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This lease is issoed granting i exchoive right 1o drill for, mine. extract, remove and dispose of alf i 0il and £33 fexcapt Aelivm) in the lands deveribed in Tiem 3 Together with e right Ko build
and maintain neceasary improvements Lhereupon for the term indicaced befow, subject tu fenewal uf eatension in scedance with the approprisie leasing suthoriy. Rights granied are wobjecd &
applicable laws, the tenms, condilinns, and atachod stipulalions of tis keass, dhe Secreary of the Intesior's 1egulations and furmal ordens in clEect a5 of tease isuance, and 10 regulstions snd formal

orders bereafier p i when ot o i with kase righls grantcd of specilic provisions of this lesse.
NOTE: This bemse Is Issoed ta ibe high bidder pursuant 1o hisher duly d bid o inalion farm under d} CFR 3120 and Iy subject te 1he provisions of Lhat bid e
nostinstion smd (hose epecified om this ferm. :
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4, {8} Undessigpeen) veriifies thi (1) ofTerar o 8 citizen of lhe Usbied Simes; wn sororistion of sach citieow; 2 i o & corpurdi bood wlcr the lews of g United Statet ar of sy
Shate or Verrliary Dercol; (2) Mk poriies holding w lborest i e olfer are in comnliance with 43 CFR 3100 and tix lewing iliex; () oflerac's cipeps intemaw, Grict and imbrect, in cach

m:mﬁmmmmw;hk_mqhmwmmmhnﬂmﬂ&-kmu{.-r-tm.qugmm“mbcInoiluulpuqih-:;u-nu:ﬂ-m-h
Iminuld\lenimMhmdﬁﬁhwhm“nlyhcinqiinm(l)cﬂm‘-vﬂu-ﬂ.k«d_lminruﬂceﬂghmdmsminﬂmwwmht,n@an
" locsted; [5} offeenr i jm noempilance with gualificats ing, Fouern conl lcame: Insddings provided in ser. 2a)(Z)A) of the Minera] Lencing Acl; (6) 0lferr it i complianes with riclmmation
requieemenia for all Federnd oil ind g lease: hokdings 2 requinmd by sec. 13(k) of g Mincrl Lesing Act; anid (T) affena is not i vielation of sec. 41 of the Act. : .

{b) Uniruigned agrom fimt siganturc to Hie olfier comlibres sorpame of s e, inchaling 28! iorow, conddions, aind slipwlations of which aferer ha bevn given salice, and mny amrndwmenl
of peparaie bense thal may inchade aty La descrined io (i offer open to lewing = the Sime it offer was Blcd inl ueittck for any reason froc (his lease. The adferor Barthee ngeees that (hes offor
canngt De withpawn, either iy whoe or in part, urioss e withdowal is receivad by the proper 130 A Siate Office beore Uais beose, an In this lesse, or & separale bease, winchwer ooves
the kand ihedt in tae w T ey sigaed on boball of Bx United Stalc.

‘Thia offer witt be rejected and wil alford afferor me prievity i il bs med properly b und d in
paymenis. 10 UKS.C. Sec. HG1 makes i a crivr for sy porson dmewingly and wililelty Lo tnakc te any Departroend o
o Pephoscaiations ms da ny madier withia iy jucisdichion.

Dvly cxocwed this  10Fh___ wyor_ . September w36

Gerald D. Klassét of Leueee o6 7 bt

LEASE TERAMS
Sac. 1. Aomdak. - Roneals chakt be foi 16 proper office of Jesud in mlvasce of eack loase year ek chained Bx . I . amling o um cirds. All such recimds shall
Annusl sortal rates per scre o {raction thereol i be mainamsd i e’y swodsiag offices for Tutuie adil by beavn . Lewsee shall maissin
" - . eryuirest recends [ G years aftes they are gewerased of . il an sadil nt invesligation s aadcreay,
::: gm'l'::_""' '";'l";' ;:'l:': I?:x'rt"u § 5':""' "‘“'”"’z&' $2.40. wirid relcased of the il uion ke mawain such secondy by besar.
i) Oehet, sie ul-clnml " ) ’ i eamsenge ol this Jease, mfvimation oblaincd wnder Hus section shall e closgd. o
2x specified i bcpulstion sl Se e this leae i aseed mspecticn by e guihilic 16 eccetskince Sith Une Froedom of Infosmatien Act (5 US.C. 552
. . . N N Sev O Combint o iperatams— Lesace thirll cotbec] ofweratesm inoa mumecs $at nimsenizes sdverse:
in::«':; a wl:llr:[:::;‘:(::;;Tm“lﬁ:::;mgr;—l u::':l:: .:‘;;::'I;k:: ooty 1t Hac laml, ir, g weatcr s celivral, haological, vissal, smd othet resutees, sed tv
alleatinn of penduction, royabties shal be i o the pre 1 clbincakod o s bease. Jrcver. vl lasnd uses o wsers I.gu-r_dn!i take reavrmable meatures deened frecesary by hﬂ:
armus) reraats shall crminee 1 b dee 5 S oale s‘_"".ﬁ o i ta). b, oF fo) e s acermiplish e 00 1] s et 16 the extenl Conistent with leanc right grasd,
ol within 5 ipating srcs S mcasures iy nchade . hal are v bmisod s, naodificaio n sising (9 design of facilitio., sevmg
pariipaeg F ol npceatus, and spovilication of intenin and (nal fechmation mosurc, Lessor reserves the
Failere 1o pay anual ropgad, if duc, on of hefore the mmnivorsary dote of this bease (i next THEhLd o comitimur Erivting aen ] 1 sOkisrare ST vses upon o i Hie beased o, inchuding
ificial working day if affice i clowd) shatl ically mate this Icase by apcration of the approval vl caserenis of Dphlsof-way. Sech eses shall be cumlifined s as b prevest
Law . Rowmiale may be wiived. todeicral, o6 strspemiea) by i Secroiany apewn & sulliciem showing BNty o imscavmalide et foremee with tights f Lo
by e Prusr o dissurbing the surface of the femncd lumis, beswez shall comtact hsor 0 e apprised
Sec. 2. Royatticr — Riyidiies shall be pail io proper office of fessar. Koyabies shat be onmpcd of prwedures t he fullowed aml pily or aevkusna e
in d with latims on preguction rrwrved of sekd. Rovally ey we: Ascas 1 be ittty ioguise inverdories or speaia? sedics K desereving the ERiE of impacs
. ) W nther resounres. Lessee may be required [0 compleis nunoe iovenoniss of short ey spocial
() Nomcrenperirive loase. 1246 % stulics. oo yuadclines providod by bessor. 31 iy the toaduct of operitinns, Bessicnod pr
::’: C"'"""’:‘;_"‘ lewac, 1245 eadngerd speos, ohiects of Biskorie or scienlific wheresl, or subriseuel waamicipaied
Onleet, Nh:h-:l: L3

envinmuichtd cflect: are observed, lessee shatl immodincky comtact beseor, Letsoe shall cone

" ipecifaed i sepulalion. ai the time ihis lease b imswed. any oporainess thal woukl 1sull s Dee desiructing of such apecies or ohjoom.

Lessor reserves the right o specify whcther Toyalty is o be paid i value or in kind. and the Scc. 7. Mussp opctsinne—To dbe ¢xienl Sl impacts (rom imnisg eperions would be
right Io extablish reasonable mminuem valaes im products after poving lessoe muice and. an ibnsatatly dilicresl ur preater than those mssocizied with normsd deilling vperstions. koo
nppcevanity 1o b ficard. When paid in value, rovattes shall be ter and nayable ns the last day fsrrves the 1eglt (o deny approsval of such ipecations,

nl e manih follnwing Uee month in which praductinn eccarred. When paid in kind, peoduction

Scc R |2 X — Lessu 'S the f catracti hav niracned beli
bl be delivercd, unlest wverviise aprocd m by Tessor, in moschamatie vondition ot premiscs izaction of Wi ! [eSTIER e Opuan [ CALATR of hating ¢ em

" ) Trom pas proshuclion i w aanacs specificd and by means provided by essor & o eapemse or

where prodyced withaul cost b lessor. Lessoe shatl not be required lo bobd such praduction . L
kst o letsor of the ssar shall include in any contraq of saie of gus the Provisions

in mnrage beyoad the iast day of the month fullowing the moath n which producting ocour od. ot il reeng ol e g 1e i ¥

nor shall lessoe be held liabde fur iy ue destruction of rayairy oil or oieee proskacts in stiage gl e,

{enm caures bevord Hee seasiuahbic controt of lessee Scc. 4. Damapes 4 prapeiry=— Lessee shall pay lescor fos danuape 1o fessor's improvemens,
and shal save and held bt harrmiess feum afl claims for damage ur barm 1o persons o property
as 1 resolt ol lesse ipersiias,

Sec. Ik Pratecimm of diverse interess and equal ipponunuy — Lessoe shall: pay when duc all

Mitimwan poyally in liew of sental of noiSoss than e rental widich itherwise would be reguirod
for that lease year shall he payahie st ihe pod oof ench Tease year beginning an of alicr » discovery
b PANIE quartitics Thes enuniciom eoyally may be waived. suspended. or feduced s the wnes bepally sl and deviad under bws of the Stte or the Uit Siates., i< oord all empliyass
:hn;::;:‘:::i:f»;‘:z: ';f:;:’l;'[:{::}: :::'::T;l:';u':‘ Iu‘f N ‘I':’m'ru:dd:::"'"? complele reeslom of purchase; pay all wages ar teaut 1wie ench nurith in lwwful money of the
or is theraist posifod Y pe O E ale sevvery o e rees. Linind Mates, muistain o sale working enyiromnent in accurdae with sandan] usLry pracuces.

; . Anel ke meaknres neessary {0 prtecd the bealth aned safriy of e public.

Lesser reserees the sighi 1o ensure that procduction ¢ wld sl reasonable praces and le prevent
munopaly 1f ipseee iperales a pipeline. or owns controlimg interest it 3 pipeling or § compeny
aperaung a pipclasg, which may be uperated accessitle 1 oil denved frnm these laased jands,
fessee shall comply with wtivn 2F of e Mincral Leasing Ac of §920

Lessce shail comply with Executive Ordet No. 11245 of Sepiember 24, 1968, 15 amended,

A intctest charge shall be assersed o late royalty puymenls ac andcrpay me s of accordance
with s Federal Dil and Gas Boyahy Managenient Act of 1982 (FUGRMA) (10U 5.C 17y
Lesare shall be Liable fur rovally payme nic on oil and &as lost or wastedl Trom a lease sie when
such lnss nr waste ix due losicphipence un e part of the opcratur, or duc 10 the farlsre wn comply
wuth any rule. segulatinn, eider, or clatna issued under FOGRMA o the ficaning aulboruy

Sec. 3 Bonds A bead shall be fled and inaimtsined for lease BRCFRLIONS 3% 1oyl wnder and jegulatams wnd selevant onlets nl the Seoretany of Labow iaucd pursuant thereto. Keither
regulations. dreser por leasce™s subvontraciors shall manain sepregated dacilitics.
Sox. 4. Diligeree. raic of developenent, wnitization, and drainage—1.25sct thall cacriive reawmablc Sed. 11 Transier of leate inlerests and relinquishment af lease— As requited by regulations.
diligence in developing and producing, and shali prevent anneccrsary danuge 16, loss ol of kestor shall rnlc wn!hicxs.m Ay ASEMALRL or c-m_er I.nmf:l. “’f“ infcrest in this beass l.uwe
waste af leased resomrces. Lessor seserves sight 1o spocily rales of development and pecalucina may relinquish this lease nr any legal subdivision by filing in the proper office & waitien
in the public imcresi and ¢ require fesscr tu subscerite Ko & cooperative or umil plas, withia 30 redinquishaicns, wiinch stall be cifective as of the date of [iliag, subject 10 the continued obligation
dayz of nctwe. if doemed nocessary far proger development and operation of aiea, fick!, ur piol of the lessee aml sufety fa pay ali acorucd rontals and myaies.
embsagmg Untsc leascd lands. Lesses shall diill and produce wells necessary W protect Jeasal Seu. 12. Dehivery of prenpses—At such lime as ali or poasons of this liase age reprved 10 s,
Lands from dsainage or pay sompensatory roy sty for drsinage in anoost deierminal by besin Jesser shali place alizcied wells 10 cond. for suy of ahand recium the land
Sec. 5. Documents, evidence, 1 inspoction—Lessee sl file with proper ultu of (o3, 3 specified by iesor and, withia 2 reasonable penod of lime, remove equipment and
a0 |ster tan 30 days after effoutive daic iheroof, any contract ue :uﬂ:n:'cqn'l‘cuher MTAnpEMCH imprisements mt docmal secociary by lessat for preservation of producible wells.
Tor sale of dispond of production, A1 suc b times and i such form as lessor may prescrite, lessee Sec. £3. Proceodings in case of defaukt—Lf lessce {ais o comply with any provisions of this
#hall lurnish detajled statemerts siwing armwunts and quality of 31l produets removed and sold, lease, and the mmn;gmtmlhmu for M days eftee wrigen notice tereol, thix ks shall
procersts therelrom. aad amount used for production purposes of unavoidabily lost. Lessoe may be s.uh;ect v cancellatioe, unless o1 wnid the Teasehold comtains w well capable of prodaction
be required to provide plats and schicnane diagrams showing development work sl of il i gas i paying quantaies, or Uit keasc is 1o an spproved ive of unil
improvements, amd Fepurs with sespect 10 panties in infcrest, expenditures, snd Sepiecistion phan or communitiralion agrecawen! which conteiny 8 well capable of production of wnitired
contxn e T presceibed by s, icases: shall ko a daily drilling recond, 4 g, i b in puying quantives This provision shall me be 1o prevenl the exeicise
on well surveys sad tssis, and x recon) of subsurface mvcstgations and larmish copies to bessor by lessor of any other legal and ecquitable remady | including waiver of the default, Any mch
when required. Lesoe shall keop open mt adl mes for irog by any aulborized reatieddy or waiver shall riol prevent Ister cancelisuan for the sme delsult pocurring »f wny other
oM of lessor, the kemed promises and all wels, imp . itchinery, and Rtures thernm. 1ime. Lessor sl be subject L apnl Provisions and penaltica of FOGRMA (30 U.8.C, 1T01).
and all books, sccounts. mas. 4 tecords relative to aperations, surveys, or investipations. Sec. k4. Hein and n Each obligation of this lease shall cxiend 1o and be
©n or in the lewn] lands, Lesee thall mauntain copics of sl Gontrets, salo agrooments, sccouming binding upio, and cvery bemefil hereol shall jsure i the heirs, executars., adminiursiors,
records, and dncumeatstion such a5 billings, invoices. of similsr docomentaion thar SUDPOTLS b WL, O a5t of the respective pariea heresd_
=7t 2 40
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HOTICE TO LESSEE

Provisiona of the Xineral Leasing Act (MIA) of 1920, as smended by the Faderal
Coal Leasing Amendmants Act of 1976, affect an entity s qualifications to
cbtain an ¢ll and gas lease. Section 2(8)(2}{A) of ths MLA, 30 U.S5.0C,
201(w){2)(A), requires that any entity that holds and has held a Faderal coal
lease for 10 years beginning on or after August 4, 1976, and who is not
producing coal in commercial gquantities from sach such leage, cannot qualify
for the imsuance of any othsr lease grantad under the MLA. Compliance by coal
lesseaes with Saction 2(a){2}(A) is explained in 43 CFR 3472.

In accordance with the terms of this oil and gam leass with raspact to
compliance by the initlal lessee with qualificaticns concerding Federal coal
lease holdings, all aspignees and transfersas are heraby notified that thils
oil and gas leass ls subject to cancellation if: {1} the initial lesses as
agaignor or as tranaferor has falsely certified compliance with Saction 2{a)
{2}{A) or (2) becauma of a denial or digsapproval by a State Office of a
pending coal ection, i.e,, arma-length asaignment, relinguishment, or logical
mining unit, the initial lessee as assignor or as transferor is no longer in
compliance with Section 2{a)(2)(A}). The assignes or transferee dogs not
qualify as a bona fide purchaser and, thus, has no righte to bona fide puxr-
chaser protection in the event of cancellation of this leape dus to nopcom—
pliance with Section 2(a)(2}(A).

Information regarding assignor or transfaeror compliance with Sectien
2{a){2)(A} ls contained in the lease case file as well as in other Bureau of
Land Management records available through the State Office issuing this leane.

xo. 105939

FILFD AND RECORDED AT REQUEST OF

Nessalk Energy, Inc.

September 26, 1996

AT 01 MINUTES PAST 1 O'CLOCK
P M IN BOOX 121 OF OFFICIAL
RECORDS, PAGE 239 LINCOLN COUNTY
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