»

| 140368 194 PAGE
Firm 31001 ' U _FED STATES 3 BOOK 194." msi. EVADA
= . Spure T b T eEvanA

OFFER TO LEASE AND LEASE FOR OIL AND GAS

The undersigned fmm)oﬁenlolnudlwmolmemmlmzmimavnﬂuble for lease pursuant to the Mincral Leasing Act of 1920, as amended and supplemented (30 U.S.C. 181
¢ 5eq.), the Mincral Leasing Act for Acquired Lands of 1947, as amended (30 U.5.C. 351-359). the Attorney General's Opinion of April 2, 1941 {40 Op. Atty. Gen. 41), or the

READ INSTRUCTIONS BEFORE COMPLETING
Energy Partners Nominee Company

B, Name C/0 Duncan Energy Campary RECEIVED
Stxee 1777 South Harrison, P-1 _
City Swe. ZipCode  Denver, CO 80210 T enma
2. This spplication/offerflcase ia for: (Check only One) CXPUBLIC DOMAIN LANDS L1 ACQUIRED LANDS (percent U.S. imerest )
Sucface managing agency il other than BLM: Univ/Project
Legal description of land requested: *Pascel No.. NV=01-11-0038 *Sale Due iy 11 13+ Q1
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R Meridian c
FEF_$6.00 riE #2%?809
FILED FOR RECORD
AT THE BEMEST OF /A

Duncan Energy Co.

'92 FEB14 A0S

Peogol o 194 -320-321

WHHE FOE S0 1 R U000 g sren ppiiod oy 050+ 28
" Amount remitied: Filing fee § {2+ 00 Reoal e § 37650 Tow s 1,051,50

3. Land included in lease:

T. R. Meridian Staee Cowaty

27 N., 52 E, MDM Nevada Fureka
sec. 2, lots 1,2,5-9, SWiNEY, ShNWL, SWy, WkSEk. '

foua scrcs o tease 650+ 28

Retal remined 5970250

rm— - - vrem—
e e tdrarriee

This lease is issued granting the exclusive right to drill for, mine, extract, remove and dispose of alt the oil and gas fescepr heliwm) in the lands described in Jiem 3 together with the right to build
and maintain necessary improvements thereupon for the term indicated below, subject 10 renewal or extension in accordance with the approprisic leasing awthority. Rights granted are subject 0
applicable laws, the ierms, conditinns, and antached stipulations of this lease, the Secretary of the Interior’s regulations and formal orders in effect as of lease issuance, and to regulstions and lormal
ordets hereaficr promalgated when not inconistent with lease rights granied or specific provisions of this lease.

NOTE: Thin lease is iasued 10 the bigh bidder pursuant 10 his/her duly executed bid or nominstion form submitted under 43 CFR 3120 sad ks subject o the provisions of thel bid or
nomiastion and those specified on this form.

Type and primary lerm of lease: THE UNITED STATES OF AMERICA

X Noncompetitive lease {ien years) | . by %‘9 /d’ //M/d
' . /- (swg Officer) :
I} Competitive lease (five years) Acting Chiet, Lands and Mineral Leasing Secion - DEC 3 0 1981
- ‘ (Title) (Date)
CJ Other : EFFECTIVE DATE OF LEASE JAN 1 1992

———
——————

fConlinsed on reverse) - V' : ~ ' 7 h 98‘ 5/05‘ OO
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4. (a) Undersigned certifics tha (1) olleror 1s a citizen of the United Swutes; an association of such citizens; & mumnucipality; or a corporation organized under the laws of the United States or
of any State or Territory thereof; (2) ail partics holding an interest in the offer arc in compliance with 43 CFR 3100 and the lcasing authoritics; (3) offeror’s chargeable inserests, direct and indirect
in cither public domain or acquired lands do not exceed 245,080 acres in Foderal oil and gas leases in the same Siate, of which not more than 200,000 acres are held under option, or 300,000
acres in leases and 200,000 scres in options in either leasing District in Alasks; (4)offemruno|mﬂemdammundernuhw:ol‘lheStn:mwhchthehndnmveredbytmoffermmu
(5) offeror is in compliance with qualifications concerning Federal coal lease holdings provided in sec. 2(a}(2)X(A) of the Mineral Leasing Act; (6) offeror is in complispce, with (echmnnon requirements
for all Federal oil and gas lcase holdings as required 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 scceptance of this lease, including all terms, conditions, and stipulations of which offeror has been given notice, snd any ssnendment
or scparsie Icase that may include any land described in this offer open to leasing at the time this offer was filed but omitted for any reason from this lease. The offeror further agrees that this
offer cannot be withdrawn, either in whole or in part, unless the withdrawal is reccived by the proper BLM State Office before this lease, an amendment to this lease, o a scparaie lease, whichever
covers the land described in the withdrawal, has been signed on behalf of the United States.

'l'hhomr-1IhenjaaedndwlllnﬂwummmwhﬂlyHllhmMmMMcthmm&mwﬂkimwwhm
paymenis. 18 U.S.C. Sec. 1901 nnullscrhlel'ornnypernnkmwiuly-dwﬂll'ulytummnymmwwydhuwm“yh.ﬁwwwm

or represcenistions s to anry maiter within its jurisdiction.

Energy artne

Duly executed this _lﬂth_ day of November 19 91
, (Signstughl of Lessee or ARomey-in-fact)
LEASE TERMS ﬁUUi\ 194 PA(JE 321

Sec. |. Rentals—Rentals shail be paid 10 proper office of lessor in advance of each lease year,
Annual rental rates per acre or [raction thercof are:

{a) Noncompetitive iease, $1.50 for the first 5 years; thereafier $2.00;
(b) Competitive lease, $1.50; for primary term; lhuuﬁ:rﬂw
(c) Other, sev anachmient, or

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

If this lease of a portion thersof is commirted 10 an approved cooperative or unit pian which

includes & well capable of producing leased resources, and the plan contains a provision for
allocation of production, royalties shall be paid on the production sllocsied 1o this lease, However,
annual rentals shall continue to be due at the rale specified in (a), (b), or (c) for those lands
pot within a participating area.

Failure 1o pay annual rental, if due, onorbefmememwemrydlwofﬂmleue(orml
official working day if office is closed) shall automatically termiinate this lease by operation of
Iaw. Rentals may be waived, reduced, orunpmdadbylheSecmnqnponnmlﬁemsMwmg
by lessee.

Sec. 2. Royaluu—Roynluesslullbepndmpmpuoﬂ'morm Ruyﬂm:luﬂbemuwled
in accordance with regulations on production removed or sold. Royalty rates are:

{a) Noncompetitive lease, 12%4%;

(b} Competitive lease, 12W %,

fc) Other, see attachment; or .
ax apecified in regulations st the time this lease is ised, !

lLewan teserves the right 1o apecify whether rayulty is to be paid in valug o in tmd and the
right 10 eytablish reasonsble minimum values on priducts afier giving
opportunity 1o be heard. When paid in value, royaltics shall be duc and pa)
of the month following the month in which production oceurred, When paid i
shall be delivered, unless otherwise agreed to by lessor, in it
where produced without cost 10 lessor. Lessee shall not be requi
in storage beyond the tast day of the month following the month in
not shall lessee be held liable for loss or destruction of royaity oil
from causes beyond the reasonable control of lessee.

Minumum royalty in lieu of renial of not less than the rental which
for that icase year shall be paysble at the end of each lease year begi
i puyihg quantities. This minimum royaity may be waive@.

that such action is necessary to encournge the greatest ultimate
of is otherwise justified.
Anmmnchugennllbeumnedonld:mymymymor

Lessee shall be liable for royalty payments on oil and gas lost or wi
such loss of wastc is due (o negligence on Uw: part of the opesalor, or due to the fnluremcomply
with any rule, regulation, order, or citation issued under FOGRMA or the leasing authority.

%ec. 3. Bonds—A hond shall be filed and maintained for fcase ogerations as required under
regulations,

Sex. 4. Dlh;enet ate oof development, unitization, and drainage--Leasee shall exercise reasonuble
diligence in developing and producing, and shall prevent unneccsssry damage to, foss of, or
wasie of leased resources. Lexsor reserves right Lo specify rates of development and production
in the public interest and 1o reguire lessee 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
cmbracing these leased lands. Lensee shall drill and produce wells necessary to protect leased
lands from drainage or pay vewnpensatory royalty for drainage in amount determined by lessor.

Sec. 5. Documents, evidence, and inspection—Lessee shall file with proper office of lessor,
ok imter than X days siter effective date thereof, any contract ur evidence of uther arrangement
1ot nale oot dispoanl of production. At such times and in such form as lessor may prescribe. lessee
shall furnish detailod statcments showing amounts and guality of all products removed and sold,
proceeds therefrom, and amount used for production purpuses or unavoidably lost. Lessee may
be required to provide piats and schematic dugnms showing development work and
improvements, and reports with respect to pacties in imterest, expenditures, and depreciation
costs. [n the form prescribed by lessor, lessee shall keep a daily drilling recond, a log, infosmtion
on well surveys and tests, and & record of subsurface investigations and furnish copics to fessor
when required. Lessee shall keep open at all reascnable times for inspection by any authorized

officer of lessor, the lcased premises and all weils, improvements, machinery, and fixmres thereon,

and all books, accounts. maps, and records reiative to operations, surveys, or investigations

on of in the leased lands. Lessee shall maintain copics of all contracts, sales agreements, accounting

records, and documentation such as billings. invoices. or similar duocutmmaunn that suppons

DUNCAN ENERGY COMPANY
Penthouse One

3'""7 53 Harrison Street

i -+ Colorado 80210

costs claimed as manufacturing, preparation, and/or transportation costs. All such recoeds shall
be maintained in lessec’s accounting offices for future audit by lessor. Lessoc shall maiotain
required records for 5 years afler they are genersted or, if an sudit or investigation is underway .,
until released of the obligation to maintain such records by lessor.
Durin;cximnceol’lﬁsleue. information obtained under this section shall be closed o
inspection by the public in accordance with the Freedom of Information Act (5 U.5.C. 352).
Sec, 6. Conchuct of operations—Lessee shall conduct operations in & manner that minimizes adverse
impacts to the land, air, and water, 10 cultural, biological, visual, and other resources, and to

- other land uses or ugers, Lessee shall take reasonable mezsures deemed necessary by lessor o

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, liming
of operstions, and specification of interim and final reclamation messures. Lessor reserves the
right to continue existing uses and 1o suthorize future uses upon or in the leased lands, including
the approval of easements or rights-of-way, Such uses shall be conditioned so as to0 prevent
unnecessary or unreasonsble inserference with rights of lessee.

Prior to disturbing the surface of the leased lands, lessce shall contact lessor to be apprised
of procedures 1o be followed and modifications or reclamation measures that may be necessary .
Areas to be disurbed may require inventories or special studies to determine the extent of impacts
10 other resources. Lessee may be required to complete minor inventories of short term spevial
studies under guidelines provided by lessor, IF in the conduct of operations, threalenod or
endangered species, objects of historic or scientific interest, or substantial unanticipsiod
environmenial effects are observed, leasce shall immediately contact lessor. Lesvec shall cesse
any operstions that would fesult in the destruction of such species or objecis.

Sec. 7. Mining operstions—To the catemt that impacts from mining operations would be
substantially different or greater than those associated with pormal drilling uperations, lessur
reserves the right 1o deny approval of such operations.

Sec. 8. Extraction of helium—Lessor reserves the option of extracting or having extracted belium
from gas production in & manncr specified and by means provided by lessor al no expense or
loss 1o lessee or owner of the gas. Lessee shall include in any contract of sale of gas the provisions

. of this section,

Sec, 9. Damages to property—Lessec shall plyluwrlordlnngetol.umsinwm
uﬂshlluvenrﬂhddienmhmdﬂ:ﬁmdldmfordmugewhmwpemmmm
as a result of fease operstions,

Sec. 10. Protection of diverse interests and equal opportunity—Lessee shall: pay when due all
taxes legally assessed and levied under laws of the Stse or the United States; accord all employecs
complete freedom of purchase; pay all wages at least twice each month in lawiul money of the
United States; maintain a safe working environment in sccordance 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 1o prevent
monopoly. If lessee operates a pipeline, of owns controlling inkerest in a pipeline or a company
operating & pipeline, which may be operated accessible to oil derived from these leased lands,
lessee shall comply with soction 28 of the Minersl Lessing Act of 1920.

Lessee shall comply with Executive Onder No. 11246 of September 24, 1963, ay amended,
and regulations and relevant orders of the Secretary of Labor issued pursuamt theseto. Neither
lessee nor lessec’s subcontracturs shall maintain segregated fucilities.

Sec. 1 1. Tramafer of lease interests and relinquishmem of lease— As rexuired by regulations,
lessee shall file with lessor any assignment or other transfer of an interest in this lease. Lessoc
may relinquish this tease or any lega) subdivision by filing in the proper office » wemen
relinquishment, which shall be effective as of the date of filing. subject 10 the continued obligation
of the lessec and sufety to pay all accrued rentals and royalties.

Sec. 12, Delivery of premises— Al such time az alj or portiona of this lease are returned to lessor,
lessee shall place affected wells in condition for suspension or abandonsnent, reclaim the land
as specified by lessor and, within u reasomable period of time, remove cquipment and
improvemenis not deemed necessary by bessor for preservation of producible wells.

Sec. 1. Proceadings in case of defauli—if lessec fuils 1o comply with any proviswnas of this
lease, and the noncompliance continues for J0 dayx afier written potice thereof, this lease shall
be subject to cancellation unless or until the leasehold coataing a well capsble of production
of oil or gas in paying quantities, or the lease is committed 10 an approved cooperalive or unit
plan or communitization agreement which contains & well capable of production of unitized
substances in paying quantities. This provision shail not be construed (0 prevent the eacrcise
by lessor of any other legal and equitable remedy. including waiver of the default. Any such
remedy or waiver shall not prevent Iater cancellation for the same default occurring at any other
time. Lessee shail be subject 1o applicable provisions and penalties of POGRMA (30 U.5.C. 1701).
Sec. 14, Heirs and successors-in-interest—Each obligation of this lease shall extend (o and be
binding upon, and every benefit hercof shall inure to the heirs, executors, administrators,

. successors, beneficiaries, or assignees of the respeciive parties hereto.
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