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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN-_~ §/4%5/
LOCATED IN LINCOLN COUNTY, NEVADA.

FANCHER RESOURCES, LLG
1801 BROADWAY, SUITE 720
DenvER, COLORADO 80202

303-296-6600

NU-0E

BOOK 212 m;E456



Form 3100-1L UNITED STATES Seriat No.
(Detober 1992) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNOSL251

The undersigned (reverse) offers to lease all or any of the lands in {tem 2 that are availahle for leage pursuant 1o the Mineral Leasing Act of 1920, as amended and supplemented {30 U.5.C. 181
ot seq.), the Mineral Leasing Act for Acquired Lands of 1947, as amendeq (30 U.S.C. 351-154), the Anorney General's Opinion of Aoril 2. 1941 (40 Oo. Awv. Gen. 413, or the

Future rental paymenis must be made

AN Jals STRUCTIONS BEFORE COMPLETING
FANCHER RESOURCES™2RE an or before the anniversary date to:
L. Name Minerals Management Service
N 7 FOQTITTT o
St 801 BROADWAY, SUITE 720 Rovalty Manseoment Proeam
City, State, Zip Cole DENVER, CO 80202 P.O. Box 5640
Denver, CO 80217
2. This application/offer/lease is for: {Cheek only One) [ FUBLIC DOMAIN LANDS [J ACQUIRED LANDS (percent U.§. interest 1
Surface managing agency if other than BLM: . Unit/Project
Lepal description of land reguested: ’ *Parcel No.: *Sale Pate (midivyi_____/ !
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE,
T. R, Meridian State County
Total acres applied for
Amount remitted: Filing fee $ Rental fee 3 Towl $

DO NOT WHITE BELOW THIS LINE

3. Land included in lease:

T. R Mueridian State County
01145 0710k MDD NV Linceln
Sec. 029 PROT ALL (PRO DIA 226),
030 PROT ALL (PRO DIA 226);
031 PROT ALL (PRO DIA 220,
32 PROTALL (PRO DIA 2263

&g
Total acres in lease ___ 2560.000

Rental retained % 384000

This lease is issued grantng the exclusive right to drill for, mine, extrace, remove and dispose of ail the oil and gas fexcept hefium) in the lands described in Item 3 together with the right to build
and maintain necessary improvemenis thereupon for the term indicated helow, subject to renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject 1o
applicable Jaws, the terms, conditions, and attached stipulations of this lease, the Secretary of the Intetior’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 lease.

NOTE: This lease is issued 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
namination and those specified on this form.

Type and primary term of lease: i THE UNITED STATES OF AMERICA
(| ncompetitive lease [ten years) ) “ by S__Qn. " . m . jﬁ_u k)
Aet'mg (Signing Officer)
Competitive lease (ten ' EC 2 872005
petiive lease (tem year) CIIIEF, BRANCH O v
A ?l
é Other EFFECTIVE DATE OF LEASE LJ ﬂ ]\ M 'ﬁﬁ

e
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State ar Temrory thereol; (Z) all panies noliing an inlerest i Wie olled e 10 coMplanes Wil =2 L0 S48 Al 1

iy AU RSy ) AR IS Gl g BtV HLTTEST S, dirELl and ndicecl, in cach

public domain and acquired lands separately in the same State, do not excesd 246,080 acres ivooil and gas leases [of which op 0 BKL003 acees may be ot and gas optiags ), or 00,000 acres in
leases in cach leusing Distrist in Alaskai of which up to 200,000 acres may be in options, (4] offeror 18 not considersd a minor urder the laws of the State in wnich the lands covered by this offer arc
located; (5) offeror is in compliance with qualifications conceming Federal coal lease holdings provided in sec. a}2¥A) of the Mineral Leasing Act; (6) offecar is in complianes-with reclamation
requicements for all Federal oil and gas leasc holdings as resuieed by sec. 17(g) of the Mineral {easing Act; and (7) otfcror s not :a violalion of sec, 41 af the Act.

{b) Undersigned agrees Ihat signature ta this offer constinutes acceprance of as lease, including all terms, conditions, and stipuiations af which offeror his been given notice, and any amendment
ar separate lease that may include any land described in this offcr open to leasing at the time this ofter was filed but omitted for any reason from this lease. The offeror further agress that this offer
cannot be withdrawn, cittier i wiole or in parg, uniess e witidrawal is received by e proper BLM Stare Office befors this leasz, an amendment to this lease, or 1 sepamtz lease, whichever covers

the iand described in the withdrawal, bas been signad on betwll of the United Suutes.

This offer will be rejected and will afford offeror no piiority if it is not properly completed und executed in accordance with the regulations, or if it is not accompanied by the required
payments. 18 U.S.C. Sec, 1081 makes it @ crime for any persost knowingly and willfully to make to any Depsrtment or agency of the United Stutes uny false, fictitious or frauduwlent statements

or representations as to any matler within its jurisdiction,

.18

Duly executed this day of n

[Signature of Lessee or Anorney-in-fact)

LEASE TERMS

Sec. 1. Rentals—Rentals shail te paid © prooer office of lessor in advance ot each lease year
Annuat rentai vates per acre or frachon thereof are:

{a) Nancompettive lease, $1.50 for the first 3 vears, thereafter 3200,
() Competitive lease, $1.50; for the first S years; thereafter $200;
(e} Other, see attachment, or

as specified in reguianons ar the tne s lease 5 sued

If this lease or a portion thereof is commined to an appraved cooperative or unit plan which
includes a well capable of producing leased resources. and the plan sowains a pravision for
allocation of producton, royalties shall be paid on the production aliocated to this lease. However,
annual renmls shali continue 16 be due ar the rare specified in {a), (b). or {c) for those lands
not within a4 partiipating arca,

Failure 10 pay annual rental, if due, on ar befare the anniversary date of this lease ior nexi
official working day if oifice is closed) shall automatically terminate s lease by nperaton of
{aw. Rentals may be walved. reduced, or suspended by the Secrewacy upon a surticient shuwing
by lessee.

Sec. 2. Rovaities— Royalties shall be paid ta proper office af lassor. Rovaities shall b computed
in accordance with reguiations on production removed or sold. Royalty rates are:

in) Noncompetitive lease, 1214
(b} Compeutive lease, 1249 %:;
(c) (nher, see attachment; ar

as specified in regulationy at the time this iease 15 wsued

Lessor reserves the right (o specify whether rovalty 15 10 e paid 1 value or in kind, and the
right 1o establish reascnable minimum vatues on products after piving lessee nouce and an
Opportunity 10 be heard. When paid in value, royalties shall be due and payable on the Tast day
of the month followiny the month 1n which production occurred. When paid in kind, preduction
shall be delivered, unless otherwise agresd to by lessor, in merchantable condition.on the premuses
where produced without cost 1o lessor. Lessee shall not be required o hold such production
in storage bevond the last day of the month foltowing the month i which production oceuried,
nor shall iessee be held liable for loss or destruchion aof royaley ol or uiher priduers in storage
from causes beyond the reasonabie control of lessec.

Minimum royalty in leu of rental of not tess than the rental which otherw ise would be required
for that lease year shadl he payabie ac the end of each lease year beginning on or after a discovery
in paying quantites, This mimmum royslty may be waived, suspended. or reduced. and the
apove tovalty rates mav be reduced. for all or pomons of this lease it the Secretary determines
that such action is necessary 1o encourage the greatest ultisnate recovery of the Jeased resources,
or is ptherwise justified

An interest charge shallbe ussessed on fale rayally payments of underpayments in accordance
with the Federat Oil-and Gas Rovalty Management Act of 1982 {FOGRMA) (30 U.S.C. 1701
Lesser shall be liable for royaity payments on oii and gas lost or wasted from o lease site when
such loss or waste is due 1o negligence on the pan of the opesator, or due to the failure to comply
with any rule, regulation. order, or citation ssued under FOGRMA or Lhe Jeasing authority

Sec. 2. Bonds—A bomd shall be filed and maintainea for lesse operations as required under
regulations.

S22, 4. Diligence, rate of development, unitization, and drainage—Lessee shall exercise reasonable
diligence in developing and producing, amd shall prevent unnecessary damage to, loss of, or
waste of leased resources. Lessor reserves right o specify rales of development and. prixiuction
in the public interest and 1o require lessee 1o subscribe to a ceoperative ar umt plan, withia 30
days of nougee, if deemed necessary for proper developrent and operaton of area, field, or pool
embracing these leased lands. Lessee shall dril and produce wells necessary to protect leased
lands from drainage or pay compensatory royally for drainage n amount determined by cessor.

Sec. 5. Documents. evidence, and (nspection-—Lessee shall [lle with proper office of lessor,

- ot later than 30 days atler effactive dare thersof, any contract or evidence of other arrangement

far sale or disposal of production. Al such ttmes and i such form as lessor may prescnbe, tesses
shall furnish detailed szatements showing amounts and quality of all products removed and sold,
proceads therefrom, and amount used for production purposes or unavoidably lost. Lessee may
be required ro pravide plats and schematic diagrams showing development work and
improvemens. and reports with respect (o parties in-interest, expendimures, and depreciation
costs. Ln the form presceribed by iessor, lessee shail keep a dady drilling record, a log, information
on well surveys and tests, and a record of subsurface investigalions and furnish capies to lessor
when required. Lessee shall keep open at all reasonabic times for inspection by any authorized
officer of lessor. the feased premises and all wells, improvements, machinery, and fixures thereon,
and all books, accounts, maps. and records relacive to operalions. surveys. ar invesligations

on orin the leased lands. Lessee shall mainwain copes of all conrracts, sales agreements, sccounting.

records. and documentation such as killings. inveices. or simiiar documentation thar suppons

costs claimed as manufacwuring, preparation, and/or transporiation costs. All such records shall

misdie oy taceae | acpme chnil Aaicinea
¢ audit by lessor. Lesses shail maintain
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be muinained o icssee’s accouiiing offic
requited records for 6 years afier they ase generated or, if an audit or investgagen is underway,
until released af the obligation o mairtain such records by lessor.

During exsstence of this lease. information obtuned under this section shall be closed to

inspecuon by the public in accordance with the Freedom of Informacon Act (5 U.5.C. 552),

Sec. & Conduct of operanons =-Lessee shall conduct operations in a manner that minumizes adverse
impacts o the land, air, and water, 1o cultural. biclogical, visual. and other resources, and 1o
nther fand uses or users. Lessee shall 1ake reasonabie medsures deemed necessary by lessor 10
accamplish the intent-of this section. To the extent consistent with lease rights granted, such
measuees may include, but are not limited to, modification to siting ar design of facilities, bmung
of operanons, and specification of interim and final reclzamation measyres. Lessor reserves the
right 1o continue existing uses and 1o authorize future uses upon or in the leased lands, including
the approvul of easements or rights-of-way. Such uses shall be conditioned so s o prevent
URREsessary or unreasonable interference with rights of lessee.

Prior o listurbing the surface ol the leased tands, tessee shall contact lessor to be apprised
of pricedures to be followed and modifications or reclamation measures that may be necessary.
Areas 0 be disturbed may require inveniories o special sundies re determine the extent of tmpaces
to ather resources. Lessee may be required io compiete minor inventories or short term special
studies under guidehines provided by lessor. If i the comduct of operations, threatened or
endangered species, objects of hSWNC oF stwnlfic nrerest, ©r subsiantial unanticipated
environmenizal effects are observad, lessee shall immedrately contact lessor. Lessee shall cease
any operanonsthat would result in the destruction of such species or chiects.

Sec. 7. Minng operations—To the extenr that impacts from mining operations would be
sabstanually different or greater than those associated with normai drlling operations, lessor
reserves the nghl o deny appeoval of such operations.

Ser 8 Extruction of helinm = Lessor reserves the option of exiracting or having exteacted helium
from gas production in a manner specificd and by means provided by lessor at no expense or
fods o 1essee of owner of the yas. Lesses shall include in any contract of sale of gas the provisions
ot thes sectiun,

Sec. 9. Damages to property-—Lessee shall pay lessor for damage (o lessor’s improvements,
ang shall save and hold lessor harmuess fronvall clauns for damage or harm to persons or propesty
as 4 resull of lease operations.

See. 10, Protection of diverse interests and equit opportunity — Lesscs shall: pay when due all
tuxes legally assessed and levied under laws of the Stace or tie United States; accord all employees
somplete freedom of purchase; pay all wages al leasl twice each month in lawful money of the
United States; maintain a safe warking envuronment i aceordance with standiard industry practices;
and lake measuses necessary [o profect the health and sarery af the public.

Lessor reserves the nght ta ensure that production is sold al reasonable prices and to prevent
monopoly. If lesses operales a pipeling. or owns controlling interese . a pipeline or a company
operating a pipeline, which may be operated accessible to il denived from these leased lands,
lesyee shall camply with section 28 of the Mineral Leasing Act of 1920,

Lessee shall comply with Executive Order No. 11246 of Seprember 24, 1965, as amended,
and regulations and relevanl orders of the Secretary of Labor issued pursuant therela. Neither
lessee nor iesses’s subcontryctors shall maintain segregared faciiities.

Sec. 1] Transfer of izase interests and relinguishment of lease—As required by regulations,
lessee shall file with lessor any assignment or pther transfer of an interest in this lease. Lessee
may relinquish thes lease or any legal subdivision by filing in the proper office a wrninen
relinguishment, which shall be effective as of the date of filing, subject to the continued obligation
of the lessee and surery o pay all accrued rentals and royalties.

Sec. 12, Delivery of premises— At such time as atl or portions of Lhis lease are returned (o lessor,
lessee shall place affected weils in condition for suspension or atardonment, reclaim the land
as specified by lessor and, within 2 reasonable period of time, remove equipment and
improvements rot decred necessary by lessor for preservation of producible wells.

Sec. 13. Procesdings in case of default—I lessee fails to comply with any pravisions of this
lease, and the noncomgliance continues for 30 days afier wnitten notice thereof, this lease shall
be subject 1o cancellation unless or until the ieasehold contzing i well capable of productien
of oil or gas in paying quantities, or the lease 15 comminted 1o an appraved cooperalive or wmt
plan or communitization agreement which contains a well capable of production of unitized
subsiances in paying quantines. This provision shall not be construed 10 prevent the exercise
by lessor of any other tegal and equitapic remedy, inciuding waiver nf the default. Any such
remedy or waiver shall not prevent later cancellation for the same default occurring at any other
tume. Lassee shall be subject to applicable provisions and penalties of FOGRMA (30 U.5.C. 1701}

Sec. 14, Heirs and successors-in-interesti—Each obligation of this lease shall extend to and be
binding upon, and every benetdt hereaf shall inure 1o the heirs, executors, administrators,
succassors, beneficiaries, or assignees of the respective parties hersta.

LS. GOVERNMENT PRINTING OFFICE: 2001 - 573-001/46020
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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(a)(2XA) of the ML A, 30 U.S.C. 201{a)(2){(A), requires that anv entity that holds and has held a
Federal coal lease for 10 years beginning on or after August 4, 1976, and who is rot producing coal
in commercial quantities from each such iease, cannot qualify for the issuance of any other lease
granted under the MLA. Compliance by coal lessees with Section 2(a}(2){A) is explained in 43 CFR
3472,

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

hereby notified that this oil and gas lease is subject to cancellation it: (1) the initial lessee as
assignor or as transferor has falsely certified compliance with Section 2(a)(2)(A) or (2} becanse 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 transferee does not qualify as a bona fide
purchaser and, thus. has no rights to bona fide purchaser protection in the event of cancellation of
this lease due to noncompliance with Section 2(a){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.

12
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TIMING LIMITATION STIPULATION

~ No surface use is allowed during the following time period(s). This stipulation does not apply to epecrations and
maintenance of production facilities. On the land described below: -

Dresert Tortoise Habitar
No surtface use is allowed trom March |5 to October 15.
Authority: pp. 35, Approved Calinete Management Framework Plan Amendment and Record of Decision for the

Management of Desert Tortoise Habitat, September 2000.

Description of Lands

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

0G-047-7

35
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CONTROLLED SURFACE USE STIPULATION

Ompen 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 traiis.

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

Description of Lands

PARCEL NV-05-12-638
THRU
PARCEL NV-05-12-723 ALL LANDS

0G-047-8

36
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LEASE NOTICE

A leasing notice providing guidance for plan development will be included on all leases. Section 7 consultation wiil
~ be completed prior to any surface disturbance in desert tortoise habitat. BLM must ensure through the review of the
application permit to drill and development of the mitigation measures that the impacts from the operation do not
jeopardize the continued existence of a listed species or result in the destruction or adverse modification of ¢ritical
habitat. The operator, USFWS and BLM must alse reach concurrence that proposed actions are betow the jeopardy
or adverse moditfication thresheld. If it is determined that through the review of the plan of operation and the use of
mitigation measures that the operation is nor belaw the jeopardy or adverse modification threshold. the project
would not go forward.

Descripuon of Lands

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

OG-047-9
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