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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN-25/23¢ |
LOGATED IN LINCOLN COUNTY, NEVADA.

FANCHER RESOURCES, LLC
1801 BRoADWAY, SUITE 720
DeNVER, COLORADO 80202

303-296-6600
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Form 3100-11 UNITED STATES . Seriai No.
(Qeiber 1992) DEPARTMENT OF THE INTERIOR :
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LLEASE FOR OIL AND GAS NVNO&1238

The undersigned {reverse) offers to lease all or any of the lands in Ttem 2 that are availablz for lzase 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, as amended (30 U.8.C. 351-359), the Atuormey General's Opinion of April 2. 1941 (40 Dp. Amy. Gen. 41), or the

FANCHER RE SOURCERERD ENSTRUCTIONS BEFORE COMUPLETING Future rental payments must be made
1. Name ' T ’ ’ on or before the anniversary date to:
1801 BROADWAY, SUITE 720 Minctals Management Service
Street Royalty Management Program
City, State, Zip Code DENVER, CO 80202 P.O. Box 5640
Denver, CO 80217
2. This application/offer/lease is for: [Check only Onel T PUBLIC DOMAIN LANDS [ ACQUIRED LANDS (percent U.S. interest )
Surface managing agency if other than BLM: Unit/Project
Legal description of land requested: *Parcel Mo.: *Sale Date (msdfy): ! /
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. Meridian State Caunty

Totui acres applied for

Amount remirtted: Filing fee $ Rental fee 3 Total §

DO NOT WRITE BELOW THIS LINE

3. Land included in lcase:

T. E. Meridian State County
01208 0700 MDM NV Lincoln
Sec. 003 PROT ALL (PRO DIA 226},
004 PROT ALL (PRO DA 220),
009 PROT ALL (PRO DIA 226);
010 PROTALL (PRO DIA 226);

‘ 2560.000
Tatal acres in lease

Rental remined § ___ 3840 00

This lease is issued granting the exclusive right to drill for, mine, ¢xtract, remove and dispose of all the cil and gas {except heliwon} in the lands described in [tem 3 together with the cight to build
and maintain necessary improvements thereupon for the term indicated telow, subject to renewal or extension in accordance with the appropriate ieaging anthority. Rights granted are subject to
applicable laws, the terms, conditions, and attached stipulations of this lease, the Secretary of the Intertor's regulations and formai orders in effect as of lease issuance, and 10 reguiations 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 pursnant to his/her duly executed hid or nominatien form submitted under 43 CFR 3120 and is subject fo the provisions of that bid or
nomination and those specified on this form.

Type and primary term of lease: ) THE UNITED STATES OF AMERICA
0O Noncompetitive lease (ten years) \ by E_in s PN ih_‘ -2
eting {Signing Officer) S
A DEC 2 8 Z005
Competiive | t . :
mpetiive lease (1en years) CHIEF, BRANCH OF StINERALS W ftDteAtton— o
41 1
Ay & 1 2006 -
00 Other EFFECTIVE DATE OF LEASE JAR - N /e 4

{Coniinued on reverse) mx 213 ?ME 30
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State or Temitory therzol: [2) all parties halding an interest i the offer are in compliance with <3 CFR 3100 and the leasing authedities; {3 offgror's chirgeable iMtesis, digardad indiccer, in ench
public domiun and acouired lands separatsiy in the samc State, do not exceed 246,080 acres i oil amd gas leases (of which up 1o 2M),000 acres may be in ol nr‘.a.:gﬁs op[;w};:x 300,000 acres in
lcasce in cach lcasing District in Alaska of which up to 200,000 acres may be in options, {4) offerar is not considered a minor under the laws of the Sct¥in which the lindsscivered by this oller are
lecated; (3) wfferor is in compliance with qualificanons eoncerving Federal coal frase buldings provided in sec. 2a)2)A) of the Mineral Leasing Act; () offeror :s in Complﬁcg wilh recinmaiion
requirements for all Federal ofl and gas lease holdings as required by sec. 17(g) of the Mineral Leasing Act; and (7) oflecor is pot in viclation of sec. 41 of“the Act. c b

{(b) Undersigned agrees that signature to this offer constinues ageeptance of this lease, including all teems, condilions, and stipulations of which offerar has been given notice, and any amendment
or separale Jease thar may include any land described in this offer open to leasing ac the time this offer was filed but amitted for aqy reason from his lease. The offaror furiher agrees that this offer
cannot be withdrawn, cither 'n whole or in part, unless the withddrawil is received by Lhe proper BIM State Office before this lease, an amendment to this lesse, oc & separate jease, whichever covers

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

This offer will be rejected and will afford offeror no priority if it is not properly compivted und executed in accordance with the regutations, er if it is not accompanied by the required
payments, 18 U.5.C. Sec. 1001 makes it a crime for uny person dnowingly and willfully to make to any Depurtment ar agency of the United States any false, fictitious or fraudulent statements

or pepresentutions as (o any matter within its jurisdiction.

L

Duly executed this ___ day of

(Signamre of Lessee or Amorney -in-facy)

LEASE TERMS

Sec. 1. Rentals— Rentals shall be paid o proper atlice al fessor in advance of each iease vear,
Annuab rentai vates per acre or {raction thereor are:

(a} Non¢empetitive lease, $1.50 for the first 3 years; thereafter 52,00,
(b) Competitive lease, $1.50; tor the ficst § years; thenealter $2.00,
{c) Cther, see attachment, or

as specified in regulations at the thoe ihis lease 1y issued,

If this lease or 2 portion thersof is commutted 12 an approved cooperative or und pian which
inciudes a well capable of producing icusedd resources. and the plain contains & provision for
aliocation of production, royalues shall be paid on the producton atlocaled 1o this lease However,
annual rentals shall continue fo be due at the rare specified in (ap, (by, or (¢} for those lands
not within a participating area.

Failure 10 pay annual rental, of due, on or before the anniversary Jdare of this lease (or next
official working day if office 1s closed) shall amomancally ermunare this lease by operation of
law. Rentals may te waived. reduced, or suspended by the Secretary upen a sufficient showing
bv lessee.

Sec. 2. Royalties—Royalties shall be paid o praper office of lessér. Rovalties shall be compuied
in accordance with cegutations on production remaved or said. Rovaliy rates are:

{a) Moncompttitive lease, 121%%
by Competitive lease. 1749 %:
1) Other, see anachment; or
as specified in regulations al the ome this lease 1s iysied

Lessor reserves the right w specity whether rovalty s 1o 5e paid in value orin Kind. and the
right to establish reasonable minimum values an products afie! giving Jessee potwce amd an
OPPOTTUNItY to be heard. When pard in value, rovalties shall be due and payable un e last day
of the month following the month in which production occurred. When paid in kind, production
shall be delivered, unless otherwise agreed 1o by lessor. in merchantble condition on the premises
where produced withont cost w lessor  Lessee shall not be required to hold such production
in storage bevond the last day of the month fellowing the month in which prxtuction oecurred,
nof shall lessee be held liable for loss or destruction of rovalty vil or ather products in slorage
from causes bevond the reasanable contral af leyses

Minimum royalty in lieu of rental ol not less than the rental which orherwise would be reguired
for that lease year shall be payable 4t the end af each ease year beginaing on or atier a discovery
in paying quantitics. This nunimium coyaliy may be waived. suspended, or seduced, and the
above royalty rales may he reduced., for ali or portions of tis fease if the Secretary determines
that such action is necessary o encourage the greatest ultimate recovery of the leased resources.
or is otherwise justified.

AR interest charge shall be assessed on late rovaity paymenls or underpayments in accordance
with the Federal (Hl and Gas Royaly Management Act of 1982 (FOGEMA} (30 11 5.C. 1701)
Lessee shall be liabie for rovalty payments on oit and gas lost or wasted from a lease site when
such J0ss of waste 1s duc W negtigence on (he part of the aperator, or uue 10 the failure 1o comply
with any rule, reguiution, order, or citation issued under FOGRMA 3¢ the leasing autharity

Sec. 3. Bonds—A bond shail e filed and muintained for lease operations as required under
regulations.

Sec. 4. Diligence, rate of developmient, umtteation, and drainage—{ esses shall exercise reasonable
diligence in developing and producing, amd shail prevent unnecessary damage ta, loss af, or
waste af leased resources. Lessor reserves right to speerfy rates of development and production
in the public interest and to require lessee 1o subscribe (o a cooperative or unit plan, within 30
iays of notice, if desmed necessary for proper development and operatian of area, Reld. or pool
embracing these leased lands. Lessee shall drill and produce wells necessary to protect leased
lands from dretnage or pay compensatary royaity far drainage in amount defermined by lessor,

S¢c. 5. Documents. evidence. and inspection—Lessee shail file with proper affice of lessor,
not later than 30 days after effective date thereof, any contract or svidence of other arrangement
for saie or disposat of production. At such dmes and in such form as lessor may prescribe. lessee
shall furnish detailed statements showing amounts and quality of all products removed and sold.
proceeds therefrom, and smaunt used for production purpeses or unavcidably lest, Lessee may
be required 0 provide plais and schematic diagrams showing development work and
improvemens, and reports with respact 0 parties 1l interest, experkitures. and depreciation
costs. In the farm prescribed by lessor. lessez shall keep a dady drilling record, a log, informancn
on weitl surveys and tests, and a record of subsurface investigations and furnish copies to lessor
when required. Lessee shall keep open at all reasonable times for inspection by any authorized
officer of lessor. the leased premuses and all wells, improvements, machinery. and fixtures thereon,
and all books, accounts, maps. and records relative (o operations, surveys, or investigations
on ot ir: Lhe leased lamds. Lesses shall maintain copies of all contracts, sales agreements, accounnng
records, and documentation such as bell:ngs. 1nvaices, or similar documentation that supparts

costs claumed as manufacturing, preparation, and/or tansponation costs. ALl such records shall
e malnidined il lessee s accounting offices for furire audit by lessar. Lessee shull mainuin
required records for 6 years after shey ace genecated or, if sn audit or investigation is underway,
ol released of the obligation 1o maintain such records by lessor,

Dzring sxistence’ of this lease, information obgained under this section shall be closed to
inspection by the public.in accordance with the Freedonvof Informauon Act (5 U.S.C. 552).

Scc. 6. Conduct of operations— |_essee shall conduct operations in a manner that minmizes aidverse
impacts o the tand. air, and warer, to cultiral, melogical, visual, and other resources, and to
other land uses or users. Lesses shail take reasonable measures deemed necessary by lessor w
accompiish the intear of this sectton. To the extent consistent with lease nghts granted, such
measures may melude, but are pot limited 1o, modification w swing or design of facihities, tnmg
ot operations, and specification of interim and final rectamation mezsures, Lessor reseeves the
Fight 1o continue ex1snng uses and 10 authorize futre uses upon or in the leased lands. including
the approval of easemens or rights-of-way. Such uses shal! be condizioned 50 as 1o prevent
unnecessary or unreasonable interference with nghts of lessee.

Prior o fisurbing the surface of the leased lands. lessee shall contact lessor to be apprised
of procedures to be tollowed and modifications of reclamation measures that may be necessury.
Areds 10 be disturbed may require inventories or spec:al studies  determine the extent of impacts
to other resources. Lessee may be required (0 compiete minor invenmnes or shart term special
studies ander guidelines provided by lessor. If in the conduct of operanons, threatened or
endangersd species, vbjects of hustbric or scienufic interest, of substantial upanticipated
environumental effects are ohserved; lessee shall biinedistely comact lessor. Lessee shall cease
any operations tat would resultin the destrueton of such species or objects
Scc 1 Moung operations —To the extenr that impacts from nuning operations would be
sunswntialy different or greater than those associated with normial drilling operatons, lessor
reserves Jheonght w deny approval of such operations
Ser B Bsrracnon of helivm-—Lessor reserves the optien of extracting or having extracted helium
from gas production in o nanner speciflicd and by means provided by lessor at no expense or
1085 10 lessee o1 owner of the gas. Tassee shall include inany contract of sale of gus the provisions
of this secuon.

Sec. 9. Damages o properry-—Lessee shall pay lessor for damage 1o lessur's improvemenats,
and shail save and hold lessor harmless from all claims for damage vr haim o persons or property
as u resull of icase operations.

Sew. ik Prowetion of Jiverse interesis and equal oppariunity — Lessee shail: pay when due alt
raxes legally assessed and levied under laws of the State or the Umissd Smeey; accord oll employees
complete freedam of purchase; pay all wages at least twice sach month in lawfui money of the
nited States: mainwain a safe working envirommnent in accordance with standard mudustry practices;
and take measires necessary Lo protect the health and safery of the public.

Lessar reserves the right to ensure that production is sold at reasorable prices and 1o prevent
monopoly. If lessee operates a pipeling. or owns controlling interest in a pipeline or a company
uperating a pipchine, which may be opérated accessible 1o oil derived from these leased lands,
lessee shall comply with section 28 of the Mineral Leasing Act of 1920,

Lessee shall comply with Executive Order No. 11246 of September 24, 1965, as amended,

and regulations and releviant orders of the Secretary of Labor issuea pursuant thereta. Meither
lessee nar lessee's subcontractors shall mainiain segregated faciiities.
Sec. 1. Transfer of lzase interests and relinquishment of lease—As required by regulations,
tessee shall [fle with lessor any assignment or other transfer of an interest w this lcase. Lessee
may relinguish this lease or apy legal subdivision by filing in the proper office a wrninen
relinquishment, which shall be effective as of the date of filing, subject 1o the continued obligation
of the lessee and surery 1o pay ail acerued rentals and royailies.

Sec. 12. Delivery of premuses— At such time as all or perions of this lease are rerumed to lessor,
lessee shal! place affected wells in condition for suspension or apandonment, reclam the fand
as specified Dy lessor and, withun a reasonaple period of time. remove equipment and
improvements not deemed necessary by lsssor for preservation of producible wells.

Sec. 13, Procesdings in case of default—If lessee fails to comply with any provisions of this
lease, and the nencompliance continues for 30 days after wnnen notice thereof, this lease shail
be subject 1o cancellauon unless or until the leasehold contains a well capabie of production
of oil ©r gas in paying guantties, or the lease is comminad to an approved cooperative or unit
plan or communitization agrsement which contaus a well capabie of production of unitized
substances (a paying guantinies. This provision shall not be construed 1o prevent the exercisc
by lessor of any ather legal and equitable remedy, includuing waiver of the default. Any such
remedy or waiver shalt not prevent later cancellation for the same defaull occurring at any other
time. Lassee shall be subject o applicadie provisions and penalties of FOGRMA (30 11.5.C. 17013},

Sec. 14, Heirs and successors-in-interest—Each obligation of this lease shali extend to and be
binding upon, and every benefit hereof shall inure to the heirs, executors, administrators,
successars, beneficiaries, or assignees of the respective parties hércto.

“U.5. GOVERNMENT INTING QFFH 1 - 673-001/46023
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THE FOLLOWING NOTICE WILL BE ATTACHED TO ALL ISSUED LEASES

NGOTICE 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 MILA, 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 quaiity for the issuance of anv ather lease
granted under the MLA. Compliance by coal lessees with Section 2(2)(2)(A) is explained in 43 CFR
3472,

In accordance with the terms of this oil and gas lease with respect te compliance by the initial lessee
with qualifications concerning Federat coal lease holdings, all assignees and transferees arc

hereby notified that this il and gas lease is subject to cancellation if: (1) the initial Iessee 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 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.
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TIMING LIMITATION STIPULATION

No surtace 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 Tortwise Habitat
No surface use is ailowed from March 15 to October 15.
Authority: pp. 35, Approved Calinete Management Framewark Plan Amendment-and Record of Decision for the

Management of Desert Tortoise Habitat, September 2000.

Descrniption of Lands

PARCEL NV-03-12-683
THRU
PARCEL NV-05-12-723 ALL LANDS

OG-047-7

35

o 213 nee 33



CONTROLLED SURFACE USE STIPULATION

Open to leasing with munor restrictions {controlled surtace use).

Desert Torteise Habitat -

Unless otherwise authorized. access to this leasehold, 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, September 2000.

Description of Lands

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

O0G-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. BLM must ensure through the teview ot 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 pian of operation and the use of
mitigatton measurcs that the operation is not below the jeopardy or adverse modification threshold. 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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