December 7, 2017

BOARD MATTER E-2

ACTION:

Consider State of Wyoming Oil and Gas Lease Term Extension

AUTHORITY:

W.S. § 36-6-101; Board of Land Commissioners’ Rules and
Regulations, Chapter 18, Section 6 and Section 8(b),

ALTERNATIVES:



Approve Wyoming Oil and Gas Lease Term Extension
Deny Wyoming Oil and Gas Lease Term Extension

ANALYSIS:
SM Energy Company (SM Energy) has requested a one year lease term extension for a
State of Wyoming Oil and Gas Lease (see formal request attached). This is the first lease
term extension requested for State of Wyoming Oil and Gas Lease 12-00511. If approved,
this extension will hold the Lease until December 1, 2018 should production not occur.
Commencement of operations on Lease 12-00511 have been delayed due to a delay in
the well permitting process. The operator of the lease, Anschutz Oil Company, LLC
(Anschutz), has received approved permits to drill by the Wyoming Oil and Gas
Conservation Commission (WOGCC). The wells are permitted by the WOGCC to develop
both state and federal minerals. Anschutz has initiated the federal permitting process and
is awaiting approval of the wells scheduled to be drilled on this lease. SM Energy, as
lessee of Lease 12-00511, is requesting this extension to allow time for the federal
approval process to occur and the Lease to be developed.
Pursuant to the Board of Land Commissioners’ (Board) Rules and Regulations, Chapter
18, Sections 6 and 8, SM Energy will submit the required $2.00 per acre rental payments,
and will submit a $10,000.00 cash bond with the Office of State Lands and Investments
(OSLI) to secure any future liquidated damages, refundable upon the lessee’s fulfillment
of lease drilling requirements.
In accordance with OSLI’s existing coordination process with the Wyoming Game and
Fish Department and the Wyoming State Historic Preservation Office, it is recommended
that the following Standard Stipulations be applied to the described lease.
Lease
12-00511

Description
T41N R76W
Sec. 7 NESW

County
Campbell

Request
1st

Stips
1, 136

Wyoming State Historic Preservation Office
#1: Standard Stipulation relating to discovery of historical, archeological, or
paleontological deposits within the leased area.
Wyoming Game and Fish Department
#136: Standard Stipulation relating to development and production within an area
of concern for the spread of aquatic invasive species.
The specific language of all Standard Stipulations can be found at:
http://slf-web.state.wy.us/MLease/auctions/stipulations.pdf
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DIRECTOR'S RECOMMENDATIONS:
The Director recommends approval of a one year lease term extension for State of
Wyoming Oil and Gas Lease 12-00511 to expire December 1, 2018, if not then held by
production or ongoing drilling operations. It is also recommended that the extension be
granted on the condition that the lessee agrees to pay liquidated damages in the amount
described above if it does not commence drilling operations to completion of a well within
the extended term, and with the above described Standard Stipulations. The lease will be
subject to an annual rental rate of $2.00 per acre.

Board Approved

BOARD ACTION: ______________________________________________________

