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FEDERAL LEASE NO.
USANVN- /43¢0,
LOGATED IN LINCOLN COUNTY, NEVADA.

FANCHER RESOURCES, LLGC
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* Form 3104-11 UNITED STATES Serial No. .
(October 1992) DEPARTMENT OF THE INTERIOR '
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNOg1230

The undersigned (reverse) offers to lease all or any of the fands in Trem 2 that are available for fease pursuant to the Mineral Leasing Act of 1920, as amended and supplemented 30 U.5.C. 181
et seq.), the Mineral Leasing Act for Acquired Lands of 1947, 45 amended (30 U.5.C. 1811591, the Attorney Generul's Opinion of April 2, 1941 (40 Op. Ay, Gen. 41), or the

FANCHER RESOURCEEE{:}{)QIS’IRUCT[ONS BEFORE COMPLETING Future renial paymeats must];: made
i te to:
g 1501 BROADWAY, SUITE 720 on s el
City, State, Zip Code DENVER, CO §0202 Royalty Management Program
P.0. Box 5640
Denver, CO 80217
2. This application/offer/lease is fort (Check andy One) [ PUBLIC DOMAIN LANDS T ACQUIRED LANDS (percent U.S. interest b)
Surface managing agency if other than BLM: Unit/Praiect
Legal description of land requested: *Parcel No.: *Sale Date (m/d/y): ! i
«GEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE:
T. R. Meridian Stat: Couney

Total acres applied for

Amount remitted: Filing fee S Rental fee S Total §

D0 NOT WRITE BELOW THIS LINE

3, Land included in lease:

T. R. Meridiun Statz Counry
01008 O700E MM NV Lincoln
Sec, 013 ALL;
atd ALL:

023 ALL;
024 ALL;

2560.000

Tatal acres in lease

Rentaj rewined $ 3840 00

This lease is issued granting the exclusive right to drill for, mine, extract, remove andl dispose of ail the oil and gas (excepr helium) in the lands deacribed in ltem 3 together with the right to build

and maintain necessary improvements thereupon for the term indicated below, subject to renewal or extension in accordance with the appropriate leasing autharity. Rights granted are subject to

applicable laws, the terms, conditions, and attached stipatations of this lease, the Secretary of the Interior’s regulitions and formal orders in effect as of lease issuance, and to regulations and formal
“‘orders heteafier promuigated when not inconsistent with lease rights granted or specific provisions of this lease.

NOTE: This lease is issued to the high hidder pursuant to his/her duly executed hid 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
O Honcompetitive lease (ten years) by T4 — A - iﬂ el iy
Acti'ﬂg © (Signing Officer) DE C 2 9 'mﬂﬁ
Competitive lcase [ten years) yose

CHIEF, BRANCH OF-MRMERAES ARIHBICAHON— —— — 0
YR O 120D

O Other _ EFFECTIVE DATE OF LEASE : A/ I/ ‘éjg
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State or Temitary thereal; {2) all partics helding an interest in Uic offer are in compilance witlh «3 CIR 3130 and the leasiog authorities; [3) olfarors shargenble interests, direct andl indicect, in each
public domain and acquired lands separateiy in the same State, do not sxcead 246,080 acres iv oil and gaii leases (ol which up to 200,000 acres may be in cil'and gas options ), .o¢ 300,000 acres in
leases in each leasing District in Alaska of which up to 200,000 acres may e in options, (4) offeror is not considered a4 minor under the laws of the State in which the linds covered by this oiTer are
located; (5) offeror is in compliznce with gualifications concerning Fadersl coai lease holdings provided in sec. Xa}2¥A) of the Mineral Leasing Act; (6) offerer i in complianee with ceclimation
requirements foc all Federal oil and gas lease lwidings as required by sec. 17(g) of the Mineral Leasing Act; and (7) offeror is aot in vialation of sec, 41 of the Act.

{b} Undemigned agrees that signacure to this offce constGues aceopiance of Lhis lease, inchuding all rerms, conditions, and stipulations of which afferor has been given notice, and any amendment
or separate lease thar may include any tand descrobed in this offer open o lewsing at the time bis olfer was led but amitted for any reason from this lease, The offerar further agrees that Lhis offer
ennnot be withdrawn, cither in whele or in part, unless the withdrawal is received by the proper BIM State Office before this leass, an amendment to this |ease, o a separate lense, whichever covers

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

This offer will be rejected and will afford offeror no priority if it is not properly completed and executed in accordance with the regulations, or if it is not accompanied by the required
payments. 18 U.5.C. Sec. 1001 makes it a crime for wny perssn knowingly and willfully 10 make to any Department or agency of the United States any false, Bctitions or fraudulent statements

Or represeitaiisns as Lo sny mutter within its jurisdiction.

19

Duly executed this day of

(Signature of Lessee or Attomney-in-fact)

LLEASE TERMS

Sec., 1. Rentals—Rentals shall he paid 0 proper office of lessaria advance of cach lease veur
Annual rental vates per acre or fracuan thereal are:

(a) Noncompetitive lzase, $1.50 for the first 3 years: thereafier $2.00.
(b} Competitive lesse. $1.50; for the first & years; thereafler $2.00;
(c) Other, see artachment, or

as specified in repuiations a1 the rine ths lease 15 1ssoed

If this lease or a portion therea! is cornmitted 10 an approved cooperative or urit plan which
includes a weli capable oi producing leased resources, wud the plan contains a provision ju
allecation of production, rovalties shall be paid on the production allocated o this lease. However,
annual rentals shatl continue o be due al the rare specified in (a1, ib). or (¢ far those fands
not within a participating area

Failure to pay annual rental, if due, on or before the anniversary date of this lease tor aeut
official working day if office is closed) shall automancaily terminate this icase by aperation ol
law. Rentals may be warved, reduced, or suspended by the Secrelary upon a sufficient showing
by lessee. '

Sec. 2. Rovalties— Royulties shall be paud 10 proper office of lessor. Royaluies shalt he computed
in accordance with regulations on production iemoved or soll. Royalty rates are:

fa) Noncompeusive teise, 12142 %;
b} Competitive lease, 12'4 %,
fc) Other, see attachment; or
as specified in reguiations at the tme this tease is issued,

Lessor reserves the right 10 specify whether royalty 15w b paid novalue or inkind, and the
right o estabiish reasonable minimum values un products arter giving lessee notice ang an
opportunity to be heard When paid i value, rovaitiey shadl be due and payable on the Yast day
of the month fellowing the month in which production sccurred. When paidin kind, productien
shall be delivered, uniess otherwise agreed to by lessor, in merchantable conditon an the premises
where produced wiathaul cost to lessor. Lessee shall not be required 1o hald such prxduction
in storage beyand the lasi day of e month foliowing the manth in wiich production cccurred:
nor shall lessee be heid liabie for loss or destruction of rovairy it or other products in storage
from causes beyond the reasonabie control uf lessee.

Minimum rovalty in Leu of rental ot not lass than the rental which otherwise would be reguired
for that lease year shail be pavable at the end of zach lease vear begrning on or after a discovery
in paying quantttics. This muimum rovalty may be waived, suspended, o reduced, and tie
abeve royaity rates may be reduced. for all or portens af this lease it the Secretary determings
thar such action is necessary 1o eacourage the grealese ultmale recovery of the leased resonrces,
or is otherwise justified.

An interest charpe shall be asscssed on lale rovalty payments or underpayments in accordance
with the Federal Oil and Cas Royalty Manapement Act of 1982 (FOGRMA) (30 U.§.C. 1701).
Lessee shail be liable for rayalty payments on oil and gas lost ar wasted from » lease site when
such loss or waste is due 1o negligence on the part of the operator, or dug o the fadure 1o comply
with any rule, regulation, arder, or citation issued under EOGRMA or the jrusing athoriey.

Sec. 3. Bonds—A bond shall be Fied and maintained for lease operatins as reguired under
regulations. ’

Sec. 4. Diligence, rate of development, unilization, and drunage —Lessee shall exercise reasonable
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 production
in the public interest and 10 require lessee to subscribe ra a coaperative or unil plan, within 30
days of notice, if deemed necessary for praper development and operation of area, field, or pook
embracing these leased lands. |essee shail drill and produce wells necessary to protect leased
lands from drainage or pay compensarory royalty for drainage in amount determined by lessor

3ec. 5. Documents, evidence, and inspection—Lessee shall file with proper affice of lessor,
not later than 30 days after effcctive date thereaf, any contract or gvidencs of other arfangement
far sale or dispesal of production. Al such times and in such form as lessor may prescribe, lessee
shali furnish detailed statemnents shawing amounts and quality of all products removed and sold.
proceexds therefrom. and armount used for production purposes or unavoidably loss, Lessee may
be required 1o provide plats and schematic diagrams showing development work and
improvemenss, and reports with respecs to parties in inlerest, expemditures, and depreciation
costs. In the form preseribad by lessor, lesses shall keep a daily drilling record, 2 log, information
on well surveys and tests, and 4 record of subsurface investigations and furnish copies to lessor
when required. Lessee shail keep open at all reasonable timas for inspection by any authorized
officer of lessor. the leased premuses and all wells, improvements. rachinery, and fixtures thereon,
and all books, accounts, maps, and records relative 1o operations, surveys, or invesligations
onorin the leased lands. Lessee shall mainLuin copies of gl contracts, sales agreements, accounting
records. and documentation such as hilings. invowss, or similzr documentation that supports

costs clamed us manufacturing, preparation, and/or transportation costs. All such records shal)
be rnantained in lessee’s accounting otfices far furte audil by lessor. Lessee shail maintain
required records far 6 yeass atter \hey ure generated ot if an audit or investigation 15 underway,
uniid reteased of the obtigation 0 muinain such records by lessar.

Pu-ing existence of this lease. information obtawed under this section shall be closed 1o
inspection by the publican accordance with the Freedom of Informacion Act (5 U.5.C. 5520
Sec. ¢ Conduct of operations—[ essee shall conduct uperations in a manner that mininuzes adverse
impacts o the land, air, and water, 1o cuburdl, bological, visual, and other resources, and 1o
other lund uses or usery. Lessee shall ke reasonable messures deemed necessary by lessor lo
accomplish the mient of this secnon. To the exient consistant with. lease rights granted, such
measires may include, but ase not limited to, madifecanon to siting o design of facilities, timing
of vpuratons, and specificanien of interim and final reclumation measures. Lessor reserves the
right 10 continue existing uses and (o auihorize frre uses upon or n the leased fands, inchuding
the approval of easements or rights-of-way. Such uses shadl be conditioned 3o 4s 1o prevent
unnecessary or unreasanable imerference with nghes or lessee.

Friur to Jisturbing the surface of the leased lands, lessee shall contact Iessor to be apprised
of procedures to be foilowed and madificatons or reclamation measures that may be necessary.
Areas to be disturted may require mventories ot special studies 10 delermine the extent of umpacts
to other resources, Lessee may be required to compiete minor invenlories or short lerm special
smdies under guidelines provided by lessor. IF i the conduer of operanons, threaened or
endangered species, ubjects of historic o1 svienhific interest, or substantial unanticipated
envirommental effects dre observed, lessee shali immediately contact lessor. Lessee shall cease
any operstions that would result in the destrucrion of such species or objecis
Sec. o Muung operations = To the exwenr that impacts (rom minng eperations would be
substawially different or greater than those associated with normai dnlling operations, lessor
reserves Lhe mght o deny approval of such operalions.

Sev. & Extracnon of helium—Lessor reserves the nption of extracting or having exrracted helium
from gas prosuction.in a manger specificd and oy means provided by lessor ai o expense or
lass i lesser or vwner of the gas, Lessee shall includs in any contract of sale of gas the provissons
of ths section.

See. ¥ Damages to property - Lessee shall pay legsor for damage o lessor’s improvements,
and shall sayve and hotd lessor harmless fromaall Claims for damage or ham 10 persons or property
as a result af lease operations.

Sew. 1. Protection of diverse interesis and equal opportunity -Lessee shall: pay when due all
1axes legaily assessed and levied under taws of the Stase or the United Stares. accord all smptoyees
comnplete freedom of purchase: pay all wages af least felce each month i awful money of the
Unutedd States; maintain o safe working environment in accordince with starklard indusery practices;
and take measures necessary to protect the health and safery of the public,

Lessor reserves the right to ensure that productien is sold at reasonable prices and to prevent
monopoly. I} lessee operates a papeling. or owns controlling intercst in a pipeitne or a company
operitag 4 pipeline, which may be operated aceessible 1o o1l derived from these leased tands,
lessee shall compiy with section 28 of the Mineral Leasing Act uf 1924).

Lessee shall comply with Executive Order Mo, 11246 of September 24, 1965, as amended,
and regulations und relevant orders of the Secretary of Labor issuea pursuant thereto, Nether
lessee nor lessee's subcontractors shall maintain segregated facilities.

Sec. |l Transfer of lzase interests and relinguishment of lease—As required by reguiations,
lesses shall file with lessor any assignment or other transfer of an inlcrest in Uus lease. Lassee
may relinquish this lease or any legal subdivision oy filing in the proper office & wrinen
relinymshment, which shall be effective as of the daie or filing, subjectto the continued obligation
of the lessee and surety to pay all sccrued rentals and rovaities.

Sec. 12 Delivery of premuses—At such time as ull or portions of this Jease are rerurned o lessor,
lessee shail pluce affected wells in condition for suspension or abandorment, reclaim we land
25 specified by lessor end, within @ reasonable period of ume, remove equipment and
improvemenis not desmed necessary by lesser for 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 3¢ days afier writien notice thereof, this iease shall
be subject 10 cancellation unless or untii the leaschold contains a weil capable of production
af et or gas in paying quantities, or the lease 18 committed to an approved coopersative Of unil
plan or communitization agreement which contains a well capable of production of unitized
substances in paying quantities. This provision shall nat be construed 1o prevent the exercise
by lessar of any other {egal and equitsble remedy, inciuding waiver of the defavlt. Any such
remedy or waiver shall not prevent later cancellation for the same default occurming al any other
tirme. Lessee shall be subjest to appticable provisions and penalties of FOGRMA (30 U §,C. 1701}
Sec. 14. Heirs and successers-in-interest - Bach obligation of this [case shall extend 1o and be
binding upon, and every bentfit hereof shall inure 1o the heirs, executors, administrators,
successcrs. beneficiaries, or assignees of the respective partics hercto.

*U.5. GOVERANMENT PRINTING OFFICE: 2001 - 673-001/46020
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THE FOLLOWING NOTICE WILL BE ATTACHED TO ALL ISSUED LEASES

NOTICE TO LESSEE

Provisions of the Mineral Leasing Act (ML A) 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)(2)(A) of the MLA, 36 U.8.C. 201(a)(2)(A), requires that any entity that holds and has held a
Federal coal lease for 10 years 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 MLA. Complianee 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 qualifications concerning Federal coal lease holdings, all assignees and transferees are

hereby notified that this oil ard gas lease is subject to cancellation if: (1) the initial lessee as
assignor or as transferor has falsely 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,
relinquishmeat, 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 transterce 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).

latormation 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.
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TIMING LIMITATION STIPULATION

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

Desert Tortoise Habitat
No surface use is allowed from March 15 to Qctober 13,

Authority: pp. 53, Approved Calinete Management Framework Plan Amendment-and Record of Decision for the
Management of Desert Tortoise Habitat, September 2000,

Description of Lands

PARCEL NV-03-12-6488
THRU
PARCEL NV-05-12-723 ALL LANDS

OG-047-7

o 212 w491



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 witl he limited to the existing roads and ails.

Authority: pp. 36, 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-047-8

EL)
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LEASE NOTICE

A leasing notice providing guidance for pian 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 thae 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 also reach concurrence that proposed actions are below the jeopardy
or adverse modification threshold. 11t is deterrmuned that through the review of the plan of operation and the use of
migation measures that the operation is not below the jeopardy or adverse modification threshoid. the project
would not go forward.

Description of Lands

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

0G-047-9

37
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