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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN-_ (.5 /34
LOCATED IN LINCOLN COUNTY, NEVADA.

FANCHER RESQURCES, LLC
1801 BROADWAY, SUITE 720
DENVER, COLORADO 80202

303-296-6600
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Form 310¢4-11 UNITED STATES Serial No.
{October 1992) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR QIL AND GAS NVNO31244

The undersigned (reverse) offers 1o lease all or any of the lands in Item 1 that are available for lease pursuant to the Mineral Leasing Act of 1520, a5 amended and suppiemented (30 1.8.C. 181
¢t seq.), the Minerul Leasing Act for Acguired Lands of 1947, as amended (30 1J.8.C. 351-159), the Attorney General’s Opinion of Aprl 2, 194] (40 On. Ay, Gen 41 ar the

Future rental payments must be made

T SRE STRUCTIONS BEFORE COMPLETING ;
FANCHER RESOU RCESERY on or before the anniversary date to:
- ame Minerals M ment Service
/ 3 N inerals Manage:
Street 1801 BROADWAY, SUITE 720 Royalty Management Program
City. State, Zip Code DENVER, CQ 80202 P.0. Bax 5640
Denver, CO 80217
2. This application/otfer/lease is for: (Check only One) C PUBLIC DOMAIN LANDS T ACQUIRED LANDS (percent 115, inlerest ]
Surface managing agency if other than BLM: Unit/Project
Legal description of land requested: ~Parcel Mo.: ' *Sale Date (midiy}: JA
*SFE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. Meridian Siatz County
Total acres applied for
Amount remitted: Filing fee $ Remal fee $ Toral %

M) NOT WRITE BELOW THIS LINE

3. Land included in lease:

T. R. Meridian State County
0100S 710k MDM NV Lincoln
Sec. 017 ALL:
0ls ALL;
19 ALL

020 ALL:

) 2560.000
Total acres in lease
Rentai retained $ 2840 0f

This lease is issved granting the exclusive right to drill for, mine, éxtract, remove and dispuse of all the oil and gas (exceps hetim) wn the lands described in Ttem 3 together with the right to buld
and matnin hecessary improvements thereupon for the lerm indicated below, subject to renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject 1o
applicable laws, the terms, conditions, and attached 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
arders hereafter promuigated when not inconsistent with lease rights granted or specific provisions of this lease.

NOTE: This Jease ls Issued to the high bidder pursvant 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

by EG.J\..:.AL; m - jsﬁ_A_Ju_L_ﬂ

Aeting (Signing Officer)

[3 Noncompetitive lease {len years)
CHIEF, BRANCH OF—WNEEWM@_‘

. %ﬁmpcﬁﬁvelma(t:nycam)
- [
s 41 2600
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4. {a) Undesigned cerufies thit (1) etlecor s @ atizen of the UniLed Siales] i sss0c1dlign v CILLZCs, o I dte PR gy Sl D e 5 R LA A e AL
State or Terdtory thereof; {2) all pasties hoiding an inlzrest in tie offer are in compliance wilh o3 CFR 3100 and me leasing authanties; [3) offeror's chargeasle interestsy direst and indirect, in enach
public domain and acquired lands separaiely in the same State, do not excecd 246,080 acees i oil and gas leases (ol which up o 200,00 avres may be in oil and 'gn;-upu‘nns;, or 300,000 acres in
lesses in cach lcasing Dismict in Alaska of which up ro 200,000 acres may be in oplions, (4) atferur is not cansidersd 2 miner under the laws of the State in which the fands covered by this offer are
located; (5] offeror is in compliance with gualifieations canceming Fedecal coal lease holdings provided in sec. Aa}2XA) of the Mineral Leasing Act; (6) offecor is in comgiiance with reclamation
cequirements for all Federal oll and gas lease holdings as regquired by sec. 17(g) of the Mineral Leasing Act; and (7) offecor is not in viclatuan of sec. 41 of the Act.

(&) Undersigned agrees that signature 1o this otler constinutes aceeprance of rthis lease, including all tertus, conditinns, and stipularions of which alleror has been given natice, and any amendment
or separaie lease thae may include any land described in this offer open to leasing at Lhe time this offer was filed but omilred foc any reason from this lease. The offeror fucther agrees wat Lhis offer
canaot be wilhdrawn, either in whole or in pact, unless the withdrawal is received by Lbe proper HIM State Office before this lease, an amendment to this lease, or a separnze lease, whichever covers

the iand described in the wilthdrawal, has besn signed on behalf of the United States.

This offer will be rejected nnd will afford offeror no priority if it is not properly complered und executed in accordance with the regulutions, or if it is not acrompanied by the required
payments. 18 U.5.C. Sec. 1001 makes it a crime for any person knuvwingly und willfuily to muke {0 any Depariment ar agency of the United Staves uny fulse, fictitious or fravdulent statements

or represestations as to any mafter within its junisdiction.

Duly executed this day of

.18

(Signature of Lessee or Anorney in-fact)

LEASE TERMS

Sec. 1. Rentals—Rentals shall be puid to proper atfice of lessor n advance of sach lease year.
Annual rental rales per acte of fraction thereot are:

(a) Noncompetitive lease, §1.50 for the first 5 years: therentter $2.00,
(b). Competitive lease. $1.50; for the frst 5 years; thereafter SZ00;
(c)y Cther, see antachment, ar

as specified n regulations at the time ihis lease s issued.

If this lease or a portion thereot is commutted 10 an approved cooperative or unit plan which
includes a well capable of producing leased resources, and the plan contams i provision 1or
allocation of production, royatties shall be paid on the production ailocatea w this lease. However.
annual rentals shall continue (@ be due al the rate specifiea in (a), 5, or (¢) for those lands
not within a parhcipating area.

Failure 0 pay annual rental, if due, on or before the anniversury date uf this lease {or next
official woarking day if office 15 closed) shall automaucaily terminaie this lease by operation of
law. Rentals may be waived. reduced, or suspended by the Secreury Lpon & suificient showing
by lesses.

Sec. 2. Rovalties- Royaities shall be pasd 10 proper office of lessor Royalties shall be computed
in accordance with regulations on production removed or sehid. Royaly rafles are:

{a)] MNoncompentive lease, 130 %
(h) Competitive leuse, 1244 %:
(c) Other, see aachment; ar
as specified in regulations at the tme his lease i3 ssued

Lessor reserves the right o speeify whether rovaity is 16 be paid invaige or i knd, and ihe
right to establish reasonable minunum values on priducts after giving lessee nonce and an
opportunity to be heard. When paul w value, royaities shall be due and payable on the last day
of the month following the month in which production oceurred. When paid-in kind. production
shall be delivered, unless atherase agreed o by lessor, in merchamable sendinon on the premuses
where produced without cast la lessor. Lessee shall nol be required to hald such production
in storage beyond the last day of the monch foilowing the month in which production wcerrred.
nor shail lessee be held liable for Joss or destrucuon of royalty ol ar oiher priducts in storage
from causes beyond the reasonable control of lessee.

Minimum royalty in lieu of reatal of not tess than the rental which atherwise would be required
for that iease year shall be payable al the 2nd of sach ieuse year begianing on or afier a discovery
in paying quantitics. This minimuin royalty may be wdived, suspended, or reduced, snd (he
above royalty Tales may be reduced. for all or portions uf this lease if rhe Secretary detzrmines
that such actien is necessary w escourage the grealest ultunate recovery of the leased resourees,
or is otherwise justified.

An interest charge shall be assessedon late royalty payments or underpayments in sccordance
with the Federal Oil and Gas Rovalty Management Act of 1982 (FOGRMA) (30 C.5.C. 1700
Lessee shail be liable for royalty payments on oil and gas lost or wasted from a lease site when
such loss or waste is due to negligence on the part ¢f the operalar, or duzto the faiiure ke comply
with any rule, reguiation, order, or citation issued under FOGRMA i Uie leasing authority

Sec. 3. Bonds—A bund shail be Rled and mainwined for lease operations as required under
regulatians.

Sec. 4, Diligenee, rate of development, unitization, and drainage—Lessee shail exercise reasonable
difigence in developing and producing, and shail prevenl unnecessary damage too loss of, ar
waste of leased resources. lessor reserves right Lo specify rates of deveiopment and preduction
in the public interest and to require lessee to subscribe to a.cooperative or unt plan, within 30
days of notice, if deemed necessary for proper development and operation of area. figdd, or po
embracing these lcased lands. Lessee shall drill and produce weils necessary to protect leased
lands from drainage or pay compensatory rovalty for dramnage in amount delermined by lessor

Sec. 5 Documents. evidence, and inspection—|_essee shall file with proper office af lessor.
not fater than 3G days after effective date thereaf, any contract or evidence of other armangement
for sale ar disposal of producion. At such imes and in such formn as lessar may prescribe, lessee
shall furnish detailed statements showing amounts and quality of all products removed and sold,
proceeds therefrom, and amount used for production purposes or unavoidabty lasl. Lesser may
be required fa provide plats and schematic diagrams showing development work and
improvemen:s, and reports with respect to parties in interest. expendirures, and depreciation
costs. In the form prescribed by lessor, lesses shall keep 3 daily drilting record, a log, information
on well surveys and tests, arki a record of subsurface investiganons and furnish copies to lessor
when required. Lessee shall keep.open at all reasonzble times for inspection by any authorized
officer of lessor, the leased premises and all wells, improvements, machinery. and fixtures thereon,
and al) books, accounts, naps, and records relutive (0 operalions, surveys, or investigaticns
on or in Lhe leased lands . Lessce shall maintzin copics of all conrracts, sales agreements, accounting
records, and documentation such as billings, invoices. or similar documentation that suppors

costs claimed as manufacturing, preparation, and/ar wanspernation costs. All such records shall
be ruiniained in icssee’s accouniing oitices for futuse audit by lessor. Lesses shall main
required recards far 6 years after they are generated or, if um audil or investigation is underway
untll refeased of the abligation 1o maintam such recnsds Ly lessor.

During existence of this lease, information abrained nader this section shall be closed 10
inspection by the public meaccordance with the Freedom af-Information Act (5 U.5.C. 352).
Sec. 6 Conduct of operations—Lessee shalt conduct operations in a manner that minimizes adverse
impacts (0 the land, air. snd water. o cultural, Bioiogical, visual, and other resources, and o
other land uses or users. Lessee shall take reasooable measures deemed necessary by lessor tw
accomplish the ineent of this secrion. To the extent consistenl with lease nghts granted, such
measures may include, bul are not bimited o, modification o siting or design of facilities. tuming
of operationy, and specitication of interizm and final reclamaton measures, Lessor reserves the
right {0 cohtinue Sastng uses and 1o authorize futire Uses upan o7 1n the leased lands, including
the approvai of easements or rights-of-way. Such uses shall be conditioned so us W prevent
uniecessary or uareasonable interference with righes of lessee.

Prior to listurbing the surface of the leased lands, tessee shall contact tessor o be apprised
of procedures to be followea and madifications or reciamation measures that may be necessary.
Areas o be disturbed may regquire inventones or special studies 1o determine the exent of impacts
1o other resources. Lessee mav be required (o complete mmor inventories or short werm special
stediss goder guidelines provided by lassor 1f in the conduct of operations, threatened or
endangered species, objects of historic or scwnlific inerest, or substantial unanticipated
environmental etiects are abserved, lessee shall inmediately contact lessor. Lessee shall cease
anyoperations thar would resuitin the destruetion of such species or objects.

Sec. 7o Mining vperations—=To the extent thal :mpacts trom nning opezations would be
subscannally differemt or greater (han those associated with normal drilling operations, lessor
reserves 1he fight to deny approval of such aperations.

Sec. 8. Extraction of helium — Lessor reserves the option of extracting or having extracted helium
from gas prixfuction in a manner specificd and by means provuled by leasor at no expense or
loss 10 lessee of awner of the gas. Lessee shall include in any contrace of sale of gas the provisions
of this section,

Sec. 9 Damages n propertp—Lessee shall pay lessor for damage to lessor’s impravements.
and shalt save and held lessor harmless from all claims for damage or harm (o persons or propeay
as a result of lease operations.

See. 10, Protection of diverse interests and equal opporunity— Lessee shatl: pay when due all
taaes lepaily assessed and levien under Lows of the State o the United States; accord all employess
complete freedom of purchase: pay all wages at least twice each manth in lawful money of the
Unsted States; muuntain a safe working environment in accardance with standard indusery practices;
and take measures necessary to protect the heaith and safety of the public.

Lessor reserves the right 1o znsure that production is sold at reasonable prices and 1o prevent
monopoly. IF lessee operates 4 pipeline. or owns contrelling interest in & pipeline or 4 company
nperaling a pipeline, which may be operated accessibie 1o oil derived from these leased lunds,
lesses shall compty with sechon 28 of the Muneral Leasing Act of 1920,

Lessec shall comgply with Executive Order Ne. 11246 of Seprember 24, 1965, as amended.
and regulations and relevant orders of the Sceretary of Lubor issuedd pursuant thereto. Neither
lesses nor lessee’s subcontractors shall wnaintain segregared facilities.

Sec. !1. Transfer of l=ase interests andd reiinguishment of lcase—As required by regulations,
\essec shall file witl lessor any assignment or other transfer of an imerest in this lcasc. Lessee
may relinquish this lease nr any legal subdivision by filing n the proper office a written
relinquishment, which shail be effective as of the date of filing, subject to the continued abligation
of the lessee and surety o pay all accrued rentals and royalties.

Sec. 12. Delivery of premises— At such (ime as all or portions of this igase are returned 0 lessor,
lessee shall place affected wells w1 condition for suspension or abandonment, reclamm the land
as specified by lessor end, within = reasonable pericd of time, remove equipment and
improvements nol deemed necessary by lessor for preservanion of producible wells,

Sec. 13, Procesdings in case of defanlt—If lessee fails 10 comply with any provisions of this
lease, and the noncompliance continues for 30 days afier wntten notice thereof, this lease shail
be subjsct to cancellalion unless or until the leasehold contains a weil capable of production
af oif or gas in paying quantities, or the leasa is commutted 1o an approved cooperative of unit
plan or communiizatton agreement which contains a well capasle of production of unitized
substances in paying quantities. This provision shail not be construed to prevent the exercase
by lessor of any other iegal and equitable remedy. inciuding waiver of the default. Any such
remedy ar waiver shall not prevent later canceilation for the same default occurring at any other
time. Lessee shall be subject 1o applicable provisions and penalties of FOGRMA (30 U.5.C. 1701).

Sec. |4. Heirs and successors-in-interest—Each obligation of this lease shall extend te and be
binding upen, and every benefit hereof shall inure w the heirs, executors, adminisirators,
successors, beneftciartes, or assignees of the respective parties hereto.

7.5 GOVESNMENT 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 MILA, 30 U.8.C. 201(a)(2)(A). requires that any entity that holds and has heid 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 quality for the issuance of any other lease
granted under the ILA. 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 assignee or transferee does not quality 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 available through the State
Office issuing this lease.

12

BOOK 213 PAGE B?



TIMING LIMITATION STIPULATION

No surface use is allowed during the tollowing time period(s). This stipulation does not appiy to operations and
marnienance of production facilities. On the land described below: .

Desert Tortotse Habitat
No surface use is allowed from March 15 to October 15,
Authority: pp. 55, Approved Calinete Management Framework Plan Amendment and Record of Decision for the

Management of Desert Torteise Habitar, September 2000.

Description of Lands

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

OG-047-7

g
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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 1o the existing roads and mails.
Authority: pp. 50. Approved Calinete Muanagement Framework Plan Amendment and Record of Decision for the

Management of Desert Tortoise Habitat, September 2000,

Description of Lands

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

0G-047-8
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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 review of the
application permit to drill and development of the mitigation measures that the impacts from the operation do net
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. Ifit is determuned that through the review of the plan of operation and the use of
mitigation measures that the operation s 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-05-12.723 ALL LANDS

0G-047-9
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