeteenth century. Large-scale surface j 
mining began in 1958. Western Coal Company initiated surface mining of coal in 1973. The ! 
"Deep Lease," later acquired by San Juan, was issued to Western Coal Company in April 1980, 1 

San Juan's "Deep Lease Extension" was issued effective March 1,2000, with a term of 20 years. 
i i 

Section 15 of the lease has the following special stipulations: j 

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

2J This coal lease is subject to all prior existing rights, including the right of oil and gas lessees 1 

, and other mineral lessees and surface users. j 
' ! 

3, It is solely the responsibility of the coal lessee, not the responsibility of the Bureau of Land 
I Management (BLM), to clear the coal tract of any legal encumbrances or pre-existing land 

uses that would impede or prevent coal rnining on the tract," 

We have minutes of four of the monthly meetings facilitated by the FFO, held between January 
and May 2001, in which San Juan, Richardson and Dugan met in an effort to optimize recovery 
ofboth coal and CBM, as well as potential gas reserves in deeper horizons, San Juan originally 
encouraged degassing prior to mining. In fact, it was this position that prompted the FFO to send 
demand letters to both Richardson and Dugan, requiring development of the CBM prior to 
inirung as a means of recovering gas that otherwise would be lost. San Juan now opposes 
development of the CBM, due to safety concerns expressed by its ventilation engineer. 

' Application of Richardson Operating 
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Fichardson submitted four APD's that triggered the Augus' 31,2001. protest from San Juan. 
After the September 20, 2001, decisions, Richardson drilled all four •wells. 

San Juan's Arguments: 

Our review of the oral presentation written material submitted by San Juan and Richardson, and 
case record data, demonstrated that this dispute has been, ongoing for over a year. There are four 
main issues in the dispute, as articulated by San Juan. 

1. Who has the priority right to develop his lease(s)7 

San Juan admits that its lease postdates the oil and gas leases. However, it states that its plan of 
development predates any drilling plans filed by cither company, and that BLM should look at 
actual plans cf development, Dot merely lease issuance dates. In addition, San Juan states that 
the BLM is bound to consider the more valuable resource from the standpoint of public needs; 
coal is more valuable and returns more in royalties to the public. 

ia its oral presentation, San Juan stated that the Resource Management Plan Amendment for 
Coal Leasing effectively modified the lessees ' potential to develop their existing oil and gas 
leases . 

2. Development of the CBM will result in safety hazards to mining equipment and 
personnel 

Sail Juan made several statements regarding increased safety hazards if CBM development 
occurs prior TO rnining. The hazards result from the actual steel well casing itself fire might be 
caused through mining equipment striking the casing and creating a spark that ignites coal fines 
or methane, There is an additional risk for spontaneous combustion of the coal if CBM 
completion techniques include hydraulic fracturing of the coal. San Juan states that hydraulic 
fracturing of the carbonaceous shale overlying the coal could result in further risk to equipment 
and employees if it weakens the roof of the mine. If the coal is de-watered and de-gassed ahead 
of mining, the coal will be more susceptible to oxygen adsorption through an opened cleat 
system, thereby increasing the risk for spontaneous combustion 

3. Development of the CBM wiD result in a major economic loss to San Juan 

San Juan states that development of the CBM would result in reduced recovery of coal. San Juan 
states that underground mine safety regulations require that r.o mining occur within 200 feet .from 
any existing wells. This would reduce coal recovery by 300,000 tons around each well. It would 
also require San Juan to reposition its equipment around each well, which is both time 
consuming and expensive. If there is more than one well within a particular mining block, it 
might make that block uneconomical to develop, resulting in the loss of three million tons of 
coal. 

Application of Richardson Operating 
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4 I 
might make that block uneconomical to develop, resulting in the loss of three million tons of ' 
coal. j 
4. The BLM planning and environmental document} are flawed and do not comply with j 
FLPMA I 

i 
San Juan states that the 1998 Farrnington Resource Management Plan Amendment (RMPA) for j 
coal leasing activity is flawed, in that it did not consider the coal versus CBM conflict, nor ' 
provide a method to resolve the conflict. The Environmental Assessments (EA's.) prepared for j 
Richardson's APD's do not consider alternatives to drilling that were developed in the RM?A_ j 

Richardson's and Pagan's Arguments ( 

Richardson states that its rights are senior to San Juan's, and that the 'first in time, first in righT' ! 
concept is not outmoded, Richardson cites the stipulations attached to the "Deep Lease ' 
Extension" lease, and states that they are controlling; these lease terms were attached in an | 
attempt to eliminate arguments over priority in coal versus CBM resource development. ' 
Richardson notes that, in spite of those stipulations, San Juan has failed to conduct due diligence ! 
by taking steps necessary to minimize legal and technological risks to the mine, and instead has ! 
passed the burden to BLM and Richardson. 

Richardson states that its oil and gas lease predates the RMPA, and thus, it cannot alter valid ' 
existing rights- Richardson adds that it actively participated in commenting on the RMPA to be 
sure BLM was aware of the potential adverse effects to its plans to develop the co albed methane. 

Richardson and Dugan disagree with San Juan1 s conclusion that the EA's failed to consider all i 
reasonable alternatives, mcluding alternative well locations, and a no-action alternative. ' 

Dugan identifies its lease interests, and notes that they predate San Juan's lease. Dugan noted 
that it currently operates 18 wells within the subject area; the wells produce 850 MMBTU/day. ! 

Dugan describes the infrastructure needed to produce the gas, and its investment o f more than 
$6 million, 

Dugan also notes thai the development potential of CBM has only surfaced recently, and that 
advances in technology have made recovery of CBM economical in this under pressured area. 
Dugan notes those existing regulations would allow it to drill an additional 24 wells within the 
subject area, and that if well density is increased, 38 additional CBM wells could be drilled. 
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Analysis and Response 

Following is our response to each argument: 

1. Priority 

Wc find no justification for San Juan's argument that we should consider the date that plans of 
development were approved, in lieu of actual lease issuance dates. The terms of San Juan's coal j 
lease provide our rationale, that the oil and gas lessees have priority in development of their gas j 
resources. j 

San Juan's coal lease contained special stipulations as a means of resolving furore development j 
conflicts. Section 15 of the lease states that it is San Juan's sole responsibility to resolve ' 
conflicts with prior oil and gas lessees. The terms clearly state that the oil and gas leases are ; 
valid existing rights, and that San Juan is solely responsible for removing impediments to coal ; 
mining. J 

i 

In addition, the Protocol for the Mediation of Adverse Impacts on Oil and Gas Revenues, signed 
by San Juan, recognizes the senior stature of valid existing oil and gas leases. By signing the 
lease form and the protocol, San Juan agreed to those provisions. The protocol committed San 
Juan to honor existing Federal and fee oil and gas leases, and to avoid or mitigate adverse 
impacts to the oil and gas lessees. San Juan agreed to compensate the oil and gas lessees by 
paying damages for decreased production. If production would permanently cease, San Juan 
would compensate the lessees for the fair market value of lost production. 

i 

Finally, San Juan's asserted mat the RMPA for Coal Leasing effectively modified the oil and gas 
lessees' potential to develop their existing oil and gas leases. This is untrue - the BLM cannot 
retroactively constrain development by applying new, restrictive stipulations to existing leases. 
We do agree with San Juan that the Plan requires that future drilling activity would be 
coordinated with the BLM and mining company. j 

2. Safety j 

We agree with the September 20,2001, FFO decision letter that the risks of degassing the coal 
seam are difficult to quantify. San Juan presented only its concerns about potential safety ! 
hazards, San Juan presented no data That demonstrate that hydraulic fracturing of the coal would 
increase the potential for spontaneous combustion, or weaken the mine roof. S an Juan's j 
arguments regarding potential safety hazards if CBM development preceded mining may be 
addressed by underground mine safety rules requiring the 300 foot buffer around existing wells. 

I 
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3. Economics ! 
! 

We agree that Richardson's CBM development plans could impair coal mining, and could force ; 
San Juan to bypass recoverable coal reserves. Nonetheless, San Juan could mine through a well • 
location if it milled out the casing prior to rrining. While San Juan states that this is a slow and [ 
expensive procedure, it would maxirnize the economic recovery of the coal resource. j 
San Juan implies that Richardson and Dugan are filing APD's to jeopardize its m ining j 
operations, then holding out on a settlement to obtain ". . . many multiples of such value..." 
The BLM has seen no evidence of the two companies filing APD's merely to impede 
underground mining, or force an unfair buyout. Rather, Richardson and Dugan appear to be 
proposing drilling operations, and carrying out development in an attempt to recover CBM prior 
to mining. Evidently, the two companies are unconvinced, as is the BLM, that There would be , 
recoverable CBM following mining, such that they might obtain some economic benefit of their J 
leases post mining. , 

4. The 1998 FFO Resource Management Plan Amendment aod individual EA's for j 
Richardson's CBM wells are flawed. 

We believe the RMPA adequately addresses the oil and gas development versus coal rnining 
issue. It offers a sufficient range of alternatives for the BLM to consider. 

The State Office examined the Environmental Assessment (EA) prepared by Permits West, Inc. 
(Richardson's contractor), dated August 16,2001. We also reviewed the Finding of No j 
Significant Impact (FONSI) and Decision Record, completed by the FFO on August 29, 2001, j 
and approved September 4,2001. j 

We find that the EA did not comprehensively address all issues regarding other mineral resources 
and potential conflicts. Similarly~the FONSI should have recognized the lack of such analysis. 
Specifically, there was no analysis of potential impacts to the coal resource. We note that the EA 
were prepared prior to San Juan's protest letter. At that time, degassing of the coal was 
considered as a positive effect. 

Jjecision 

This decision has been coordinated with our Field Solicitor in Santa Fe, and Dcp aronent of the <( 

Interior solicitors in Washington, D.C. ! 

We understand San Juan's concerns regarding mine safety and the economic costs of remediating 
well bores within its mine area It is unfortunate that San Juan only recently recognized the 
potential adverse impacts of CBM development on its ability to mine the coal. The BLM had 
encouraged our lessees to accelerate development of the CBM in advance of mining to ensure 
recovery of methane that otherwise would be lost, and to reduce the safety threat of methane 
degassing during mining operations. 

Application of Richardson Operating 
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j 
We believe that Richardson has a prior existing right to develop the CBM. This i s true even if it j 
would cause reduced recovery of coal reserves, and adversely affect the economics of San Juan's ; 
mine. San Juan must adjust its mine plan to provide necessary safety to mine personnel. j 
Accordingly, we sustain the FFO decision with regard tc: 1) priority; 2) safety; and 3) , 

economics. ,, ' 
i 
i 

We disagree with San Juan's fourth argument that the APD approvals do not comply with the : 
1998 Coal Leasing RMPA. The Decision Record for the RMPA was issued after the effective j 
date of Richardson's oil and gas lease. The RMPA cannot unreasonably constrain development 
of pre-existing rights. 

We agree with San Juan that the EA's do not address alternatives to oil and gas development 9 \ 
identified in the 1998 RMPA. We herein remand the case to FFO for review of the EAs prepared . 1 j 
for the Richardson wells. _J j 

The FFO must ensure that cumulative impacts to the coal resource are analyzed, and consider ' 
alternatives that would reduce adverse impact to coal development. After the FFO have 
completed its analysis, and reported its conclusions to the State Director, we will decide this last 
issue. ; 

The request for the State Director to stay FFO approval of the Richardson APD sis rendered 
moot by the completion of all four wells prior to our receipt of the SDR request. The request to 
stay approval of other applications within the area identified is dismissed as premacure. We 
cannot stay applications prior to their approval. 

This Decision may be appealed to the Interior Board of Land Appeals, Office of the Secretary, in 
accordance with the regulations contained in 43 CFR, Part 4 and Form 1842-1 (copy attached). 
If an appeal is taken, your notice of appeal must be filled in this office within 30 days from your 
receipt of this decision. The appellant has the burden of showing that the Decision appealed 
from is in error. j 

If you wish to file a petition for stay of the effectiveness of this Decision during the time that 
your appeal is being reviewed by the Board, the petition for stay must accompany your notice of 
appeal. A petition for a stay is required to show sufficient justification based on the standards 
listed on the attached (Form 1842-1). Copies of the notice to appeal and petition for stay must be 
submitted to each party named in the Decision and to the Interior Board of Land Appeals, and to 
the appropriate office of the solicitor 
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(see 43 CFR 4.413) at the same time the original documents are filed with this office. If you 
request a stay, you have the burden of proof to demonstrate that the stay should be granted. 

Sincerely, 

Carsten F. 
Deputy State Director 
Division of Resource Planning, 

Use and Protection 

/Enclosure 

cc: 
WO(310) 
MSO(920) 
WSO(920) 
USO(920) 
NM(OIO) 
NM(020) 
NM(030) 
NM(040) 
NM(OSO) 
NM(060) 
NM(070) 
NM(080) 
NM(090) 
NM(930) 
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AUG 3 1 2001 

„ c n q cjrt 1Q NEW MEXICO STATE LAND OFFICE 
L ^ :-' J ° A M E N D E D 

COAL MINING LEASE 
r - i • — 

SAfflB^TCOTIOM 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 application f o r a coal lease f o r the purpose of 
exploring f o r , mining, developing and producing coal upon the 
lands hereinafter described, and has tendered THREE THOUSAND TWO 
HUNDRED FIFTY AND 00/100 DOLLARS ($3,250.00), f o r t h e f i r s t 
annual r e n t a l payment, together with one hundred dollars 
($100.00) a p p l i c a t i o n fee, and N/A dolla r s ($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 t o use so much of the surface as i s 
reasonably necessary to explore f o r , mine, develop, produce and 
remove the coal. 



TO HAVE AND TO HOLD the said lands and pri 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 that 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 fo 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 r e n t a l , lessee shall pay to lessor annually on or 
before each anniversary date of t h i s lease the sum of f i v e 
d ollars ($5.00) per acre or f r a c t i o n thereof, such r e n t a l 
payments to continue so long as t h i s lease s h a l l remain i n force. 

3. Lessee agrees t o pay i n t e r e s t on delinquent royalty 
and rental payments a t the rate of one percent (1%) per month, or 
fr a c t i o n 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 s h a l l 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 e i t h e r one percent of 
the estimated recoverable reserves from the leased lands or one 
percent of the estimated recoverable reserves from the l o g i c a l 
mining u n i t , then t h i s lease shall not expire but shall continue 
as long as the one percent production i s maintained. Provided, 
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t h a t , f o r purposes of determining i f the one percent annual 
production has been maintained d u r i n g 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 o f t h i s paragraph, annual rates of production s h a l l 
be measured from lease anniversary date t o lease anniversary 
date. 

6. I n l i e u of a c t u a l production a t or a f t e r the end of 
the secondary term hereof, lessee may prevent the e x p i r a t i o n of 
t h i s lease by t h e t i m e l y 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 r e c o v e r a b l e 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 a n n i v e r s a r y date w i l l act t o prevent the e x p i r a t i o n of t h i s 
lease u n t i l t h e next ensuing iease anniversary date; provided, 
t h a t t h i s lease s h a l l not be extended f o r more than t e n 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 
a c t u a l p r o d u c t i o n r o y a l t y due f o r t h a t month. 

7. The lessee, w i t h the w r i t t e n approval of the lesso r , 
may assign or s u b l e t t h i s lease i n whole or i n p a r t ; provided, 
however, t h a t no assignment of an undivided i n t e r e s t nor any 
assignment or sublease of less than a l e g a l s u b d i v i s i o n s h a l l be 
recognized or approved by the l e s s o r . Provided f u r t h e r , however, 
the lessee may e n t e r i n t o any c o n t r a c t f o r the development of the 
leasehold premises or any p o r t i o n t h e r e o f , or may create 
o v e r r i d i n g r o y a l t i e s o r o b l i g a t i o n s payable out of p r o d u c t i o n , or 
enter i n t o any o t h e r agreements w i t h respect t o the development 
of the l e a s e h o l d premises or d i s 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 c o n t r a c t s , 
agreements, o r o t h e r instruments t o be approved by the l e s s o r ; 
but nothing h e r e i n 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 p r o v i s i o n s hereof. 

8. Lessee, i n c l u d i n g h i s h e i r s , assigns, agents, and 
c o n t r a c t o r s s h a l l a t h i s own expense f u l l y comply w i t h and 
conform t o accepted o p e r a t i o n a l standards and p r a c t i c e s i n 
general use i n t h e i n d u s t r y and a l l laws, r e g u l a t i o n s , r u l e s , 
ordinances, and requirements of the c i t y , county, s t a t e , f e d e r a l 
a u t h o r i t i e s and agencies, i n a l l matters and t h i n g s a f f e c t i n g the 
premises and o p e r a t i o n s thereon which may be enacted o r 
promulgated under t h e governmental p o l i c e powers p e r t a i n i n g t o 
the p u b l i c h e a l t h and w e l f a r e , i n c l u d i n g but not l i m i t e d t o 
conservation, r e c l a m a t i o n , s a n i t a t i o n , a e s t h e t i c s , p o l l u t i o n , 
c u l t u r a l p r o p e r t i e s , f i r e , and ecology. Such agencies are not t o 
be deemed t h i r d p a r t y b e n e f i c i a r i e s hereunder; however, t h i s 
clause i s e n f o r c e a b l e by t h e 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 leased 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 i n 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 a n n u a l l y 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 
a c c u r a t e l y showing a l l development work upon the leased lands, 
and o t h e r 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 produ c t i o n from the leased lands and the 
improvements s i t u a t e d thereon. 

11. Before commencing excavation operations o r 
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 o t h e r 
a p p r o p r i a t e 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 t h e 
lessor and based upon the approved mine p l a n 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 p e r m i t 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 of an agreement between 
the lessee and any surface owner. 

A bond f i l e d w i t h the Mining and Minerals d i v i s i o n of t h e Energy, 
Minerals and N a 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 
p r 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 t h a t lessee has complied w i t h the o b l i g a t i o n s as 
s p e c i f i e d 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 
r e n t 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 o r covenants t h e r e o f ; provided, however, t h a t before any 
such c a n c e l l a t i o n s h a l l be made, l e s s o r , must m a i l t o lessee, by 
r e g i s t e r e d o r c e r t i f i e d m a i l addressed t o the post o f f i c e address 
of the lessee shown by the lease, or by s p e c i f i c w r i t t e n n o t i c e 
of change of ̂ address f u r n i s h e d by lessee, a t h i r t y - d a y n o t i c e of 
i n t e n t i o n t o cancel t h i s lease, s p e c i f y i n g the d e f a u l t f o r which 
the lease i s subject t o c a n c e l l a t i o n . No proof o r r e c e i p t of 
n o t i c e s h a l l be necessary and t h i r t y days a f t e r such m a i l i n g , 
l e s s o r may enter c a n c e l l a t i o n unless lessee s h a l l have sooner 
remedied the d e f a u l t ; p r o v i d e d , t h a t 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 p e r i o d and the lessee s h a l l have 
commenced operations t o s u 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 p e r i o d , the lease s h a l l not be cancelled as long as lessee 
d i l i g e n t l y pursues ac t i o n s necessary t o remedy the v i o l a t i o n . 

13. With the consent of the l e s s o r t h i s lease may be 
r e l i n q u i s h e d i n whole or i n p a r t ; provided, t h a t the le s s o r w i l l 
not approve any relinquishment of an undivided i n t e r e s t nor less 
than a l e g a l s u b d i v i s i o n . 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 t he date of f i l i n g . Upon 
relinquishment of the lease, lessee s h a l l be r e l i e v e d from 
f u r t h e r o b l i g a t i o n s and l i a b i l i t i e s hereunder as t o the lands 
surrendered s u b j e c t , however, t o the continued o b l i g a t i o n s t o : 
make payment of a l l accrued r e n t a l s and r o y a l t i e s ; p r o t e c t or 
r e s t o r e the surface and surface resources c o n s i s t e n t 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; and t o 
otherwise perform other o b l i g a t i o n s 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 q u a n t i t i e s 
which may have t o be vented o r f l a r e d t o achieve access t o coa l . 
Although lessee may engage i n i r i s i t u c o a l g a s i f i c a t i o n i n order 
t o remove c o a l , such g a s i f i c a t i o n s h a l l not d i s t u r b o r diminish 
commercial q u a n t i t i e s of coalbed methane gas. 

15. Lessee may make or place such improvements and 
equipment upon the leased l a n d as may be reasonably necessary t o 
explore f o r , mine and remove c o a l , and upon t e r m i n a t i o n of t h i s 
lease f o r any reason, lessee may remove such improvements and 
equipment as can be removed w i t h o u t m a t e r i a l i n j u r y t o the 
premises; provided, however, t h a t a l l r e n t a l s and r o y a l t i e s have 
been paid and t h a t such removal i s accomplished w i t h i n 180 days 
of the t e r m i n a t i o n date. A l l improvements and equipment 
remaining upon the premises a f t e r t h e 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 t o 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 s h a l l 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 1 
unnecessary or unreasonable interference with r i g h t s of lessee as j 
may be consistent w i t h concepts of multiple use and multiple I 
mineral development. 

20. Lessee s h a l l be l i a b l e and agree to pay for a l l 
damage to li v 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 ri g h t s 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, s h a l l 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 ari s i n g 
out of or alleged t o arise 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 t o the health and 
safety of employees, the prevention of waste and the preservation 
of the property f o r fur t h e r productive operations. A l l mining 
and related productive operations are to be subject to inspection 
by lessor or his 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 
o f 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: ^ 
COMMISSIONER OF PUBLIC LANDS 

SAN JUAN COAL COMPANY 

BY: <kr^r^S^C^/ 
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 

COUNTY OF SAN JUAN 
) ss. 
) 

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 

OFFICIAL SEAL 1 
BEVERLEY S.MORRIS 

NOTARY P8BIIC STATE Of MEW MEXICO 
My commlHlon • x o i f « > ^ 9 - V ^ > 
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Form 3400-12 
(April 1986) UNITED STATES 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

COAL LEASE 

Serial Nu 

NMNM 99* 

EXHIBIT 

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 fda^R 1 iOGl . f ° r 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. I. This lease is issued pursuant and subject to the terms and provisions of the: 
(3 Mineral Lands Leasing Act of 1920. Act of February 25, 1920, as amended, 41 Stat. 437, 30 U.S.C. 131-287, 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 \a 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: 

NMPM T. 30 N , R . 14 w. , N 
sec. 17, ALL 
sec. 18, ALL 
sec. 19, ALL 
sec. 20, ALL 
sec. 29, ALL 
sec. 30, ALL. 
sec. 31, Lots I -4, 
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RECEIVED 

FEB 0 8 2001 

BUR OF LAND MGMTC 
N.M.S.O. SANTA FE J 

containing 4, 483.88icres, 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 AND 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 . 00 for each lease year. 
(b) RENTAL CREDITS - Rental shall not be credited against either 
production or advance royalties for any year. 

Sec. 2. (a) PRODUCTION ROYALTIES - The royalty shall be * per­
cent of the value of the coal as set forth in the regulations. Royalties are 
due to lessor the final day of the month succeeding the calendar month 
in which the royalty obligation accrues. 
(b) ADVANCE ROYALTIES - Upon request by the lessee, the authorized 
officer may accept, for a total of not more than 10 years, the payment of 
advance royalties in lieu of continued operation, consistent with the 
regulations. The advance royalty shall be baaed 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 leaae bond 
in the amount of S 14,000 - TheauthorLzed officermay require an 
increase in this amount when additional coverage is determined 
appropriate. 

*\2h percent of the value of the coal 

Sec. 4. DILIGENCE - Thia leaae is subject to the conditions of dilig 
development and continued operation, except that these conditions 
excused when operations under the lease are interrupted by strikes, 
elements, or casualties not attributable to the leasee. The lessor, in 
public interest, may suspend the condition of continued operation uj 
payment of advance royalties in accordance with the regulation* 
existence at the time of the suspension. Leasee's failure to produce c 
in commercial quantities at the end of 10 years shall terminate 
lease. Leasee 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 proviai. 
set forth in the regulations. 
The stipulations established in an LMU approval in effect at the tin 
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 then 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. 6. DOCUMENTS. EVIDENCE ANO INSPECTIO" - A t such times and 
•.n such form as lessor may prescribe, lessee 1 furnish detailed 
statements showing the amounts and quality o. —>1 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 
i i ithorized officer of lessor, the leased premises and all surface and 
UK 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 wi th terms and conditions of 
the iease. 

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

Sec. 7. DAMAGES TO PROPERTY AND CONDUCT OF OPERATIONS -
Lessee shall comply at its own expense wi th a l l 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. AH exploration plans prior to 
the commencement of mining operations w i th in an approved mining, 
permit area shall be submitted to the authorized officer. 

Lessee shall carry on all operations in accordance wi th approved 
methods and practices as provided in the operating regulations, having 
due regard for the prevention of in jury to l i fe , 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 
si t ing or design of facilities, t iming of operations, and specification of 
i n t - r i m and f ina l 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 orrights-of-way. Lessor shall condition such uses to prevent 
unnecessary or unreasonable interference wi th 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 shal l : pay when due al l taxes legally assessed and levied 
under the laws of the State or the United States; accord al l employees 
complete freedom of purchase; pay a l l wages at lease twice each month 
i n l awfu l money of the United States; maintain a safe working 
environment in accordance wi th 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 tha t 
laws of the State in which the lands are situated are more restrictive 
than the provisions i n this paragraph, then the State laws apply. 

Lessee w i l l comply wi th all provisions of Executive Order No. 11246 of 
September 24, 1965, as amended, and the rules, regulations, and 
relevant orders of the Secretary of Labor. Neither lessee nor lessee's 
subcontractors shall maintain segregated facilities. 

Sec 15. SPECIAL STIPULATIONS -

Sec. 9. (a) TRANSFERS 

C5 This lease may \ insferred in whole or in part to any person 
association or corporation qualified to hold such lease interest.' 

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

O This lease may only be transferred i n 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 wri t ing 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 al l future obligations under the lease or the 
relinquished portion thereof, whichever is applicable. 

Sec. 10. DELIVERY OF PREMISES. REMOVAL OF MACHINERY, EQUIP­
MENT. ETC. - A t such time as al l portions o f this lease are returned to 
lessor, lessee 3hall 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 i t elects to 
or as required by the authorized officer. Any such structures, ma­
chinery, equipment, tools, and materials remaining on the leased lands 
beyond 180 days, or approved extension thereof, shall become the 
property of the lessor, but lessee shall either remove any or all such 
property or shall continue to be liable for the cost of removal and 
disposal in the amount actually incurred by the lessor. I f the surface is 
owned by third parties, lessor shall waive the requirement for removal, 
provided the third parties do not object to such waiver. Lessee shall, 
prior to the termination of bond l iabi l i ty 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 
wi th applicable laws, existing regulations, or the terms, conditionsand 
stipulations of this lease, and the noncompliance continues for 30 days 
after written notice thereof, this lease shall be subject to cancellation by 
t h e l e s s o r O n l y b y i n d i H a l n r f H - ^ i n i T , T h i « n r n v i a i n . , . h o i 
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Sec 14. SPECIAL STATUTES - This lease is subject to the Clean Water 
Act (33 U.S.C. 1252 e t seq.), the Clean A i r Act (42 U.S.C. 4274 e t seq.), 
and to al l other applicable laws pertaining to exploratior 
min ing operations and reclamation, including the Surf 
Control and Reclamation Act of 1977 (30 U.S.C. 1201 e t s. 

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

? This coal lease i s subject to a l l p r i o r existing r i g h t s 
g lessees & other mineral lessees and surface users. 
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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 le g a l encumbrances or pre-existing land uses that would 
impede or prevent coal mining on the t r a c t . 
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c. 15. SPECIAL STIPULATIONS (Cont'd.) -

• . "No portion of the 1998 Coal Leasing Area Resource Plan Amendment sha l l be construed to 
: iqu i r e BLM to act i n the role of a party to mediation or mit i g a t i o n e f f o r t s between 
n i g r a l or surface interest holders. 

Application of Richardson Operating 
Co. 
Record on Appeal, 1326. 

RECEIVED 

FEB 0 8 2GG1 

BUR. OF LAND iviGMT 
N.M.S.O. SANTA FE 

T H E UNITED STATES OF AMERICA 

SAN JUAN COAL COMPANY By 

Company or Lessee Name 

_ . , „ s _ ^ r , 1 

I S (Signature of Lessee) 

" President 
Carsten 

(Signing Officer) 
F . G o f f " 
S f a r p D i r f t r t o r 

(Tide) 

February 06, 2001 

(Title) 

FE8 2 3 2001 
(Date) (Date) 

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

This form does not constitute an information collection as defined by 44 U.S.C. 3502 and therefore does not require OMB approval 
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DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGKMENT 

OIL AND GAS LEASE 
(COMPETITIVE PUBLIC DOMAIN LANDS) 

Loud Office and Serial Number 

MM 4465 

THIS IDEKTUKE OF LEASE, eotered into, as of APR - 1 1968 . by and between 

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

t u | n Production Corporation 
9. 0. Beat 234 
FarttlngCoft* Mexico 87401 

hereinafter called the lessee, under, pursuant, and subject to the terms and provisions of the Act of February 25,1920, 
(41 Stat. 437), as amended, (30 U.S.C. Sec. 181 **if). hereinafter referred to as the Act, and to all reasonable regu­
lations of the Secretory of rbe Interior now ot hereafter in force when not inconsistent with any express and specific 
provisions herein, which nre mads * part hereof. 

WITNESSETH: 

Sec. 1.- Mgbts of lassee. That the lessor, in consideration or rents end royalties to be paid, aad the conditions and 
covenants to be observed BS herein set forth, does hereby grant and lease to Ihe lessee the exclusive right and privi­
lege (o drill for, nine, extract, remove, and dispose of ell the oil and gas deposits, except helium gas, in oi under the 
following-described tracts of land situated in the field: 

San Juaa 

T. 30 S. 14 V., SMJH 
Sec. 27t SE% 
See, 31: Lota 1, 2, 3, 4, V\i\ 

«- * . FILED OR RECORDED ."^IT 7 :j 

tm i^lFA0E_£C2— 

- At\U. 18 

containing 483»88 Acres, more or less, together with the right to construct and maintain thereupon all 
wutks., buildings, plants, w»i«rways, roads, telegraph or telephone lines, pipelines, reservoirs, tanks, pumping sta­
tions, ot other structures necessary to the full 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 
Sccri-J iry of Ihe Interior, the provisions of said 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) flvnJ* (1) To inbintain any bond furnished by 
the lessee as a condition for the issuance of this lease. 

(2) To furnish prior to beginning of drilling 
oporrtlions and maintain at nil times thereafter a* 
requiwd by c>>' )••••»' • *"">* >» »»» *tm of 110,000 
with eppioved corporate surely, oi with deposit of 
United States bonds as surely iherafor, eonrillienwi upon 
lompttanee with the terms of this lease, unless a bond 
D that amount is already being maintained or unless 
uch u bond futniahod by an operator of the lease Is 
eeeprntl, or unless a bond has been filed under 
3 CFR 3126.1 applicable to thia lease. 

•(b) Ci>o/>«»»«i'v« »»*«.•( t<lnn. Within thitty (30) days 
t demand, or, if the leased land is committed to an 
Jproved Unit or cooperative plan and ouch plan lis 
rminated ptiot to the expiration of this lease, within 
irty (30) dnvs of demand made thereafter, to subscribe 
»nd to operate undar such reasonable cooperative or 

it plan foe the development and operation of the area, 
;lil. or pool, oi part there"', embracing the lands in-
rded herein as the Secretary of the Interior may then 
terroine 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 
necessary to protect Ure leased land fiom drainage by 
wells on lands not the property of the ) • * • « , or Units 
»r <h» uniMtf states tensed nt« lowet loyalty idle, or as 
to Which the royalties and rentals are paid into different 
funds than are thoaa af this laaaa; or In ItCU 0( any 
fVt Of ailCh rlliHtng and production, with the consent 
of the Director of the Geological Survey, to nome«o««u 
th* u««o>, in Ml, »aeh month for the estimated loss 
ol royalty through drainage in the amount determined 
by said Director. 

(?) At the election of tha lessee, to drill and 
produce other wells in conformity with any system of 
well spaciog or production' allotments affecting the 
field or area in which the leased lends ere situated, 
whicb is authorized and sanctioned by applicable law 
or by d>e Secretary of the Interior. 

(3) Promptly after due notice, in writing, to 
drill end 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) Rental* <mJ royalties. (I) To pay rentals aod 
royalties in amount ot value of production removed ot 
sold from the leased lands BB set forth in the rental and 
royalty schedule attached to and made a part hereof. 

(2) I t is expressly agreed that tha Secretary 
of Ihe Interior may establish reasonable minimum values 
For purposes of computing royalty oa any or a l l o i l , gos, 
natural gasoline, and other products obtained from gas, 
due consideration being given ro tha highest price paid 
for a part or toe a majority of production of l ike quality 
i n the some f ie ld , to the price received by the lessee, 
to posted prices, and to olher relevant matters and, 
whenever appropriate, after notice end opportunity to 
be heard. 

(3) Wlren paid in value, such royallies on pro­
duction shall he due and payable monthly on the last 
day of the month next following the month in which 
produced. When paid In amount of production, such 
royalty products shall be delivered in merchantable 
condition on the premises where produced without cost 
to lessor, unless otherwise agreed to by tha 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 shall tbc lessee be required to bold such 
royalty o i l or other products in storage twyond the last 
day of the month next fol lowing the month in which 
produced nor be responsible or be Id liable for the loss 
or destruction of royalty o i l or other products in storage 
from causes over which he has no control. 

(4) Rentals or minimum royalties may be 
waived, suspended, or reduced; and royalties on the 
entire leasehold or any portion thereof segregated For 
royalty purposes may ba reduced i f the Secretory of the 
Interior finds that, for the purpose of encouraging the 
Che greatest ultimate recovery of o i l or gas and in the 
interest 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) Paymenti. Unless otherwise directed by the 
Secretary of the Interior, to make rental, royalty; or 
other payments to the lessor, to the order of the Bureau 
•jrf Land Management at the places mentioned in the 
regulation 43 CFR 3102.2- Jf 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 ahall automatically terminate the 
lease by operation of law. However, i f the time for 
oayment fa l l s on a day in which the. proper Land Off ice 
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. 

( f ) C o n t r a c t s ;n r d i s p o s a l n f p roduc ts . T o f i l e W i t h 

the Oi l and Gas Supervisor of the Geological Survey 
not later than thirty (30) days after the effect ive dote 
thereof any contract, or evidence of other arrangement 
for the sale or disposal of o i l . gns. natural gasoline, 
and other products of the leased land; Provided, Tl>*t 
nothing in any aueh contract or other arrangement shall 
be constiued ss modifying any of the provisions of 
this loase, including, but not limited to. provisions 
relating to gas waste, taking royalty in kind, and the 
method of computing royalties duo ac based on a mini , 
mum valuation and in accordance with tha O i l end Gas 
Operating Regulations. 

I 
(g) Statement* plats, and reports. At such limes 

and In such form as the lessor may prescribe, to furnish 
derailed statements showing the amounts and quality 
of a l l products removed and a d d from tha 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 with respect to stockholders, investments, 
depreciation, and costs. 

(h) Well r rcuiaV To keep a daily dr i l l ing teenrd. 
a log . and complete information rm a l l we l l surveys 
and tests in form acceptable to or prescribed by the 
lessor of e l l w«lls drilled oa the leased lands. 

and aft acceptable recotd of all subsurface invesiigi-
Uons affecting said lands, and to furnish them, c 
copiers ihctcof, to the lessor when requited. All in 
formation obtained tinder this paragraph, upon the requc« 
of leeKQo, shal l nol l>e open to Inapeetion by the pubJi-
until ihe expiration of the lease. 

( i ) I n s p t t i i t m . To keep open at a l l rcasonabl 
ttinaa for the inspection of eny duly authorized v>ffji;e 
of the Department, the leased premises and a l l wall* 
improvements, machinery, and fixtures thereon imrf al 
books, accounts, maps and records relative ta operation! 
sod surveys or investigation!! on the leased lands-o 
under the lease. A l l information obtained pnrsnan 
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 ) U i l i c e n r e , pre v e n t i o n n f w a t t * , l e d l l h and I r f / i l ; 

of workmen. To exercise reasonable diligence in di lH 
ing and producing the wells herein provided for units* 
consent ra suspend operations temporarily is granted bj 
the lossi>r; to carry on a l l operalions in accordance wi l l 
approved methods and practices as provided in the Oi 
and Gas Operating Regulations, having due regard foi 
the prevention o l wat t s of a i l or gas or damage r< 
deposits or formations containing o i l , gas, or watei 
or to coal measures or orher mineral deposits, for con* 
servotion of g«* energy, for the preservation and con­
servation of the property for future productive operalions. 
end for the health and safety of workmen end employees; 
to plug properly and effect ively alt wells dril led in 
accordance w i l h th& prpviaions of this lease or ol any 
prior lease or permit upon which the righr in this leu«<> 
was predicated before- abandoning the same; curry 
out at expense of the lessee a l l reasonable «>rdcts 
of the lessor relative l o the matters in this paragraph, 
and that on failure r>f the leanee so to do the Icnsor 
shal l have the r ight ' to enter on the property ti.nd lo 
accomplish the purpose of such orders'at the lessee's 
cost: Provided, Tbm the lessee shal l not be held 
responsible for delays or casualties occasioned by 
causes beyond lessee's control, 

(k) Tuaw.1 and -wtfges, freedom of purchase. To 
pay when due. a l l taxes l awfu l ly assessed and levied 
under the laws of the Store or the United States upon 
Improvements, o i l and gas produced from the lands here­
under, or olher rights, property or assets of the U-E'SOB; 
to accord a l l workmen and employees complete freedom 
of purchase, end to pay a l l wages due workmen and em­
ployees at least twice each month In the lawful money 
of the United States. 

(1) Eqttal Opportunity CIUUSK. During the perform-' 
ance of thia contract Ihe lessee agrees as follows: 

(1) The lessee w i l l not discriminate against 
any employe* or applicant for employment because of 
race, creed, color, or national origin. The lessee w i l l 
take affirmative action to ensure that applicants ere 
employed, and that employees are treated during em­
ployment, without regard to their race, creed, color, or 
national origin. Such action ahull include, but not be 
limited to the fo l lowing : employment, upgrading, 
demotion, or transfer; recruitment or recruitment ad­
vertising; layoff or termination; rates of pay or other 
forms of compensation; and selection for training, 
including apprenticeship. The leasee agrees to posr 
in conspicuous places, available to employees and 
applicsnts for employment, notices to be provided by 
the contracting officer setting forth the provisions o( 
this nondiscrimination clause. 

(2) The lessee w i l l . In a l l solicitations or 
advertisements for employees pieced by or on behalf 
of the lessee, state that n i l qualif ied applicants w i l l 
receive consideration for employment without regard 
to raca, creed, color, or national origin. 

f3) 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 con­
tract or understanding, a notice to be provided by 

2 
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the agency contracting officer, advising the labor 
union or workers' lupteserttiiUve of the lessee's 
commitments vinder Section 202 o l Hxecutive Or­
der No. 112*6 of .September 2d, 1965. and shal l post 
copies of the notice In conspicuous plnees available 
to employees and upplicants for employment. 

(4) The lessoc w i l l comply with a l l provisions 
of Executive Order No. 112-46 of September 24, 1965,ahd 
of the rules, regulations, and relevant orders of the 
Secretary of Labor. 

(5) The lessee w i l l famish a l l information and 
reports required by Executive Order No. 11246 of 
Septembor 24. 1965, nnd by the rules, regulations, and 
orders of rhe Secretary of Labor, or pursuant thereto, 
and w i l t permrt access to liis books, records, und 

• accounts by the contracting agency and the Secretary 
of Labor for purposes of investigation to ascatt.-ilrt 
compliance with such rules, regulations, and orders. 

(6) In the event of the lessee's noncompliance 
with the nondiscrimination clauses of this contract or 
wi th any such rules, regulations, or orders, Ihis contract 
may be cancelled, terminated or suspended in whole or 
in part and the lessee may bo declared inel igible for 
further Government conttocts in accordance with pro­
cedures authorized in Executive Order No. 11246 of 
September 24. 1965, and such other sanctions way he 
imposed und remedies invoked as provided in Execu­
tive Order Nn. 11246 of September 24. 1965. or hy rule, 
rugulurion. or order of the Secretary of Labor, or as 
otherwise providod by law. 

(7) The lessee w i l l include tha provisions ot 
Paragraphs (1) through (7) in every subcontract or pur­
chase order unless exempted by rules, regulations, or 
orders of the Secretary of Labor Issued pursuant to 
Section 204 . . f Executive Order No. 11246 of Sep­
tember 24, 1965, so that such provisions w i l l he binding 
upon each subcontractor or vendor. The lessee w i l l 
take such action with respect to any subcontract or 
purchase order AS rhe contracting agency pray dlroct 
as a means of enforcing such provisions including 
sanctions for noncoroplionee: Provided, however. That 
in the event the lessee becomes involved In, ot is 
threatened w j i h , l i t igat ion with a subcontractor or 
vendor as a result of such direction by-the contracting 
agency, the lessee may request the United Srare* to 
enter into such IHiogtion to protect the interests of 
the United Stales. 

(IB) Assignment of o i l und gns lease or interest 
therein. A* required by applicable law, to t'il« for 
approval by ihe lessor any instrument of transfer made 
of this tease or any interest therein, including assign­
ments o l record t i t l e , operating agreements and 
subleases, working or royalty interests, within ninety 
(90) days from rhe data of f ina l oaecntlon tharaof. 

(n) Pipelines to purchase or convey a l reuxonahle 
rates urul without ilisvrirninitiioii, ] f owner, or operator, 
or owner of a controll ing interest In any pipeline or 
of any corep.'.ny operating the aame which may b« 
operated accessible ro the Oil or gits derivarl from 
lands under this lease, to accept and convey and, i f a 
purchaser of such products, to purchase at reasonable 
rtttas and without discrimination the o i l or gas of the 
Govetnmont or of any cit izen or company not thn owner 
of any pipalint*. operating a lease or purchasing or sell* 
ing o i l , gas, natural gasoline, or other products under 
the provisions of the Act , or under Ihe provisions of the 
Act of August 7. 1947 (61 Stat. 913; 30 U.S.C. SSI). 

(o) Lands patented utitb o i l and gas deposits re­
served* to t i e United States. To comply with a l l 
statutory requirements and regulations thereunder, i f 
the lands emhrrrced herein have been or shall hereafter 
be disposed of under the !aw« tasarvb»K t r> tha 
United States the deposits of o i l and gas therein, 
subject to such conditions as are or may hereafter be 
provided by the laws reserving such oi] or gas. 

(p) Reserved or segregated lands. If any of thw 
land included in this lease Is embraced i n a reservation 

or segregated for any particular purpose, lo condt 
operations thereunder in conformity with such ivqui 
motils as may IMT m:»de by rhe Director, Birrcun of LA> 
Manari^ment. for the protection and UHV of t l . . - l.-.nd 
the purpose for which i t wns reserved ur ^•Ji'.nrgat* 
So far as muy be c o n s i s t e n t w i t h rhe use t , l the Iff 
for the purpose of th is least , which lattur ' h a l l 
regarded an the dominant use unlri&s otherwi.».i' uiuvitl 
herein or separately stipulated. 

(q) Protection of siurfuen, n i t twol 'csuprr.-::- .t ' t .l i 
ttrnvcittont.'t. To take such reasonable steps m;iy 
needed lo prevent operations on the le»svd lands fr 
unnecessarily: (1) causing oreonrribuilng to soil crosi 
or Jarnafcini; crops. Including foruge, and liiiibwr (;tti« 
•hereon or on Fcclcrifl pr̂  pop-Federal Imrds in ihe vie 
Iry; (2) polluting air1 fend water; (3) damaging Improi 
ments owned by the United States ot <jtlie« parties: 
(4) destroying, damaging or removing fossil : ; , hixii.ric 
prehistoric mins, ur artifacts* and upon r»ny pbrtinl 
total tuHiiquishmeW"%?4rMH , J4Hncell3tioi» ot ex-iiriiti ' 
of thj«' lease, or at any other time prior t l i r rc to wh< 
required and to Ihe extent deemed necessary by I 
leti-sor to f l i t any pi ts , ditches and olher estcuvHlion 
remove or cover u)l debris, and so far as rcn'.-onab 
possible, resrnru the surfnee of the leased bind -»t 
access robtls to their former condition, including thv t 
moval of structures ss and If required. "The lossor mi 
prescribe lire steps rr> b« taken end. restoration ro I 
Made with rvspect to tht? leased lands and iinprovcmtn 
(hereon whether or nut owned by rhe United Stale: 

( r ) O v e r r i d i n g r o y a l t i e s . No t t o c rea te ovyr r id ix 
royalties In excess of f i v o percent except AM ntherwii 
authorized try the regulations. 

( s ) P o l i v i - r p r e t i l i s i - * i n r t t s u o f f o r f e i t u r e 1 
deliver up to tltvs lessor in good order and condition tl 
iand leased including t i l l improvements which ai 
necessary for the preservation of producing i r r l l ; 

See. 3. The lessor reserves: 
(b) littxcmvrttx and rijubl^.nf.u'ay. The right l 

permit fot ji»int or sfevertil UKt- trasementr*. ot tight* 
of-wny, including easements in tunnels upon, througf 
or in the lands leasori, occupied, or used »*s may b 
nectajtucy or appropriate to th* working of the same t 
ol other lands containing the deposits doar-riheil in th 
Acl , and the treatment and shipment of products iherer 
by or under suthoiity of the Government, i ts lessees i 
permittees, and for other public purposes. 

(b) l)i.\f*r.sitioit of sntfitcv. The riirhi lo least, 
se l l , or otherwise dispose o f the surface of lite It*,**:, 
lands midtr uxisl ing law or laws hereafter unacted, ituio 
far as soid surface is nor ni t essnry for the use ol iln 
lessee in the exttw.tion and retnovul of tht? o i l -..n l \;;v. 
therein, or to dispose of any resource in such hind: 
which w i l l nol unreasonably interfere wi th , opcrtiiiun* 
tinder this lease. 

(c) Aoriopuly nrtd fu i r t>rirus. Ku l l power' imt 
authority to promulgate and enforce a l l orders necessarj 
tn insure the sale of the production of the laa«*<t landt 
tn the United States and lo the public ni reasonablt 
prices, to protect the interests nf the United Slules. >•. 
prov»ni monopoly, and to safeguard the publii : w e l f j t u . 

(d) Helium. PursuMiit \,t Sec. 1 of lire Act, .its 
amended. Ihe ownership and the right to extract lit-lium 
from s l l gas proctucud tinder this lease, subject to such 
rules and rr;gulnlions as ahull bo prescribed by rhe 
Secretary of the Interior. In ease tho Ivssor elects to 
take the helium,,ihe lessee shall deliver a l l gas con­
taining same, or portion thereof dcsi ied, \o the lessor 
at any point on tha leasoil premises in rhe manner 
required by the lassor. for the extraction nf ihe helium 
in such plant ot reduction works fot that purpose HS the 
lessor may provide, whereupon the residue shall be 
rwlurned lo the lessee with no substantia] tUrloy tn tha 
delivery or gos produced from the wtrll to the purchaser 
Uvuittot. The lessee shall not suffer a diminution of 
voluo of Ihe gan from which tht* helium hair baert ex* 
Iracted. or loss otherwise, for which hu is not reason-
nhly compw'ustatad, save for the value of the helium 
extracted. The lessor furiher reserves the right to erecl. 
maintain, and operate""any und rill reduction works, and 
other equipment nocossary for the- extraction of helium 
on the premised l/>o».--i 
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V 

ram 3120-9 UNITED STATES 
(February 1965) DEPARTMENT OF THE INTERIOR 

l U m " i t - W BUREAU OF LAND MANAGEMENT 

RENTALS AND ROYALTIES FOR OIL AND GAS LEASES 

S C H E D U L E " A " -

R E N Y A L S - T O pay the lessor In advance on or before tha 
first day of the month la which the tease laaoes a rental at 
She. following rates: 

a. If the land a are wholly outside tha known geologic 
structure of a producing oil or gas field: Bo .cent* par 
• ere or fraction thereof for each laaa« yea'. 

b. Oil leases wholly or partly within the geologic structure 
of a producing oil or gaa field: 

I . If not corntsittsd to a cooperative or unit plan which 
Includes a wall capable of pro-lacing ell or gne and 
contain* a -Conors] pr-ovialon for allocution of pro­
duction beginning - with the drat lease- year alter 
30 days* notice that all or part of tho land la in­
cluded in such a atructuro and for each y-ctir there­
after, prior to a dlacovery ol oil or gaa on tho lands 
herein, S2 par acre or fraction thereof. 

N ONCOM P E T l T l V E 

2, On the lands committed to an approved cooperative 
or unit plan which Includes a well capable ef pro­
ducing oil or gaa audi contain* a general pfovtalun 
for allocation of production! for the lands not with­
in tho participating; arcs an annual rental of SO cents 
per acre or fraction thereof each lease year following 
discovery, 

MINIMUM R O Y A L T Y . T e pay the leaaor in lieu of rental at 
the expiration of each lease year after discovery a minimum 
royalty of t l por acre or, If there i s production, the difference 
between the aotual royalty paid during the year and the pre­
scribed minimum royally of XI par acre, pnvided that on 
ualttsed leasee, the minimum royalty ahatl he payable only 
on tho participating acreage. 

ROYALTY ON PRODUCTION. To pay tie lesoor XVA percent 
royalty on tho production removed or sold from the leased lands. 

S C H E D U L E " B " - C O M P E T I T I V E 

R O Y A L T Y ON PRODUCTION. To pay tho lessor the following 
royalty on production removed or sold from UM leasod lands. 

1. Whop the average production for tha month In barrels 
por well per day l-v-

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 
O V E R N U T 

O V E R 

P E R C E N T 
or 

ROYAI-TY 

SO I 2 . S 130 ISO 19 
50 60 13 ISO 200 20 
60 70 14- 200 2SO 21 
70 80 15 250 30O 22 
80 90 16 300 3S0 23 
90 uo 17 3 SO 400 24 

110 no 18 400 25 

2. Oa gaa. Including inflammable gas, hellnn, carbon 
dioxide and a l l other natural gases and mixtures 
thereof, and on natural or csalngbead gasoline and 

other liquid products obtained from gaa; whan the 
average production of gaa per Wall por day for the 
month does net 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 aueh liquid 'products to ba 
net after an allowance for tha cost of manufacture. 

MINIMUM R O Y A L T Y . To pay the' lessor In lieu of rental at 
the exprletioo of each leaae year after discovery a minimum 
royalty of SI per sera or. I f chore ia production, the dlfferanco 
between the aotual royalty paid during tha year end the pre-
anribed minimum royalty of SI per acre, provided that oa 
unitized le&&es, the minimum royalty shell he payable only 
en the participating acreage. 

R E N T A L S . To pay the lessor in advance on or before the 
first day of the month in which the leaae issued and for each 
lease year thereafter prior to a discovery of oil or gas on the 
fcaeod lands, an annual rental of$2 per acre or fraction thereof. 

NOTICE 

The average production per well per day for oil and gas shall be 
determined purauant te 30 C F R , Part 221, " O i l and Gas Operating 
Regulations.'* 

In determining th* amount « value o| gaa and liquid products produced, 
the amount or value ahell be net after an allowance for the cost of 
manufacture. Tt,e allowance for coat of manufacture may exceed two-
third e of the amount or voluo of any product only oa approval by the 
Sccrotsry of the Interior. 

Application of Richardson Operating 
Co. 
Record on Appeal, 1330. 

OPO e«7-e»s 



RunDate/Time: 11/02/01 09:38 AM 

DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

Page 1 of 2 

01 02-25-1920;041 STAT0437;30USC181ETSEQ 
Case Type 311211: O&G LSE SIMO PUBLIC LAND 
Commodity 459: OIL & GAS L 
Case Disposition: AUTHORIZED 

Total Acres 
1,840.000 

S e r i a l Number: NMNM-
Name & Address 

Serial Number 
NMNM--019163 

- 019163 
Int Rel % Interest 

DUGAN PRODUCTION CORP 
QUESTAR EXPL & PROD CO 
RICHARDSON PRODUCTION CO 

PO 8OX420 
1331 17THST#800 
1700 LINCOLN #1700 

FARMINGTON NM 87499 
DENVER CO 80202 
DENVER CO 80203 

OPERATING RIGHTS 0.000000000 
LESSEE 100.000000000 
OPERATING RIGHTS 0.000000000 

Mer Twp Rng Sec STypSNr Stiff Subdivision 

S e r i a l N u m b e r : NMNM— - 019163 

District/Resource Area County Mgmt Agency 

23 0300N0140W017 ALIO 

230300N0140W018 ALIO 
23 0300N0140W019 ALIO 
23 0300N0140W 020 ALIQ 

ALL; 

SE.S2SW; 
ALL; 
W2; 

FARMINGTON 
FARMINGTON 
FARMINGTON 
FARMINGTON 

SAN JUAN 
SANJUAN 
SANJUAN 
SAN JUAN 

BUREAU OF LAND MGMT 
BUREAU OF LAND MGMT 
BUREAU OF LAND MGMT 
BUREAU OF LAND MGMT 

S e r i a l Number: 
Act Date Code Action Action Remarks 

07/22/1973 387 CASE ESTABLISHED SPAR25; 

07/23/1973 888 DRAWING HELD 

09/10/1973 237 LEASE ISSUED 

10/01/1973 496 FUND CODE 05,-145003 
10/01/1973 530 RLTY RATE - 12 1/2% 

10/01/1973 868 EFFECTIVE DATE 

10/01/1973 909 BOND ACCEPTED EFF 05/01/67,-NM0140 
06/30/1981 500 GEOGRAPHIC NAME UNDEFINED FLD; 

06/30/1981 510 KMA CLASSIFIED 

02/24/1982 315 RENTAL RATE DET/ADJ $2.00; 

04/30/1982 140 ASGN FILED MTN FUEL/CELSIUS 
05/19/1982 139 ASGN APPROVED EFF 05/01/82; 

01/10/1983 512 KMA EXPANDED 

01/10/1983 650 HELD BY PROD - ACTUAL 

01/10/1983 658 MEMO OF 1ST PROD-ACTUAL CA NMA-011,#1 CLB 

04/13/1983 932 TRF OPER RGTS FILED 

05/16/1983 933 TRF OPER RGTS APPROVED EFF 05/01/83; 
07/18/1983 512 KMA EXPANDED 

08/02/1983 246 LEASE COMMITTED TO CA NMA-0011 EFF 11/15/82 

10/19/1983 932 TRF OPER RGTS FILED 

11/29/1983 102 NOTICE SENT-PROD STATUS 
12/14/1983 658 MEMO OF 1ST PROD - ACTUAL CA NMA-069,#1 CLB 
01/05/1984 512 KMA EXPANDED 

02/06/1984 933 TRF OPER RGTS APPROVED EFF 11/01/83; 
09/26/1987 974 AUTOMATED RECORD VERIF MLM/CB 
10/20/1988 963 CASE MICROFILMED CNUM 106,530 
03/30/1989 575 APD FILED 

'"04/07/1989 575 APD FILED 

05/16/1989 576 APD APPROVED 3 TURKS TOAST NRK 
06/02/1989 576 APD APPROVED 4 TURKS TOAST NRK 
11/06/1989 932 TRF OPER RGTS FILED CELSIUS ENE/DUGAN 
12/19/1989 933 TRF OPER RGTS APPROVED EFF 12/01/89; 
12/19/1989 974 AUTOMATED RECORD VERIF TF/MT 
03/19/1990 932 TRF OPER RGTS FILED CELSIUS ENE/DUGAN 
05/18/1990 933 TRF OPER RGTS APPROVED EFF 04/01/90; 
05/18/1990 974 AUTOMATED RECORD VERIF GLC/MT 

NMNM— - 019163 
Pending Office 

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

r>i iDD/tc-eo M A T ik r rcMncn n v D I M 

Application of Richardson Operating 
Co. 
Record on Appeal, 1331. 

EXHIBIT 



DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

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

05/11/1998 575 APD FILED RICHARDSON OPERATING 

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

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

05/19/1999 974 AUTOMATED RECORD VERIF AT 

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

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

03/21/2000 974 AUTOMATED RECORD VERIF JLV 

05/02/2000 575 APD FILED RICHARDSON OPERATING 

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

Line Nr Remarks 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 

Application of Richardson Operating 
Co. 
Record on Appeal, 1332. 

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 L S E 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 fc Address I n t Re 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 

Mer Twp Rng Sec STypSNrSuff Subdivision District/Resource Area County Mgmt Agency 

23 0300N 0140W 020 ALIO SE; FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

23 0300N 0140W 027 ALIO 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 3 87 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 05,-145003 

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 . 0 0 , -21 /0000000222 

1 1 / 0 9 / 1 9 9 8 084 RENTAL RECEIVED BY MMS $ 7 2 0 . 00 , -21 /0000000238 

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 l \ l 

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

Application of Richardson Operating 
Co. 
Record on Appeal, 1333. 

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 1 of 2 

01 12-22-1987;101 STAT1330;30USC181 ET SE 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 N u m b e r : NMNM-- - 0 9 7 8 4 3 

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

ABO PETROLEUM CORP 105 S 4TH ST ARTESIA NM 88210 LESSEE 20.000000000 

MYCO INDUSTRIES INC PO BOX 840 ARTESIA NM 882020840 LESSEE 20.000000000 

RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS 0.000000000 

YATES DRILLING CO 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 3 

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

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

23 0300N0140W 029 ALIO NW.S2; FARMINGTON SAN JUAN 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 

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

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

1 0 / 1 6 / 1 9 9 6 2 67 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 V E R I F 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 $1680 . 00 , -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 28 

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 111 

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 V E R I F 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 V E R I F 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 

- 097843 
Pending O f f i c e 

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

PURPOSES NOT INTENDED BY BLM 

Application of Richardson Operating 
Co. 
Record on Appeal, 1334. 

EXHIBIT 

ll f -Y 



DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

RunDate/Time: 11/02/01 09:31 AM Page 2 of 2 
09/21/2000 575 APD FILED /2/RICHARDSON OPER CO 

09/21/2000 575 APD FILED RICHARDSON OPER CO 

10/27/2000 576 APD APPROVED 3 WF FEDERAL 2f i 

10/27/2000 576 APD APPROVED 3 WF FEDERAL 29 

10/27/2000 576 APD APPROVED 4 WF FEDERAL 2! i 

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 01EFF 08/01/01 

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

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

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

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

08/09/2001 933 TRF OPER RGTS APPROVED 06EFF 08/01/01 

08/09/2001 974 AUTOMATED RECORD VERIF JLV 

Lino 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 

Application of Richardson Operating 
Co. 
Record on Appeal, 1335. 



DEPARTMENT OF THE INTERIOR 
BUREAU OF LAND MANAGEMENT 

CASE RECORDATION 
(MASS) Serial Register Page 

RunDate/Time: 11/02/01 09:32 AM Page 1 of 1 

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 In t Re l % I n t e r e s t 

ABO PETROLEUM CORP 105S4THST ARTESIANM 88210 LESSEE 20.000000000 

MYCO INDUSTRIES INC P0 BOX 840 ARTESIA NM 882020840 LESSEE 20.000000000 

RICHARDSON PRODUCTION CO 1700 LINCOLN #1700 DENVER CO 80203 OPERATING RIGHTS O.OOOOOOOOO 

YATES DRILLING CO 105 S 4TH ST 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 STypSNr Stiff Subdivision District/Resource Area County Mgmt Agency 

23 0300N 0140W 029 ALIO NE; FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

S e r i a l Number: NMNM— - 097844 
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 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 V E R I F AT 

1 2 / 0 1 / 1 9 9 6 496 FUND CODE 05,-145003 

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 $ 2 4 0 . 0 0 , -21 /0000000838 

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

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 6 6 ; F E D W F 2 9 » 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 IXI 

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 V E R I F J L V 

L i n e N r Remarks S e r i a l Number: NMNM— - 097844 

Application of Richardson Operating 
Co. 
Record on Appeal, 1336. 

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

PURPOSES NOT INTENDED BY BLM 



nDate/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 

u l 12-22-1987; 101 STAT1330;30USC181 ET SE Total Acres Serial Number 
Case Type 312021: O&G LSE COMP PD-1987 960.000 NMNM- - 099003 
Commodity 459: OIL & GAS L 
Case Disposition: AUTHORIZED 

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

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 9 0 0 3 

MerTwp Rng Sec STypSNr Stiff Subdivision District/Resource Area County Mgmt Agency 

23 0300N 0140W 030 ALL ENTIRE SECTION FARMINGTON SAN JUAN BUREAU OF LAND MGMT 

23 0300N 0140W 031 ALIO 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 
Act. Date Code A c t i o n A c t i o n Remarks Pending O f f i c e 
0 7 / 1 6 / 1 9 9 7 1 9 1 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 05,-145003 

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 JLV 

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 

Application of Richardson Operating 
Co. 
Record on Appeal, 1337. 

EXHIBIT, 

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

PURPOSES NOT INTENDED BY BLM 

I f~(e> 
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'' S f f i R e W W »»«»«•* KMMft fnht to vmm thr» casing l? subject to ^ j^vKon WsSS. 

r,-^. \fcFl!i,2i^vl?e-ori?c,t'^°i*^Jl«*s««oorown»;1 Jinwtpcomply with qn>vf HIP provlslnnsor covenant* 
^ t'8.h,£ft p*MJ,,'ef°!!« *« w5?'°"lllwtractsoclalmeil, crpossessed by thofreiwoHttStenM MSuttep i , but shall not extend to. nor affect the ricMs st an« «th«» ti.»M «\ . . t ^ i . _ : .T2SSC_ -?:i"wirnP» 

' i AT "", ,w 1,s»w» zr "*i«nw 59 gciauiimir. oy rot steie4 mall, mwrosscd t»Uie> Postottteo nddrprs 
• of such erasPlBnwas^gwnVthBffcortscttheStqtctnna Oflfm a notice of 1 ltmtt^Bt eaned^t«n 

. specify ing the default for which cBnwlWitlon Is to W^vtfWMnM dbys front ^SXStSmBS^ 

• J f U f l S t ^ rhin cxfmd „ »„* w„i the heir*, Mccut«U Mnrtnbl^ 

. . mwy term .hereof, the. lessee, may f onttnw i n | 5 tMse tn lull lamland c«cc t for an mid ilomfl ™rm of «vl Wi 
, yean andos lone thereafter as oil and eas In ttavinre auahtuw«: «r •uh.iTl i L ^ f. X ̂ ;^7_U.%." 

,. j»6, « the ItsseoishaU-have maintained this lease li accordance with the provisions hereof and it at th» 
, expltatlgn ol the secondary lerm-pmHM lrcteln ell or gas Is not being produced1 on1 sa-4 fendlputc«<*Is then 

fiDRopca In bona fide drill nu «r-nwnhli« eperoUons thereon, this lease rh«U «maln to-iut force' and Melt 
so lone as such operations on; d»lecn«y projected nnd, It they mult In the ptqdHcÛ n of oil or pas"lo. 1™.! 
thereafter u oil end EM In paying fluwwtcs or cither eUltnnM produced U m ^ A ^ S S M ^ l ^ ^ 

' fH'9 c-pcratfens ctfendtae bcyond.the secondary term shall to approved by the-lessor am wmtcn oooffi 
JJle* with the-lessoron erbpforc-thô plratlPn ol said terra, and a report W the mtu' of Si ol: sufl?o2,»n 

tions itaU be made by thqtersw to tte lessor every SO toys and n cessation ot "wh OPPI .tions rot'mm> iffn 20 

•*' > W WHERUOP, the party et the first part has hereunto slBntd ruid tnua j »« 1 , _ ^ 
to Its pmrpleslener of Public | W , the««mo a ^ i O T t h l h ^ W l SS Jtlw ffid ?nd5?ho 

. , lessee has signed this aprcemcnt tho day and year llttst above wrliten.v'̂  .-wuKerr, ant ine 
. • -̂ WTtS OP NEW, MEXICO 

f . , "V : y , : • :. ' ' • '^'^ 

' ' \ t , , u . ' . <<: I.C!.sci?. (S (REAL) 
'' ,©iBtrlbwie* lhl5..th6..,M....vi<t^ MV.i.,,,,day of..,,, B?S.?I9feor.., '•; m 

;,,iv,. sTATtspp«t*s0Hs»Jft«.*.uo..,....;„m,; ,'i •. f • 
, f ! • cpUNTir ô ;..tes.«ye3.ti.....' ...„..,,., r 8 ! •• 
4 , . 1 . ' , « 

•' ' ' °» »w« th».^ai»* ll9y.ef.,,.,,.,)»eo.^ji,s$ .,„.,.,.. X 9 Jfa , 1 P t 5 f, n,,, y „ ) t , M r c i , l t ; r o r c m o 

. - .im ffflJ,UV,te*.«.Ut>Ua ,.,.„.m..,.,.,........ , 

4 , , , n f l * m S n f e 8 the.per5oit..,«™ who executed the foreiHni! Innrumcnt ar.-bo.we, am nshnowleilacaThat..,,., 
* : • ,..,-,,„m-he.nm.n..«s««iteA the samp ns..nm.i)iil...ftre aa and deed, 

this A S K V • h a v c h s r c u n , w w l m y h m a n a n"Wrrt mf 'jH1*'w 11 i r w ̂ «'»' >c;,r 

' ' My comml«lW Expires, ;;y .r;„!t„.p)( | { ? ^ c f ^ ^ . J . ̂  

(ACKNOWKUd.MKNT flV .\TTOHNKV tN IMCTI 

,i I 'Altj Oi'*. Mifii'ipi'i.i. mri.M - I ^ - -

.VV 1 C P U W T y . . OFiH. i ( | l l t<T* . '11 .h lM' t<U,1 i tV . iMi i i , . , . f in . i ' | t 1 ' ' . *' 

On this the...-.-.-...-. ....duy Df,,..,,,,,.,,,,,.,,,.,,,,,,,,,,,,,,,,,,,,,,,,,,,.,,.,.,,,,,.,, V),.„ , personally oppeiiteil 
1 . : b i ' h r e mo. «,.OTi«..,..M.1»....i.......(.«,«,.̂ u,M̂ ;̂M.i,,,ŵ w.„M,.B.,....- ,.„,..,......,.,.,..,.,„„•'.„., .H.M.,,,,,,,,,,.,.̂ .,. , 
ir to mo known to he the p<HGgri„,„,.. wtwt meeuted ilie.forv«ol»iH ln»trutn«nt In livltulf of,.,, .„ , „.;.„,; 

•.M.Mtduy of„..r.. , . . . .«,„.. , , . n , . . . .„.. ,»„.. , , .„ 1 ,M l . , .„„,„., ( . 19,.,,., 
r 

M f . , , „ i . „ n , « M . » M , „ „ i > , t % . t , , , « . , , , , > . . , „ . . . „ . . . , „ . , , , . , „ . . , . . . . . . , , . , , , , , ' „ , , . . , 

Motaiy i'iiiiiici 

, personally npiiwird 

, and acknowledged Ujiti.„„.„.,.he,..,.,..,.,,«x«tttod tlu» same as the free act >n4 «leed ot'v-nh ,..,. „........ ,., 

' In YWTttfii NYHEREOF; I have hereunW set my hand and ntllscd my oftlvhl se it the rtny and yriv In 
this eenllle.tte above written, 

My Cemmissien foptrest .•• • "r'"VtfiiVvm*''''''' 



LEASE NO .£76714. . • APPUOul 

O I L A N D G A S L E A S E ' 
t NO.. .J5=£7M.. 

10 

. to 

THIS AGREEMENT, dated this the iQth. day of ^Oenter* , A. D. 19...52...... made and 
entered Into by and between the STATK OF NEW MEXICO, acting by and through the undersigned, its Com-
mtssloner of Public Lands, thereunto duly authorized, party of the first part and hereinafter called the "Less­
or," and pyroo^flgjcm^ fi£&uJh>rri,^^ 

?..jD^Httj|^ Z7J..9J. 
party of the second part, hereinafter called the "Lessee," whether one or more, 

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

an oil and gas lease covering the lands hereinafter described and has tendered therewith the required first 
payment being not less than the amount required by law and by the rules and regulations of the New Mexico 
State Land Of lice; and 

WHEREAS, all of the requirements of law relative to said 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 of.T.HRBK..THQ!E!AJSO...T)iD.... 
JtWj®Bro BIO _ ( $ 2 1286;70 ) D o u a r 8 i ^ 

same being the amount ol the tender above mentioned, paid In cash, and evidenced by official receipt No....U?r26596 
and ol 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 
and 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 land, for oil and gas, with right for Buch 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....JT.....of....3.W?...v,Uftnl.. 
and more partlculary described as follows: 

..State of New Mexico, 

Application of Richardson Operating 
Co. 

EXHIBIT 



said lands having been awarded to lessee and designated as tract No...0-8 at n public snle held by the 

Commissioner of Public Lands on JPftQeTObar.lOtb. , 19.52 (To be filled In only where lands are 
offered at public sale.) 

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

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

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

2. Subject to the free use without royalty, as hereinbefore provided, the lessee shall pay Ihe lessor as 
royalty one-eighth of the cash value of gas. Including caslnghead 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 the field, or 
(b) five cents ($.05) per thousand cubic feet (m.c.f.), the volume of gos for such purposes lo b; 

computed on a pressure basis ol 10 ounces above an assumed atmospheric pressure nf H.4 pound? 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 60° Fahrenheit lo be assumed and applied In volume computation In all cases where s 
recording thermometer Is not applied by the lessee In gas measurement, and for specific gravity tests at 
the lessee's expense at Intervals not greater than one year In all cases where a recording gravltometer Is 
not employed by the lessee In gas measurement; 

Provided, however, the cash value for roynlty purposes or enrbon dioxide gns ond of hydroenrbon gas deliver­
ed to a gasoline plant for extraction of liquid hydrocarbons shall be equal to tho net proceeds derived from 
the sale of such gas. Including any liquid hydrocarbons recovered therefrom. 

Notwithstanding the foregoing provisions, the lessor acting by Its Commissioner of Public Lands, row . 
require the payment ol royalty lor all or any part of the gas produced and saved under this lease and mark­
eted or utilized ttt a price per-m.c.f. equal to the maximum price being paid for gns ol like klryl nnd qunllly" ; 
nnd under like conditions In ihe same field or nrea or may reduce the royalty value of any such r;ns (to any 
amount not,less, than the net proceeds of sale thereof In the field) the Commissioner ol Public Lands shall 
determine such action to be necessary to the successlul operation ol the lands for oil or gns purposes or to • 
encouragement of the greatest ultlmnte recovery of oil or gas or to the promotion of conservation of oil or 
gas. 

3. Lessee agrees to mnke ful l settlement on the 20lh day of each month for nil rovnlllc!i due the lessor 
for the preceding month, under this lease, nnd to permit the lessor or Its ngents, nt nil rensonnble hours, to ex­
amine lessee's books relating to the production and disposition of oil nnd gas produced, l-essee further agrees . 
to submit to lessor annually upon forms furnished by lessor, verified reports showing lessee's, operntlons lor 
the preceding year. 

4. I t Is expressly agreed that the consideration hereinbefore sr*«.illed is a good, valid and substantial 
consideration and sufficient In all respeets to support each and every covenant herein. Including specifically 
the option gr&nled thS lessee tb pfeveht the termination of this lease from year to yeai\ by- tite "payment . qr ,, 
tender of the further rental hereinafter provided for. 

Ari annual rental, at the rate of /Z5£ per acre shall be-.on... due nnd pnynble to the lessor by th? 
lessee, or by any transferee or assignee of the same, or any part hereof, where such:transferee or assignee 
has been recognized, and such transfer or assignment approved by the lessor os hereinafter; provided, upon 
each acre of the land described and then claimed by such lessee, transferee or assignee hereunder.' nnd 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 nil of said acreage, lie shall deliver to the Commis­
sioner a duly executed release thereof and In event said lease has been reorded. than he shall upon request 
furnish and deliver to said Commissioner a certified copy of a duly recorded release.: -- ' 

5. The lessee may at any time by pnylng to the State of New Mexico, acting bv Its . Commissioner ot 
Public Lands, or other authorized officer, all amounts then due as provided herein nnd the further sum of Ten 
Dollars ($10.00), surrender and cancel this lease Insofar as the same covers all or any portion of the lands here­
in leased and be relieved from further obligations or liability hereunder, In 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 In any court of law or equity by the 
lessee, lessor or any assignee, to enforce this lease, or any of Its terms express or Implied. 

6. All payments due hereunder shall be made on or before the day such payment IK due. In cash or by 
certified exchange nt the Office of the Commissioner of Public Land* In Santa Fe. New Mexico. 

7. The lessee with the consent of the lessor, shall have the right to assign thlB lease In whole or In pnrt. 
Provided, however, that no assignment of any undivided Interest In the lense or any pnrt thereof nor nny as­
signment of less thnn n Jegnl subdivision shnll be recognized or approved by Ihe lessor. Upon approval In writ­
ing by the lessor of an assignment, the assignor shall stand relieved from all obllgntlons to the lessor with re­
spect to the lands embraced In the assignment and the lessor shall likewise be relieved Irom nil obligations to 
the assignor as to such tracts, and the asslgne shall succeed to all nf the rights and privileges of the assignor 
with respect to such tracts and shall be held to have assumed all of the duties and obllgntlons 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 rctnlned 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 perron 
having actual 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 Innds embraced In this lease shnll 
be Included In any deed or contract of purchase outstanding and subsisting Issued pursuant to nny snle innilc ol 
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 Innds. 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 such l.ands as may be suffered by the purchaser holding such 
deed or contract of purchase, or his successors, by reason of the developments, use and occupation of such 
lands by such lessee. Provided, however, that no such bond shall be required if such purchaser shall waive the 
right to require such bond to be given In the manner provided by law. 

10. In drilling wells all water-bearing strata shnll be noted In the log, and the lessor reserves the right to 
require that all or any part ol 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. 

11. ' Lessee-shall be liable and agrees to pay for all damages to the range, livestock, growing crops or Im­
provements caused by lessee' --"rations on said lands. When requestr "-• the lessor, the lessee shall bury 
pipe-lines below plow depth) 



•e any machinery or fixtures placed, 'd premises, nor draw the casing 
irom any well unless and unl.. * lyments and obligations due the l e s i ^ ir the terms ot this agreement 
shall have been paid or satlsfled>rrte lessee's right to remove the casing l i ̂ abject to the provision ot para­
graph 10 above. 

13. Upon failure or default of Ihe 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 ahall extent to and In­
clude all rights hereunder as to the whole of the tract so claimed, or possessed by the leasee 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 aueh cancellation shall 
be made, the lessor shall mall to the lessee, or assignee so defaulting, by registered mall, addressed to the 
postofllce address of such lessee or assignee as Bhown by the records of the State Land Office, a notice ot 
Intention ot cancellation specifying the default for which cancellation Is to be made, and If within 80 daya 
from the date of mailing said notice Ihe said lesseee or assignee shall remedy the default specified In said 
notice, cancellation Bhall not be made. 

14. Al l the terms of this agreement shall extend to and bind the 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 fu l l force and effect for an additional terra ol live 
(5) years and as long thereafter as oil and gas In paying quantities, or either ol them Is produced from the 
leased premises, by paying each year In advance, as herein provided, double the rental provided herein lor the 
primary term, or the highest rental prevailing at the commencement ol 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. 

lfj.< 11 the lessee shall have maintained this lease In accordance wilh the provisions hereol 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 lease shall remain In fu l l force and 
effect so long as such operations are diligently prosecuted and, 11 they result in the production ol oil or gas, 
so long thereafter as oil and gas In paying quantities or either of them Is produced from said land; provided, 
however, such operations extending beyond the secondary term shall be approved by the lessor upon written 
application tiled with the lessor on or before the explra tlon of said term, and a report o l the status of all ol 
such operations shall be made by the lessee to the lessor every 30 days and a cessation ol such operations lor 
more than 20 consecutive days shall be considered as an abandonment of such operations and thereupon the 
provisions hereol shall be of no further force or effect. 

IN WITNESS WHEREOF, the parly ol the first part has hereunto signed and caused Its name to be signed 
by its Commissioner of Public Lands thereunto duly authorized, with t^e seal of his offlAp? affixed, and the 
lessee has signed this agreement the day and year first above writtwr / ^--""V? ' i 0 I f l 

rE O F , K E ; i i t ^ f e x i c o . ' 

By .^. i-Sr^T ^ r 

COMM1SS10NEA/OF PUJ^lf} AifyNDS: i ^ s . v i , , 

l o f t , „ , Pres ident - , •.' . , ' 
Distributed this the *7.Sft day of Jfcoeuabet „U*,C-...,.,~.U:t^p./-.jSt.. 

(PERSONAL ACKNOWLEDGEMENT) 1 :. . 

STATE OF ) 

COUNTY OF | M ! 

On this the day of • 19 personally appeared before me 

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

'....he .....executed the same as free act and deed. 

IN WrTNESS WHEREOF; I have hereunto set my hand and affixed my official seal the day and year In 
tids certificate above written. 

Ivly*Commission Expires: Notary Public. 

(ACKNOWLEDGMENT BY ATTORNEY IN FACT) •.• 

STATE OF...U-

COUNTY OF., 

On this the day of 19 personally appeared 

before me, .' '. '. ....„„....:,..i,:.,.„„',r,iii. ,l,i...l,„, 

tO me known to be the person who executed the foregoing Instrument In behalf of 

and acknowledged that Jie executed the same as the free act and deed ol said — . . . 

IN WITNESS WHEREOF; I have hcreunio set my hand and affixed my official seal the day and year in 
this certificate above written. 

My Commission Expires: Notary Public. 

' ' ' (CORPORATE ACKNOWI.F.DGMP.NT ON BACK) 



(ACKNOWLEDGMENT BY CORPORATION) 

STATE OF. 

COUNTY OF.V 

O... 
I SB: 

) 

10: personally npppenred On this the..._£Z .day of. .. .OPTIC?./***!?. 

. . ^ 

to me personally known, who being by me duly sworn did say that he is Vt\*t'JLck^.....(^J%\jldr^^ 

..... _ J^jjLdL^......S^^ 
and that the seal affixed to the foregoing Instrument Is the 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 said 

• _ ^ ^ . ^ . . . . ^ . y . 
: to be the free act and deed of said corporation:. acknowledges said Instrument 

;, IN Wri^E^S/WlIEREOF; 1 have hereunto set my hand-and affixed my official seal the day and year In 
ar^written. ...CZZUiU 

i&Uxto\M(m • fe*pVee $ • Notary Public. 
- t i'-' "VU'M/j!"" •'•'-ii-. i 

m . # A i £ ^ i ^ r i & ; - i , loss 

i I 

' .* ^ . -

Application of Richardson Operating 

Co. 
Record on Appeal, 1346. 
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••..3 J&ASJ3 Nb..;.;.:Sr355i?„;;;;...... 

OIL AND GAS L E A S E 
. Tin^AGllSEMENT, dated 'this the.„..?.§.& .day ot A. U. 19..S2., trade end 

entered Into by and between the STATE OF NEW MEXICO, acting by and through the undersized, Its Com* 
.. mtsslonor of Public Lands, thereunto duly authorized, party of the first part nnd herelimtler called the "Loss-

. or)' and .......„.....«r..Jk.A:^ ..... 
• , L̂ .£̂ ..P.?>;..37̂ ^ • 

.. parly of the secondI part, hWlnaitcr called the ^ 
j WITNESSETH: 

WHEREAS, the said lessee lias filed i'n the office ot the Commissioner ol Public LnitUs art application for 
an oil and gas lease covering tho lands hereinafter described und has tendered therewith the required first pay-

" mcnt being not less thun the amount remitted by law and by the rules and regulations ot the New Mexico State 
.Land Office; and 

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

• •. . THEllEFOltE, for and In consideration of the promises as well ns tho sum of 
•.'..-j/ '^MMMI3^L^M!(^. (S...l&Sa8P......... ) Dollars, the . 
same being the amount of the tender nbovo mentioned, paid in cash, anil evidenced by olilclal receipt Nd?."?.?^ 
and of the further sum of S filing tee, and ot the covenants mill agreements hereinafter contained 
t>n the part ot the lessee to be paid, ttupt und performed, the said lessor has. granted and demised, leased and let, 
und by these presents docs grant, demise, lease and let unto the sold lessee, exclusively, tor the solo and only pur­
pose ot exploration, development und production of oil and/or gas (Itereuti and thcrclrom with the right to own 
till oil and gas so produced and saved therefrom and not reserved na royalty by the lessor tinder the term ot this 
lease, together with rights of way, casements and servitudes for pipe Hues, telephone nnd telegraph lines, tanks, 

j power houses, stations, gasoline plants, and fixtures tor producing, treating nnd caring for such products, and 
,• housing and boarding employees, und uuy und all rights and privileges necessary, Incident to or convenient fur 

the economical operation of said land, tor oil and gas, wilh right fur..such .purposes; to the free use ot oil, gas, 
easlng-hcatl gas, or water from said lands, but not from lessor's water well!;, ttnd Willi the right ot removing cither 

. during or alter the term hereof, oil and any improvements placed «>r erected on lite premises by the lessee, In-
'eluding the right to pull all easing, subject, however, to tho iDmllllinns Imichtattcr set out, the following tlcscrlh-
• rJH land situate In the Count...' . ot i&iJ.!?.?.!? State of New Mexico, and more 
..ffarllcularly.'described as follows! 



nr 
... .« said lands having been awarded Io lessee and designated as tract No..!... .............nt a public sole held by tht? 

Commissioner ot Public Lands on... 10. .. ... (To bo tilled In only-where lands <»o 

" ^ O ^ ^ i ' ^ ^ O , , 0 L ) , s M ,,,,„), a n d nU the rights mid privileges granted licvcuinlvr. to • » » " " ^ 
lessee tor a primary term ot live (5) years front the date hereof, nnd as lung thereafter us oil nnd gas In pay-
I n s f t t t U e * w dltwt of them, Is produced from said land by the lessee, subject to alt the terms and condi­
tions as hereinafter set forth. , , , , „ . . . . 

In consideration ot the premises the pari es covenant anil ngrixMis follows: 
1. Subject to the free use without royolty, as hereinbefore provided, the lessee shall pay the lessor ns 

royalty one-clghlh part ot tho oil produced and saved from tho leased premises or the cash vuiue thereof,!at tiu. 
option of the.lcssor, such value to be the price prevailing the day oil Is run Into a pipe line, It the oil be run in-
to a plpo line, or Into storage tanks, It the oil be utored. . . . 

2. Subject to the free use without royalty, as hereinbefore provided, the lessee shalljuy the -e"°r ' '4 
royally omwiiglith of the cash value of gas, Including ciislti/jiicad gas, produced and saved from the leased pre-
mlscs and marketed or utilized, such value to bo equal to the greater nt the following amounts: 

(a) 'the not increeds derived from sale ot such pus In the Held, or .,...,;..„„,, 
(b> five cents 15.05) per thousand cubic tect (m.e.t.), the volume ot gas tor such V . ^ 0 ; * ! . " ."!..' 

mcior IS noi cmpioyeu vy nn: ie»t.i.- s.i» im.-.i.-.u.«..ui..ii, .••<•• .... .-|.«...» „ , - . „„..,,...„,« 
pensc nt Intervals not greater than one year In nil cases where a recording grnvllonieter Is not enmiojui 
by the lessee In gas measurement i . . . . . . , », , j„ii«ni,.,t 

Provided, however, tho cash value tor roynlty purposes ot carbon dioxide gus nnd ot hydrocarbon gas dclive tit 
to a gasoline plant for extraction of liquid hydrocarbons shall be equal to tho net proceeds derived from we 
sale of such gas, Including any liquid hydrocarbons recovered tltoretrom. 

Notwithstanding I ' 
quire the payment of; 
or utilized nt n.price | 
(lcr llltC Conditions In tun ouim: «. «.»« « j ...» —, .-*';.-- \— r"; r r . - - \ ' 
not less than the noLproccods orsale thereof hi the field) II the Commissioner ot Public Lands t l all Ictcrm e 
tuch action to be necessary to the successful operation ot the lamia Im- oil nr gas purposes or to encouragement 
ot the greatest ultimate recovery of oil or gas or to the promotion of coitseryatloii ol| •''•«* M*v.,, „.„ 

3. Lessee agrees to matte full settlement on IhcZilth day ot each itiunlh tor id royalties due Hie ewer 
for the preceding month, under this lease, and to li.rmlt the lessor or lis agents, at nil \ ^omb o « » l * 
nmlno lessee's boolts relating to the production nnd disposition ot oil nnd gas produced. Lessee furtheron cjes to 
submit to lessor annually upon forms furhlshed by lessor, verlllcd reports showing lesees operalions lor mo 
prcreoMnc^car^ ^ ^ ^ consWctulloit licrelt.betmo speeltlct Is a 
consideration and sufficient In oil respects to support each nnd every covenant 
option granted the lessee lo prevent His t..-inlnafIon of this lease from year to year, by Ihe payment or tenner 
ot the further rental hereinafter provided for. ' An annual rental, ut the rate of <?.?.£ per acre shall become due uttd payable to the• lw*u by tht 
lessee, or by any transferee or Assignee of the same, or any part hereof, where such lianstcroo or tss gnu. I . . s 
been recognized, and such trnnsfer or assignment approved by the lessor ns herelnatler l'vovldcd,'upo t . i . i 
acre ot the land above described and then claimed by suih lessee, transferee or assignee hcrcui tier, ami t u. ucrcoi inc Mini ooovc uescnueii anci wen II.HIMLU uy .-.um . i " " ! .•••»•»>••<••. «• , »_...„ i . , , . 
same shall be duo nnd payable In ndvance to the lessor on. the successive anniversary dates ot tills lease, nut 
the annual rental on nny assignment shall In no event be less Hum Sis Dollars tSOMI. p,.,-,,,...^,..,,. 

tn event the lessee shall elect to surrender nny or all ot said acreage, lie shnll ' l l ' ' l v ' r , , ™ 
rt duly executed release thereof nnd in event said lease has been recorded, then he shall tqiuii request luimsn 
and deliver to said Commissioner u ceiilllcd copy ot n duly rcem-tied release... ,ui„„„,. „r 

S. The lessee may at ..ny time by paying to the Slate ol .NOK .Mexico, acting by is Comnisslo er nt 
Public Lands, or olher authorized officer, nil amounts then due as provided herein and Hie fmlhet sum of TenDO 
lurs (510.00), surrender and cancel Ihla lease Insofar ns the same covers nit or uny lH«tlon o! Iho I * 
leased mid bo relieved trom furth.r obligations or Ilubltlty hereunder, in the manner « « k ™ t o t o W f l . 

• relit reserved tu lite leasee shall tease and become nusoiuiciy 

we assignor as io sucn un»i», unu »».- uaBisiii-i.- MI.IU N I K W H «it u, um .u,..u ; „_..i, 
with respect to such tracts nnd shall bo held to Imvo iisstimvit all i>t tho duties* und oMhjtttlons ot tho nsMnnor 
to the lessor n<» to suih iratls. . . . . ,.... . . . 

a. Lessee msrecs with lonuunubte dlllKuuuu lo utlset till piiyliig nil or gus well* thllleil, within JUU feet ot 
any ot the land covered by lhl« lenno nnd roialnrd lieieuniUr. 

o. TIIU lc.i«io nr.riM to ' *- 1 ' " • ' 
o. TOO IMSMJ rusrcea m'notity'the h S ? ot'lliii hiciillnn'ot iNiili Avill liclorn tiiniiiiundiiR.drilllniJ tiitivcurt, 

to kun'tt ctiiitpldtc and atclitalu log bt each well drilled ami to Mn.lsh <• ct-i.y tlierebt. veriiic. H -J?*'?! 
having ni lual tinowkitgo ht the Ltd;., to the Icswrr.wpim the tompluthm ut tmy vvell, a id to lutnlhlt tM WB.OT-
any unfinished well nt any lime when requested to tin so by the h>ssor. It tmy hinds embraced In this leasei sitau 
lie Included tn any deed or contract ot purchase outstanding and sulfating Issued pursuant to imy sale made ot­
itic surface of sueh lauds prior to the (lain ot this lease, It Is ngrewl mid tnutei stood that im tlrltllmt opera Ions 
shall bo tnmmeiieed im nny im ii l<i">l« *'> sold "''less nnd until tin; lesser <u- his asslgneo shall have Illeil t g )|» 
ttnd sufllt lent bond wilh Iho lessor ns required liy.law, to stitiic Um paymeiit tor such damage to the livesiu : i , 
r.nigo, water, troptfnr tangible Improvements oh sueli lands as ntay be Milteicd by the purchaser )J«ium« .sut» 
iti-cil orenntraet ot punha>'t\ or Ids sueecsstns, by.trcasmi nl the ilevelopmrnts, use nnd occupation of. sii -n 
Itmils l>y silrh lessee. Provided,'however, thai no stivlt Omul shall tn> tcquirctt It such puttlmsur shall waive tne 
right lo require Mich btmd tu Uu given iu llm maimer pinvlded liy Imy. . | , M 

It). In drilling Wells nil waloMiearlng Hiraln slmll be noHd In the log. nnd the lessor reserves the rig it t« 
iiMltilre that uil or ntiy pari of the easing shall be lett In any iioit piodnellvi.. well when lessor deemsi It to•w<~ 
liiierest »)f llm Stole ot New Mexico to mulnte.lU said well nr wells for walcr. Tor .such casing so left Hi wens 
tlio lessor Shall pay to the lesseu Hie reasonable value thereof. , „ , . . . . , . 

11. Lessee shall he llabt« tmd agrees tu pay tm- all ilamait.-s tu tin? liioi;e, llveslnth. giowlni! trot s oi im-
piuvemenls caused by h'ssro'::^jwivitloiu; on said lands. When tei|ne;.teil bv Hie lessor, the lessee sli.ill ouiy, 
pipe-Hues below plow tteplll. ^ 
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 1 2 , IMSW shall not rr A c nny macKllcry or fixtures placed1 on AprcmlsM, rior draw tho caslnl' 
• w » £? y u W c , s , s Md until inpayments and qbllcatlonu duo the lessorWler the terms ot this agreement 

snau tevotwrn paid or satisfied. Tho lessee's right to remove the casing Is subject to tho provision „f para. 
grapit iv above. 
' ^* 3'. t

uf o n f o' l u t. c o rdefaultof the lessceor any osslGnec to comply with nnyot the provisions or covenants 
nercor, the lessor Is hereby authorized to cancel this lease nnd such cancellation shall extend to and Include nil 

so defaulting, 
3 1 .nf.n^l e xif. «t "or otfect the rights ot any other lessee or assignee claiming any portion ot the lands 

< J£.?J!S« £9,7Y-\u , b c c n m a , 1 . o ; Prov'dcd, however, that before any such canceltollon shall be made, tho 
•; 1/̂ 5 £ i n , a U : 0 . , e s s e c , £ r ass'Gn«! so defaulting, by registered mall, addressed to the postoff lee address 

Z l l » l ] } ^ 2 ^ t y ^ " f ^ n b y *he weprdsot the Slate Land Ofllcc, a notice ot Intcnttlon ot cancellation 
«Mi!iy,ES !JM t u l t , o r w ? , c h """-"a-'on »s to be made, and If within 30 days from the dote ot mailing sold 
notice the said lessee or assignee shall remedy the default specified In said notice, cancellation shall not be 
mode. 
•^Ai^^l" 1, 01"".*.?* •w?1

nBfecment' shall cxtcnd.to and bind the heirs, executors, administrators, suc­
cessors ana assigns of the parlies hereto. 
-w... ? S L i t i ? h e 'SMS? s ^ h n v e f f l U c d . 1 0 w.ake.discovery ot oil nnd/or gas In paying quantities during the prf. 
mary term hereof, the lessee may continue this lease In full force and effect for an additional term of f ive (5) 

j- .. • tfcars and ns long thereafter ns oil and gas hi paying quantities, or cither of them Is produced from the leased 
; . • premises, by paying each year In advance, as herein provided, double the rental provided herein for the prl-

mary term, or the highest rental prevailing nt the commencement ot the secondary term In any rental district. 
2̂  M ^ ^ ^ i 0 ! 1 tt-e , a n d s ' 9 * m » * a t t , h c r c o , » **** b o situated, It It bo greater than doublo the «ntai provitiea xor tno primary toinu 

.10.'. M ! n .5 . h s s e e ?. h D a J*"""5 malntolncd this lease In accordance with the provisions hereof and It ot the 
expiration of the secondary term provided herein oil or gas Is not being produced on said Innd but lessee Is then 
engaged In bona tide drilling or reworking operations thereon, this lease shall remain In full force and effect 
jo long as such operations ore diligently prosecuted and, It they result In the prnducllon ot oil or gas soi lone 

• •• thereafter as olt and gas In paying quantities or cither ot them Is produced trom snld land j provided, IOWOVOR 
such operations extending beyond the secondary term shall be approved by the lessor upon written nphllcatton 
t led with the lessor on or before the expiration of said term, ami a report ot the status of nil ot such onera-
, lu"» sliah be made by the lessee to the lessor every 30 days and a ccssatlon ot such operations for more than 20 
consecutive days shall be considered ns nn abandonment ot such operations and thereupon the provisions here-
ot shall bc of.no further forec or effect. 

* • i „ »»WltNESS WHfitjEOP, the party ot the first part has hereunto signed and caused lis name to be sinned 
l»y Its Commissioner ot Public Lands thereunto duly authorized, with the seal of his office affixed, aiid tlio 

.... lessee has signed this agreement the day and year first nbuvo written/ ' 
: i' j&mii ojp NUW MI:XICO a 

11^ j^^^^m^^^^^^^'^iw. 

..£^ia^.^.::.:. 
^M.fd&\A*~sf&&. 

. . . VI (SEAL) 
Distributed Ihis tho l.Ssfl .doy of tfwio.. l f J po ' <l'i:iisi»m. .vtKNf»vi.i:i)ciMi:Ni) 

STATU O P . . . . . . « . t ^ . . * k ^ ...» 
COUNT*' of. Q*byvdUu<tiL*zi*sJ< j s s ! 

On this the Lit... .day of. jf̂ LtA v̂ufL .̂ ( 1B^?..U, personally appeared before me 

Mhj^..cuLku^ua. 
In mo known to be the per.son.„....̂ vlm exceuled the forauU'g.lvrIri'"iW'»..->k'.T.,»'»« • . . . . . . . . 

(PliRSONAL ilCKlBVilEDGIiiEKT) 

1950, personally appeared 

STATE OF TEN1IESSISB 

COUNT* OF SHELDI " 

On this the / & day or 1950, pcpsonnlly appenre 

beforw me ^ / ^ S>S>^<^J?A to tne know to bo tho pt*son 

who executed tho fofecoing instruini-nt no to3iico, nnd ftcknowltdced that he 

executed the same as free act and ducd. 

INYMNESS THEIiEOFPt 1 have hereunto set my hand and affixed lay 

official ecnl tho day and year in this cortilicato above written. 

llotary PuMic 

s .o 

ON 

<L> 
2? 
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