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Wyoming State Lands Special Use Lease and
 

Wyoming Game and Fish Department
 
Memorandum of Agreement
 



 

August 7, 2008 	 BOARD MATTER D - 7 

ACTION: APPROVAL OF SPECIAL USE LEASE APPLICATION 

AUTHORITY: W.S. 36-5-114; Rules Chapter 5, Section 3 

Type of Use: 	 Methane and Helium Recovery Facility 

Lease No.: 	 SU-599 

Applicant:		 Cimarex Energy, Inc. 

County: 	 Sublette 

Acres: 	 33.83 

Description:		 Tract in E2 
Section 16, Township 29 North, Range 114 West, 6th P.M. 

Improvements: 	 Proposed Improvements:  Seven Buildings with Equipment in 
each building described as: Control Room/Office/Shop, Motor 
Control Center 1 and 2, Compressor Building, Processing 
Building, Sour Gas Building, Carbon Dioxide/Hydrogen Sulfide 
Injection Pump Building, Warehouse, Switchgear/Control 
Building with the Electrical Substation plus Plat Inlet facility, 
Propane Refrigeration System, Flare Stack, Atmospheric 
Storage Tanks, Cryogenic Separation Equipment, 
Communications Infrastructure, Various Plant Pipe Racks and 
Appurtenances, a Warehouse Building, Plant Security Fencing, 
Electrical Pole Structures, Well Flow Pipelines, etc., Water Well, 
Waste Facilities with an applicant estimated value of 
$40,000,000.00 

Recommended Rental: 	 $19,000.00, per year adjusted annually by 2.7% to offset 
inflationary pressure and subject to five year rental review 

Recommended Term: 	 September 1, 2008 to September 1, 2058 
(50 Years) 

Discussion: 

The Rands Butte Project entails the building and installation of a Methane & Helium 
Recovery Facility (MHRF) which will produce methane and helium from the Madison 
formation in the Riley Ridge Federal Unit (RRU) and will re-inject all byproduct gasses such 
as carbon dioxide and hydrogen sulfide back into their source producing formation. No 
liquid petroleum products will be produced. No sulfur products will be produced. 

This application was submitted to the Board for consideration during the June 5, 2008 
Board meeting. Following testimony from the Wyoming Game and Fish Department (Game 
and Fish), the grazing lessee and Cimarex, the matter was deferred pending further 
investigation by the Office and scheduling of a field inspection by the Board. 

Since the June meeting, the Board of Land Commissioners has conducted an onsite field 
inspection (June 16, 2008) to gather specific facts related to the proposed project. 
Additionally, a meeting involving Cimarex, Game and Fish and affected landowners was 
held on June 24, 2008 to identify and discuss specific concerns and possible solutions 
related to the proposed MHRF plant. Finally, a meeting was held on July 11, 2008 between 
Game and Fish and Cimarex to discuss the mitigation measures and possible stipulations 
that would be placed on the Special Use Lease should it be approved. 
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Recently, a Mitigation Agreement between the Game and Fish and Cimarex has been 
agreed upon that would provide funding for elk monitoring and research, habitat 
enhancement and elk damage prevention. Correspondence detailing the Agreement is 
attached as Exhibit A. The projects would be funded by Cimarex with funds held by a 
mutually agreed upon third party and administered by the Game and Fish. Additionally, 
lease stipulations have been agreed to that would serve to reduce /mitigate impacts 
associated with the facility (Exhibit B). 

An analysis of the proposal including discussions regarding background, siting 
considerations, construction and operational impacts, potential impacts to elk winter range 
and income to trust beneficiaries is attached as Exhibit C. 

Public / Agency Comment 

Comment from the Game and Fish and the public regarding the proposed project has been 
received by the Office. General concerns related to the proposed MHRF can be 
summarized as follows: 

1) Negative impacts to the Riley Ridge elk herd and potential increased threat of 
brucellosis transmission. 

2) Air quality impacts related to ozone and Hydrogen sulfide 
3) Potential water quality impacts 
4) Reduction or cancellation of BLM or State grazing lease(s) 

As stated earlier, the Game and Fish has approved the Mitigation Agreement and lease 
stipulations that would serve to reduce/mitigate impacts to the elk herd and adjacent 
landowners that may be affected by change in elk distribution patterns. As the plant will be 
essentially a zero emissions facility, negative impacts to air quality are expected to be 
minimal. Hydrogen sulfide gas is easily dispersed by air movement. Due to wind intensity 
and flow at the preferred location, dispersion of any Hydrogen sulfide, that may be 
accidently released, would be maximized. Cimarex is currently working with the Department 
of Environmental Quality to conduct an extensive analysis of air quality in the Riley Ridge 
area. As the gasses will be re-injected into source formation, no water quality impacts 
would be expected. In addition, this potential will be evaluated by the Wyoming Oil and Gas 
Commission prior to approval of required permits. Finally, there are no anticipated effects 
related to the cancellation or a reduction in AUMs of either a State or federal grazing lease 
resulting from the proposed plant, Mitigation Agreement or the lease stipulations. 

Comments received by the Office are attached as Exhibit D. 

Other permitting requirements associated with construction of the MHRP are detailed under 
Section E of the Detailed Analysis (attached). These permitting and regulatory compliance 
measures will provide the public additional opportunities for comment on the project. 

It has been determined that this special use lease application site is not in a sage grouse 
habitat core area. 

DIRECTOR'S RECOMMENDATION: 

The Director provides this Board Matter for the above described Special Use Lease 
application for consideration with a recommendation to approve conditioned upon Cimarex 
compliance with provisions of the Mitigation Agreement with the Wyoming Game and Fish 
Department, lease stipulations designed to minimize disturbance to the Riley Ridge Elk 
herd and compliance with all other applicable local, state and federal regulations. Should 
the Board approve the application, the lease would be for a fifty year term at a rental of 
$19,000.00 per year adjusted annually by 2.7% to offset inflationary pressure and subject 
to a rental review every five years. A bond required by Cimarex Energy, Inc. equal to an 
Engineer’s estimate for reclamation of the site until such time as it is no longer being used 
would be required. Approval of the application is not to be considered as an approval of the 
applicant’s estimated value of improvements. 

BOARD ACTION: ________________________________________________________ 
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