: SFi#39,530 POV R e

Fort 3100-115, : UNITED STATES | seriat No.
{Octobs : DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

_OFFER TO LEASE AND LEASE F‘o'n’ oIL AND GAS.

NMONM 10T

The undersxgned (reverse) offers to lease all or any of the lands in Item 2 that are available for lease pursuant to the Mineral Leasing Act of 1920, as amended and supplemented (30 U.S. C. 181‘
et seq ), the Mmeral Leasing Act for Acquired Lands of 1947, as amended (30 U.S.C. 351-359), the Aﬁomey General's Oplmon of April 2, 1941 (40 Op. Atty Gen. 4I) or the

Ce et : READ INSTRUCTIONS BEFORE COMPLETING
1. Name © SANTA FE ENERGY RESGURCES INC

.Street_:_‘ o 5.-}0?‘ :r ~{ uqujO
City. State, Zip Code 1)

Y 79701

.

2. This application/offer/lease is for: (Check only One) (i‘/PUBLIC DOMAIN LANDS 1 ACQUIRED LANDS (percent U.S. interest )
‘S\'xrfavt:e managing agency if other-than BLM: Unii/Projec‘t i _ M i
Legal description of land requested: ~ *Parcel No.: *Sale Déte (m/dly): v / /
*SEE:ITEM 2'IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R, Meridian State County

Total acres applied for

Amount remitted: Filing fee $ : Rental fee § Total $

. DO NOT WRITE BELOW THIS LINE

3.  Land-included ih_ lease:

"R. 31F Meridian MMEM  sate - NM: " County EDLY -,

R Wo‘f&l ‘acres in lease:
| 7 Rental retained:

orders hereafter promulgated when not inconsistent’ with lease rights gramed or spec1ﬁc provmons of this lease.

NOTE Tlus Iease is ‘issned_to_the high bidder pursuan to, hxs/her duly. executed bid or nomination form submltted under 43\G‘FR 3120 nndjs\subtject to the prov1slons of that bld or
nommatmn and those speclﬁed on this form.

N \ N :
N S N .
- Type and primary term of lease THE UNITED STATES OF AMERICA™ = \-\
»d ’Noncqmpe't.it:ive‘ lease (ten years) by /77/ /ﬂi@ \&, W 7
. _/ o . (Slgmng Officer

LAND LAW EXAMINER, “LUID:&@ ADJUDICATION -TEAM . AJG 20- 1998

V\m\l\\ ¢ \&M\z\mag\

5;(\7‘3:}& ):NtQ\Lﬂ-\ P\BSDURQbS ) SEP - l 1998 .
530 W TE D STEVZEO EFFECTIVE DATE OF LEASE - i — -

MSLAND T YN0

LY . .
¥ Competitive lease (ten years)

(Title) ) ' (Date)’

(Continued on reverse)

0il Conservation Division

Case No.
| Exhibit No.
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BUOK 3L P.&Gi'

»

~

e

4: () Urﬁﬂsxgned Certifies that (1) offeror is a‘citizen of the, United States; an association of such citizens; a municipality; or a corporation organized under the laws of the United Smtes or of any

State or Temtory thereof; (2) all parties holdmg
publlc domain and acquxred la_ ]
leases in each leasing District i

A0 cqmplmnce.w'th 43 CFR 3100 and the leasing authorities; (3): offerox’s chargegble-interests, direct-and indirect, ireach
80 acres in oil and gas leases (of which up to 200,000 acres may be in oil and gas cptions), or 300,000 acres in
iska; u y'.be in opnons {4) offeror is not:considered 2 minor under the laws of the, Statein which the lands covered by this offer are
located; (5) offeror is in compliance with Gualifications égneerni ing Fedétal coal lease; holdings provided in sec. 2(;1)(2}(A) of the Mineral Leasmg ¢ T

n compliance with reclamation

requirements for all Federal oil and gas lease holdings as fequired by sec. 17(g) of the Mineral Leasing Act; and (7) offeror is not in violation of sec. 41 of the Act.
(b) Undersigned agrees that signature to this offer constitutes acceptance of this lease, including all terms, conditions, and stipulations of which offeror has been given notice; ; and any amendment
"or separate lease that may include any land described in this offer open to feasing at the time this offer was filed but omitted for any reason from this lease. The offcror‘ Eﬁr:hcr agrecs: i thatthis offer
cannot be withdrawn, either in whole or in part, unless the withdrawal is received by the proper BLM Smte Oﬁ"ce bcfore L‘ns lease, an 'xmendment to tbls leass, ora sepante ]e&se whlcbcvcr covers

the land described in the withdrawal, has been signed on behalf of the United States.

This offer will be rejected and wiil afford offeror no priority if it is not properly completed and executed ir accordance with the regulations, or if it is no, ac

by the required
payments. 18 U.S.C. Sec. 1661 makes it a crime for any person knowingly and willfully to make to any Department or agency of the United States any f; it fraudulent statements
or representations as te any metter within its jurisdiction.
Duly‘ excé:uted‘ thié 28TH - _day of -AuguSt - - 19 98 i A - N i .
’ - R 1 ’ Arnold (Signature of m;xnomey-in—fact)
,vﬁ%WL ¥ 5._).,‘ —
LEASE TERMS -« - : S NS

Sec 1. Rcmals—Remals shall be paxd to proper office of lessor in advance of each lease year.
Annual rental rates per- acre or fraction thereof are:

(a) Noncompetmve lease. $1.50 for the first 5 years; thereafter $2.00;
(b) Competitive lease, §1.50; for.the first 5 years; thereafter $2.00;
(¢) Other, see attachment, or

as specified in regulations at the time this lease is issued.

If this lease or a portion thereof is committed to an approved cooperative or unit plan which
includes a well capable of producing leased resources, and the plan contains a provision for
allocation of production, royalties shall be paid on the production allocated to this lease. However,
annual rentals shall continue to be due at the rate specified in (a), (b). or {c) for those lands
not within a participating area.

Failure to pay annual rental, if due, on or before the anniversary date of this lease (or next
official working day if office is closed) shall antomatically terminate this lease by operation of
law. Rentals may be waived, reduced, or suspended by the Secretary upon a sufficient showing
by lessee.

Sec. 2. Royalties—Royalties shall be paid to proper office of lessor. Royaities shall be computed
in accordance with regulations on preduction removed or sold. Royalty rates are:

(a) Noncompetitive lease, 122 %;
(b) Competitive lease, 12% %;
(¢) Other, sec aitachment; or
as specified in regulations at the time this lease is issued.

Lessor reserves the right to specify whether royaity is to be paid in value or in kind, and the
right to establish reasonable minimum values on products after giving lessee notice and an
opportunity to be heard. When paid in value, royalties shall be due and payable on the last day
of the month following the month in which production occurred. When paid in kind, production
shall be delivered, unless otherwise agreed io by lessor, in merchantable condition on the premises
where produced without cost to lessor. Lessee shall not be required to hold such production
in storage beyond the last day of the month following the month in which production cocurred,
nor shall lessee be held liable for loss or destruction of royalty oil or other products in storage
from causes beyond the reasonable control of lessee.

Minimurm royalty in lieu of rental of not less than the rental which otherwise would be required
for that lease year shall be payable at the end of each lease year beginning on or after a discovery
in paying quantities. This minimum royalty may be waived, suspended, or reduced, and the
above royalty rates may be reduced, for all or portions of this lease if the Secretary determines
that such action is necessary to encourage the greatest ultimate recovery of the leased resources.
or is otherwise justified.

An interest charge shall be assessed on late royalty payments or underpayments in accordance
with the Federal Oil and Gas Royalty Management Act of 1982 (FOGRMA) (30 U.8.C. 1701).
Lessee shall be liable for royalty payments on oil and gas lost or wasted from a lease site when
such loss or waste is due to negligence on the part of the operator, or due to the failurz to comply
with any rule, reguiation, order, or citation issued under FOGRMA or the leasing authority.

Sec. 3. Bonds—A bond shall be filed and maintained for lease operatxons as required under
regulations.

Sec. 4. Diligence, rate of development, unitization, and drainage—Lessee, shall exercise reasgnable
diligence in developmg and producing, and shall prevent unnecessary dainage to, loss of, or
waste of leased resources. Lessor reserves right to specify rates of development and production
in the public interest and to require. lessea to subscribe to a cooperative or unit plan, within 30
days of notice, if deemed necessary for proper development and operation of area, field, or pool
embracing these leased lands. Lessee shall driil and preduce wells necessary to protect leased
lands from drainage or pay compensatory royalty for drainage in amount determined by lessor.

Sec. 5. Docurnents, evidence, and inspection—Lesses shall file with proger office of lessor,
not later than 30 days after effective date thereof, any contract or evidence of other arrangement
for sale or disposal of production. At such times and in such form as lessor may prescribe, lessee
shall furnish detailed statements showing ameunts and quality of all preducts removed and sold,
proceeds therefrom, and amount used for production purpeses or unavoidably lost. Lessee may
be required to provide plats and schematic diagrams showing development work and
improvements, and reports with respect to parties in interest, expenditures, and depreciation
costs. In the form prescribed by lessor, lessee shall keep a daily drilling record, a log, information
on well surveys and tests, and a record of subsurface investigations and furnish copies to lessor

A?ﬂ* when required. Lessee shall keep open at all reasonable times for inspection by any authorized

i

).F

officer of lessor, the leased premises and all wells, improvements, machirery, ard fixturés thereon,
and all books, accounts, maps, and records relative to operations, surveys, or investigations
on or in the leased lands. Lessee shall maintain copies of all contracts, sales agreements, accounting

records, and documentation such as billings, invoices, or similar documematmn that supports

STATE OF NEW MEXICO, County of Eddy, ss.
15 day of____September

- lessee shall comply with secton 28 of

I hereby certify that this mstrument was fildd for rec
,AD.19_98 54 1:359

costs claimed as manufacturing, preparation, and/or transportatigf costs. such recordsjshall
be maintained in lessee's accounting offices for future audit by lessor " TEEEE SHall Mantain

required records for 6 years after they are generated or, if an aud ror4fveSHERTGH TS UGS way,
until released of the obligation to maintain such records by lessor.: . Co

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

Sec. 6. Conduct of operations—Lessee shall conduct operations in a manner that minimizes adverse
impacts to the land, air, and water, to cultural, biological, visual, and other resources, and to
other land uses or users. Lessee shall take reasonable measures deemed necessary by lessor to
accomplish the intent Of this section. To the extent consistent with lease rights. granted, such
measures may include, but are not limited to, modification to siting or design of facilities, timing
of operations, and specification of interim and final reclamation measures. Lessor reserves the
right to continue existing uses and to authorize future uses upon or in the leased lands, including
the approval of easements or rights-of-way. Such uses shall be conditioned so as to prevent
unnecessary or unreasonable interference with rights of lessee.

Prior 1o disturbing the surface of the leased lands, lessee shall contact lessor to be apprised
of procedures to be followed and modifications or reclamation measures that may be necessary.
Areas to be disturbed may require inventories or special studies to determine the extent of impacts
to other resources. Lessee may be required to complete minor inventories or short term special
studies under guidelines provided by lessor. If in the conduct of operations, threatened or
endangered species, objects of historic or scientific interest, or substantial unanticipated
environmental effects are observed, lessee shall immediately contact lessor. Lessee shall cease
any operations that would result in the destruction of such species or objects. '

Sec. 7. Mining operations—To the extent that impacts from mining operations would be
substantially different or greater than those associated with normal drilling operations, lessor

" reserves the right to deny approval of such operations.

Sec. 8. Extraction of helium—Lessor reserves the option of extracting or having extracted helium
from gas preduction in a manner specified and by means provided by lessor at no expense or
loss to lessee or owner of the gas. Lesses shall include in any contract of sale of gas the provisions
of this section. ’

Sec. 9. Damages to property—Lessee shall pay lessor for damage to lessor’s improvements,
and shall save and hold lessor harmless from all claims for damage or harm to persons or propen'y
as a result of lease operations.

Sec. 10, Protection of diverse interests and equal opportunity—Lessee shall: pay when due all
taxes legally assessed and levied under laws of the State or the United States; accord all employees
complete freedom of purchase; pay all wages at least twice each month in lawful money of the
United States; maintain a safe worling environment in accordance with standard industry practices;
and take measures necessary to protect the health and safety of the public.

Lessor reserves the right to ensure that production is sold at reasonable prices and to prevent
monopoly. If lessee operates a pipeline. or owns controlling interest in a pipeline or a company
operating a pipeline, which may be ogerated accessible to oil derived from these leased lands,
f the Mineral Leasing Act of 1920.

Lessee shall comply with Executive Order No. 11246 of ‘September 24, 1965, as amended,
and regulations and relevant orders of the Secretary of Labor issued pursuant thereto. Neither
lessee nor lessee’s subcontractors shail maintain segregated facilities.

Sec. 1i. Transfer of lease interests and relinquishment of lease—As required by regulations,
lessee shall file with lessor any assignment or other transfer of an interest in this lease. Lessee
may relinquish this lease or any legal subdivision by filing in the proper office a written
relinquishment, which shall be effective as of the date of filing, subject to the continued obligation
of the lessee and surcty to pay ali accrued rentals and royalties.

Sec. 12. Delivery of premises—At such time as all or portions of this lease are returned to lessor,
lessee shall place affected wells in condition for suspension or abandonment, reclaim the land
as specified by lessor and, within a reasonable period of time, remove equipment and
improvements not deemed necessary by lessor for preservatxon of producxble wells.

Sec. 13. Proceadings in case of default—If lessee fails to comply with any provisions of this '

lease, and the noncompliance continues for 30 days after writien notice thereof, this lease shall
be subjert to cancellation unless or until the leasehold contains a well capable of production
of oil or gas in paying quantities, or the lease is committed to an approved cooperative or unit

- plan or communitization agreement which contains a well capable of preduction of unitized

substances in paying quantities. This provision shall not be construed to prevent the exercise
by lessor of any other legal and equitable remedy, including waiver of the default. Any such

. remedy or waiver shall not prevent later cancellation for the same default occurring at any other

time. Lessee shall be subject to applicable provisions and penalties of FOGRMA (30 U.S.C. 1701).

Sec. 14. Heirs and successors-in-interest—Each obligation of this lease shall-extend to and be
bmdmg upon, and every benefit hereof shall inure to the heirs,seiéec U.Prs fmmstrators
successors, beneficiaries, or assignees of the respective parties*he; Q&p\
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SENM-S-1

POTASH STIPULATION

Stipulations to be made part of any oil and gas lease involving lands described in
Secretarial Order, 51 Federal Register 39425 (October 28, 1986)

The lessee further agrees that:

1) Drilling for oil and gas shall be permitted only in the event that the lessee
establishes to the satisfaction of the Authorized Officer, Bureau of Land Management,
that such drilling will not interfere with the mining and recovery of potash deposits, or
the interest of the United States will best be served by permitting such drilling.

) No wells shall be drilled for oil or gas at a location which, in the opinion of the
Authorized Officer, would result in undue waste of potash deposits or constitute a
hazard to or unduly interfere with mining operations being conducted for the extraction
of potash deposits. '

3) When it is determined by the Authorized Officer, that unitization is necessary for
orderly oil and gas development and proper protection of potash deposits, no well shall
be drilled for oil or gas except pursuant to a unit plan approved by the Authorized
Officer.

) The drilling or the abandonment of any well on said lease shall be done in
accordance with applicable oil and gas operating regulations (43 CFR 3160), including
such requirements as the Authorized Officer may prescribe as necessary to prevent the
infiltration of oil, gas or water into formations containing potash deposits or into mines
or workings being utilized in the extraction of such deposits.

On the lands described below:
T.19 S., R31E.

Sec. 33: W2NW
Eddy County, NM

Bureau of Land Management SENM-S-1
Carlsbad Field Office Revised December 1996




SENM-S-22

PRAIRIE CHICKENS

No surface use is allowed during the following time periods; unless otherwise specified,
this stipulation does not apply to the operation and maintenance of production facilities.

Drilling for oil and gas, and 3-D geophysical exploration operations

will not be allowed in Lesser Prairie Chicken Habitat during the

period of March 15 through June 15, each year. During that period,

other activities that produce noise or involve human activity, such as

the maintenance of oil and gas facilities, geophysical exploration other
than 3-D operations, and pipeline, road, and well pad construction, will

be allowed except between 3:00 a.m. and 9:00 a.m.. The 3:00 a.m. and
9:00 a.m. restriction will not apply to normal, around-the-clock operations,
such as venting, flaring, or pumping, which do not require a human presence
during the period. Additionally, no new drilling will be allowed within up
to 200 meters of leks known at the time of permitting. Normal vehicle use
on existing roads will not be restricted. Exhaust noise from pump jack
engines must be muffled or otherwise controlled so as not to exceed 75 db
measured at 30 feet from the source of the noise. Exceptions to these
requirements will be considered for areas of no or low prairie chicken
booming activity, or unoccupied habitat, including leks, as determined

at the time of permitting, or in emergency situations.

For the purpose of: Protecting Prairie Chickens

Bureau of Land Management SENM-S-22
Roswell/Carlsbad Field Offices December 1997




