i e 164641~ N60907

BUREAU OF LAND MANAGEMENT
OFFER TO LEASE AND LEASE FOR OIL AND GAS

The undersigned (reverse) offers to lease all o any of the lands in Item 2 that are available for lease pursuant to the Mineral Leasing Act of 1920, as amended and supplemented (30 U.5.C. 181
et 5eq.}, the Mineral Leasing Act for Acquired Lands of 1947, as amended (30 U.S.C. 351-359), the Attorncy General’s Opinion of April 2, 1941 (40 Op. Atty. Gen. 41), or the

1.

CoEnergy RocklesREARHETRUCTIONS BEFORE COMPLETING
Name C/0 Duncan Energy Company
Strect . 1777 So. Harrison, Suite 1200
City, Swe, Zip Code  Denver, CO 80210

2. This l_ypl'ﬂt.ion!offerfleasc is for: {Check only One) P PUBLIC DOMAIN LANDS

O ACQUIRED LANDS {percent U.S. interest ________ )

Surface managing agency if other than BLM: Unit/Project 1
Legal description of land requested: *Parcel No.:_ N ot Offemnead *Sale Date (m/d/y):. /. /
*SEE [TEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE. . R T Cee
T. 23N R S54E Meridian Mt, ., DiabloS# Nevada County Eyreka
. '|.\
Sec. 20, All : Y
Sec. 32, All o
See. 33, All
e 1,920.00
Total acres applied for _— 23 < ¥ = ™
Ammntmmined:FﬂingquM Rental fee § 23880'00 Total $ 2’955‘00

DO NOT WRITE BELOW THIS LINE

3. Land included in leasc:

T. 23 N., K. 54 E., Meridian MD sme Nevada County Eureka
(Pro Dia 162) 8
sec. 20, all; "c':' E_’g
sec. 32, all; = <
) ()
sec. 33, all. = Z
2 3
v o2
& $920.00
Total acres in lease 2880.00
Rental retained §

This lease is issued granting the exclusive right to drill for, mine, extract, remove and dispose of all the oil and gas (except helium) in the lands described in Item 3 together with the right to build
and maintain necessary improvements thereupen for the term indicated below, subject to renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject to
applicable laws, the terms, conditions, and attached stipulations of this lease, the Secretary of the Interior’s reguiations and formal orders in effect as of lease issuance, and to regulations and formal

orders hereafter promulgated when not inconsistent with lease rights granted or specific provisions of this ease.
NOTE: This lease is issned to the high bidder pursuant to his/her duly executed bid or nomination form submitted under 43 CFR 3120 and is subject to the provisions of that bid or
nominstion and those specified on this form.

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

DxNonoompw'dve lease (ten ycars) by —+-
{Signi )
O Competitive lease (ted years) Y ing Law Operations Secl?;r‘: P11 18
(Title) ate)
(1 Other BUUKQ 0 l PAGE ! 2 9 E&g"ﬂvE DATE OF LEASE _OCT 01 1998

(Continued on reverse)




4. (a} Undersigned certifics that (1) offeror is a citizen of the United States; an association of such citizens; a municipality; or a corporation organized under the laws of the United Siates of ot sy
State or Teritory thereof; (2) all parties holding an interest in the offer are in compliance with 43 CFR 3100 and the leasing authorities; (3) offecor's chargeable interests, dicect and indirect, in cach
public domain and scquired lacds scparately i the aame State, do not exceed 246,080 acres in oil and gas leases (of which up to 200,000 acres may be ia oil and gas options), o 300,000 acres in
leates in each leasing District in Alaska of which up to.200,000 acres may be in options, (4) offeror I not considered a minor under the lays of the State iu!wbich-‘u;c lands covered by this offer are
located; {5) offeror is in compliance with qualifications conceming Federal coal lease holdings peovided in sec. 2(a)(2(A) of the Mineral Leasing Act;}(6) offercr I8’ In, compliance with reclamation
requirements for all Federal oil and gas lease holdings as required by sec. 17(g) of the Minccal Leasing Act; and (7) offeror is not in violation of sec. 41 0f the Act, = "1 i~

{b) Undersigned agrees that signature to thix offer constitutes acceptance of this lease, including all terms, conditions, and stipulations of which offeror has been given notice, and any amendment

b t)

oc scparate lease that may include any land described in this offer open to leasing at the time this offer was filed'but omifted forany reason, from this lease. The offeror;furthéc agrees that this offer

cannot be withdrawn, eilherinwholeorinpal't.unleulhewiﬂﬂawalixrewivedbyﬂnepmperBLMSm.eOﬁiueheﬁamIﬁl'leau.auamemhngntbolhis‘huqqaupMImwhidnﬁrcwm

the tand described in the withdrawal, has been signed ca behalf of the United States. . : ) - S
Thhoﬂerwillberejadedmdwllluﬂoﬂloﬂ'u'ornoprhrkylﬂthMMmMMuxthﬁhhm,uﬂkkmeyhmw
pnymﬂl.l.lSU.S.C.Su:.lWlmﬂamfwmmWMwﬂmmmmmmmw of the United n&?,muwm
or representations as (o Any matter within its jurisdiction. : ockles, Inc.
Duly executed this Bth ayoer_June 19 QB .. o Agent

i " (Signature of Lessec or Attomey-in-fact)
Scc.l.Rmhls—Rmn.lsuhnllbepaidtnpmpcroﬁ'wcofleawrinadvmofmhlemyw. mmchmedummfmmg,prepmm.nmlmmpomnmomummmm

Annual rental rates per acre of fraction thereof are: - ) . be maintained in lessee’s accounting offices.for future audit by lessor. Lessee shall maintain

. . required records for 6 years afier they are generated or, if an audit or investigation is underway,

(2) Noncompetitive lease, $1.50 for the first 5 years; thercafter $2.00; " o o L

(b) Competitive lease, S1.50; for the first 5 years; thereafier $2.00; ontil eleased of the obligation to cainiain such records by lessor. . - o -

(c) Other, sce attachment, or During existence of this lease, information obtained under this 3 jon shall be clased to
ingpection by the public in accordance with the Freedomof Information “Act (5 U.S.C. 552).

nspeciﬁedinreguhﬁon:atlhetimthi;leascisiuucd. i
Sx.G.CanWW—lmMemmmhlmMmhimmAm

[fthinleneouporﬁond:emofinoommiﬂndmmuppmedeoopemﬁveormﬁtphnwhich N N L, . .
includes & well e of ing 1 i "'and the plan contking a provision for mpacumﬂwhnd,m,andwm,muﬂmﬂ,btologml,mnl,ndutham.mdm
. “p'b.l pm.d“m € FESOUICES, NC . other land vscs or users. Lassee shall take reasonable measures deemed necessary by lessor to
mmmdmm.mmmﬂbepﬂmﬂxprutmdhumdmmm.m, ish the inteat of this section. To the N with 1 rights’ such
annullmnnlssbulloonﬁm:ewbeduenthcnwlpedﬁedin(a).(b),nr(c)for&hoseland: accomplish . W o ton of gl'ant_c:l._.
ot within & cinating arca. msuxeslmaymlude,l?uul:enml!mm!:lw.mdnﬁcmmw:_mngotdum facilities, timing
partcipatiog - ,ofopennom.mdapeuﬁcmmofmunmmdﬁndmchm;ummm.lammm
Flilun\opnyannualrwul.ifm:.onorbefmthemnivmarydltcofthi:hue(ormn i lmoonﬁmeexisdngmnndwmthoﬁzchmumupmmimheluwdhnds.imluding
ofﬁci:lworkingdnyifofﬁuisclmcd)slnllauwmaﬁmﬂyterminﬂnhislusebyopemionof lhenppmvulofeuememxorrighu—of-w:y.Suchumuhallb:eond_iﬁomdw_uhpwvem
law. Reatals may be waived, reduced, or suspended by the Secretary upon a sufficient showing unnecessary ot unreasonable interference with rights of lessce. - B -
by lessee. Prior to disturbing the surface of the lcased lands, lessec shall contact lessor to be apprised
Sec.Z.Roydﬁm-knydﬁushanbepidmpmpcrofﬁmofm.noydﬁesmﬂbempumd ofpmoedummbefoﬂowedmdmodiﬁuﬁommmd;mﬁmmeamhtmybemry.

A:mmbedinmbedmyrequkehvmmrhmspeciﬂmwmh:memoﬁmpm

in sccordance with regulations on uction removed or sold, Royalty rates are:
prod . mothcrmwum.lmmybemqukedmmmplﬁcmimriuvemﬁumshmmw

() Noocompesitive lease, 1243 . gty e studies under guidelines. provided by :lessor. If.in the conduct of operations, threatened or

(b) Competitive lease, 12% %; ’ endangered specics, objects of historic or scientific” interest, or substantis! uoanticipated

© 9"‘“-.”“““?’"‘“‘“" . . L environmental effects are observed, leasce shall immediately contact lessor. Lessec shall cease
us specified in regulations at the time this lease s issucd. any operations that would result in the destruction of such spocies or objects.

Lessor reserves the right to specify whether royalty is to be paid in value or in kind, and the Sec. 7. Mining operations—To the ‘extent that impacts from mining operations would be
right to establish reasonable minimum values on products after giving lessce notice and an - substantially different or greater than those associated with normad drilling operations, lessor
opmrmnitywbehmrd.Whenpidinvalm.my:lu’uslnllbeducmdpnyableonthchstday reserves the right to deny approval of such operations. : " ) ’ h,
of the month following the month in which production occurred. When paid in kind, production - gec, g, Extraction of helium—Lessor reserves the option of extracting of having extracted helium
mummmwwwm.mmwmmuw mg“pmdwﬁminlmwﬁgdmwwmﬁdedbymnmewm
yherepmduwdw:&wtmmlm.lguee@ﬂnmb:mmdphoﬂmghpmdm lwmlummwufmem.mmmhmmdakﬁwhmm
i toags byond the st da of th oot alling the montsn which rodson el - of i setion i e P B

essee destruction products RO e e AT SR R
nor < for o8 OF of Toy .?‘-o ar.ocher procud in storage. i Sec. 9, Damages to property—Lessee shall pay. for damage 10 Jessor’s improvements,

ﬁumuumbeymdﬂnmwnlbkmnuol'ofleam. -

; _ oo - © = " and shall save and hold lessor barmiess from all claims for damage or harm to prsons or property
Mininmmmyﬂtyinliwnfremllofnotlunhantherm.lwhich ise would be required as & result of lease operations. =< Wil : ]

.fonhaltlnseyu.r.nhlllprn)_rn!xlcattheendofuchlm‘yurbeginningononﬁzndismvery Sec. 10. Protection of diverse interests and equal opportunity—Lessee shall: pay when due all
in paying quastities. This minimum royalty may be waived, suspeaded, or reduced, and the taxea Jegally asscssed and Jevied under laws of the State or the Unised States; accord all cmployees
above royalty raies may be reduced, for all or portions of this lease if the Sccrotary detcrmincs complete freedom of purchase; pay all wages at least twice each mouth in lawful moncy of the
mthmynpwwmeﬁemmﬂummweryoﬂhelumdm, _ United States; maintain a safe working environmest in accordance with standard industry practices;
or is otherwisc justified.. - o and take measures necessary o, protect the health and safety. of the public.
pnimuteharynhaﬂbemwdmhwmyﬂrrwmeworwwinmmm Lessor reserves the right fo'ensure that production is sold at reasonable prices and 1o prevent
with the Federal Oil and Gas Royalty Management Act of 1952 (FOGRMA) (30 U.5.C. 1701). monopoly. If lessee operates a pipeline, of owna controlling interest in a pipeline or a company
Immh-ﬂbelul_ﬂefor'myﬂtyp-ymemmoﬂmwlwmwmdfrnma!memewhen operating a pipeline, which'may be gperated acccasible to oil derived from theac leased lands,
ﬂ{chloummudqewmziwpnghcgmofﬂleopmm.ordmmthcful}mmeomply lessce shall comply with section 28 of the Minera): Leasing Act of 1920.
with any rule, regulation, order, or citation issusd under FOGRMA or the leasing authority. " 1 sgqee shall comply with Exccutive Ordes No. 11246 of September 24, 1965, a3 amended,
Sec. 3. Bonds—A bond shall be filod and maintained for lease operations as required under andmguhﬁommdrelwmodenofﬂwmry;qfhbotwpmumw.m

Sec. 4, Diligence, rate of . unitization, and drainage—Lessee shall excrsise reascasble ... Sec. 11, Toansfer of lease, intereats and pelinquishment. of leaso—As_ required by regulations,
S 4 Do o o sooairy damage (o Jow o of  lesee sl Filcwithlesoraay ansigamen o ofhe rasfr of an et 1 G o, Lovcs
waste of leased resources. Lessor reserves right 1o specify rates of development and production = - may relinquish this lease or any legal subivision by filing in the proper office & writien
i the public interest and to require lessee 1o subscribe 10 & cooperative ot unit plan, within 30 . . - , which shall be effective as of the date of filing, subject o the continued obligation
apofnnﬁce.fdemedmmforpmdevdm:dmﬁonofm.ﬁem,mpod of the lessee and surety to' pay all accruod reotals and royaltics.

mmwm.mmmmmwm“mmmm Sec. l2.mﬂvmofpmim—mmﬁmumuﬁmﬁomomﬁlm“mrmdmw.

hndsﬁomdnimgeorpayoompmﬂmmymyfwdnimgcinmmduermimdbylum. lmmuphmnﬁeaedwmmmndiﬁonfumionwmmhim&ehnd
. . . . aanpeciﬁedbylesmrmd.withinlmuomhkpedodofﬁmﬂ.maquimwmmd

Sec. 5. Documents, evidence, and inspection—Lessee shall file with proper office of lessor, - - - - 2ot & i by} for' son‘of producible wells. —

mhmmwdnyllﬂereﬁeuﬁmdmmt.mymmmwﬁmuofmhumm

funhmﬁqnﬂofpoﬁwﬁm.ﬂmhﬁmmdinmformuluwtmypmcﬁhe.m

shall furnish detailed statements showing amounts and quality of all products removed and sold, -
therefrom, and smount used for production purposcs of unavoidably lost. Lessee may ~

Scc. 13. Proceedings in case of default—If lessee fails to comply with any provisions of this
m.mmmmﬁmfmwny-mnwﬁmmw.mhmm
- bembjoamumdhdmunimﬂorunﬁlthewm:wdlcmhkofpodwﬁon

be required to provide plats and schematic diagrams showing development work and . ufoilorguinpfy'ring.qmnﬁﬁm,orﬂx‘lmho_s)mmmcdwmappruvedeoupnﬁvcogpnil
improvements, and reports with respect to partics in intorest, expenditurcs, and depreciation ., WW_WWWWWW'MM“PM“W
costs. En the form prescribod by lessor, lassee shall keep a daily drilling record, a Jog, information substances in paying quantitics. This provision shall not be construod to prevest the excrcise

on well surveys and tests, and & record of subsurface investigations and furnish copics to lessor by lessor of any other legal and equitable remedy, including waiver of the default. Aoy such

whea fequired. Lessee shall kecp opea at all reasonable times for inspection by any authorized . Mwwww?ﬂm@hﬁmfmm?ﬂmmﬂwm

officer of leasor, the leascd premises and all wells, improvesnents, machinery, and fistures thereon, . - = €. Lessc, shall be subject to applicable provisions and penaltics of FOGRMA (30 U.5.C, 1701).

m-ﬂbooh.munu,mp-.mdmmdardnﬁvemopeﬂﬁom.mcys.orinvuﬁgaﬁom Sec. 14. Heirs and successors-in-interest—Each obligation of this lease shall extead to and be

muhhmmwmmmoﬁﬂmmw.m.i 7. binding - upon,”and every. benofit hereof shall inure:to. the heirs, executors,” administrators, -
) m,mddowmﬁonnnhubiﬁnp;jnvoieu.msimﬂudommuﬁqndutmmu [ m.bmcﬁchﬁu,otuﬁmofdnmﬁvepmium. :

e masnimso - TETRT keses-
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NOTICE TO LESSEE

Provisions of the Mineral Leasing Act (MLA) of 1920, as amended by the Federal
Coal Leasing Amendmenta Act of 1976, affect an entity’s qualifications to
obtain an oil and gas lease. Section 2(a)(2)(A) of the MLA, 30 U.3.C.
201{a){2){(A), regquires that any entity that holds and has held a Federal coal
leasa for 10 years beginning on or after August 4, 1976, and who is not
producing coal in commercial guantities from each such lease, cannot qualify
for the issuance of any other lease granted under the MIA. Compliance by coal
lessees with Section 2(a)(2)(A) is sxplained in 43 CFR 3472. '

In accordance with the terms of this oil and gas lease with yaspect to =
compliance by the initial lessee with qualifications concerning Federal coal
leass holdings, all assignees and transfereas are heredby notified that this
cil and gas lease is subject to cancellation ifs (1) the initial lessee as
assignor or as transferor has falsely certified compliance with Seqtion
2(a)(2) (A} or (2) because of a danial or disapproval by a SBtate Office of a
pending coml action, i.e., arms-length assignment, relinquishment, or logical
mining unit, the initial lessee as assignor or as transferor ‘is no longer in
compliance with Section 2{a)(2) (A). The assignee or transferesa doas not
qualify as & bonm fide purchaser and, thus, has no rights to hona fide pur-
chaser protaction in the event of cancellation of this lease dus to noncom-
pliance with Section A(a)(2)(Ar). )

information rsgarding assignor or transferor compilance with Section

2(a)(2){A) is contained in the lsase case file as well as in other Bureau of
Land Nanagement records avallable through the Stats Office issuing this lease.

poog 50 | pae (9
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164641

OUNCAN ENERGY COMPANY
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Denver, Colorado §6210




