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Form J100-11 UNITED STATES R
{October 1992) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNOEI252

The undersigned (reverse) affers 1o lease all or any of the lands in ftem 2 that are available for lease pursuant to the Mineral Leasing Act of 1920, as amended and supplemented (30 U.3.C. 181
et seq.), the Mineral Lzasing Aet for Acquired Lands of 1947, as amended (30 U.5.C. 351-359), the Attorney General's Opinion of Aprl 2, 1941 (40 Op. Amy. Gen. 41}, or the

FANCHER RESOURCERBADENSTRUCTIONS BEFORE COMPLETING Fulure rental payments must be made
Mo A - S on or befora the anniversary date to:

1801 BROADWAY, SUITE 720 Minerals Managemelft Servicy
Street ’ Raoyalty Management Program
City, State, Zip Code DENVER, COQ 80202 P.O. Box 5640

Denver, CO 80217
2. This application/offer/iease is for: [Check anly Oney C PUBLIC DOMAIN LANDS C ACQUIRED LANDS (percent U.S. interest )
Surface managing agency if other than BLM: Tnit/Project
Legal description of Jand requesiled: . *Parcel No.: ' *Saie Date (msdiv): / /
*SEE ITEM I IN INSTRUCTIONS RELOW PRIOR TO COMPLETING PARCEL NUMAER AND SALY DATE.
T. R. Meridian State County
Toral acres applied for

Amount remitied: Filing tee $ Renul fee S Toral §

DO NOT WRITE BELOW THIS LINE

3. Land included in lease:

T. R. Meridian Srate Counny
(01208 07 1k : MDM NV Lincoln
Sec. 005 PROT ALL{PRO DIa 226);
006 PROT ALL (PRO DIA 226);
007 PROT ALL(PRO DIA 226);

008 PROT ALL {PRO DIA 226);

2560.000
Toeal ucres in lease
Rental retained § 384000

This lease is issued granting the exclusive right to driil for, mine, extract, remove and dispose of all the oil and gas (except hefium) in the lands described in Ttem 3 together with the right 1o build
and maintain necessary improvements thereupon for the term indicated below, subject to renewal or extensien 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 Interier’s repulations and formal orders in etfect 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 I3 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
nomination and those specified on this form.

Type and primary term of lease: ] THE UNITED STATES OF AMERICA
[Z Moncompetitive lease (ten years) : by %\A_-_. - .W\ - cjf;u TS
) : = {Signing Officer)
e e lene Acting DEC 2 8 2005
) Compettive leats (o year) CHIEF, BRANCH OF-MENERAES ARAHDICATION— _—
- _ 1 9008
O Other EFFECTTVE DATE OF LEASE ___~ EM‘! b1 20 . N I/‘Qé

by ' Tty 2'2 Hﬁfii#
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public domain and acquired larxis separately in the same Slate, da not exceed 246, 080 acres i oil and gas led wm-—h llp o 20{) 00 acres rna? e F il 1hd‘g-|s d{jﬁom)‘ Br 300 DO(J acres n
leases in each leasing District in Alaska of which up to 200,000 acres may be in options, (4) of fermr is not comld-:n:d a minor undes the laws of the State in whigh m; lands zovered by this offer arc
located; (5) offercr is in compiinnce with gualifications concerning Federal coal lease noidings provided o sce. Ha)2YA) ot the Mineral Legsing Act; (6) afferor is in compf ance with reclamation
requicements foc all Federal oi] and gas tease holdings as tequired by sec. 17g) of the Mineral Leasing Act; and (7) otferor is net in violation of sec. 41 of the Act.

{b) Undersigned agrees that signature (o Uus offer constiniees acceptance of s lease, including all terms, conditions, and stipulations of which offecor has been given natice, and any amendment
or separate {easc thit may include any land Jescabed in this offer open to leasing at the time this offer was Gled bur omitted foc any reason frow this lease. The ulferor further ageees that thus olter
zannot be withdrawn, eitnzr n whle or in part, uniess the wirthdrawal is received by the proper BLM Stte Office before this lease, an amendment to this lease, or a sepamle lease, whichever covers

the land described in the withdrawal, has been signed on behalf of the United States.

This offer will be rejected nnd will ufford offersr na prierity if it is not properly compieted and executed in sccordance with the regulations, or if it is not accompartiied by the required
payments. 18 U.5.C. Sec. 1081 makes it a crime for any person knowingly and willfully t» make Lo uny Department or ageney of the United States uny faise, fictitious or fraudubent statements

or representations as 10 any matter within its jurisdiction,

Duly executed this day of

18

[Signature of Lessee or Artorney-in-fact)

LEASE TERMS

Sec. 1. Rentals—Rentals shall be paid to proper office of lessor in advance af each lease year,
Annuat rental yates per acre or fraction thereol are:

{a) Noncompetitive lease, $1.5C for the first 3 years, thereafter $2.(0,
(h) Competitive lgase. 51.50; for the first 5 years; thereaftar $2.00,
(c) Other, see amachment, or

as specified in regulations at the time s lease s ssued

1f this leass or a portion thereol is committed o an approved cooperative or unit plan which
includes a well capable of producing leased resources, amd the plap contns a provision ton
allocation of production, royaliies shall be paid on the production allocated o tus lease. However,
annual rentals shali contnue to be due at the rate specified in (a), (b ar ¢y for those lands
not within o participating area.

Failure 10 pay annuai rentad, if due, on ur before the anniversary date of this lease (or next
official working day if office s closed) shal! automancally terminate this lease by operatan o
faw. Rentals may be waived, reduced, or suspended by the Sccretary upon a sufficienc showing
by lessee.

Sec. 2, Royaitjes -~ Royalties shall be paid o proper affice of lessor. Rovaities shaull be cantpured
in accordance with regulations on production removed or soid. Royaly rates ure

(a) MNoncompetitive lease, 12% %,
(b} Competitive lease. 12'4%:
{c) Other, see attachment; or
as spectfied 1n reguianions at the time this lease 15 issued.

Lessor reserves the righl o specify whelher rovalty 55 (0 be pad i vaiue or in kind, and the
right to establish reasonabie minmum vidues on products after goang lessee notice and an
apportunity o be heard. When paid m valne, royalties shall be due and payable on the last day
of the month following the month in which production occurred, When paid in kind, production
shall be delivered, unless otherwise agreed to by lessor, in merchantable cordition on the premisas
where produced without cost to Jessor. Lesses shall nor be reguired to held such production
in storage beyond the last day of the month following the monh in which production occurred,
nor shall lessee be held liable for loss or destrucnon of royally ol or other products in slerage
from causes beyond the reasonable control of lessee. .

Minimum royalty in lieu of rental of not less than rhe rental which otherwise would be required
for that lease year shall be payabie at the 2nd of gach leuse year beginmng on or atter  discovery
in paying quantitics. This minimwin roeyaity may be waived, suspended, or reduced, and the
above royalty rates may be reduced, for all or portions af this lease if the Secretary desenmnines
that such action is necessary 1 encourage the greatest uitimale recovery of the leased resources.
or is otherwise justified

An interest charge shall be asscssed on late royalty payments or underpayments in aceondance
with the Feeral Oil and Gas Rayally Management Act of 1982 (FCGRMAL 30 U.S.C1701)
Lessee shall be liable for royalty payments on oul and gas lost or wasted from a lease site when
such loss or waste is due o negligence on the part of the operater, or due ta the finlure to comply
with any rule, regulation, order, or citation issued under FOGRMA or the leasing authonly

Sec. 3. Bonds—A bond shail be filed and muintained for leuse operations as reguired under
regulations.

Sec. 4. Diligence. rate of development, umnzanon, amd drinage—Lesse: shall eaercise reasonanle
diligence in developing and producing, and shall prevent unnecessary damage to. loss of, or
waste of leased resources. Lessor reserves right to specify rates of development and produztion
in the public interest and o require lessee 1o suhserhe lo a cooperative or umt plan, within 39
days of notice, if deemed necessary {or proper development and aperation of area. field, or pool
embracing these leased lands. Lessee shall drill and produce wells necessary w protect leased
lands from drmnage or pay compensalory royalty for drainage in amount determined by lessor,

Sec. 5. Documents. evidence, and inspection—Lessee shall file with proper office of lessor,
not later than 30 days afler effective date thereot, any contract or evidence of other arrangement
for sale or disposal of production. At such times and in such form as lessor may prescnbe, lessee
shalf fumish detailed sratements showing amounts and qualiry af all products removed and soid,
proceeds therefrom, amd amount used for production purposes or unaveidably lost. Lessee may
be required 1o provide plas and schematic diagrams’ showing development work and
improvetnens, and reports with respect o parties in interest, expendilures, and depreciation
costs. In the form prescribed by lessor, lessee shall keep a daily drilling record, z log, information
on well surveys and (ests, and & record of subsurface investigalions and furnish copies 2 lessor
when required, Lessee shall keep open at all ressonable times for inspection by any authorized
officer of lessor, the leased premises and all wells, improvements, machinery, and Nixfures thereon,
and all books, accounts,. maps. and records relative to operalions. surveys. or investigations
on of in the leased lands. Lessee shall mainiain copies of all conrracts, sales agreements, accounting
records. and documentarion such as billings. inveices. or similar documentation that supports

15, All such records shatl

. Lesses shall mainwin

costs claimed as manufacturing, prepararion, and/or fransportation <o
be malnained o lessee's accounting offices for fumirc audit by leis
requured recorus for & years abter they are generated or, if an auditor investigation is underway,
until refeased of the obligation to maintain such records 2y lessor,

During existence of s lease, information obaned ender this section shall be closed 10
inspectian by the pubiic in aceordance with the Freadom of Informanon Act (5 U.5.¢2 5523,
Seq. 6. Conduct af operations—Lessce shall conduct operadons in a manner that minimizes adverse
impacts 1o the land, @i, and wuter) ko cultural, biological, visual, and other resources, and 1o
other land uses or users. Lessee shall ke reasonable measures geemed necessary by lessor o
accomplish the irtenc of this section. To the exient consistent with lease rights granted, such
measures nay include, butare not limited ta, moditicacion to siung or design of facilities. timing
of pperations. and specification of interim and final reclamation measures. l.essor reserves the
right to continue existing uses and 10 authorize future dses upon of 1 the leased lands, ircluding
the approviil of easerments or rights-of-way. Such uses shall be comditioned so as © prevent
unnecessary ar unreasonabte interference with cights of lessee.

Prior iy listurbing the surtace of the leased lands, lessee shall contact lessor to be apprised
of procedures (o be tollowed and modifications or reclamation measures that may be necessary.
Areas 10 be disturbed miay requirs inventories or special siudies o determine the extenl of impacts
0 other resonrees. Lessee may be reguared 1o compicle nunor inventories or short term special
siudies under guidelines pravided by lessor. 1f i the conduct of operations, theeatened or
endangered specizs. abjeats of historic or scwemific interesi, or substaniial wnanticipated
environmenial effects are abserved, lessee shall ianmediately contacl fessor, Lessee shall ceuse
any aperanong that would result i the destruction of such specics ot objects.

Sec. 7. Mimng eperations— To the extent that impacts from mining operations wowld be
substanually dJifferent or greater than those associated with normal drilling vperations, lessor
reserves the right o deny approval of such operatons.

Sec. 8. Extraction of helivm—TLessor reserves the uplten of extracting er having extracted helium
from gas production m g manner specified and by means provided by lessor al no expense or
loss to iessee or awner ol the gas, Lessee shall include w any contract of sube of gas the provisions
or this secton

Sec. 9 Damapges to property—Lessce shail pay lessor for damage 10 lessor's improvements.
and shabl save and hold lessor harmless fromadl claims for damage vr harm 10 persons or property
as u resuil of lease operations.

Sev. 10 Profection of Jiverse intercsts sid oqual opportumty—Lessee shall; pay when due all
tuxes legaily assessed andd levied uzder faws ot the State or the United States; accord all employees
complele freedom of purchase; pay all wages ar least twice each mooth lawful meney of the
Uniled States; maintain a safe working environmene in accordance with seandand industry practices;
and take measures necessary o protect the health and safery of the public.

Lessor reserves the right 1o ensure that productinn 15 sold at reasonable prices and 10 prevent
monopoly. If jessee operates a pipeling. or awns conurolling interest in 2 pipeline ar a company
operaling 4 pipeling, which may be aperated accessible to o1l derived trom these leased lands,
lessee shall comply with section 28 of the Mineral Leasing Act of 1920

[L.2ssee shall comply with Executive Qreder No. 11246 of Seprember 24, 1965, as amended,
and reguiations and relevant orders of the Seeretary af Labor issued pursuant thereto. Neither
lessee nor lesses's subcontractors shadl maintain segregated facilites.

Sec. V1. Transfer of lzase interests and relinguishment of lease—As required by regulations,
lessee shall file with lessor any assignment or other transfer of an interest in this lease. Lessee
may selinguish this lease or any lewal subdivision by filing in the proper office a wninen
refinguishment, which shail e effective as of the date of filing, subject to the continued obhgation
af the lessee and surety 1o pay ali accrued rentals and royalties.

Sec. 12, Delivery of premises— At such 1ime as ail ar partions of this lease are returned to lessor,
lessee shall place affected weils in condition for suspension or abandenment, reclaim the land
s specificd by lessor and, within & reasonable period of rime, remove equipmenr and
improvements not desmed necessary by lessor fur preservation of producible wells.

Sec. 13, Proceedings in case of default—If lessee Fails to comply with any provisions of this
lease, and the noncompliance continues for 30 days afier wrinten notice thereof, this lease shall
be subject to cancellation unless or untii the leasehold coprains a weil capable of production
of ail or gas in paying quantities. or the lease 1s commuited 10 an approved cooperative or urut
plan or communitization agreemant which contains @ well capable of production of unitized
substances in paying quantities. This provision shail not be construed 1o prevent the exercise
by lessor of any other legal and equitaple remedy, including waiver of the default, Any such
remedy or waiver shall not prevent larer canceilation for the same defiul occurring af any other
time. Lesses shatl be subject to applicable provisions and penaltes of FOGRMA (30 U.5.C. 1701).
Sec. 14. Heirs and successors-in-interest—Each cbligation of this lease shall extend 1 and be
binding upon. and every berefil hereaf shall inure tn the heirs, executors, administrators,
suceessors, beneficiaries, or assignees of the respective parties hereto.

"U.8. GOVERMMERNT PRINTING DFFICE 2001 - 673001448020
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THE FOLLOWING NOTICE WILL BE ATTACHED TO ALL ISSUED LEASES

NOTICE TO LESSEE

Provisions of the Mineral Leasing Act (ML A) of 1920, as amended by the Federal Coal I easing
Amendments Act of 1976, affect an entity's qualifications to obtain an oil and gas lease.-Section
2(a)(2YA) of the MLA, 30 U.S.C. 201(a}2)(A), requires that anv entity that-holds and has held a
Federal coal lease for 10 yvears beginning on or after August 4, 1976. and who is not producing coal
in commercial quantities from each such lease, cannot qualify for the issuance of any other lease
granted under the MILA. Compliance by coai 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 qualifications concerning Federal coal lease holdings, all assignees and transferees are

hereby notified that this oil and gas lease is subject to cancellation if: (I') 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 astransferor is no longer in
compliance with Section 2(a)(2){A). The assignee or transteree does not qualify as a bona fide
purchaser and, thus, has no rights to bona fide purchaser protection inthe 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 availabie through the State
Office issuing this lease.

o 212 w476



TIMING LIMITATION STIPULATION

No surtace use 15 allowed during the following time perrod{s). This stipulation does not apply to.operations and
maintenance of production facilities. On the land described below; .

Desert Tortaise Habitat
Neo surface use 1s allowed from March 135 to Qctober 15.

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

Descripuon of Lands

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

OG-047-7

300K 212_' ﬁqs 477 -



CONTROLLED 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 trails.
Authority: pp. 36, Approved Calinete Management Framework Plan Amendment and Record of Decision for the

Management of Desert Tortoise Habhitat, September 2000.

Description of Lands

PARCEL NV-03-12-688
THRUJ
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 will
be completed prior to any surface disturbance in desert tortoise habitat. BLLM must ensure through the review of the
application permit to dnll and development of the mitigation measures that the impacrs from the operation do not
Jjeopardize the continued existence of a listed species or result in the destruction or adverse modification of ¢ritical
habutat. The operator, USFWS and BLM must also reach concurrence that proposed actions are below the jeopardy
or adverse modification threshold. If it is determined that through the review of the plan of operation and the use of
mitigation measures that the operation is not betow 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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