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Form 110011 ' UNITED STATES Serial Neo. .
{October 1997) DEPARTMENT OF THE INTERIOR ' :
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNO81248

The undersigned [reverse) offers to j=ase all or any of the lands in Ttem 2 that are available for lease pursuant 10 the Mineral Leasing Act of 1920, as amended and supplemented (30 U.S.C. 181
et seq.), the Mineral Leasing Act for Acguired Lands of 1947, as amended (30 U.8.C. 351-359), the Attorney General's Opinjon of April 2, 1941 (40 Op. Auy. Gen. 41}, of the

FANCHER RESOURCERERD (INSTRUCTIONS BEFORE COMPLETI NG Future rental payments must be made
1. Name ' - an or before the anniversary date 1o:
’ 1201 BROADWAY. SUITE 72 Minerald' Management Service
Street e Royalty Management Program
City, State, Zip Code DENVER, CO 30202 P.O. Box 5640
Denver, CO 80217
2. This application/offer/lease is for: (Check only Ong) {1 PUBLIC DOMAIN LANDS 1 ACQUIRED LANDS (percent U5, interest i
Surface managing agency if other than BLM: Unit/Project
Legal description of land requested: . *Parcel Mo, *Sale Date (msdiv): ! /
*SEE I'TEM 2 IN INSTRUCTTONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. Meridian State Counry
Tatal aeres applied for
Amount remitted: Filing fee 5 _ Renial fee § Total §

DO NOT WRITE RELOW THIS LINE

3. Land included in lease:

T. R. Meridian Stare County
01108 O710E MM NY Lincoln
Sec. 0l7 PROT ALL (PRO DIA 2206);
018 PROT ALL (PRO DIA 226,
019 PROT ALL (PRO DIA 2263
020 PROT ALL (PRO DIA 226);

Total acres in lease 2360.000

Rental retained $ 2840 O}

This Jease is issued granting the exclusive right to dril! for, mine, extract, remove and dispase af all the cil and gas {except helium) in the lands described in Item 3 together wich the right to build
and maintain necessary improvements thereupon for the term indicated beiow, subject 1o renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject ta
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 Formak
orders hereafter promulgated when not inconsistent with lease rights granted or specific provisions of this lease.

NOTE: This lease is Issued ta 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 hid or
nomination and those specified on this form.

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

O NAncompetitive lease (ten vears) by __ﬂ_g—'——= a . :ﬁ‘)—l—g‘-—m

v (Signing Officer)
— Acting DEC 2 8 2005
Compeve ease (e yean) CHIEF, BRANCH O #t o

i ,q
- . 2008
O Other EFFECTIYE DATE OF LEASE "! L‘N ‘J 1 NV.ag
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State or Territory thereof; (2} ali parties noxdmg an interest in the offer are in cumpliance w\lh +3 CF R 3100 and e ieasing .luliwm:es 3 urfcrur’s chnrgc.l.bl‘r nieresis, .!rem 'md ;ndlmcl in each
public domain and acquired lands separately in the same Stare, do not execed 246,080 acres in ail and gas leases (ol which up 1© XXL0OO seres may be i oll-and gasoptions), o[- 300,000 acres in
leases in each leasing District in Alaska of which up to 200,006 acres inay be in aplions, (4) atferur is nol considerced a minor under the laws of the Swite in which the lands' covered by this offer are
lecated; (5) offeror is in compliance with qualifications concerning Feaeral coal lease holdings provided in see. Aa)2¥A) of the Mineral [easing Act; [6) offeror is in compliance with reclamation
requirements for ail Federal ol and gas lease holdings as reguired by sec. F7(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 elfer consticues accepance of this lease, including ail terms, conditions, and stipalations of which offeror s been giver natice, and any amendment
or separate lease that may include any land described in this offer open to leasing at the ime this offer was filed hut omitted for any reason from this isase. The offeror further agrees that this offer
cannot be withdrawn, clther in whale or in part, unless the withirawal is received by the proper BIM State Office before Uus lease, an amendmenl to this lease, or 2 sepamte lease, whichever covers

the 1and deseribed in the withdrawal, has been signed on behalf of the United States,

This offer will be rejected and will afford offerar no priority if it is nat properly compicted and execoted in accordance with the regulations, or if it is not accompanied by the reqaired

payments. 8 1].5.
or representations as to any matter within its jurisdiction.

C. Sex. 1001 inukes it & crime for uny person knawingly and willfully to make to any Department or agency of the United Stutes any false: fictitious or frundulent statements

.9

Duly execured this day of

(Signature of Lessee or Anorney-in-fact)

LEASE TERMS

Sec. 1. Rensads—Rentals shali be paid 1o proper affice of lessor in advance of each tease year.
Annual rental vates per acre or fraction thereot are:

fa) Noncompetitive lease, §1.50 for the first 3 years, thereafrer 32,00,
(b) Competitive iease. $L.50; for the first S years; therealter 3200,
{cy Other, see attachment, or

a3 specitied in regulations at the me this [ease 15 ssuwd,

If this lease ot a poruen theread 15 commuited 0 an approved coopetaiive or unit plan whicl,
includes a well capable of producing leased resources, ard the plan contains & provision for
allocation of prodoction, royalties shall be paid on the production allocated 1© thas lease. However,
annual rentals shall continue to be due at the rate specified in (a), (b), ar (¢} for those lands
not within a participaring area

Failure to pay annual rental. if due, on or before the anniversary dale of this lease {or next
official working day if office 15 closed) shall automatcaily ermnate this fease by operaton of
law. Rentais may be waived. reduced. or suspended by the Secretary upon 2 sutficient showing
by lessee.

Sec. 2. Royalties—Rovaliies shall be paid 10 proper office of lessor. Royalties shall he compured
in accordance with regulations on producucn removed or sold. Rovalry rates are:

{a) MNoncompetitive isase, 1242 %
(b1 Competitive iease, 12'4%,
fcy Other, see artachment; or
as specified in regulacions ar the lime this lease is issued

Lessor reserves the right o specify whether royalty s 1o be paid invalue wrinkind, and the
right to establish reasonable minimum values on products afier giving lessec notice and an
opportunity to be heard When pasd i value, royalties shall b due and payable on the last day
of the month fullawing the month in which production sccurred. When paid 1o kind, production
shall be delivered, untess otherwise agreed to by lessor. in merchanable condinon on the premases
where produced without cost o lessnr, Lessee shall ot be required 1o hald such production
in storage beyond the last day of the rhonch fallowing the month in which production oceurred,
nor shall lessee be heid liable for loss or destruetion of royalty oil or other products in storage
from causes beyond the reasonable control of lessee.

Minimum royaley in lieu of rental of nat less than the rental which otherwise wauld be required
for that lease year shall be payable al the end of each lease year begimning on or alter a discovery
n paying quantities. This minimum royalty may be waived, suspended, or reduced, and the
above royalty rates may be reducea, for all or poruens of this lease i1 the Secretary detennines
that such action 1s necessary o encourage the greaiest nltimate recovery of the leased resources,
or is otherwise justified.

An interest charge shall be assessed on lale rovalty payments or underpayments in accordance
with the Federal 31l and Gus Royalty Mandgement Act of 1982 (FOGRMA) (30 U5 1701
Lessee shall be liable for royalty payenents on ou and gas lost or wasted from a lease sie when
such loss or waste is due to negligence on 1he part of the eperator, or due o the failure to comply
with any rule. regulation, order, or citation issued under FOGRMA or the leasing authoriry.

Sec. 3. Bonds—aA bond shail be filed and mainiained far lease operalions as reguired dmber
teguiations.

Sec. 4. Diligence, rate of development, unitizayon, axd drainage— Lessee shall exercise reasonabte
diligence in developing and producing, and shall prevent unnecessary damage lo, loss of, <

waste of leased resources. Lessor reserves right to specify rales of development ard production
in the public interest and- 10 require lessee 10 subscrive 10 a coaperative or unit plan, within 30
days of natice, if deemed necessary for proper development and operation of area, field, ot puol
embracing these leased lunds, Lessee shall dnll and produce weils necessary 1o protect leased
lands from drzinage or pay compensatory royalty for drainage in amount delermined by lessar

Sec. 5. Documents, evidence, and inspection—Lessee shall file with proper office of lessar,
not fater than 30 days after etfective date thereal, any contract or evidence of other arrangemeni
for sale or disposat af proguction. At such imes and in such form as lessor may prescribe, lessce
shall furnish detailed statements showing amounts and quality af all products removed and sold.
proceeds therefrormn, and amount used for production purposes or unavoidabiy fost. Lessee may
be required to provide plats and schematic diagrams showing development work and
improvemens, and reports with respect 10 parties in interest, expenditures, and depreciatian
costs. In the form prescribed by lessor, lessee shali keep a daily drilling record, a log, informanon
an well surveys and tests, arxl a record of subsurface investigalions and furush copies to {essar
when required. Lessee shall keep open ar all reasonable times for inspection by any authorized
officer of lessor, the leased premuses and ailweils, improvements, machinery, and flxwures thereon,
ard ail bocks, accounts, maps. and records relalive 10 operations, surveys. of investigations
on or in the lessed lanuds. Lessee shall maintain copies of all contracts, sales agreements, accounting
records, and documentation such as billings. invowees, or similar documentation that suppors

costs claimed as manuf.xcturmg prcparalmn andlur transportatlcm costs. All such recurd:. s.hall

o5 for futurc audit by lessor. Lesses shall m

[}C I'T'I;llnl.ill'lﬂll Wi wasee’s dLLlIuI[I]I\s
required records for 6 yeass after they are generated or, if an audit or (nvestigauon is underway
unljl released af the ubligation o maintam such records LY lessor.

Duning ealstence of this lease. information sbrained under this secuon shall be closed to
mspection by the publican accordanee with the Freedont of Informaten Act (5 U.8.C. 552).
See. 6. Conduet of operations—Lessee shail conduct cperations in a manner that minimizes adverse
imnpacts to the land. air, and waler. 10 cuitural, biological, visuat, and vther resources. and to
other land uses or users. Lessee shall 1ake reasonable measures deemed necessary by lessor ©
sccomplish the iten of this secnion. To the sxtent consistent with lease nghts granted, such
measures may include, but are not limited e, modifeation to siting or design of facilities. umung
of vperations, and specification of interim and final reclamation measures, Lessor resenves the
right 10 continue exjsting uses and 1o authonre fulure uses upon or in the leased lands, mcluding
the approval of casements or nghes-of-way. Such uses shall be condinoned 5o as o prevent
unnecassary or unreasonabla interference with rights of lessee.

Prior 2 Hsturbimg the surface of the leased lands, lessee shall contact lesser o be apprised
of procedures o be followed and mixdificatons or reclamation measures Lhat may be necessary.
Areas to be disturbed ruay require invenddries or special siudies 1o dettrming the extent of impacts
w0 other resources. Lessee may be required 1o complete minar inventones or short temy special
studies wader guidelines provided by lessor. 1f in the conduct of operatiens, threatened or
endangereds species, objects of historic or scientific interest, of subswntial unanticipared
environmental effects are abserved, lessee shall immediately contact lessor. Lessee shall cease
any operanons that would resuitin the destruction of such species or obiects.

Sec. 7 Mining operations—To the extent that impacts (Tom mimng vperations wauld be
substanoaily different or greater than those associated with normal Jdrilling operations, lessor
teserves (he night o Jdeny approval of such vperations,

See. 8. Extracnon ot helium—Lessor reserves the option of exwacting or naving extracted helium
trom gus production in @ manner specified and by means provided by lessor at po expense or
L0885 10 lessee or awner of the gas. Lessee shall include in any contract of saie of gas the provisions
0l this section,

Sec. 9 Damages o property-—Lessee shall pay lessor for damage to lessor's improvements,
and shall save and hold lessor harmless fram all claims for damage or harm to persons or property
as a4 resull of lease operations.

See. 10 Protection of diverse nterests and equal opportunity— Lessee shall: pay when due ail
laxes legally assessed and levied Under baws of the Stare or the United States; dccerd all empicyees
complee freedom of puschase; pay all wages at least fwicr each month 1n lawful money of the
Unuexl Staes;, maintain a safe working enviranment in accurdance with standard industry practices,
and rake measures necessary o proect the heatth and sarety of the public.

Lessor reserves the night 1o ensure Lhat production is sold al reasonable prices and o prevent
monopoly. IV lessee operates a pipeline, or swng controlling interest in a papeling or a company
operating a pipehne, which may be operaled accessible to oil derived from these leased lands,
lesses shali comply with section 2R of the Mineral [casing Acr of 1920,

Lessee shall comply with Executive Order No. 11246 of September 24, 1965, as amended,
arkl regulations ang redevant orders of the Secrelary of Labor issued pursuant thereto. Neither
lessee por iessee's subcontractors shull maintwin segregated facuities,

Sec: |1, Transfer of lease interests and relinguishment of lease—As required by regulations,
Tessee shall file with lessor any assignment or other transfer of an inlerest in Uns tease. Lessee
may relinquish this jease or any legal subdivision by filing in the proper office a writlen
relinquishment, which shall be effective as of the date of filing, subject 1o the continued obligation
of the lessee and surely 10 pay all acerued rentals aod royalties,

Sec. 12, Detivery of premises— At such t1me as all ar portions of this |zase are refurned o lessor,
lessee shail piace affected welis in condition for suspension or abandonmeat, reclaim the land
as specificd by lessor and, within a reasonable period of time, remove squipment and
improvements not deemed necessary by lessar for preservatian of producible wells.

Sec. 13, Procesdings in case of default—If lessee fails to compty with any provisions of this
jcase, und the noncompliance continues for 30 days after wntten notce thereof, this lease shall
be subject 1o cancellation unless or untii the ieaschold ceatains & well capable of producton
of oil or gas in paying guantitics, of the lease 1§ commiited [0 an approved cooperative or unil
plan or communijtization agreement which contains a well capable of production of unitized
substances in paying quaniinies. Tlus provisien shail not be construed to prevent the excrcise
by lessor af any other legal and eguitable remedy, including waiver of the default. Any such
remedy or waiver shail not prevent later canceilation {or the same default oecurring at any other
time. Lzssee shal! be subject o applicable provisions and penaltes of FOGRMA (30 U.S.C. 1701).

Sec. 14. Heirs and successors-in-interest—Each obligation of this leasz shail exicnd to and be
ninding npon, and avery benelit hereof shall inure o the heirs, executors, administrators,
successors, beneficiaries, ur assignees of the respective parties hereta
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THE FOLLOWING NOTICE WILL BE ATTACHED TO ALL ISSUED LEASES

NOTICE TO LESSEE

Provisions of the Mineral Leasing Act (MLA) of 1920, as amended by the Federal Coal Leasing
Amendments Act of 1976, affect an entity's qualifications to obtain an oil and gas lease.- Section
2(2)(2){(A) of the MLA, 30 U.S.C. 201(a)(2XA). requires that any entity that holds ard has held a
Federal coal lease for 10 years beginning on or after August 4. 1976, and who is noet producing coal
in commercial quantities trom each such lease, cannot qualify for the issnance of any other lease
granted under the MLA. Compliance by coal lessees with Section 2(a)(2){A) is explained in 43 CER
34712,

In accordance with the terms of this oil and gas lease with respect to compliance by the initial lessee
with qualifications concerning Federal coal lease holdings, all assignees and transferees are

hereby notified that this oil and gas lease is subject to cancellation if: (1) the initial lessee as
assignor or as transferor has faisely certified compliance with Section 2(a)(2)(A) or (2) because of a
denial or disapproval by a State Office of a pending coal 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 transteree does not gquality as a bona fide
purchaser and, thos, hasno rights to bona fide purchaser protection in-the event of cancellation of
this lease due to noncompliance with Section 2(2)(2)(A).

Information regarding assignor or transferor compliance with Section 2(a)}(2){A) is contained in the
lease case file as well as in other Bureau of Land Management records available through the State
Office issuing this lease,

1z
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TIMING EIMITATION STIPUTLATION

Mo surface use is allowed during the following time period(s). This stipulation does not apply 10 operations and
maintenance of production facilities. On the land described below: .

Desert Tortorse Habugat
Na surface use is allowed from March 13 o October 13.

Authority: pp. 55. Approved Calinete Management Framework Plan Amendment and Record of Decision for the
Management of Desert Tortoise Habitat, September 2000.

Description of Lands

PARCEL NV-03-12-688
THRU
PARCEL NV-05-12-723 ALL LANDS

0G-047-7

35
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CONTROELED SURFACE USE STIPULATION

Open to leasing with minor restrictions {controlled surface use).
Desert Tortoise Habitat .

Unless otherwise authorized. access to this leasehold, and operations will be limited to the existing roads and rails.

Authority: pp. 56, Approved Calinete Management Framework Plan Amendment and Record of Decision for the
Management of Desert Tortoise Habitat, September 2000.

Description of Lands

PARCLL NV-05-12-68%
THRU
PARCEL NV-05-12-723 ALL LANDS

0G-047-8

EL]
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LEASE NOTICE

A leasing notice providing guidance for plan development will be included on all leases. Section 7 consultation will
be completed prior to any surface disturbance n desert tortoise habitat. BLM must ensure through the review of the
application permit to drill and development of the mitigation measures that the impacts {rom the operation do not
Jjeopardize the continued existence of a listed species or result in the destruction or adverse modification of critical
habirat. The operator, USFWS and BLM must also reach concurrence that proposed actions are below the jeopardy
or adverse modification threshold. If it is determmined that through the review of the plan of operation and the use of
mitigation measures that the operation is not below the jeopardy or adverse modification threshold, the project
would not go forward.

Description of Lands

PARCEL NV-05-12-688
THRU
PARCEL NV-05-12-723 ALL LANDS

0G-047-9

37
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