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DEPARTMENT
BUREAU OF LAND MANAGEMENT

LEASE OF OIL AND GAS LANDS UNDER THE ACT OF
' FEBRUARY 25, 1920, AS AMENDED . .

A Worsh, T,
THIS INDENTURK OF LEASE, entered into, ss ot JAN 11957
by and between the UNITED STATES OF AMERICA ‘}F the Bureau of Land Meanagement, hereinafter called the lessor, and
. T . )

. dr., Avieraap-in-Perd
Fiwd

heveisafter ealled the lesses, under, purmant, and subject 1o the s and previsions of the act of February 25, 1920 (41 Btat. 437, B0
U. 8. C. sec. 181 et 9eq.), as amended, hereinafter referred to as the act, and to all reasonable regulations of the Seeretary of the Interlor
aew or hereafter in force when not inconsistent with any express and specific provisiona herein, whiech are made a part hereof,
WITKNESSETH:

SzotieN 1. Rights of Lessee.—That the lessor, in consideration of rents and royalties to be paid, and the conditions and covenants to
b observed as herein ret forth, does hereby grant and lease to the lessee the exelusive right and privilege to drill for, mine, extraet,
remove, and dispose of all the oil and gas deposits except helium gas in or under the following-described tracts of land situated im the
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esntaining w acres, more or leas, together with the right to construct and maintain thercupon all works, buildings, plants,
waterways, roads, telegraph or telephone lines, pipe lines, reservoirs, tanks, pumping stations, or other structures necessary to the fuil .
enjoyment thereof, for & period of b years, and so long thereafter as oil or gas is produced in paying quantities; subject to any unit agres-
ment heretofore or hereafter approved by the Secretary of the Interior, the provisions of said agreement t; govern the lands sabject \;‘
thereto where inconsistencies with the terms of this lease occur. ~.;

o
SeC. 2. In consideration of the foregoing, the lessee agrees:

@9

(8) Bonds.—(1) To maintain any bond furnished by the lessee as
a eondition for the issuance of this lease. . )

(2) To furnish prior to beginning of drilling operations and main-
tain at all times tiereafter a8 required by the lessor a bond in the
penal sum of $5,000 with approved corporate surety, or with deposit
of United States bonds as surety therefor, conditioned upon com-

jance with the terms of this lease, unless a bond in that amount

already being maintained or unless such a bond furnished by an
operator of the lease is accepted, or unless a hond has been filed
under 48 CFR 192.100 (e) applicable to this lease. '

(b) Cooperative or unit plan.—Within 30 days of demand, or, if
the leased land is committed to an approved unit or cooperative

n and such plan is terminated prior to the expiration of this
mue, within 30 days of demand made thereafter, to subscribe to
and to operate under such reasoneble couperative or unit plan for
the development and operatior of the area, field, or pooi, or part
thereof, embracing the lands included herein as the Secretary of the
Interior may then determine to he practicable and necessary or ad-
visable, which plan shall adequately protect the rights of all parties
in interest, including the United States.

(e) Wells.— (1) To drill and produce all wells necessary to pro-
tect the leased land from drainage by welis un lands not the prop-
erty of the lessor, or lands of the United States lcased at a lower

alty rate, or as to which the royalties and rentals are paid into

erent funds than are those of this lease; or in lieu of any part
of such drilling and production, with the consent of the Director of
the Geological Survey, to coropensate the iessor in fuil each month
for the estimated loas of royalty through drainage in the amount
determined by said Director; (2) at the election of the lessee, to
drill and produee other wells in conformity with any system of
wall spacing or production zllotments affecting the fleld ¢r area
im which the leased landa are situated, which is authoiized and sane-
tioned by applicable law or by the Secretary of the Interior; and
(3) promptly after due notice in writing to drill and produce such
other wells as the Becretary of the Interior may reasonably require
in order that the leased premisee may be properly and timely devel-
oped and produced in eccordance with goed operating practice.

(d) Rentals and royalties.— (1) To pay rentals and royalties In
amount or value of production removed or sold froin the leased
iands as set forth in the rental and royalty schedule attacned to and
made a part hereof. ]

(2) Ig.iu expressly agreed that the Secretary of the Interior may
establish reasonable minimum values for purposes of computing
royalty on any or all oil, gas, natural gasoline, and cther products
obtained from gas, due consideration being given to the highest

paid for a part or for a majority of production of like quality
the sama field, to the price received by the lessee, to posted prices,
snd to other relevant m%teters a:ind. whenever approprriete, after
ies and opportunity to be heard. ]
Mt(B) Whex?g‘:id in?nlue, such rovalties on production shall be due
and payable monthly on the last day of the calendar month next
following the calendar month in which produced. When paid in
amount of production, such royalty producta shall be delivered in
merchauntable condition on the premises where produced without cost
to lessor, unless otherwise agreed to by the parties hereto, at such

1l FGIRI F

times and in such tanks provided by the lessee as reasonably

to hold such royalty oil or other products in storage beyond the

last day of the calendar month next following the calendar monf.h>

in which produced nor be responsible or held liable for the loss or
destruction of royalty oil or other products in storage from causes
over which he has no contrul.

(4) Rentals or minimum reyalties may be waived, suspended or
reduce-] and royalties on the entire leasehold or any portion thereof
segregated for royalty purpuses may be reduced if the Secretary of
the Interior finds that, for the purpose of encouraging the greatest
ultima:e recovery of vil or gas and ir the interest of conservation of
natura: resources, it is necessary, in his judgment, to do so in
order to promote development, or because the leage cannot be suc-
cessful'y operated under the terms five] herein.

(¢) Payments.——Unless otherwise directed by the Secretary of
the Interior, to make rental, royalty, or olher payments to the lessor,
to the urder of the Treasurer of the United States, such paymants
to be tendered to the manager of the la'id office in the distriet in
which the lands are.:locateg or to the lirector of the Bureau of
Land Management if there is no land otfice in the Siate in which
the lands are located.

(f) Cuntracts for disposal of products.--To file with the Oil and
Gas Supervisor of the Geological Survey not later than 30 days
after the effective date thereof any cuntract, or evidence of other
arrangement, for the sale or dispsal of oil, gas, natural gasoline,
and other products of the leased lard: Provided, That nothing in any
such contract or other arran%emvnt shall be construed as mudifying
any cf the provisions of this lease, inctuding, but not limited to, pro-
visio.is relating to gae waste, taking royaliy in kind, and the method
of computing royalties due as based on a minimum valuation and in
accordance with the Oii and Gas Operating Regulations.

(g) Stutements, pluts and regorts—At such times and in guch
form ss the lessor may prescribe, to furnish detailed statements
showing the amounts and quality of all products removed and sold
from the lease, the proceeds therefrom, and the amount used for
production purposes or unavoidably lost; a plat showing develop-
ment work and improvements on the leased lands; and a report
with reapect to stockholders, investments, depreciation and costs.

(h) Well records.—To keep a daily drilling record, a log, and
complete information on all well surveys and tests in form acceptable
to or prescribed by the lessor of all wells drilled on the leased lands,
and an acceptable record of all subsurface investigations affeeting
said lands, and to furnish them, or copies thereof, to the lessor when
required. All information obtained under thig paragraph, upon the
reques’. of lessee, shall not be open to inspection by the public until
the exuiration of the lease.

(i) Inspection.—To keep open at all reasonable times for the
inapeciion of any duly authorized officer of the Department, the
leased premises and all wells, improvemernts, machinery, and fixtures
thereo and all books, accounts, maps and records relative to oper-
ations and surveys or investigationa on the leased lands or under
the lease. All information obtained Eumnnt to any sueh i -
tion, vpon the request of the lessee, shall net be open to incpmn
by the publie until the expiration of the lease.
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be required by the lessor, but in no case shall the lessee be requi
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(j) Diligencs, preveniion o{ waste, health and safety of
wor| —To exercise reasonable diligence in drilling and producing
the wells herein provided for unless consent to suspend operationa
temporarily is granted by the lessor; to carry on all operations in
acco’ with approved methods and practice as provided in the
Oil and Gas Operating Regulations, having due regard for the pre-
vention of waste of oil or gas or damage to deposits or formations
containing oil, gas, er water or to coal measures or other mineral
deposits, for conservation of P‘ energy, for the preservation and
conservation of the prope or future productive operations, and
for the health and safety of workmen and employees; to plug prop-
erly and effectively all wells drilled in accordance with the pro-
visions of this lease or of any prior lease or permit upon which the
right to this lease was predicated before abandoning the same; to
carry out at expense of the lessee &1l reasonable orders of the lessor
relative to the matters in this paragraph, and that on failure of the
lessee 80 to do the lessor shall have the right to enter on the prop-
erty and to accomplish the purpose of such orders at the lessee’s
cost: Provided, That the lessee shall not be held responsible for
delays or casualties occasioned by causes beyond lessee’s control.

(k) Taxes and wages, freedom o{ﬁJrurchase.—To pay when due,
ell taxes lawfully assessed and levied under the laws of the State
or the United States upon improvements, oil and gas produced from
the lands hereunder, or other rights, property or assets of the lessee;
to accord all workmen and employees complete freedom of purchase,
and to pay all wages due workmen and employees at least twice each
month in the lawful money of the United States.

(l? Nondiscrimination.—Not to discriminate against aay
employee, or applicant for employment because of race, creed, color,
or national origin, and to require an identical provision to be
included in all subcontracts.

(m) Assignment of oil and gas lease or interest therein.—As
required by applicable Jaw, to file for approval within 90 days from
the date of final execution any instrument of transfer made of this
lease, or any interest therein, including assignments of record title,
working or royalty interesta, operating agreements and subleases,
such instrument to take effect upon the final ag?roval by the
Director, Bureau of Land Management, as of the firat day of the
lease month following the date of filing in the proper land office.

(n) Pipelines to purohase or convey al reasonable rates and
without digerimination.—If owner, or operator, or owner of a con-
trolling interest in any pipeline or of any company operating the
same which may be operated accessible to the oil or gas derived from
lands under this lease, to accept and convey and, ii a purchaser of
such products, to purchase at reasonable rates and without diserimi-
nation the oil or of the Government or of any citizen or company
not the owner of any pipeline, operating a lease or purchasing or
selling oil, gas, natural gasoline, or other products under the pro-
visions of fge act, or unﬁer the provisions of the act of August 7,
1947 (61 Stat. 918, 30 U. S. C., sec. 351).

(0) Lands patented with oil arnd gas deposits reserved to the
United Statese.—To comply with all statutory requirements and reg-

lations thereunder, if the lands embraced herein have been or sha%l
ereafter be disposed of under the laws reserving to the United
States the deposits of oil and gas therein, subject to such conditions
as are or may hereafter be provided by the laws reserving such oil
or
) Reserved or segregated lands.—If any of the land included
in &il lease is embraced in a reservation or se ted for any
partieular purnose, to conduct operations thereunder in conformity
with such requirements as may be made bg the Director, Buresu of
Land Management, for the protection and use of the land for the
purpose for which it was reserved or segregated, so far as may be
eonsistent with the use of the land for the purpose of this lease,
which latter shall be regarded as the dominant use unless otherwise
provided herein or separately stipulated.

(q) Protaotion of surface, natural resowrces and improvements.—
To take such reasonable steps as may be needed to prevent of)era-
tions from unnecessarily: (1) Causing or contributing to soil ero-
sion or damaging any forage and timber growth thereon, (2) pol-
luting the waters of reservoirs, springs, streams or wells, (3) dam-
aging crops, including forage, timber, or improvementsof a surface
owner, or (4) damaging range improvements whether owned by
the United States or by its grazing permittees or lessees; and upon
conclusion of operations, so {ar as can reasonably be done, to restore
the surface to its former condition. The lessor may prescribe the
steps to be taken and restoration to be made with respect to lands
of the United States and improvements thereon. :

(r) Overriding royalties.—Not to create overriding ﬂﬂﬂu in
excess of five percent except ss otherwise authori by the

regulations. N
7:1) Deliver premises in cases of !or(n'tun«—’l‘o deliver up to the
lessor in good order and condition the land leased including all
improvements which are necessary for the preservation of pro-
ducing wells.

SkC. 3. The lessor reserves:

(a) Easements and rights-of-way.—The right to permit for joint
or ssveral use easaments or rights-of-way, including easements in
tunnels upon, through, or in the lands leased, occupied, or used as
may be necessary or appropriate to the working of the same or of
other lands containing the deposits described in the act, and the
treatment and shipment of products thereof by or under authority
of the Government, its lessees or permittees, and for other public

N( ) Disposition of surface.—The right to lease, sell, or otherwise
dispose of the surface of the leased lands under existing law or laws
hareafter ingofar as said surface is not necessary for the
use of the leasde In the extraction and removal of the oil and gas
therein, or to dispose of any resource in_such lands which %Ml not
unreasonably interfere with operations uhder this lease. '
‘S:) Monopoly and fair prices.—Full power and authorli:Lto pro-
gate and enforce all orders necessary to insure the of the

IN WITNESS WHEREOF :

.

‘U. 8. Code, relatiny to won

production of the leased lands to the United States and to the publie
at reagonable prices, to protect the interests of the United ted,
to prevent monopoly, and to safeguard the public welfare.

{(d) Heliwm.—Pursuant to section 1 of act, and eection 1 of
the act of March 3, 1927 (44 Stat. 1387), as amended, the owner-
ship and the right to extract helium from all gas produced under
this lease, subject to such rules and regulations as shail be pre-
scribed by the Secretary of the Interior. In case the lessor elects
to take the helium the lessee shall deliver all gas containing same, or
portion thereof desired, to the lessor at any point on leased
premises in the manner required by the lessor, for the extraction of
the helium in such plant or reduction works for that purpose as the
lessor may provide, whereupon the residue shall be returned to the
leasee with no substantial delay in the delivery of gas produced
from the well to the purchaser thereof. e lessee shall not suffer
& diminution of value of the gas from which the helium has been
extracted, or loss otherwise, for which he is not reasonably coss-
pensated, save for the value of the helium extracted. The lessor
further reserves the right to erect, maintain, and operate any and
all reduction works and other equipment necessary for the extrao-
tion c¢f helium on the premises | .

(e) Taking of royalties.—All rights pursuant to section 38 of the
act, to take royalties in amount or in value of production.

(f) Casing.—All rights pursuant to section 40 of the act to pur-
chase casing, and lease or operate valuable water weils.

%z) Figsionable matersals.—Pursuant to the provisiens of section
5 (b) (7) of the act of August 1, 1946 (60 Stat. 724,760; 42 U. 8. €,
1801, 1805), all uranium, thorium, and other materials determined
to be peculiarly essential to the production of fissionable materials,
contained in whatever concentration, together with the right of the
United States through its authorized agents or repressntatives at
any t:me to enter upon the land and prospect for, mine and remove
the same, making just compensation for any damage or injury
occasioned thereby.

Sec. 4. Drilling and producing restrictions.—It is agreed that the
rate of prospecting and developing and the qulnti? and rate of
production from the lands coveredgby this lease ghall be subjees to
control in the public interest by the Secretary of the Imterior, and
in the exercise of Lis judgment the Secretary may take imte consid-
eration, among other things, Federal laws, State laws, and regula-
tions issued thereunder, or lawful agreements among oparators

regulating either drilling or production, or both. After unitizationpma

the Secretary of the Interior, or any person, committee, or State o
Federal officer or agency 8o guthorized in the unit plan, may alter
or modify, from time to time, the rate of prospecting and

r
ment and the quantity and rate of production from the lands covared X

by this lease.
SEC. L. Surrender and termination of lease.—The lessee ma

the proper land office a written relinquishment, in triplicate,

shall be effective as of tha date of gling subject to the contin
obligation of the lessee and his surety to make payment of all ace .r
rentals and royalties and to place all wells on the land to be relin-

“

quished in condition for suspension or abandonment in sccondanes '~

with the applicable lease terms and regulations.

SEc. 6. rchinse of materials, etc., on termingtion of lesse.— -
Upon the expiration of this lease, or the earlier termination thereof
pursuant to the last preceding sectio
privilege at any time within a period of 90 days thereafter of
removing from the premises all maehinery, equipment, tools, and
materials other than imFrovementl needed for cing wells.
Any materials, tools, apfa iances, machinery, structures, i
ment subject to remova
remain on the Jeased lands shall become the properg of the lessor on
expiration of the 90-day period or such extension thereof azs may be
granted because of adverse climatic conditions throughout mssid
period: Provided, That the lessee shall remove any or all of such
property where so directed by the lessor.

SEC. 7. Proceedings in case of default.—I1f the lesses shall not
comply with any of the provisions of the act or the regulations
thereunder or of the lease or make default in the gerlomneo or
observance of any of the terms hereof and such default shall com-
tinue for a period of 30 days after service of written notice thereof
by the lessor, thiz lease may be canceled by the Secretary of the
Interior in accordance with section 31 of the act, except that if this
lease coversg lands known to contain valuable d of oil or gas,
the lease may be canceled only by.judicial p in the manner
provided in section 81 of the aet; but this p n shall not be
construed to prevent the exercise by the lessor of any legal or
equitable remedy which the lessor might otherwise have. U
caneellation of this lease, any casing, material, or equipment d
mined by the lessor to be necessary for use in pl’uz ng or preserving
any well drilled on the leased land shall become the proparty of the
lessor. A waiver of any particular cause of forfeiture 1l not
prevent the cancellation and forfeiture of this lease for any other
:iause of forfeiture, or for the same cause oecurring at any other

me.

SEC. 8. Heirs and suocessors in interast.—It is further agreed that
each obligation hereunder shall extend to and be binding upon, and
every benefit hereof shall inure to, the heirs, admints-
trators, successors, or assigns of the respective parties ,

Sec. 9. Unlawful interest.—It is also further a that no
Member of, or Delegate to, Congress, or Resident issioner,
after his election or appointment, or either before or after he has
qualified and during his continuance in office, and that no officer,
agent, or employee of the Department of the Interior, exoept a8 pro-
vided in 43 CFR 7.4 (a) (1), shall be admitted to any share o;fut
in this lease or derive any benefit that may arise therefrom: and the
proviziona of Sec. 3741 of the Revised Statutes of the United Sta
as emended. (41 U. 8. C. Sec. 22) and Secs. 431, 432, and 438, Title 1
and form s part of

this iopiie #o far as the same

the lessee shall have the:

surrender this lease or any legal subdivision thereof by Minikl ‘
' A

as above provided, which are ullo::r 5 -



SCHEDULE "B"
RENTALS AND ROYALTIES ;%Z*X'
Rentals. — To pay the lessor in advance on the first day of the month
in which the lease issued and for each lease year thereafter prior to a

discovery of o0il or gas on the leased lands, a rental of $1.00 per acre.

Minimum royalty. - To pay the lessor in lizu »f rental at the expi-
ration of each lease year after discovery a riinimum royalty cf $1 00 per

acre or, if there is production. the differe;ce between the actual royalty

paid during the year and the prescribed minizum rsyalty of 81.00 per acre,

provided that on unitized leases, the minimur royalty shall be payable only
on the participating acreage.

Royalty on production. — To pay the lessor the following royalty on

production removed or sold from the leased lionds:

{1) When the average production for the calendar month in barrels per
well per day is

not over 50 the royalty shall be 12.5 per cent;

over 50 but not over 60 " " " " 13 " "
" 60 i 1" 2l 70 143 1" tH " 14 i "
17" 70 " " " 80 A 1" 1 1 15 [A] 1A
" 8o " " 9c " " " 16 " "
" % " v " 110 ' A
17" 110 1" i 1" 130 " " e ARJ 18 " "
" 13¢ " " "o150 ¢ " " " 19 " "
" 150 " v 200 ™ " ©ooove20 v
" 200 " v " 250 " A< S
1" 250 1 11" La 300 1t 1" 1"t " 22 i "
1" 300 1 " " 350 (&} 1" (A} A2 25 " t
" 350 " " 400 ¢ ¥ nome4
" 400 1y 1" " il 25 " 1"

(2) On gas. including inflammable gas, helium. carboa dioxide and all
other natural gases and mixtures thereotf, ani on natural or cas:inghead
gasoline and other liguid products obtaine=d .rcx gas: when the average pro-
duction of gas per well per day for ithe cale dar menth does not exceed
5,000,000 cubic feet. 12¢ per cznt; und whco saild production of gas exceeds
5,000,000 cubic feet, 1€6-2/3 per cent of itre :xmount or value of the gas and
liquid products produced, said amcunt or valie of such liguid products to
be net after an allowance for the cost of manufacture.

LL

The average production per well per day for oil and for gas shall be

deterrmined pursuant to 3C C.F.R.. Part 221  Jil and Gas Uperating Regu-
lations.

In determining the anount or value of g.s and lijguid products produced,
the amount or value shall be net after an allowance f{or the cos* ¢f manu-
facture. The allowance for cost of manufacture may exceed two—-thirds of *he
amount or value of any product only on approval by the Secretary of ‘:e
Interior.

Intertor—Duplicating Sectior, Wastington C© . 79399

ﬂAﬂ OF NEW MEXICC Counts o Eddy, 8. I hereby certify thst this m‘ﬂr.mle’x was filed iur record on the

) , .
) ~ A, D 1w )7 at J «.ﬂ; o'cloek ... \ » M., and duly recorded in _'\
Book rl ?T Pnge - /’- M tae Records of . i\. RN ’K', LN of said county. s
By ;X YN — B R O T S l
puty County Clerk

ILLEGIBLE



POTICE
3 This lease is subject to Purlic Law 555 enacted on July 29, 195k,
which amends section 31 of *he 1520 ii:ral Leasing act (Ll “tat. UL7; 30 U.c.C.
- sec., 188) to provide thax

", « o upon the failure of lescee to pay the lease rental

on or before the anniversary date of the lease, for any ,xﬁ%4
lease on which there 1s no well capable of producing oil

and gas in paying cuantities, the lease shall automatically

terninate by operation of law; Provided, however, That when

the time for pavment falls ur.n any day in which the proper

office for payment is nnt cpe.., payment may be received the

next official working day any shall te concgidered as timely

" ILLEGIBLE
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