
Stephanie Garcia RÍchard
Commissioner of Public Lands

State of New Mexico

RECYCLING CONTAINMENT AND RECYCLING FACILITY BUSINESS LEASE

Lease No. BL-2800

TI{IS LEASE (this "Leâse"), is made and entered into by and between the New Mexico
Commissioner of Public Lands, hereinafter refened to as "Lessor," and Matador Ploduction
Company, whose address is 5400 LBJ Freeway, Suite 1500, Dallas, TX 75240, hereinafter
refen'ecl to as "Lessee."

Whereas the Lessee has filed in the office of the Commissionor of Public Lands an application for
a business lease for a recycling containment and recycling facility covering the lands hercinafter
desoribed and has tendered the required first payrnent; and

Whereas, all of the requfu'ements of law relative to the application have been satisfied:

Lessor and LessEe agree and covenant as follows;

1. DEFINITIONS. Definitions set forth in the New Mexico Oil Conservation Division's (NMOCD)
Rule 19,15.2.7 NMAC (General Provisions for Oil and Gas Operations), 19.15,29 NMAC (Release
Notification) and 19.15,34 NMAC (Produced Water, Drilling Fluids and Liquid Oil Field Waste) are
incotporated herein by rcference unless otherwise modified or defined below, except to the extent not
consistent with this Lease, or the rules and laws governing Lessor. Definitions set forth in State Land Office
(SLO) Rule 19.2,9 NMAC are also incorporated herein by reference.

Additional Definitions:
A. "Closure Plan" rcfers to the plan outlined in 19,15.34.14 NMAC that describes the closure

method and the procedures to implernent the closure.
B. "Effective Date" means the date this Lease is siglred by the Comrnissioner of Public Lands.
C. "Full Financial Due Diligence" means providing Lessor with a Dunn & Bradstreet

Compteliensive Insight Plus Report or equivalent financial information for the proposed assignee.
D. "Leased Plemises" means the lands owned by Lessor and contemplated by the terms of

this Lease in Paragraph 2.

2. LEASE. For and in consideration of and subject to the tenns, conclitions, covenants and
reseryations containe<l hercin, Lessor grants to Lessee the right to enter upon, cross, use, possess, and
occupy the Leasecl Prc¡nises as defined below for a recycling containment ancl recycling facility,

The rights granted herein arc subject to all valid existing rights in the Leasecl Prcnises.

Township Ranse Section Aliquot Acreage County
23S 33E' 6 4 0.06 Lea
235 33E 6 5 12,80 Lea
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3, WATER RIQUIRAMENTS. All water appropliatecl shall be pursuant to state law and regulations
and consistent with the Permitted Use of this Lease, If the Lessee will, ol intends to, drill a wator well on
the Leased Premises, Lessee must obtain a sepamte water easenent from Lessor,

4. RESERVATIONS. Lessol resolves the right to execute leases for the exploration, development
ancl procluction of geothermal resources, oil and gas, sand, gravel, caliche, coal, shale, clay, rock, building
stone or materials, potassium, sodiurn, phospholus, salt or any other lninerals or deposits of whatsoever'

kind located in, under or upon the Leased Premises without disruption to the operating area of the Lessee.

Lessor reserves the right to sell or exchange the lands irrcluded in this Lease subject to the terms of the
Lease,

5. TERM. The term of this Lease shall begin on the Effective Date ofthis Lease and continue through
five (5) years unless telminated or canceled earlier as herein plovided.

6, RtrNT. Lçssee shall pay to Lessor as rent for the Leased Premises and for the rights and privileges
granted heleunder base rent and volurne rent on the schedule

due and payable in advance on or before the anniversary date ofeach yeal during the term ofthis lease.

Time is of the essence in the performance of this agreement. lnterest on delinquent rent payrnents shall
accrue fi'om the date the payment becolnes due at the rate of one percent a month or any fi'action of a month.
Lesseo shall also pay a late processing fee of $50.00 for any delinquent payment of rent, in ¿ccordance with
the l-essor's schedule offees.

7. PIRMITTID USE. Lessee shall use the Leased Premises for the sole and exclusive purpose of
operating ancl maintaining the Rodney Robinson Recyclíng Cottlttìtunent ond Fncilíty. No other use shall
be permitted,

8, IMPROVEMENTS, Lessee may place the following implovements on the leased premises:

Non-Re4tal:
Frac Pit Containment and Lealç Detection (3 layers of liner, leak detection system,
aeration system) - $700,000

Rentals:
Large Above-Ground Storage Tank for Recycling - $250, 000
ly'ater Treatment Equípment - (4 x $150,000 "trains" = $600,000)

a Train Includes:
. *Weir and clarifier tanks
. *Vy'ater Transfer PumpsA/FDs
r *Chemical Injection Pumps
. *Water'l'ransferhose

a

a

Annual RentYear Term Dates

I 0s11512020 05/1412021 $21,007.00

$2 r.637.00a 05/1s/2021 05/r4/2022

3 05115/2022 aslßt2023 $22.286,00

4 0slrs/2023 051t4/2024 $22,955,00

5 0s/14/202s $23.644.0005/r5/2024
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*Filtel pots

No other improvements shall be placecl on the Leased Plemises without the prior amendment of this Lease

¡:ursuant to the terms of tliis Lease lrereof to perrnit such improvelnent placement. Lessee shall maintain
and protect from waste and trespass all improvernents placed on the Leased Premises. In fhe event
improvements other than those authorized herein are placed on the leased premiseso Lessot'rnay either
declare title to such improvements in Lessor without payment of compensation to Lessee ol Lessor may
order the removal of such implovements and the restoration of the leased prernises to their condition
existing prior to the plaoement of said improvements at Lessee's expense. The foregoing riglrts of Lessor
shall be cr¡mulative to Lessor's right to cancel this Lease as herein provided.

L DDSIGN AND CONSTRUCTION SPECIFICATIONS. Lessee shall confnnn with the design

and construction requirernents as contained in 19.15.34 NMAC et al. (Produced Water, Drillirrg Fluids and

Liquid Oil Field 'Waste) except as rnodified herein: An operator shall not locate clean ditt excavated from
a recycling containrnent's construction within a drainage area. Clean dirt and topsoil is trot to be removed
fiom the site as it will be usecl in leclamation and revegetation,

10, OPtrRA,TIONAL REQUIRIMINTS. Lessee shallact in conforrnity with the fbllowing:
A. Lessee shall remove all surface trash and debris caused by their operations liom

the Leased Premises and shall keep such premises free and clear of such trash and debris, "Surf'ace
trash and debris" means all nonoperation and/or nonessential equipment resulting from the opemtions
permitted pursuant to this Lease and includes, but is not limited to, garbage, rubbish, junk or scl'âp.

B, ln addition to the fencing requirements for pits in 19.15.34.12 Paragraph D.
NMAC, the Lessor requires ttat a fence be installed at the time the liner is installed in the pit through
the satisfaction of closure ancl site reclamation requirements of 19,1 5.34,14 NMAC and the tetms of
this Lease.

C, All releases and spills ovel'one half barrel shallbe leported to the Lessor within
forty-eight (48) hours. All majol and minor releases shall be treated and cleaned up pursuant to
NMOCD regulations. All spills over one half balrel and less than fìve ban'els shall be treated and

cleaned up to the reasonable satisfaction ofl-essor.
D. Lessee shall keep âccurate records of the volume of water leaving the Leased

Premise afte¡' rcseiving Î'eatment and shall leport this volume to Lessor no less thari quarterly.

Lessee may choose to fulfrll this requirement by plovicling Lessor with copies of the monthly filing
of NMOCD fonn C-148 as required by 19.15,34,9 Paragraph E. NMAC. Lessoro at Lessor's
discretion but not more often than once during each lease year, lnây audit the reported volumes.

I 1, DMERGENCY EXCEPTION, In case of explclsion, fire, flood or other sudden emergency,
whether of the same or different nature, Lessee may take such steps and incur such expenses as in its
reasonable opinion are requiled to deal with the emergency to safeguard life and property, but Lessee, as

promptly as possible, shall repolt the emergency to the Lessor,

12. LIDN. To securethe payment of anyrentamountthatbecomes due, and to satisfy all reasonable

costs incurued by Lessor in recovering saicl rent arnount, Lessor shall have a firsi ancl prior lien on any
equipment owned by the Lessee placed on the Leased Premises, and on all improvernents and fïxtures
placed on the l,eased Premises.

13, WASTE EXCAVATION AND REMOVAL. Closurc requires all wastr:s to be disposed of at an

NMOCD approved facility. Lessee shall comply with NMOCD closule ptocedures and requirements except
if the contaminant levels for chloricle or benzene exceed the levels listed in Table I below the Lessor may
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tequire additionaltesting and reclamation of the site. The Lessee shallprovide Lessor with a copy of the
testing results as required byNMOCD Rule 19,15.34.14 Palagraph C.

Table I
Depth below bottom of
pit to gloundwater less

than 10.000 ms/l TDS

Constituent Method* f,imit*t

50-100 feet

Chloride
EPA 300.0 500 mglkg

Benzene
EPA SW-846 Method
80218 or 8015M

0.2nglkg

> 100 feet

Chloride
EPA 300.0 1,000 mg/kg

Benzene
EPA SW-846 Method
80218 or80l5M 0,2mg/kg

* Lessee may use othel'test methods approved by NMOCD.
*+ Numerical lirnits on natural backgnund level, whichever is gr'eater

14. IMPROVEMINT REMOVAL, RACLAMATION AND RESTORATION. Prior to
telmination ofthis Lease, Lessee shall remove all irnprovements placed on the Leased Prernises and restore
the surface of the Leased Premises to substantially the same condition it was in before the placement of
said implovemonts. Lessee shall fully comply with the rcvegetation and reelamation requirements as

described in the Closurc PIan and/or the Lease before Lessee is released of its obligations; provided,
however, if any rent amount is due and unpaid at the time of Lease cancellation or tennination, Lessee shall
lemove improvements and restore the Leased Premises as herein provided only at such time, in such
manner, and under such conditions, as Lessor may in writirrg demand. Lessee hereby waives, and shall not
assert, any right to compensetion for irnprovements on the Leased Premises undcr Section 19.7.14 NMSA
(1978). Lessee's obligations to restore the surface of the land to substantially the same condition it was in
when the lease was effbctive shall survive the termination of the lease.

A. All costs, fines and fees inculred by Lessor as a result of improvements left on the
Leased Prcmises without Lessor's a¡lproval, and all costs, fines and fees incun'ecl as a result of
darnage or waste to trust lands and their improvements during thc tel'ln of the Lease, or arising fi'om
ol in connection with Lessee's use and occupancy of the Leased Prcmises, shall lemain the sole
liability of the Lessee and shall be deemed additional rent due.

B, Lessor retains the right to require additional site rernediation or reclamation
beyond the requirements established in the Closure Plan, Further, Lessor, in Lessor's sole discretion
but in consultation with Lessee, rnay give rrotice that it wishes to elect to establish alternative methods
to ensure ploper protection of the Leased Premises.

15. RECLA,MATION BOIIID. rvVithin 45 days of the effective date, the Lessee shall provide the
Lessor with a bond fi'om a New Mcxiso licensed surcty, in a form approved by the Lessor, in the amount
of BOND AMOIÍNT IN DOLLARS ($580,864.00) to secure the Lessee's obligation to indemnifu for issues
arising under this Lease and completion of the removal and leclanration worlc. The bond required by thís
paragraph will be in addition to any standarcl Megaborid provided by the lessee for oil and gas operations,
The Bond, of whichever type, shall not be released until all temediation is complete as certified by Lessor,
and all conditions, including all rernedies set forth in this agreement, are satisfied,

16. RELINQUISIIMENT. Lesseen if not in default urrder this Lease, rnây ât any time apply to
relinquish the Lease to Lessor and lre relieved of further obligations urtder the Lease except fol all damages
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to the Leased Premises and any liability claimecl against l-,essor by third parties ernanating fi'om Lessee's
use whioh arc latent iu nature, provided, however, such relinquishment shall not be valid or effective until
approved in writing by l-essor. Lessee must fÌle nn application to relinquish the Lease at least 30 days prior
to the date on which the l,essee rcquests the relinquishment to go into effect. Relinquishrnent shall be made
on a form presuibecl by Lessor and shall be accompanied by the required lelinquishrnent fee as set forth in
Lessor's schedule of fees, Upon relinquishment Lessee shall not be entitled to the refund of any rent or fees
previously paid.

17, ASSIGNMENT. Lessee, with the written approval of the Lessor', that shall not be unreasonably
withheld, may assigrr all of Lessee's leaseholcl interest in the Leased Prernises, Assignee shall succeed to
all the rights and privileges of the assignor and shall expressly assume all the duties and obligations of the
assignor to the Lessol as to the Leasecl Premises. Unless specifically exoepted by Lessor, assignor shall
complete a Full Financial Due Diligenoe on the proposed assignee at their own expense to be provided to
the Lessor with the application fol assignment, Prior to Lessor approval of any assignment, the ploposed
Assignee must provide proof of bondirrg and insumnce in an equal or greater amount than the bond posted
on behalf of the Assignor. Lessor may increase the bond amount to be posted by the proposed Assignee to
protect the Leased Premises. Lessor's apploval of any assignment or subsequent assignments shall not
relieve Lessee of any responsibilities or obligations undr this l-ease except for the obligation to pay
additional rcnts, maintain improvernents, monitor for leaks, keep the surface clean, secure the Leased

Premises from trespass, indemnifu against actions by thild parties, rnaintain insurance for the Leased

Premises, or maintain a bond 1'or the Leased Premises, reclamation and rcvegetation; and to report to the
Lessor on any other matter.

Assignor is defined âs any errtity, approved by the Comrnissioner, to whom the Lessor grants the rights,
duties, and obligations uncler the Lease,

18. SUBLEASE. Lessee shall not sublease the lights granted hereunder, any part thereof, any portion
of the Leased Premises or any improvements located on the Leased Premises without the prior amendment
of this Lease pursuant to the terms of this Lease.

19. COLLATER.AL ASSIGNMDh{"I. Collateral Assignments shall be governed by New Mexico
State Land Office Rule 9, "Business Leasing" (19.2,9 NMAC).

20. DEtr'AULT AND CA¡{CELLATION. Upon Lessee's violation of any of the terms, conditions or
covenants contained hereino including the failure to pay the lent when due, Lessor may cancel this Lease
after providing Lessee thirty (30) clays' notice of the default by registered mail. The rnailing of such notice
as herein pruvided shall constitute notice of Lessor's intention to cancel the Lease and no proof of receipt
of such notice shall be necessåly in order for Lessor to enter Lease cancellation thirty days after the rnailing
of the notice if Lessee has not cured the default to Lessor''s satisfaction within the thirty day periocl. Lessee

agr€Ês that if the New Mexico First Judicial District Court cletennines that Lessee has breached any of the
terms, conditions or covenants of this Lease, Lessee shall pay the costs insurrcd by Lessor in litigating the
default, including reasonable attomey ftes. In the event of a brcach of the terms of this Lease by the Lessee,

the Lessor also shall have all remedies available at law or equity.

21. WAIVER. No employee or agent of Lessor has the power, right or authority to orally waive any
of the torms, oonditions, or coveuants hereof ancl no waiver by Lessol'of any of the tenns, conclitions or
covenants hereof shall be effective unless in writing and executed by Lessor. Lessor's waiver of Lessoe's
breach or default of any of the terms, conditions or covenânts heleof shallnot constitute or be co¡lsûued as

a waiver ofany other or subsequent breach or default by Lessee, The failure ofLessor to enforre ât any
tirne any of the terms, conditions or covenants hereof or to exercise any optiott herein provided, or to requite
at any tirne perfonnanoe by Lessee of any of the tenns, conditiorrs, or covenants heleof shall not constitute
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or be constnred to be a waiver of such tenns, conditions, or covenants, nor shall it affect the validify of this
Lease or any part thereof, or Lessor's right to thereafter enforce each and every such term, condition and
covenant.

22. COMPLIANCE \ryITII IAWS. Lessee, their heirs, assigns, agents and conüactors shall fully
cornply with all federal, state, county and municipal laws, regulations, rules, ordinances and requircments,
applicable to the Leased Premises or to Lessee's operations thereon, including but not limited to all
applicable laws governing water; endangered or ttueatened species; hazardous matedals; environmental
protection; land use; healtlt and safety; cultural, historic or archeological / paleontological properties; waste;
trespass; and all New Mexico State Land Office Rules and Regulations, including those that rnay be

hereafter prornulgated; except that irr the event of a conflict between a provision of this Lease ancl other
laws, the more stringent Lease plovision confi'ols. Lessee's obligations under this paragraph include but are
not limited to compliance with Section 19.6.5 NMSA (1978), requiring a lessoe of state trust land to protect
the Leased Premises from waste or trespass, Lessee's compliance with all laws, regulations and policy
shall be at its owr expense.

23, \ilAI.R, R[L[ASD, AND PROTECTION OF'TIIE LEASED PRDMISIS. Lessee is leasing
the Leased Premises AS IS based on Lessee's own inspection and investigation of and juclgrnent legarding
the Leased Plemises. Lessor makes no wamanties or rcpresentations of any kind or nah¡rc with regard to
the Leased Premises or with regard to this transaction. This provision shall survive the termination,
carrcellation, relinquishment or assignment of this Lease.

A. If accidental discharge, release, spill, or fire or any other event having
envirorunental consequence occurs, including damage related to the transpolt or use of procluced

water, Lessee agrees to provide notice to Lessor at the same time and in the same manner as Lessee
is required to provide to the federal, state or local agency having responsibility for enforcing
cornpliance with envil'onmental laws, regulations and policy. Lessee agrees that, upon request by
Lessor, Lessor shall have access to all reports, docunents, test data and all other materials provided
by Lessee to or received by Lessee fi'om a governmental agency having responsibility for enforcing
compliance with environmental or other laws.

B. In the event Lessor is required to incur any reasonable cost or expense to enforce
the provisions of this Lease, including but not limited to consultants, engineers, soil, air or watet'
sampling and attorney's fees and costs, Lessee shall be liable for and reimburse Lessor for said costs
and expenses, Having made an initial deterrnination of the scope of the breach of the provisions of
the contract, Lessor shall extencl to Lessee an opporrunity to cul'e prior to incuning additional costs
of expenses.

24. INDIMNIFICATION; INSURANCD.
A, Lessee shall hold harmless, indemnif, and clefend the State ofNew Mexico, Lessor

and Lessor's employees, âgents, ancf contlactors, in both their ofücial ancl individual capacities, finm
any and all liabilities, claims, losses, damages, or expenses, including but not limited to reasonable
attomeys' fees, loss of land value, third party clairns, penalties or runoval, rernedial or rcstoration
costs arising out of alleged to arise out of or indirectly conrrected with a) the operations herer¡nder
of Lessee or Lessee's employees, agents, contractors, or invitees, b) the activities of third pa$ies on
the leased ¡rremises, whether with or without Lessee's knowledge or consent, In the event that any
action, suit or proceeding is brought against Lessee, Lessee shall, as soon as praoticable but no later
than two (2) days after it receives notice thereof, notif, the legal counsel of L,essor and the Rislc
Management Division of the New Mexico General Serviees Deparhnent by certified mail. This
Paragtaph 24(A) shall survive the termination, cancellation or relinquishment of this Lease, ancl any
cause ofaction ofLessor to enfolce this provision shall not be deemed to accrue until Lessor's actual
discovery of said liability, claim, loss, damage, or expense.
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B. During the Tenn of this Lease, Lessee shall, at Lessee's cost and expense, obtairr

and maintain at all times with insureru authorized to clo business in the State of New Mexico
commercial general liability insurance (in the bloadest form then available in New Mexico) that
names the Lessor ("New Mexico State Land Office") as an insured or as an additional insurcd,
protecting the Lessor against clairns for bodily injury, personal injury, death and properfy damage.

Such an insumnce policy must specifically provide cover"ge fol the Lessor and its employees and

agents in minimum amounts of $200,000 for damage to or desh'uction of each legally described real
property arising out of a single occuruence with an aggregate of $1,000,000; $1,000,000 per
occun'ence/aggregate for bodily injury, personal injury or death; and $1,000,000 with respect to any
one occuflence. Higher coverage for the Lessor may be reasonably requiled by the Lessor from time
to time, including but not limited to inøeases needed to provide complete coverage for Lessor's
maximum liability under the New Mexico Tort Claims Act, Section 4l-4-l et seq. NMSA 1978.

Insofar as the above-described insurance plovides protection against liability for damages to third
parties for personal injury, death, and property damage, lessor shall be included as an additional
insured, provided such liability insurance coverage shall also extend to damage, desh'uction and
injury to Lessor-ownecl or Lessor-leased property ancl Lessor personnel, and caused by or resulting
flom work, acts operations or omissions of Lessee. Lessor shall have no liability for premiums
charged for such coverage, and inclusion ofLessor as an insured parly is not intended to, and shall
not make Lessor a pafiner or joint venturer with Lessee in its operations,

C, The policy of insurance lequiled to be maintained by Lessee pursuant to Paragraph

24(B) shall be reasonably satisfactory to Lessor and shall (a) provide for the benefit of Lessor that
thifty (30) days plior written notice of suspension, cancellation, terminâtion, modification, non-
renewal or lapse or material change of coverage shall be given to all insurcd parties and that such

insumnce shall not be invalidated by any act or neglect oflessor, nor by any foreclosule or other
proceedings or notices thereof relating to the Land, leasehold or irnprovements, nor by occupation of
the Land for purposes more hazardous than are permitted by such policy; (b) not contain a provision
relieving the insurer thereunder of liabilify for any loss by rcason of the existence of other policies of
insurance covedng the Land, leasehold or improvements against the peril involved, whether
collectable or not; and (c) include a contractual liability endorsement evidencing coverage of Lessee's
obligation to indemniff Lessor pursuant to Paraglaph 24(A),

D. In addition, the Lessee must obtain at its own expense, insumnce coverâge
adequate to protect its operations, propeÉy, employees and agents in amounts Lessee finds sufficient.
f,essee shall be solely responsible for obtaining insurance policies that provide coverage for losses of
l,essee-owned property, including improvements. Lessor shall not be required to provide such

insurance covelage or be responsible for payment ofLessee's costs for such insurance.

E. Within ten (10) days a{terthe execution of this Lease by Lessor and delivery to
Lessee, Lessee shall deliver to Lessor original or duplioate certificates of insurance, irlsurance
policies, and policy riders/endorsements evidencing all the insurance whish is requiLed to be

maintained under this Lease by Lessee certifuing that all requirements set forth herein have been

cornplied with, and within ten (10) days prior to the expilation of any such insuranee, other original
ol duplicate policies or certificatos evidencing the renewal ofsuch insurance. A certificate, policy,
enclorsernent or ridor which states that failure to give Lessor notice irnposes no liability or obligation
on the insurer shall not be in compliance with this Lease, For example, certificates or policies stating
that the insurer shall "endeavor to notifu" and that "failure to give such notiee imposes no obligation"
on the insurer are unacceptâblE to Lessor. tailure to comply with the insurance specifications in this
Lease is a material breach of the Lease, DiffBrent types of required insurance may be written in one

or moro policies,

25. SCOPE Of AGREEMENT, This lease incorporates all the agreements, covenants and

understandings between Lessol and Lessee concelning the subject lnattel hereofand all such agreements,
covenants and understandings are merged into lhis written lease, No prior agteement or undel'standing
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betweeir Lessor and Lessee shall be valid or enfolceable unless expressly elnbodied in this lease. ln the
event that any paft of this Lease is determined to be unenforceable it is the intent of the Lessor and the
Lessee that the remainder of the Lease rcmains in effect,

26, AMENDMENT. This Lease shall not be altered, changed or amended except by an instrument
executed by both Lessor and Lessee.

27. EXHAUSTION OF ADMINISTRATM RtrMEDIES. ln thp event that Lessee is aggrieved by
a decision of Lessor to cancel this Lease, Lessee shall within thirfy (30) days after the date of such decision
fileanadministrativecontestpursuantto19.T,64NMSA(1978)and 19.2.15NMAC. Lesseeshallinitiate
no coult action legarding this Lease except to appeal a final decision of the Commissioner of Public Lands
rendered pursuant to such a contest ¡rroceeding, and as provided by 19.7.64 NMSA (1978).

28. SUCCESSORS IN INTEREST; THIRD PARTIES. Allterms, conditions and covçnants of this
Lease and all amendments thereto shall extend to and bind the heirs, successom and assigns of Lessee ancl

Lessor, There are no third party beneficiaries of this Lease.

29. IIOLDING OVER. If Lessee enters upon the Leased Premises after the tennination or cancellation
of this Lease for any pulpose, or leaves any equipment, buildings, materials, property or debris on the
Leased Premises after the termination or cancollation of this Lease, the rent dr¡e Lessor for such enfiy or
presence shall be $f 29.55 for eaclr day or any part of a day. Nothing contained herein shall be construed
as the gl'ånt to Lessee of the light to enter the Leased Premises for any puryose after the termination or
cancellation of this Lease without the prior written consent of Lessor,

30. LEASD ENTERED INTO UNDER STATE LAND OFFICE RULß 9. This Lease is governed
by New Mexico State Land Offioe Rule 9, "Business Leasing" (19.2.9 NMAC), and the plovisions of that
rule contlolthe interpretation and application of the tenns of this Lease.

Executed in duplicate,

LESSEE: LESSOR:

MATADOR PRODUCTION COMPANY NEW MEXICO COMMISSIONER OF
PUBLIC LANDS

Sigtalure

C¿ ¡la ,l), Aù*rns tr^
STEPHANIE GARCIA RICHARD

PrínÍ Name

Ex+-eut t¿€ l),rk P"l,,tô*^)7

Date

Tltle

[The renainder of this page inÍentiottalll' leÍt blank,J
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ACKNOWLEDGMENT IN AN INDIVIDUAL CAPACITY

State of

County of

This instrunent was acknowledged before on (date) by

(name).

(seal)

(Signature of notalial officer)

My cornmission expires :

ACKNOWLEDGMENT IN A REPRESENTATIVE CAPACITY

State of

County of

1ãr* s

Dnuu+s

This instrument was acknowledged befirre on (date) by

Ce^r¿ /. ADAA' (name) as
ú .*)'f

(iitle) of

4 no¿ P , ' :.2 .^t Con*ytl (name of party on behalf of whom instrument is

executed).

(seal) (Signature of notarial oflicer)

My commission expiles: h
Sarah Melita Pitts
My Comm¡¡qon Exsrss
09t26t2023
l0 No. 1303E5581
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I

New Mexico State Land Office
Best Management Practices for Surface Users

Design. To ensure public safety and the protection of trust resources, projects should
be designed to minimize new surface disturbance and should be in compliance with
New Mexico State Land Office (NMSLO) best management practices for surface
users. The Commissioner of Public Lands may review design plans, and may
determine whether professional engineering design or construction oversight is
necessary. The Commissioner may waive or include any additional specific best
management practices as necessary in the best interest of the trust.

a. Design
i. No new surface disturbance will be perrnitted in riparian areas, wetlands,

playas or floodplains. There will be a 15O-foot setback from the outer wet
edges (normal high water rnark) of wetlands and playas, and a 5O-foot
setback from the 1OO-year flood stage of the floodplain associated with
riparian areas. Boring under water features may be allowed if designs are
approved.

ii. All efforts shall be made to minimize new surface disturbance: new
construction shall be located in pre-existing disturbed areas, including
existing roadbeds, rights-of-way, or in pre-existing or dedicated
development areas and corridors.

iii. No new surface disturbance will be permitted u,ithin 5O-feet of the normal
high water rnark of ephemeral drainages, floodways, arroyos or other short
duration flow channels, except when crossing these channels and
drainages. Drainage crossings will be perpendicular to flow, and will be
built to accommodate flood events and to control erosion.

iv. Design plans shall:
l. Include a cadastral survey;
2. Minimize new surface disturbance by locating in pre-existing

disturbance areas, or designated development areas or corridors,
and designing for minimum necessary area of impact according to
expected purpose and use;

3. Avoid wetlands, known criticalhabitat and protected areas;
4. Avoid steep slopes (>12%); grades fi'om 4-l 0%o are preferred for

nranaging drainage; roads and rights-of-way are best placed at the
toe of slopes where cross slope is between 5%o and 40Yo;

5. Preserve as much natural vegetation and living root structure as
possible. Use blading only where not to do so would create an
unsafe work environment. Mow, or cut and shred vegetation, rather
than blading whenever possible. Grubbing is less destructive than
blading, and may be used as an alternative where mowing is not
possible; in mowing or grubbing, if mesquite or other colonizing
non-desirable vegetation is involved, include an herbicide
treatment to inhibit spread that rnay be caused by mowing or

L
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grubbing;
6. Avoid alteration of natural drainage patterns;
7. Provide adequate surface drainage; as grade steepens drainage

features, such as water bars, must be closer together; drainage
features on fine grained soils should be closer together;

8. Reduce impervious surfaces by limiting area of impact;
9. Account for specific site topography, soil type, drainage and

hydrology, i.e. fìt construction to the natural terrain by conforming
to the ground, rolling the grade, minimizing cuts and fills, and
managing for erosion; medium to coarse textured soils (sand-sized
particles and larger) are best suited to low-standard rural roads;

10. Account for cultural resources at least in accordance with
minimum standards set fonh in NMSLO policy;

1 l. Account for biological resources at least in accordance with
minimum standards set foth in NMSLO Policy;

12. Include a spill containment and prevention plan where hazardous
materials are involved, including requirements for berms and
lining where necessary:

13. Include a storm water pollution and prevention plan where
hazardous materials are involved and the site falls within a 100-
year flood plain of any major drainage;

14. Include an erosion control plan for drainage crossings, head-cuts,
gullies and rills, including soil stabilization structures, ditches,
water-bars, and the size and location of culvefts and bridges;

15. Include a reclamation plan detailing the removal of irnprovements,
soil stabilization and the re-vegetation process;

16. Include an access control plan;
17. Use only native weed-free ceftified seed for reclamation;
18. Use only ceftified freshwater (<140 ppm chloride, ceftified safe

drinking water) for reclamation;
19. Use local materials where possible;
20. Include a noxious weed prevention plan;
21 . lnclude a dust abatement plan;
22. Address clearing, grading, and cut and fill processes;
23. Address crown, inslope, outslope and shoulder design (roads);
24. Address trenching and boring design, including depth, casing, core

sarnpling, valve location and access management (pipelines);
25. Include professional engineer plans and specifications for bores,

bridges, or other rnajor construction elements that present a
potential hazard to the public or environment;

26. Address span and pole design (powerlines);
27. Define use, location and size of temporary work space, temporary

storage and turnouts;
28. Address logistics of construction;
29. Address all pertinent state and federal regulations.

2
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2. Construction. Construction involves all aspects of implementation of the design.

a. Construction Practices: During construction the lessee shall:
i. Control access to the construction site;
ii. Control unauthorized use of space adjacent to permitted rights-of-way,

easements and lease use areas;
iii. Maintain temporary erosion control structures, such as silt fencing to

prevent sediment flow during construction;
iv. Implement dust abatement plan and use only certified freshwater (<140

ppm chloride, cer-tified safe drinking water) on areas that will be
revegetated;

v. When requested by the Commissioner, engage a compliance inspection
officer to monitor quality control and compliance with NMSLO best
management practices;

vi. Sample, test and monitor to ensure construction materials meet design
specifications;

vii. Dispose of unsuitable or excess construction or excavation material in
approved locations to minimize adverse impacts to water quality or other
resources; construction waste and debris will not be buried on state trust
land without express permission from the Commissioner

3. Maintenance. Roads should be maintained routinely during active use and after
major storm events to ensure that road surfaces are intact and serviceable and
drainage structures are functioning properly. Pipeline, transmission line and other
exclusive rights-of-way should be monitored routinely and maintained when
necessary to ensure that public access is closed, drainage is functioning properly, and
that reclamation effons are successful. Operational equipment, work spaces, facilities,
and structures shall be maintained routinely during use to function properly and to
minimize adverse impacts to the public or the environment. Reclaimed areas,
including temporary work spaces, yards, pads, pits, roads, pipelines, transmission
lines or other lease areas, should be monitored for at least two years and retreated
where necessary to manage erosion, noxious weeds and seeding success. Lessees
sharing a right-of-way rvill be held jointly and severally responsible for maintenance
of the right-of-way. The NMSLO encourages holders of shared rights-of-way to
develop maintenance agreements.

a. Maintenance Practices: At all times, lessees must stay within the length and
width of the permitted right-of-way. If maintenance requires work outside the
boundaries of the right-of-way, the lessee must seek an amendment to the right-
of-way or a right-of-entry for reclamation or maintenance:

i. Grade and shape roadway surfaces to maintain distinct inslope, outslope or
crown shape to move water effectively off the road surface;

ii. Compact graded roadway surfaces to preserve hard driving surface;

3
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replace surface material when needed; implement dust abatement plans;
iii. Fill ruts and potholes with gravel or compacted fill or remove ruts through

rolling dips and water bars; reshape structures to maintain proper function;
iv. Clean ditches and reshape when necessary to allow adequate flow

capacity:-
v. Remove debris from the entrance of culverts to prevent plugging and

overtopping; check for signs of damage;
vi. Replace or repair rock armor, erosion control structures, or vegetation

used for slope protection, scour protection or energy dissipation;
vii. Inspect and repair fencing, gates, cattle-guards and other access control

structures;
viii. Inspect facilities, structures, equipment and operations for leaks,

hazardous material releases, hazardous conditions, and proper functioning
condition;

ix. Inspect reclamation, revegetation and noxious weed treatments and re-
treat as necessary to rnaintain proper functioning of erosion control and
establ ishment of native vegetation.

4. Reclamation. See Attachment A for Sample NMSLO Surface Reclamation Plan

a Reclamation Objectives: To reduce and prevent erosion, remove contaminants
and contaminated materials, restore clean soils, restore native plant diversity and

abundance, restore and maintain hydrological reginre, and restore and maintain
productive habitat for livestock and wildlife;

b. Applicability: These Reclamation Requirements are applicable to all reclamation
activities on state trust lands including: hazardous materials spills/releases, site
closure for oil and gas, mineral and business leases, plug and abandon site
reclamation, mine site reclamation, pit, pad, or pond reclamation, illegal dump
reclamation, road and pipeline reclamation, dairy farm or other agricultural
impact reclamation, and any other clean up or reclalnation activity on state trust
land;

Access: If the spill/release or reclamation project extends beyond the lease

boundary or permitted right of way, the responsible parry shall contact the
NMSLO Rights Of Way Division and obtain a remediation right-of-entry;

d. Compliance: Before commencing any new ground disturbing activity, the
responsible party shall:

i. Conduct an archaeological survey of the impacted area, or verify that the
area has already been surveyed and that no cultural properties will be

impacted by ground disturbing activities;

c
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il Immediately stop all ground disturbing activities and contact NMSLO
for further direction, if cultural properties have been impacted by a
spill/release or reclamation project;
Verify compliance with NMSLO biological and cultural resource policies
for the area to be reclaimed; conduct surveys where necessary;
Verify compliance with all state and federal regulations, including but not
limited to storm water pollution and prevention, air quality control, and

hazardous materials di sposal ;

lIl.

IV

e. Hazardous Material Spill/Releases:
i. Oil and Gas Activity:

¡ Upon discovery of any oil and gas related hazardous material spill or
release, either current or historic, the responsible parly shall:

o immediately notify OCD and NMSLO;
o File C-141 form with OCD;

ii. Other Spill/Releases:
. Upon discovery of any non-oil and gas related hazardous material

release, including mine waste, either current or historic, the
responsible pafty shall:

o immediately notify NMED and NMSLO'

f. Delineation: Upon discovery of contaminated soils, the responsible party shall
delineate the horizontal and vertical extent of the contamination; submit a

delineation plan for approval by the NMSLO; for oil and gas related
contamination, the NMOCD must also approve the delineation plan; the NMSLO
may review NMOCD approved plans for adequacy of sampling related to
restoration of surface conditions; for non-oil and gas related contamination, the
NMED may require delineation and monitoring related to surface and ground
water impacts; the NMSLO may require any necessary sampling or reclamation
related to the restoration of surface conditions;

g. Reclamation Plan: A reclamation plan shall be submitted with all lease

applications involving surface disturbance. In the event of a spill or hazardous
materials release, the responsible party shall submif a reclamation plan for
approval by the NMSLO within 30 days of completion of delineation. In all other
situations, the responsible party must submit areclamation plan to the NMSLO
within 30 days of receiving a notice to reclaim. The reclamation plan shall address

each of the matters cited below; these best management practices shall constitute
minimum requirements for reclamation plans submitted under the following rules:
leasing for general mining 19.2.2.24,Ieases and permits for caliche, gypsum, clay,
sand, gravel, stone, shale, perlite, volcanic deposits and borrow dirt 19.2.5.g(B)t
unless otherwise permitted by the NMSLO, the reclamation plan and all
earthworks required for reclamation must be approved and completed within 6

5
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months of completion of construction for any right of way lease, or improvement
under an agricultural lease, or within 6 months of closure or final use of any
business lease, mineral lease, or oil and gas lease;

h. Removal/Containment: The responsible party will remove and replace any
contaminated soils, including contaminated caliche or base course. Contaminated
soils and caliche shall be disposed of only in state permitted disposal locations
such as land farms or hazardous disposal sites, and in accordance with state and

federal regulations. Contaminated soils shall be removed at least to the rooting
zone. Removal shall be based on site delineation, but in areas of deep saturation
and deep soils this depth is typically four feet; removal depth may be less in
shallow soils. If any contaminated soil remains at the site the reclamation plan
must address containment, including the potential for the contaminant to wick
upward into the rooting zone or downward toward groundwater. If complete
removal is impossible, the responsible parÍy may apply to the NMSLO for a
variance to stabilize and contain the hazardous material that cannot be removed. If
the NMSLO agrees, a stabilization and containment plan may replace or
supplement the removal and replacement plan. In addition to the removal of
contaminated soils, the responsible party will remove all uncontaminated caliche
or base course.

i. Soil Replacement: The responsible party will replace contaminated soils, caliche
or base course, and uncontaminated caliche or base course, with ceftified clean
top soil; replacement soils should have comparable structure and chemistry to
healthy, native undisturbed soils in the vicinity.

j. Trash and Debris: Unless equipment is to be re-used onsite, the responsible
party shall remove any trash, debris, garbage, rubbish, junk, scrap, or broken or
contaminated equipment, such as pipelines, plastic lining, surface flowlines,
tanks, scrap materials of any kind, or other equipment and shall dispose of all
such trash and debris in accordance with state and federal regulations within 30

days of final use or completion of construction; no hazardous substances, trash or
litter will be buried or placed in pits on state trust land without express written
permission of the Commissioner.

k. Surface Preparation: The responsible party will contour the ground surface to
blend in with the surrounding topography to allow the natural hydrology of the
basin to function without impediment or impact; no major depressions or pits will
be left that will trap water or cause ponding except where the project involves a

mining pit u,here there is no possible outlet, slopes will not exceed 3:1 (run to
rise).

l. Erosion Control: Where active transportation of sediment through gullying,
headcutting, slumping or deep or excessive rills (greater than 3 inches deep)
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occurs within the lease area or within the adjacent area of impact, the responsible
party will install erosion control structures to repair and control gullies, head-cuts,
rills, and other forms of sediment movement;

i. Erosion control structures shall be designed to restore natural hydrological
function and flood regime, and to the extent possible should use local rock
or bio-degradable materials and low-energy, minimum -necessary desi gns;

ii. Erosion control structures may include, but are not limited to, one rock
dams, rock mulch rundowns, zuni bowls, media lunas, swales, berms,
terraces, waffles, rock or log mats, hay mulch, gabions, bales or other
stabilizing enhancements to control erosion;

m. Drainage Control: Where ephemeral, intermittent or permanent water flow-ways
or drainages cross, intersect or bisect a lease, the responsible pafty shall install
drainage control structures to manage water flow, especially across roads, pipeline
rights of way, or other structures that may interfere with natural drainage;

i. Drainage control structures shall be designed to mimic natural
hydrological function and flood regime as much as possible so as not to
increase the erosional impact of hydrologic flows to the structure or to the
upstream or downstream landscape; drainage control designs shall be
engineered or built in consultation with the NRCS and approved by the
NMSLO;

ii. Drainage control structures may include but are not limited to road bars,
culvefts, water bars, parallel and lateral ditches, drains, and low water
crossings:

n. Seedbed Preparation: All disturbed soils within the lease area will be
revegetated. The responsible party will prepare the seedbed in consultation with
the NMSLO to maximize potential for success. This may include, but is not
limited to, a combination of watering with certified fresh water (<140 ppm
chloride), mechanical packing to consolidate loose soils, disking or ripping to
loosen compacted soils (up to l8 inch depth with furrow spacing of 2 feet),
crimping hay mulch into the soil (2 tons/acre), furrowing or imprint rolling to
create microhabitats, scarifying (minirnum 4 inch depth), adding soil
amendments, contouring and/or importing top soil. Note: Caliche is not top soil
and should not be mixed or flipped into the top soil.

o. Revegetation: The responsible party will seed the prepared seedbed with a drill
seeder or hydraulic seeder with different sized seed boxes; unless otherwise
authorized by the NMSLO, hydro-seeding will be used on 3:l slopes or greater;
all disturbed areas will be seeded with the seed mixture(s) provided or approved
by the NMSLO; the seed mixture u'ill be planted in the amounts specified in
pounds of pure live seed per acre; the seed will contain no primary or secondary
noxious weeds; commercial seed will be either certified or registered seed; the
seed drill will be equipped with a depth regulator, and seed will be planted at the
depth prescribed by the NMSLO; the seed mixture will be evenly and uniformly
planted over the disturbed area; seed mixes should be provided in bags separating

7
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seed types into size categories, to ensure that the appropriate seed drill box is used
for each species; broadcast seeding will only be allowed when no other option is
available; where broadcast seeding, the area should be disked with a tandem,
double-disk harrow, one day prior to broadcast seeding and the lbs/acre are to be
doubled; seeding will be conducted no more than two weeks following
completion of final seedbed preparation; seeding should take place at the
beginning of the growing season prior to the monsoon season unless otherwise
directed; seeding will be repeated until a satisfactory stand is established as

determined by the NMSLO; evaluation of growth will not be made before
completion of at least one full growing season after seeding; seeding will be
repeated until a satisfactory stand is established.

p. Noxious Weeds. The responsible pafty will prepare a noxious weed plan in
consultation with the NMSLO and noxious weeds will be monitored and treated
on an annual basis until controlled.

q. Access Control. Unless otherwise authorized by the NMSLO, the responsible
pafty will close all reclamation areas to public access; private access points will
be gated, fenced and signed; unauthorized or trespass access points will be
pennanently closed and signed;

i. Gate and Fencing Specifications: Unless otherwise directed by the
NMSLO, a locked metal gate with 4-inch H-braces and a permanent fence
extending at least 100 feet from either side of the gate, orto the next
adjacent gate, will be installed to block public access to all closed
reclamation sites; fence will be constructed with steel T-posts on l6-foot
spacing, with stays every 8 feet and 4 strands of barbed wire; the top wire
should be set at 42 inches above the ground surface; inline braces will be

used at intervals not to exceed 660 feet; corners will be braced and set in
concrete; fence wire will be attached on the outside of the T-posts with
wire ties;

ii. Permanent Closure Specifications: Dirt benns. permanent hard barriers
or rock barricades will be installed to block unauthorized access points to
reclamation sites; benns and barriers will be at least 3 feet high and will
extend the width of the access point; benns will be hard packed;barriers
and barricades may be constructed of metal pipe rail, concrete, or rock and

may be used in combination with berm work to ensure closure of an

access point:
iii. Signage: Signs should be noticeably visible and should clearly state that

public access is not authorized.

r. Monitoring. The responsible pafiy will monitor the reclamation site annually
until relinquished by the NMSLO; prior to relinquishment, the NMSLO may
require supplemental clean up, maintenance of erosion control structures,
additional reseeding efforts, or noxious weed treatments to ensure success of
reclamation; the NMSLO may request detailed annual monitoring reports
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depending on the severity of the situation.

s. Reporting. The NMSLO may require weekly updates during the course of the
initialreclamation work;weekly updates will include a brief narrative statement
of work completed with photo documentation; upon completion of the initial
reclamation work, the responsible party will notify the NMSLO that the site is
ready for inspection; annual monitoring reports may be required depending on the
severity of the situation.

t. Relinquishment: The NMSLO will inspect the initial reclamation work upon
completion and will provide the responsible party with a statement indicating that
the initial work has been completed as required and detailing any follow up work
that may be necessary prior to relinquishment; notice of relinquishment will be
provided upon complete satisfaction of aIINMSLO reclamation requirements.

5. Resources.

Reducing Erosion from Unpated Rural Roads in Neu, Mexico, A Guide to Road
Construclion and Mainlenance Practices; State of New Mexico Natural Resources
Department Soil and Water Conservation Division, November 1983.

The Gold Book, Surface Operating Standards and Guidelines for Oil and Gas
Exploration and Deyelopment;Bureau of Land Management, Fourth Edition-
Revised 2007.

Neu¡ Mexíco Foresl Praclíces GuidelÌnes; E,nergy, Minerals and Natural Resources
Department, Forestry Divi sion.

Low - Vo I um e Ro ads En g ine e r i n g B MP s ; https ://www.fs. fed. us/t-
d/programs/forest m gmt/projects/lowvolroads/ch4.pdf

llater Harvesting.fi'om Lou,-Standard Rural Roads; Bill Zeedyk, A Joint Publication
of The Quivira Coalition, Zeedyk Ecological Consulting, LLC, The Rio Puerco
Management Committee-Watershed Initiative, and the New Mexico Environment
Department-Surface Water Quality bureau, April 2006.
http ://altarvalleyconservation.org/wp-content/uploads/pdf/ I 5 97-
A_Good Road-Lies Easy on the Land.pdf

Revegelation Guidelines Handbookfor SouÍheaslern Neu, Mexico, New Mexico State
Land Office, July 2018.

6. Authorities.

ROW Rule: (19.2.10 NMAC)
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A ROW lessee shall file an affidavit of completion within 60 days of completion. 19.2.10.21
NMAC

ROWs may be used only for authorized uses as granted (e.g. a pipeline or powerline ROW may
not be used as a public road). 19.2.10.22 NMAC

The CPL may terminate any ROW for failure to comply with any term or condition of the grant.
19.2.10.26 NMAC

Anyone constructing a ROW, in consultation with the CPL, must take all steps necessary to
preserve and protect the natural environmental conditions of the land including reclamation and
re-vegetation. I 9.2.10.28 NMAC.

Road Rule: (19.2.20 NMAC)
All roads constructed on state trust lands shall be constructed in accordance with the minimum
requirements described in 19.2.20.10 NMAC and maintained in accordance with the standards
described in 19.2.20.11 NMAC. 19.2.20.9(A) NMAC.

Construction and maintenance of these roads will be done in a manner that insures that
authorized traffic remains within the right-of-way and erosion damage is mitigated .19.2.20.9(C)
NMAC.

Road Construction Standards : ( I 9.2.20. I 0 NMAC)
Width. l4' single lane,20' double lane, maximum grade I0% without engineered design

19.2.20.10(A) NMAC.
Drainaee. Drainage control shallbe ensured through the use of dips, turnouts, and

culverts etc. Drainages will be constructed in such frequency necessary to prevent headcuts or
other forms of accelerated erosion or damage on adjacent areas. 19.2.20.10(A) NMAC.

Culverts. Culverts shall be used on grades in excess of 10%o and all major drainages and
on roads when dips are not feasible.

Road Surfacine: Roadbeds should be surfaced where all weather access is needed.
Roadbeds should be reasonably smooth, free of ruts, chuckholes, rocks, slides, washboards, dust
pockets, soft spots or other driving hazards.

Fencing: 4-strand barbed wire, I 2-inch spacing.

Road Maintenance Standards: (19.2.20.I I NMAC)
Lessees shall be responsible for preventative and/or corrective road maintenance, including
roadbeds, shoulders, ditches, culverts and drainages, fences, gates and cattle guards, ford and low
water crossings. 19.2.20.11 NMAC.

ReclamaÍion: (19.2.20. I 2 NMAC)
The seedbed will be prepared and the roadbed reseeded. 19.2.20.12 NMAC.

Oil and Gas Rule: (19.2.100 NMAC)
Site Development: All access roads shallbe built, maintained and reclaimed in

accordance with 19.2.20 NMAC
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Review and Inspection: State land office personnel or oil conservation division personnel

may, from time to time, recommend actions necessary to comply with reasonable use of the
surface and prudent operator standards. (19.2.100.66(D) (l ) NMAC).
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