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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN- &S /785
LOCATED IN LINGOLN COUNTY, NEVADA.

FANCHER RESOURCES, LLC
41801 BROADWAY, SUITE 720
DENVER, COLORADO 80202
303-296-6600
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Form H00-11 UNITED STATES Serial No.
(Oetober 1992) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNOZ1233

The undersigned (reverse) offers to lease all or any of the lands in [tem 2 that are avaifable for lease pursuant to the Mineral Leasing Act of 1920, as amended and supplemented (30 U.S.C. 181
ot s¢q.), the Mineral Leasing Act for Acquired Lands of 1947, 45 amended (30 U.5.C. 351-359), the Actorney General's Opinion of Aoril 2. 1941 (40 On. Aty Gan 414 or the

Future rental payments must be made
on or before the anniversary date to:

1 Name 1801 BROADWAY, SUITE 720 Minerats Management Service
Strest , Rovalty Management Program

DENVER, CO 80202 P.O. Box 5640
' Denver. CO 80217

TANCHER RESOUR CERERD (¥STRUCTIONS BEFORE COMPLETING

City, State, Zip Code

2. This application/offer/lease is for: (Check only One) [0 PUBLIC DOMAIN LANDS [ ACQUIRED LANDS (percent U.S. interast Y
Surface managing agency if other than BLM: Unit/Project
Legal description of land requested. *Parcel No.: ’ *Sale Date (midfy): !
«SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. Meridian Stne County

Total acres applied for

Amount remined: Filing fec § - . Rentui fee § Total $

DO NOT WRITE BELOW THIS LINE

3. Land included in lease:

T. R Meridian Stare Caunty )
01105 0700k MIDM NV Lincoln

Sec. 013 PROT ALL (PRODIA 2260,
014 PROT ALL(PRO DIA 226%
023 PROT ALL (PRO Dia 226)
024 PROT ALL (PRO DIA 2261

2560.000

Total actes in lease

Rental retained § 3840.00

This lease is issued granting the sxclusive right 1o drifl for, mine, extract, remove and dispase of ull the oil and gas fexcepr helium) ir the lands described in Itemn 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 authority. Rights granted are subject to
applicab]e laws, the terms, conditions, and attached stiputations of this lease, the Secretary of the Interior’s reguiations and farmal 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 purseant to his/her duly executed hid or neminatlon form submitted under 43 CFR 3120 and s subject to the provisions of that bid or
nomination and those specified on this form.

Type and primary term aof lease: THE UNITED STATES OF AMERICA

{0 Moncompetitive Jease (ten years) hy ? Y B Yy - L—WL

(Signing Officer}

e Acting | DEC 2 § 2005
Competilive 2ase (ten years) CHIEF, BRANCH OFMINERALS ADILBICATION ——

(Tille) mpo  (Date)
. P01 2005 l)"
O Other EFFECTIVE DATE OF LEASE JAR Le : N ﬁ
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State or Teritory thereol; (2) al! partics hotding an interest in Wie ofler are in compliance with «3 CFR 3100 and the leasing auinarities; {3) offerors cnargeable inlerests, dircct and indicecy, in mich
public domain and acquired lands separateiy in the same Slate, do not exceed 246,080 acres I ail and gas leases {of which ap (o XH,000 acres may be in oil and g'u' options), be 3X),0K) acres in
leases in each leasing Diswict in Alaska of which up to 200.000 acres may be in options, (4) offeror is not considered a minar under the laws of the State in which the lands covered by this oiler are
located; (5) offeroe is in compiiance with qualifications conceming Federal coal lease hoidings provided in sec. Aa}2WA) of the Mineral Leasing Act; (6) offerer & in campliance wilh reclamalion
requirements for all Federal o1l and gas lcase boldings as required by sec. 17(2) of the Mineral Leasing Act; and (7) ofteror is act in violation of sec. 41 of the Act.

) Undersigned agress that signaiure {o Lhis offer comstinues acceptance of thus lease, 1ncliding adl lerms, conditions, und stiputations of which offeror hus been given natice, and any amendment
ar separate lease that may siwdude any land Jescribed in this affer open to leasing at the time this offer was filed hur omitted for any reasoa from this lease. The orferor further ageees that this offer
cannot be withdravwn, cither 'n whote ar in part, unless the withdrawal is received by the proper BLM State Office before this lease, an amendinent to this lease, o a scparate lease, whichever covers

the 1and described in the withdrawzl, has been signed on oehalf of the United States.

Thig offer will be rejected nnd will afford offeror no pelority if it is not properly compieted und executed in wccordsnce with the regulations, ar if it is not secompanied by the required
payments. 18 1.S.C. Sec. 1001 makes it a crime for any person knowingly and wilifully to make to any Depurtment or agency of the United Stutes any fulse, fictitins or fraudulent statements

or representalions as to any matter within its jurisdiction.

Duly executed this day ol

(Signature ol Lessee ar Attorney-in-fact)

LEASE TERMS

Sec. 1. Remtals— Rentals shall be paid 10 proper office of lessor in advance of each lease vear
Annuai rencal vates per acte or frachion thereof are,

(a) Noncompetitive lease, $1.50 for the rirst 5 years: thersafer $2.00:

(b) - Competitive liase, $1.50; for the first & years; therealler $2.00;

ic} (rher, see attachment, nr
as specified in regulations ar the time this lease is 15sued.

[f this lease or a portion thereot 1 commuited (0 an approved cooperative or uait plan whicl
includes a weli capibic of prooucing leassi resources, and e plan coniGins 4 provision fur
allocation of productdon, rovalties shall be puw on the production aljocated to this lease. However.
atnual rentals shall continue to be due at the rare specified in (a2, M. or (¢t for those lands
not within a parucipating area.

Eailure to pay annual rentad, i1 cue, on or betore the antiversary date of rthis lease (o1 next
official working day if office 15 ciosed) shall auwmatically lerminate thiy lease by aperation of
law. Rentals may be waived. reduced, or suspended oy the Secretary upon a sutficient shawing
by lesses.

Sec. 2. Royalties— Rovalries shall be paid o proper office of lessor Royalties shall be compnted
in accordance with regulztions on procfuction removed or sold. Ravalty rates are

{a} Noncompetitive lease
iby Comgertive fease,
{c) Other, see attachment; or

as specified in regulitions at the tme this lease s ossaed.

Lessor reserves the right (o specity whether royalty is to be paid invatue Or inkand, and (he
right to establish reasonable mimmun: values on products after giving lesser notice and an
opportunity © be heard. When paid in value, toyalties shall be due and payable ou the last day
of the month fellowing the month in which production sccurred. When pind.in kind, production
shall be delivered. unless otherwise agreed 1o by lessor, inmerchantatle condinon on the premises
where produced without cosi i lessor. Lessee shall not be reguired o hold such production
in storage beyond the Lust duy of the month following the month in which production vecurred,
nor shall lessee be held liable for loss or desrmucnion of royalry il or uther prowduces in siorage
from causas bevond the ressonable control of leysee.

Minimum royalty in lieu of rental ni not less than the rental which otherwise would be required
for that lease year shall be payable at the end of gach lease year beginning on ar alter a discovery
in-paying quantitics. This mininwm royalty may be waived. suspended, or reduced, asd ihe
above royalty rates may be reduced, for al or portions uf this tease if the Secretary determines
that such action is necessary (o encourage the greatest ultimate recovery of the leased resources,
or is otherwise justified,

An interest charge shall be assessed on late ruyalty payments or underpayments in accordance
with the Federul Ol arl Gas Royalty Management Act of 1982 (FOGRMA) (30 UJ.8.C. 170]).
Lesser shall be liable for royalty payments on o and gas fost or wasted from a lease site when
such loss er waste 5 due 1o negligence on the part of the operator, or dug to the faiiure o comply
with any rule, regulation. order. or sitation issued under FOGRMA or the leasing authority.

Sec. 3. Bonds—A bond shail be filed and mainiained far lease operatians as required under
regulations.

Sec. 4. Diligence. tute of development, uninzagon, ard drainage— Lessee shall exercise reasonable
diligence ir developing and producing, and shail prevent unnecessary damage o, loss or, or
waste of leased resources. Lessor reserves right to specity rates of development and production
in the public interest and to require lessee 10 subscribe to a cooperative ar unit plan, within 30
days of notice, if desmed necessary for proper development and operation of area, field, or puol
embracing these leased lands. Lessee shell dridl and produce wells necessary to protect leased
lands from drainage or pay compensaiary royaity for drainage in amount determuned by lessor.

Sec. 5. Documents. evidence, and inspection—Lessee shall fite sith proper office of lessor,
not later than 30 days after effeczive gate thereof, any cantract or evidence of other arrangement
for sale or disposal of praduction. Al such times and in such form as lessor may prescribe, fessee
shall furnish derailed statements showing amounts ard quality of all products remaved and sold,
proceeds therefrom. and amount used for production purposes or unavoidably lost. Lessee may
be required to provule plas and schematic diagrams showing development wark and
improvemens, and repons with respect 1o parties i interest, expenditures. and depreciation
costs. In the form prescribed by lessar, lessee shall keep a daily drilling recard, a log, informanon
an well surveys and resis, and & recard of subsurface investigations and furnish copies to lesser
when required. Lessee shall xeep open at all reasonubie times for inspection by eny authonzed
officer of lessor, the leased premises and all wetls. improvements, machinery, and fixtures thereon,
and al} books, accounts, maps. and records relative to aperations, surveys. or investigations
on ar in the Jeased lands. Lessce shall maintain copies of all contracts. sales agreements, accounting
records, and dJocumentation such as biilings. invoices, or similar documentation that supports

tosts claimed a8 manufacturing, prepatation, and/or !mnspormrinn costs. All such records shall
be tidintaned in lessee's accounting offices tor tumre audy by lessar. Lesses shail maintain
required records for 6 yearsatter ey are generated or, iFan audit or investigation 15 nnierway,
untif released of the obligation 1o maintain such records by lessor

During existence of this lease. information cbizined under this segrion shall be closed w
inspection by the pubiicin gccordance with the Freedom af Information Act (5 U.5.C. 532).

Sec. 6 Conduct of operations—Lesses shall conduct operztions in a mnanner that minimizes adverse
impacts o the land, wir, and water, to coltural -bictogical, visual, and other resources, and to
other fand uses or uyers. Lesses shall take reasonable measures deemed necessary by lessor to
accomplish the intent of this section. To the extent consistent wieh lease nghts granted, such
measures may include, but are nat limited o, modificaton to siting or design of facilities, timing
of aperations, and speciticanon of intenm and finai reclamation measures. Lessor reserves the
nght 1o antnuc existing uses and 16 authorize futire uses upon or in the leased lands, including
the spproval of easements or rights-af-way. Such uses shall be conditioned sa as to prevent
unnecessary or unreasonable inerfereace with rights of lessee.

Prior 10 isrurbing the surface of the leased ands, tessee shail contact lessar to be apprised
of procedures to be followed and nodsficanons or reclamation measures that may be necessary.
Areas to be disturbed may require inventones or special studies to determine the extent of mpacts
10 other resources. Lesses nay be required ro complele munor invenwnes ar short ferm speciai
siudies under puidelines provided by lessor. IT in whe conduc: of opsratons, threawenzd or
endangercd. spectes, ovbjecls of Mstoric ur seiennfic nterest, or substamial unanticipated
environmental eifects are ohserved, lessee shali immediately contact lessor. Lessee shall cease
any aperations tat would resull n the destuetion of such species or abnects.

Sec. 7. Mining operaiions—To the exienr that impacts frrom miring operations would he
substantiady different or gredrer than those associared wirh normal drilling operations. lessor
reserves Jhepht o denyapproval of such operations

See B Extracnon of felium - Lessor reserves the option of extracting ur uving sxiracted helium
from gas prodostion in o manner specified and by mesns provided Iy lessar at no expense or
1055 10 lessee ur ewnerof the gus. Lesses shall incinde i any contract of sale of gay the provisions
of this section, .

Sec, Y Damages to property—Lessee shall pay lessor for darnage to lessor's improvements,
and shail save and haldl lessor harmiess fromnalf clains for damage or 1a0m (o persons or propery
as a resilt of lease operations

Sce. 10, Protection of diverse ierests and equal opporunity— Lessee shall: pay when due st
tuxes legally assessed and levied under laws of the State or the Unitee States; accord all employees
vomplete heedom of purchuse, pay il wages ab jeast twice each month in lawful money of the
United States; maintain a safe warking envirorment in accordance with standard isdustry peacrces;
and rake measures necessary fo pratect the health and sarety of the pubhc.

Lessor reserves the right to ensure that production 1s sald at reasonable prices and to preven!
monopoly. ! lessee operates a pipeling. or owns controlling interest in a pipeling or 4 company
opsraung 4 pipetine, which may be operatert ageessthie to oil denved trom these leased lands,
lessee shall comnply with section 28 of tie Mincral Leasing Act of 1920.

Lessee shall comply with Baecuttye Order No. 11246 of September 24, 1965, as amended,
and regulations and relevant orders of the Secretary of Labor issued pursuant therero. Menher
lessee nor lessee's subcontractars shall maintain segregared faciliies.

Sei. 11 Transfer of l=ase inlerests and relinquishment of lease—As required by regulations,
lesses shail file with lessor any assignment or other transfer of an intcrest in Wis lease. Lessee
may relinguish this lease or any legal subdivisson by filing i the groper office a written
relinguishment, which shail be effective as of the date of filing, subject 1 the continued obligation
of the lessee ana sureey o pay all acerued rentals and rovalties.

Sec. 12, Delivery of premises—At such time as all or parmons of this lease are reurmed o lessor,
lessee shall place affected wells i condition for suspension or abandonment, reclaim the land
as specified by lessor and, within 2 reasomable period of ume, remove equipment amd
improvements not deemed necessary by lessor for preservation of productble wells.

Sec. 13, Proceedings in case of default—If lessee fails 1o comply with any provisions of this
jease, and the noncompliance continues for 30 days afer written notice thereof, this lease shall
be subject to cancellarion unless or untit the leasehold contains a well capable of production
of oil or gas in payng quantities, or the lease 1s commirted 10 an approved cooperative or unii
plan or communitization agreement which conlains a well capabie of production of wnitized
substances in paymg yuantities. This provision shall not be construed to prevent the exercise
by lessor of any other fegai and equilzble remedy, including warver of the default. Any such
remedy or waiver shal! not prevent later canceliarion for the same defaslt occurrutg at any other
time. Lessee shal be subject to applicable provisions and penalnes of FOGRMA (30 U.5.C. 1701).

Sec. 14, Heirs and stceessors-in-interest—Bach abiigation of this lease shall extend to and be
binding npon, and every benetit hereof shall inure 10 the heirs, execulors, administrators,
successors, beneficiaries, or assignees of the respective panties hereto.

U8 GOVERNMENT PRINTING OFFIGE: 2001 - 573.001/45020
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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}(2)(A) of the MLA, 30 U.S.C. 201(a)(2)(A), requires that any entity that holds and has held a
Federal coal lease for 10 years beginning oa or after August 4, 1976, and who is not producing coal
in commercial quantities from each such lease, carnot gnalifyv for the issuance of any other lease
granted under the MILA. 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 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 falsely certified compliance with Section 2(2)(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 assignce or transteree 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 operations and
maintenance of production facilides. On the land described below: -

Desert Tortoise Habitat
No surface use is allowed from March 15 1o 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-035-12-68%
THRU
PARCEL NV-03-12-723 ALL LANDS

0G-047-7

35
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CONTROILLED SURFACE USE STIPULATION

Open 1o leasing with minor restrictions (controlied surface use).

Desert Tortoise [abitat .

Unless otherwise authorized, access to this feasehold. and operations will be limited to the existing roads and trails.
Authority: pp. 56, Approved Calinete Management Framework Plan Amendment and Record of Decision for the

Management of Desert Tortoise Habitat, Seprember 2000.

Description of Lands

PARCEL NV-03-12-688
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 laases. Section 7 consultation will
be completed prior to any surface disturbance i desert tortoise habitat. BEM must ensure through the feview of the
application permut to driil and development of the mitigation measures thart 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
habutat. The operator, USFWS and BLM must also reach concurrence that proposed actions are below the jeopardy
or adverse modification threshold. Ifit is determined 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-(}3-12-688
THRU
PARCEL NV-013-12-723 ALL LANDS

0G-047-9
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