
fer " •„ __ • 4-2143
Pom 3100-llb tWi , £0 STATES
(October 1992) DEPARTMENT OFTHE INTERIOR

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

Serial No.
COC65106

e^St^ 181et seo.t. the Mmeral Leasing Act for Aequo* Lands of 1947. as amended (30 U.S.C. 35I-3S9I. the Attorney General', Opuuooef April 2. l«7<40^Any. GeHJTor Se

ot^n«/N« t^»t-~^,, ^A REAOIrWTTttJCnONS BEFORE COMPLETING
, Ntfnc GUNNISON ENERGY CORP

Street 1495 RIDGEVIEW DR STE 10

City. State. Zip Code
RENO, NV 89509-

2. This appJtcxticn/offcr/tcaic is for: (Cluck only Oat) JfOuBUC DOMAIN LANDS • ACQUIRED LANDS (percent U.S. interest
Surface managing agency ifother than BLM: Unit/Project

8——9 200T
_/Legal description of land requested: 'Parcel No.; #5,^ ttxtetmiiUyi- /

•SEE ITEM2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.

T. R. Meridian State County

Total acres applied for.

Amount remitted: Filing fee S_______ Rental fee S ', Total S_____

DO NOT WRITE BELOW THIS LINE

t. 12 S *• 89 W Meridian 6THPM state Colorado county Gunnison
Sec. 17 : SWNE,W2,W2SE;
Sec. 18 : Lot 1-4;
Sec. 18 : E2JB2W2;

Total acres in(ease 1.075.480

Rental retained S \fi\A.tth

Thislease is issued granting theexclusiverightto drill for. mine, extract, removeanddispose of all the oil and gas ttxetpt htliumi in the landsdescribed in Item3 together with the rightto build
andmaintain necessary improvements thereupon for the term indicated below, subject to renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject to
applicable laws, theterms, conditions, andattached stipulations of this lease, the Secretary of the Interior's regulations andformal,orders in effectasof leaseissuance, andto regulations and formal
orders hereafter promulgated when not inconsistent with lease rights granted or specific provisions of this lease.

NOTE: This kasc b issued to toe high bidder pursuant to hls/htr duly executed bid or nomination form submitted under 43 CFR 3120 and is subject to the provisions of that bid or
nomination and those specified on this form.

Type and primary termor tease: THE UNITED STATESOF>MERlCA

D Noncompetitive lease(ten years) ^ _/<_#_•___»
LAND LAW EXAMISER* 0ffker> AU6 3 0

w^1-*-'-* ™ sen) i aim —
D Other '. EFFECTIVE DATE OF LEASE ____



4.(a)UndersignedeertiQcsthat(1)offerorisacitizenoftheUnitedStates;anassociationofsuchcitizens;amunicipality;oracorporationorganizedunderthelawsoftheUntiedStatesorofany
StateorTerritorythereof;(2)allpartesholdinganinterestintheofferarcincompliancewith43CFR3100andtheleasingattthorities;(3)offeror*!chargeableinterests,directandindirect,ineach
publicdomainandacquiredtendsseparatelyinthesameStatedonotexceed246,080acresinoilandgasleases(ofwhichupto200,000acresmaybeinoilandgasoptions),or300.000acresin
leasesineachleasingDistrictinAlaskaofwhichupto200.000acresmaybeinoptions,(4)offerorisnotconsideredaminorunderthelawsoftheStateinwhichtheland*coveredbythisotterarc
located;(5)offererisincompliancewithqualificationsconcerningFederalcoalleaseholdingsprovidedinsec.2(aX2)(A)oftheMineralLeasingAcq(6)offerorUincompliancewithreclamation
requirementsforallFederaloilandgasleaseholdingsasrequiredbysec.17(g)oftheMineralLeasmgAct;arrf(7)offer«Ur_

(b)Undersignedagreesthaisignaturetothisofferconstitutesacceptanceofthislease,includingallterms,conditions,andstipulationsofwhichofferorhasbeengivennotice,andanyamendment
orseparateleasethaouytodudeanylarxidescribedintrtuoffwTheofferorfurtheragreesmatthisoffer
cannotbowitfidrawn,eitherinwholeorinpart,unlessthewithdrawalisreceivedbytheproperBUMStateOfficebeforethislease,anamendmenttothislease,oraseparatelease,whichevercoven
thelanddescribedinthewithdrawal,hasbeensignedonbehalfofthoUnitedStates.^^

ThisofferwillberejectedandwillaffordofferornopriorityIfitisnotproperlycompletedandexecutedinaccordancewhotheregulations,orIfitbnotaccompaniedbytherequired
payments.18U.S.C.Sec.1001makesitacrimeforanypersonknowinglyandwillfullytomaketoanvDepartmentorayneyofthgUnktAStatuanyfah»,firtftfa.tf^frawftitfrrttrarrrmra
orrepresentationsastoanymatterwithinItsjurisdiction.

Dulyexecutedthisdayof.19

(SignatureofLesseeorAttorney-in-fact)

LEASETERMS

Sec.I.Renttls—Rentalsshallbepaidtoproperofficeoflessorinadvanceofeachteaseyear.
Annualrentalratesperacreorfractionthereofare:

(a)rmtKompctitivelease.SIJOforthefirst5years:thereafterS2.00:
(b)Competitivelease.SL50;forthefirst5years;thereafter$200;
(c)Other,seeattachment,or

asspecifiedinregulationsattherimethisleaseisissued.

Ifthisleaseoraportionthereofiscommittedtoanapprovedcooperativeorunitplanwhich
includesawellcapableofproducingleasedresources,andtheplancontainsaprovisionfor
allocationofproduction,royaltiesshaObepaidontteproductionallocs
annualrentalsshallcontinuetobedueattheratespecifiedin(a),(b),or(e)forthoselands
notwithinaparticipatingarea.

Failuretopayannualrental,ifdue.onorbeforetheanniversarydateofthislease(ornext
officialworkingdayifofficeisdosed)shallautomaticaltenrdnstethuleasety
law.Rentalsmaybewaived,reduced,orsuipawlcdbytheScowaiyuponasuffkicmshowing
bylessee.

Stt.2.RcyaitK^Rq«ttoshanbepaidm
inaccordancewithregulationscmproductionremovedorsold.Royaltyratesare:

(a)rteiwompectivclease.12%*;
(b)Competitivelease.I2M%;
(c)Other,seetmrhmem:or

asspecifiedmregulationsitthelimethisleaseisissued.

Lessorreservestherighttospecifywhetherroyaltybtobep_wvalueottokind,andthe
righttoestablishreasonableminanurnvaluesonproductsaftergivinglesseecodecandan
opportunity©bebeard.Whenpaidinvalue,royalttosluUbedueandpayableonthelastday
ofrJttmo_foitowmg_mimmfaw
shallbedelivered,unlessotherwiseagreedtobylessor,mmochumbkaredmonendieprenuto
whereproducedwithoutcosttolessor.Lesseeshallnotberequiredtoboldsuchproduction
tosmragebeyondtl*lastdsyofthemom*foUc^
norshadlesseebeheldliablefortossordestructic«rfroyi]ryc^orotherr^odrnwrnstorage
fromcausesbeyondthereasonablecontroloflessee.

MJnamtmroyaltyinIkuofrentalofnotlessthanthere«dwhtt&fMh^^^o^Mb?rrffiired
forthatleaseyearshallbepayableattheendofeachleaseyearbegterdngonoralteradiscovery
inpayingquantities.Thismminmmroyaltymaybewaived,«"«pMM**tf.orreduced,andthe
aboveroyaltyratesmaybelednced.IcraUotportionsafthkte*teIftheJ^CT^iyrf^^nninft
thatsuchactionisnecessarytocaawiagettegreatestuldmamrecoveiyofm^
orbotherwisejustified.

Animerestchargeshallbeassessedonlateroyaltypaymentsorunderpaymentsinaccordance
whotheFederalOilandGasRoyaltyManagementActof1982(FOGRMA)(30U.S.C.1701).
Lesseeshallbeliableforroyaltypaymentsonoilandgastc*orwastedfnnnaleasesitewhen
suchlossorwastebduetonegligenceonthepartoftheescrow,wduerotrwfailuretocomply
withanyrule,regulation,order,orcitationissuedunderFOGRMAortheleasingauthority.
See.3.Bonds—Abondshallbefiledandmaintainedforleaseoperationsasrequiredunder
regulations.

See.4.Diligence,rateofdevelopment,im__en.anddrainage—•Lesseeshallexercisereasonable
diligenceindevelopingandproducing,andshallpreventunnecessarydamageto.lossof.or
wasteofleasedresources.Lessorreservesrighttosperifyratesofdeveloprnmandproduction
inthepublicinterestandtorequirelesseetosubscribetoacooperativeorunitplan,within30
daysofnotice,ifdeemednecessaryforproperdevdopmema«l(>petS4icmofarea.field,orpool
embracingtheseleasedlands.Lesseeshalldrillandproducewellsnecessarytoprotectleased
landsfromdrainageorpaycompensatoryroyaltyfordrainagemanioumdctcrrruncdbylessor.
Sec.S.Documents,evidence,andinspection—Lesseeshallfilewithproperofficeoflessor,
netlaterthan30daysaftereffectivedatethereof,anycontractorevidenceofotherarrangement
forsaleordisposalofproduction.Atsuchtimesandinsuchformaslessormayprescribe,lessee
shallfurnishdetailedstatementsshowingamountsandqualityofallproductsremovedandsold,
proceedstherefrom,andamountusedforproductionpurposesorunavoidablylost.'*fTf»may
berequiredtoprovideplatsandschematicdiagrams'showingdevelopmentworkand
improvements,andreportswithrespecttopartiesininterest,expenditures,anddepreciation
costs,totheformprescribedbylessor,lesseeshallkeepadailydrillingrecord,alog.inforrnarion
onweilsurveysandtests,andarecordofsubsurfaceinvestigationsandfurnishcopiestolessor
whenrequired.Lesseeshallkeepopenatallreasonabletimesforinspectionbyanyauthorized
officeroflessor,theleasedpremisesandallwetts.iHiprevereents.rnacranery.ajdfixnjna
wdallbooks,accounts,maps,andrecordsrelativetooperations,surveys,orinvestigations
onorintheleasedlands.Lesseeshallmaintaincopiesofailcoraraas.salesagreements,accamnng
records,anddocumentationsuchasbillings,invoices,orsimilardocumentationthatsupports

•

W

costsclaimedasmanufacturing,preparation,and/ortranspcn_caco_.AUsuchrecer&sl_
bemaintainedinlessee'saccountingofficesforfutureauditbylessor.Lesseeshallmaintain
requiredrecordsfor6yearsaftertheyaregeneratedor.ifanaudhorinvestigationhunderway,
untilreleasedoftheobligationtomaintainsuchrecordsbylessor.

Duringexistenceofthislease,informationobtainedunderthissectionshallbedosedto
inspectionbythepublicin'accordancewiththeFreedomofInformationAct(5U.S.C.SS2).
Sec.6.Conductofoperatioro—LesseeshallconductoperanorumamarnerchtfniiBimizoadverse
impactstotheland.air.andwater,tocultural,biological,visual,andotherresources,andto
otherlandusesorusers.Lesseeshalltakereasonablemrasuresdeemednecessarybylessorto
accomplishtheintentofthissection.Totheextentconsistentwithteaserightsgranted,such
measuresmayinclude,butarenotlimitedto.modificationtositingordesignoffrclMw,tm»ng
ofoperations,andspecificationofinterimandfinalreclamationmeasures.Lessorreservesthe
righttocontinueexistingusesandtoautnorbxfuntreusesuponormthehase^
theapprovalofratrmemsorrights-of-way.Suchusesshallbeconditionedso<stoprevent
unnecessaryorunreasonableinterferencewftnrightsoflessee.

Priortodisturbingthesurfaceoftheleasedlands,lesseeshallcentsaleaserrabea^
ofprocedurestobefollowedandmodificationsorrecian_ionmeasuresto
Ar_»bedisturbedn^requireinvcrtw
tootherresources.Lesseemaybereepjiredtooompteremmorinvented
studiestraderguidelinesprovidedbylessor.Ifintheconductofoperations,threatenedor
endangeredspecies,objectsofhistoricorscientificinterest,or«"Httrftfitltmwwfrfpt^
errvironrnenaleffectsareobserved,lesseeshallimmediatelycontactlessor.Lesseeshallmm
anyoperationsthatwouldresultinthedesowmeaofsuchspeciesotobjects.
Sec.7.Miningoperations—TotheextentthatimpactsfromminingT-nfrmfwouldbe
sttbstantiaflydifferentorgreaterthanthoseassociatedwithnormaldrillingap^]*mT
reservestherighttodenyapprovalofsuchoperations.
Sec.8.Extractionofhdfan>-LessOT
fromgasproductioninamannerspecifiedandbymeansprovidedbylessoratnoexpenseor
losstolesseeorownerofthegas.Lesseeshallt*±J&toar*cc^racfsakofguthcrOTvisioas
ofihbsection.

Sec9.Damagestoproperty—Lesseeshallpaylessorfordamagetolessor'simpjoveuxata.
andshallsaveandholdlesserharmlessfromalletairnsfordamageorharrampenensorproperty
asaresultofleaseoperations.

Sec10.Protectionofdiverseinterestsandeqt_opportunity—Lesseeshall:paywhendueaQ
taxeslegallyassessedandleviedunderlawsoftbeS_^_Ur_dS_«accsid_cantoy_
completefreedomofpurchase;payaUwagesatleastrwiceeachmonmmlawfulracneyofthe
Un_dS_y.n__inasafeworitiayetivu_m^
andtakemeasuresnecessarytoprotectthehealthandsafetyofthepublic

Lessorreservestherighttoensurethatproductionusoldttreasonabtepricesandmpnram
monopoly.Iflesseeoperatesapipeline,orowracontrolliriginuatttmapipcitneoraeornpa^
operatingapipeline,whichmaybeoperatedaccessibletooilderivedfromtheseleasedlands,
lesseeshallcomplywithsection28oftheMineralLeasingActof1920.

LesseeshallcomplywithExecutiveOrderNo.11246ofSeptember24.196S.as«««>V«d.
andregulationsandrelevantordersoftheSecretaryofLaborissuedpursuantthereto.Neither
lesseenorlessee'ssubcontractorsshallrnaioamsegregatedfacilities.
SecII.Transferofleaseinterestsandrdinquishmentoflease—Asrequiredbyregulations,
lesseeshallfilewithlessoranyassignmentorothertransferofanimcrcstmtrmlease.Lessee
mayrelinquishdusleaseoranylegalsubdivisionbyfilingintheproperofficeawritten
rdinquishmem.whichstallbeeffectiveasofthedateoffiling.sub^MthecontuwMrfnWjgatrm
ofthelesseeandsuretytopayallscentedrentalsandroyalties.
Sec12.Deliveryofpremises—Atsuchtimeasallorportionsofdmhasemfmr^^Inwr.
lesseeshallplaceaffectedwdlsinconditionforsuspensionorabandonment,reclaimtheland
asspecifiedbylessorand.withinareasonableperiodoftimeremoveequipmentand
improvementsnotdeemednecessarybylessorforpreservationofproduciblewells.
Sec.13.Proceedingsincaseofdefault—irlesseefailstocomplywithanyprovisionsofthis
lease,andthenoncompliancecontinuesfor30daysafterwrittennoticethereof,(hisleaseshall
besubjecttocancellationunlessoruntiltheleaseholdcontainsawellcapableofproduction
ofoilorgasinpayingquantities,ortheleaseiscommittedtoanapprovedcooperativeorunit
planorcommunitizationagreementwhichcontainsawellcapableofproductionofunitized
substancesinpayingquantities.Thisprovisionshallnotbeconstruedtopreventtheexercise
bylessorofanyotherlegalandequitableremedy,includingwaiverofthedefault.Anysuch
remedyorwaivershallnotpreventlatercancellationforthesamedefaultoccurringatanyother
time.Lesseeshallbesubjecttoapplicableprovuuonsa_penaltiesofFOGRMA(30U.S.C1701).
Sec14.Heirsandsuccessotvin-interest—Eachobligationofthis(easeshallextendtoandbe
bindingupon,andeverybenefithereofshallinuretothehetrs.executors,administrators.
successors,beneftciartes.orassigneesoftherespectivepartieshereto.



EXHIBIT UB-04

Lease Number: COC65106

TIMING LIMITATION STIPULATION

No surface use is allowed during the following time period(s) . This
stipulation does not apply to operation and maintenance of production
facilities.

December 1 - April 30

On the lands described below:

PM: 6 T: 0120S R: 0890W
Section 18: E2,E2W2;
Section 18: 1-4;
Section 17: W2W2;

For the purpose of (reasons):

To protect crucial deer and elk winter ranges.

Any changes to this stipulation will be made in accordance with the land use
plan and/or the regulatory provisions for such changes. (For guidance on the
use of the stipulation, see BLM Manual 1624 and 3101 or FS Manual 1950 and
2820.)


