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Form 310011 UNITED STATES Serial No,
(October 1992) DEPARTMENT OF THE INTERIOR
BUREAL OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNO§1237

The undersigned (reverse) offers to lease all or any of the lands in ftem 2 that arz availabic for lease pursuant to the Mineral Leasing Act of 1820, as amended and suppiemented (30 U.S.C. 181
et seq.), the Mineral Teasing Act for Acquired Lands of 1947, as amended (30 U.S.C. 351-359), the Attorney General's Opinion of April 2, 1941 (40 Gp. Atty. Gen. 41, or the

FANCHEER RESOURCEREAD (NSTRUCTIONS BEFORE COMPLETING Future rental paymenis must be made
1. Name on or before the anniversary c.iate to:
1801 BROADWAY, SUITE 720 Minerals Management Service
_ Royalty Management Program
City, State, Zip Code DENVER, CO 80202 - P.O. Box 5640
Denver, CO 80217
2. This applicaiion/otfer/lease is for: (Check only Oney O PUBLIC DOMAIN LANDS 11 ACQUIRED LANDS (percent U.S. interest )
Surface managing agency if other than BLM: Unit/Project
Lagal description of land requested: *Parcel No.: *Sale Date (midty): !
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. Meridian State County

Tuotal acres applied for

Amount remitied: Filing fee $ Rental fee § Total %

DO NOT WRITE BELOW THIS LINE

3, Land included in leasc:

T. R. Meridian State County
01208 0700E MDM NV Iincoln

Sec. 001 PROT ALL{PRO DIA 226);
(002 PROT ALL (PRO DIA 226);
04T PROT ALL (PRO DIA 226);
012 PROT ALL (PRO DIA 226);

) 2560.000
Toral acres in lease

Rental retzined $ 3840.00

This lease is issued granting the exclusive right to drill for, mine, extract, remove and dispose of all the oil and gas fexcept hefiwm) in the lands described in [tem 2 together with the right 10 build
and maintain necessary improvements therenpon for the term indicated below, subject to renewal or extension in accordance with the appropriate leasing authority, Rights granted are subject to
applicable laws, the terms, conditions, and artached stipulations of this lease, the Secretary of the Interior’s regulations 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 hisiher duly executed bid or nomination form submitted under 43 CFR 3120 und 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

[ Noncompetitive lease (ten years) by E&p—x—u.g_ Y . btn_a_a..-t_ﬂ
) Acting {Signing Officer) DEC 2 8 2005
Competitive leass (ten years) CHIEF, BRANCH OHW&B'W ith)- A - (Date)

0O Other . EFFECTIVE DATE OF LEASE JAH A N ‘/‘/3
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State or Territory thereck; (2 all ;Q(ﬁnics halding an interest in the affer arz in compliance with «3 CFR 3100 and the jeasing auchom;ua; &3} atleror's crargeable interests, direet and indirect, in ench
public domain and acquired Jands sepaateiy in the same State, do not excecd 246,080 acres i ail and gas leases (ol winch up 1o K000 acres may be in ail and gas options), oc XX),000 acres in
leases in each leasing Dismricr in Alaska of which up to 204, XK} acres may be :n options, {4) cfferor is net considered a minor uader the Jaws of the State in which the lamds covered by this offer ac

Igeated; (5) offeror is in compliznce with qualifications concerning Federal voal lease holdings provided in see. Ya)2YA) af the Mineral Leasing Act; (6) offerar iy in com

pliance with reclamation

requirements foc alt Federal vil and gas lease holdings as required by see, 17(g) of the Mineral [sasing Act; and {7} oferoe is not in vigiation of sec. 41 of the Act.
(b} Undersigned agrees that signaiure (o thus offer constindes acceprance of this lease, includiag ail terms, condilions, and stigulations of which offcror has been given aofice, and any amendment
or separate lease What may include any larsd deseribed ia thus offer apen to leasing at the time this offer was (led but omitted for any reasoa from tnis lease. The offeroe further agrees that this offer
annot be wilhdeawn, cither in whoie or in pac, unless the withdrawal is received by the proper BLM State Office betore this lease, an amendment fo tiis lease, or 3 separace lensz, whichever covers

the land described in the withdrawal, has been signed on behalf af the United Siates.

This offer will be rejected nnd will ufford offeror no priaity if it is not properly completed and executed in sccordance with the cegulations, or if it is not accompanied by the required
payments. [8 U.5.C. Sec. 1001 makes it 1 crime for any person knowingly and willfully to muke te uny Depertment or ugency of the United States any Fulse. fictitious or Fraudulent statements

or representufions as Lo any matter within its jurisdiction,

Duly executed this day or

19 . ~

(Signature ol Lessew or Anorney-in-fact)

LEASE TERMS

Sec. 1. Rentals—Rentals shall be paid 10 proper office of lessor m advance of each lease vear,
Annuat rentid cates per ucre or fracuon thereos are.

fa] Moncompetitive lease, $1.30 for the first 3 years; thereafier $2.00,
b} Competitive lease. S1.50; for the fimst % years; thareafrer 57 00;
{g) Other, see attachment. or

as specified :n regulanons an the time this lease 15 1ssued.

If this lease or a portion thereof is commitied (0 an approved cooperaave or umi plan whici,
includes a well capable of pruducing leased resvurces, and the pizn conlsing a provision for
aliocation of production, rovalties shall be paid on the pracducnon allocated o this lease. However,
annual reatals shall contnne to be due ar the rate specified in fa), (b). or {c1 for those Jands
not within a participating area.

Failure t©o pay annual rewtal, if due, on ur before the anniversary date of this lease {or next
official workmg day if otfice is closed) shall automancasily weminage this lease by operation ol
law. Rentals may be waived, reduced, ar suspended by the Seeretary upon a sulficient show iy
by lessee.

Sec. 2. Rovalties—Royalies snall be pad t3 proper office ot lessur. Royalties shail be compued
in accordance with regulanons on prasjuction removed or sold. Rovalty rates are

(a] Moncompetitive lease, 1212 %

b} Competitive lease, 124 %;

{c) Other. see attachment; or
as specified in repulations at the ume ths lease s issued

Lessor reserves the right to speatfy whether royalty is to be pud in valug orin kind, and the
right to establish reasonable minimum values o products after giving iessce nolice-and an
opporturuty o be heard. When paid in value, royaltes shall be due and payable on the fuso day
of the month following the month i which production pecurred. When paid in kind, production
shall be delivered, unless otherwise agreed to by lessor, in merchantabie condition areiie premises
where produced without cost to lessar, Lessee shal! not be cequired w hold such praduction
m storage beyond e Jast day of the menth following the month i which priduction occurred,
nor shall lesses e heid Habic for Joss or destniction of royalty oil or other products i storage
from causes beyond the reasanable cantrol of lessee.

Minimum royalty in iieu of reatal of not less than the renial which otherwise would be requires
for that lease year shall be payabie at the end ot each icase vear degincing on or aiter a discovery
in paying quanttics, Thiy minimum royalty may be waived, suspended, or redoced, and the
above rayalty rates may be reduced, for all o portions of this lease i the Secratary determines
that such action is necessary 10 encourage the greatest ultimate 1ecovery of the leased resources,
or 5 otherwse justified

An interest charge snall be ussessed on late Toyally payments or underpayments in accordance
with the Federal Ot and Gas Royaley Menagement Act of 1982 (FOGRMA) (30 U.S.C. 1701
Lessee shall be hable for rovalty payments on ail and gas 108t or wasted from a igase site whea
such loss or waste is due tp negligence un the part 0 the vperalor, oz due 1 the falure w comply
with any rule, regulation, order, or cittion issued under FOGRMA ar the leasing authority

Sec, 3. Bonds—A bond shail be filed and muinizined for lease operations as reguired under
regulations.

Sec. 4. Diligence. tate of development, unitization, and drainage-~Lessee shall exercise reusonable
diligence in developing and producing, andd shall prevent unnecessary damage to, loss of, or
waste of leased resources. Lessor reserves right to specify rates of development and productiocn
in the public interest and- to vequire lessee to subscribe  a cooperative or unit plan, within 30
days of notice, if desmed necessary for proper development and operation of area, field, or pons
embracing these leased lands. 1essee shal! drill and produce weils necessary to protect Jeased
lands from drainage or puy compensatory royalry for drainage in amount determined by lessor.

Sec. 3. Documents. evidence, and inspection—Lessee shall file with proper office of lessor,
not later than 30 days ater effective date thereof, any contract or cyidence of other arrangement
far sale or disposal of production. At such times and 1n such form as Jessor may prescribe, lessee
shall furnish detailed siaternents showing amounts and quality of all products removed and soid.
procesds therefrom, and amount used for production purposes or unavaidably lost. Lessee may
be required to provide plats snd schematic diagrams showing development work and
improvemen:s, and reports with respect to parties 11t inlerest, expenditures, and depreciation
costs, In the form prescribed by lessor, lessee shall kesp 2 daify drilling record, a log, information
on well surveys and tests, and a record of subsurface investigations and furnish copies ta lessor
when required. Lessee shall keep open at all reasonabie times for inspection by any authorized
officer of lessor, the leased premises and all wells, improvements. machinery. and fixtures thereon,
and all books, accounts, maps, and records relative 1o operations, surveys, or investigations
on ar in ihe ieased lands, Lessee shall maimain copies of all contracts, sales agreements, accounting
records, and documentation such as billings. 1nvorces, or similar documentation that supports

casts claimed as manutacturing, preparation, and/or transportation costs. All such records shall
be mainained in lessee’s dccounting offices tor tumire audic by tessor. Lesses shall maintain
required records for o years afier they are generated or, i1 an swiit or invesugauon s underway,
until relcased ot the aldigalon to-maintain such recards Ly lessor

During existence of this leage, information adained under this section shalt be closed 10
inspection By the pubilicoin accordance with the Fresdem of Informatien Act (53 U.5.C. 552,

Sec. & Conducr of operations—Lessee shall conduct operations in o manper that minimazes adverse
impacts 1o the Jand, air, and water, to culturat, bwoiogicai, visual, and ather resources, and to
other lumd uses ue users. Lessee shall rake reasonable measures deemied necessary by lessor o
accomplish the intent ef thes secuon. To the extent consistent with lease rights granted, such
measures may include, but are noc Himited . modification o siting or design at facilities, timing
ot pperatians, and specification of interim and final reciamation measyres. Lessor reserves the
righi 1o continue existing vses and 1 authorize future uses upon or in the leased lands, including
the appraval of easemnents or nghts-of-way. Such uses shail be conditioned so as 1o prevent
wanecessary ol unreasonatle mterference with righes of lessee.

Prior w isturbing the surface of the irased lands. lessee shall contact lessor w te apprisst
of procedures w be followed and modifications or reclamation measures that may be necessary
Areas to be disturbed may requare inventories or special studies 1o Jeterming the exient of impacts
o ther resources. Lessce mndy be required o complete minor inventories or short 1emm speciai
studics under guidelines provided by lessor I i the conduct of opzranons, threatened or
endangercd species, objects of ustonc or scientific interest, or supstaniial wnanucipated
environmental erfecrs are onserved, lesses shall unrnedistely contact lesson . Lesses shall cease
any omerations st would resulein the destruction of such species vr pbjects.

Sec. 7 Minmg operatons—To the extent thal 1mpacts trom mming operations would be
substntizily gifferent ar greater than those associated with normal drilling vperations, lessor
reserves the right 1o deny approval of such operatons.

Sec 8 Extruction of hetiom —Lessor reserves the apiion of exiracting or having extracted helium
from gis producton in g manner specificd and by means provided by lessor at no expense or
ings to lessee or owner ol the gas. Lessee shall include i any contruct of sale ut pas the provisions
ar s sechon, .

Se¢. 9 Damages to property --Lessee shall pay lessor fur Jamage o lessor's improvements,
arl shall save and hold lessor harmless From alf claimes for damage or harm o persons or property
as o result of lease operations.

Scu. 00 Proection of diverse lnterests and cyual opportunity — Lessee shall: pay when dse all
axes legaliy assessed and levied under laws of twe Staz or the Unued Stes; accord all employees
complete fresdom of purchase; pay ol wages ag least owice each month it lawnil money of the
Uniled! States; maintain 4 safc working enviconment i accurdance with standard industry practices;
ancl fake neasures necessary to protect the health and sarety of the public.

Lessor reserves the right o ensure that praduction 15 sold at reasonable prices and o prevent
maonopoly. I lessee nperates o pipeling. ar owas controiling interest in a gipeling or a company
operating 4 pipeling, which may be operated accessible 10 01l denved from these leased lands,
leysee shall compiy with section 28 or the Mineral Leasing Act of 1920,

Lessee shall compiy with Executive Order No. 11246 of Sepiember 24, 1965, as amended,
and regulations and relevant orders of the Secretary of Lubor ssued pursuant thereto. Neither
lessew nor lessee's subcontractors shall maimain segregated facilitees.

Seu, 11 Transfer of |zase inrerests and relinquishment of lease-—As required by regulations.
lessee shall file with lessor any assignment or other Lransfer of an mlerest wn this lease. Lesses
may relinquish this lease or any legal subdivision by filing in the proper office & writen
relinquishment, which shall be effective as of the date of filing, subject to the continued obligarion
of the lesses and surery 0 pay all accrued rentals and rovalties.

Sec. 12, Delivery of premises— Al such rime as atl or portgans of tus lease are returned to lessor,
lessee shall place atfected wells in condilion for suspension or sbandonment. reclaim the land
a5 specified by lessor and, within 2 reasonable pericd of time, remove cquipment and
improvements, not deemed necessary by lessor for preservation of producibie wells.

Sec. 13. Proceedings in case of default—If lessee fails to comply with any provisions of this
lease, and the noncompliance continues for 10 dayy after wetlen natice thereof, this lease shail
be subiect o cancellation unless or unti the leasehold conuins 2 well capable of production
of oil or gas in paying quantities, or the leasz 15 commuited 0 an approved cooperative or unit
pian or comnmunitization agreement which contains a well capable of production of unitized
substances in paying quantities. This provisicn shall nor be construed 1o prevent the exercise
by lessor af any other legal and equitable remedy, including waiver of the default. Any such
remedy or waiver shall not prevert later cancellation for the same default occurring at any other
lime. lessee shall be subject o applicable provisions and penaities of FOGRMA (30 L.S.C. 1701}

Sec. [4. Heirs and successors-in-interest—Ezach obligatian of this [ease shall extend to and be
binding upon, and every penefic hersof shall inure w the beirs, cxecutors, admunistrators,
successan, beneficiares, or assignees of the respective pamies hérero.

"8, GOVERNMMENT 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 (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 ML A, 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 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. Compliance by coal lessees with Section 2(a)(2)(A) is explained in 43 CER
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 transferces are

hereby notitied 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(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 transferee does not qualify as a bona tide
purchaser and, thus, hasno rights to bona fide purchaser protection i 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.
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TIMING LIMITATION STIPULATION

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

Desert Tortosse Habirtat
No surface use 15 allowed from March 15 1o October 13,
Authority: pp. 33, Approved Calinete Management Framework Plan Amendment and Record of Decision for the

Management of Desert Tortoise Habitat, September 2000.

Description of Lands

PARCEL NV-(5-12-6838
THRU
PARCEL NV-03-12-723 ALL LANDS

35
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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 tratls.
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-05-12-688
THRU
PARCEL NV-05-12-723 ALL LANDS

0G-047-3

36
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LEASE NOTICE

A leasing nouce providing guidance for plan development will be included on all lzases. Section 7 consultation will
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 critical
habitat. 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 below the jeopardy or adverse modification threshold. the project
would not go forward.

Description of Lands

PARCEL NV-05-12-088
THRU
PARCEL NV-03-12-723 ALL LANDS

0G-047-9

37

sk 213 ace 28



