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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN-/7§ /945

LOCATED IN LINCGOLN COUNTY, NEVADA,

RETURN RECORDED DOCUMENT TO:

FANCHER RESQURCES, LLC
1801 BroapwaY, SUITE 720
DENVER, COILORADO 80202

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

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNOS1243

The undersigned (reverse) offers to lease all or any of the lands in Item 2 that are available for lease pursuant (o the Mineral Leasing Act of 1920, as amended and supplemented (30 U.8.C. 181
¢t seq.), the Mineral Leasing Act for Acquired Lands of 1947, as amended (30 U.8.C. 351-359), the Attorney General's Opinian af 4»=l 3 1041 il Om. Amy. Gen. 41), or the

Future rental payments most be made

TANC ] NSTRUCTIONS BEFORE COMPLETING !
FANCHER RESOQOURCERSDE ! o on or before the anniversary date to:
t. Name Minerals Management Service
WAV CLITTER o
Street 1801 BROADWAY, SUITE 720 Royalty Management Program
’ . oA P.O. Box 5640
z I DENVER, CO 80202
City, State, Zip Code E? R, Denver, CO 80217
2. This spplication/offerfleasc is for: (Check onlv Onel O PUBLIC DOMAIN LANDS b ACQUIRED LANDS (percear ULS. interest }
Surface managing agency if other than BLM: Unit/Project
Legal description of land requested: *Parcel No.: *Sale-Date {mAdfv: i
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. - Meridian State Cannry
Total acres appiied for
Amount remirted: Filing fee $ __ Renial fee § Toral $

DO NOT WRITE BELOW THIS LINE

3. Land included in lease:

T. 28 Meridian Stare County
1o 07100 MDM NV Lincoln

Sec. D21 ALL;

022 LOTS 1-4;

27 LOTS 1-4,
028 ALL,
032 ALL;

034 LOTS 1-4;

2]

2485.480

Total zcres in lease

Rental retained $ 3720 00

This lease ig issued granting the exclusive right to drill for, mine, extract, remave and dispose of al! the oil and gas (except helium) in the lands described in ltem 3 together with the right to build
and maintain necessary improvements thereupon for the tarm indicated telow, subject to renewai or extension in accordance with the appropriate leasing authority. Rights granted are subject ta
applicable laws, the terms, conditions, and attached stipulations of this lease, the Secrefary of the Interior's regulations and formal orders in effect as of lease issuance, and (0 reguiations and formal
orders hereafier promuitlgated when not inconsistent with lease rights granted or specific provisions of this lease.

NOTE: This lease is issued to the high bidder pursuant to his/her duly executed bid or nomination form submiited under 43 CFR 3120 and is subject to the provisions of that hid or
nomination and those specified on this form.

Type and primary term of lease: ) THE UNITED STATES OF AMERICA
_ 0 Noncompetitive lease (ten yeurs) by EEL&_‘ Ak - Yl rf DA _d ity
tin (Signing Officer} -
Competitive lease (ten years) Ae g . DE C 2 8 2005
- CHIEF, BRANCH OF v
. _ itle | 41 90 L-](Datc]
b JodooLo L
Other EFFECTIVE DATE OF LEASE JAI N l/‘g"D

Continued on reverse! EDOK 2 ?AG g~
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State or Temtory therear; (2} ail parties hoiding an interest in the offer are in compliance with <4 O

Mlde M et MU LISy B e b e

R 3j00 and the leasing aulhenties; (3) offecors chargeacle (leresls, direct and inditeet, in each

TV ey

public demain and acquired lardds separately in the same Stare, do not exceed 246,080 acres in oil and gas leases (oU which up 1o 200,000 acres may he in oil and gas oprions), o 300040 acres in
leases in each leasing District in Alaska of which up ta 200,000 acecs may be in options, {4) offerer is not considered a minor wnder the laws of the State in whica the lanas covercd by this oifer are
lecnted; (5} offeror is in compliance with qualifications concerning Federal coal iease boldings provided i sec. AYANNY of the Mineral Leasing Act; (6) offeror is 1n com plianes with reclamation
requirements for all Federal oil and gas isase haldings as required by sew. 17(g) of the Minerai Leasing Act; and (7} offeror is nct in vielation of see. 41 of the Act,

{b) Undersigned agrees that signature to this atfer constinuies acceprance of this lease, including ad tecws, corsdinons, and stipulatians af which viteror his been given notics, and any amengdment
of separate lease that may include any lind descnbed in this atfer apen to leasing at the time this affer was filed bur omitled for any reasaa from this tease. The offeror Ruthar agress thal this offer
cannat be withdrawn, cither in whoie or in part, uniess the withdraval is received by the proper BUM Staic Otfice belnre this lease, »n amoerkiment to this lense, or separte leise, whichever covers

the land deseribed in the witndeawal, has been signed on behalf of the United States.

This offer will he rejected wnd will ufford offeror no priority if it is not properly completed and executed in acco -dance with the regulations, or if it is not accomparnied by the reqaired
payments. 18 U.5.C. Sec. 1001 makes it & crime far uny person knowingly and willfuily to muke to uny Departnent or agency of the United $iates uny false, fictitivus ar fravdulent statements

or representations as to uny matter within jts jurisdiction.

Duly exscuted this day of

[(Sigrarure of Lessee or Arorney-in-fact)

LEASE TERMS

Sec. |. Rentals— Rentals shall be paid 10 proper office of lessor in advance of each lease vear
Anmual rental vates per acre or fraction thereot are,

{2) Moncompenrive tease. $1.30 for e first 3 years. thereafier 32,00
(b) Compettive lease, $1.30; for the first 3 years; thereafier $2.00;
(¢} <dber. see amachment, or

as specified in regulations @1 the tme this lease 15 1ssued

{f this lease or a portion therenf is commined © 4n approved coopetative or unit plan which
mcludes & well capable of producing leased resources, and the plar congain o provision &
allocation of producton, royaites shall be paid on the production allocaed W this lease. However,
annual rentais shall continue to be due al the rate specified in (a}, (b, or (¢} for those lands
not within a participating area.

Failure to pay annuai rental, if due, on ar before (he anniversary date of this lease tor next
officiad working day if office is closed) shall automatically (erminate tis lease by aperation ol
law. Rentais may be waived. reduced, or suspended by the Sccretzry apon a sufficient showing
by lessee.

Sec. 2. Royaities~Royalties shali be paid to proper nffice of lessor. Royalties shall be computed
in accordance with regulations on production removed or sold, Rovaity rates are:

(a] Noncompetitive lease, 1200 %,
(b} Competitive lease, 124 %:
{c) {nher, jee amachment; ar
as specified in reguiations at the tine this lease is issued.

Lessor reserves the right 1o specify wheiner royalry s 1o be paid in value orin kind, and the
right to estabiish reasonable miaunum values on products after giving lessee netice ang an
opportunity 10 be heard. When paid in value, royalties shall be due and payabie on the last day
of the month follawing the month in which production occurred Wher paid 1n kind. production
shall be delivered, unless otherwise agreed to by lessor, in merchansable condinon v the prennses
where produced without cost 1o lessar. Lessee shall not oe required 1o hold such producnon
in storage beyond the Jast day of the month following the munth in which production sccurred,
nor shali lessez be held liabte for iess or destructuon of royaity o1l or other prixducts in storage
from causes beyorud the reasonabte comrol of Jessee. .

Minimum royaity in lieu of rantal of ot less than the rental which atherwise wouid be required
for that lease year shall be payable at the end of each lease vear beginning on oc after a discovery
w paying quantities. This miimum royalty may be waived, suspended, ar reduced, and the
above royalty rales may be reduced, for all or portions of ths lease if the Secretary detemines
that such action is necessary 10 encourage the greatest ulomate recovery of the leased resources,
or is otherwise justified.

An interest charge shalj be assessed on late royalty paymenis or underpuyments in accordance
with the Federal (il and Gas Rovalty Management Act of 1982 (FOGRMA; (30 U.S.C. 17015,
Lessee shail be liabie for royalty payments on oil and gas lost or wasted from 4 iease site when
such loss or waste is due (o negligence on the part of the operalur, ar gug m he fwlure 1 comply
with any rule, regutation, order, or citation issued under FQGRMA ar the leasing authority.

Sec. 3. Bonds—A bond shall be filed and maintained for lease operaticns as required under
regulations.

Sec. 4. Diligence, rate of development, unitization, and drzinage— Lesses shall exercise reasonable
diligence in developing and producing, and shall prevenl unnecessary damage 1o, loss of, or
waste of leased resources. Lessor reserves right to specify rates of development and production
in the public interest and to require lessee 1o subscribe o a coaperative or unit plan, within X0
days of notice, if deemed necessary for proper development and operation of area. field. or pool
embracing these ieased lands. Lessee shall drill and produce wells necessary 1o protect ieased
lands from drainage or pay compensatory royalty for dramnage in smount determined by lessor,

Sec. 5. Documents, evidence, and inspection—Lessee shall file with proper office of lessor,
not later than 30 days after effective dage thereof, any contract or evidence of other arrangement
for sale or disposal of production. At such tmes and in such form as lessor may prescribe, lessee
shall fumish derailed statements showing amounis and qualiry of all procucts removed and said.
proceads therefrom, and umount used for production purposes or-unavoidably lost. Lessee may
be required to pravide plais and schematic diagrams showing development work and
improvemens, and reports with respect (o parties.un intersst, expendinres, and depreciation
costs, In the farm prescribed hy lessor, lessee shail keep a daily driliing record, a log, informatien
on well surveys and tests, and a record of subsurface investigations and furnish copies to tessor
when required. Lessee shail keep open at all reasonable times for inspestion by any authorized
officer of lessor, the leased premises and all wells, improvements. machinery, and fixtures thereon,
and all books, accounts, maps, and records relutive 1o operations, surveys, ar investigations
on of in the feased lands. Lesses shall mainiain copies of all contracts, sales agreements, accounting
records, and documentanan such as billings, invoices, or simiiar documentation that SUpPOIt

costs claimed as manutacuering, preparation. and/or ransporiation casts. Alé such records shall

rnimtnia

b maiined o jeises’s accouiniing Giicss for futire audit 5y lessor. Lessce sha
vequired records for & yeuars after they are generated or, ifan audit on investigation 1s underway,
until relessed of e ohilganon @ maintzio such records Uy lessor.

During exisrence of this lease. nformaton abined under this section shall be closed o
inspecuion by the pubthean sccordance with the Freedomyof Informanen Act (5 U.5 C. 552y,

Sec. ¢ Conduct of operattons—iessee shalf conduct operations in a manrer that minimizes adverse
ampacts 1o the land, air, snd water, o cultural,biological, visual, and other resources, and to
other fand uses orusgrs. Lessee shall take reasonabie measures Jeemned necessary by lessor to
accompiish the intent ot this section. To the extent consistent with lease rights granted, such
weasures may incluce, but are not lionted 10, modification o sitng or design of facilines, timing
af operations, amd specification of :nterim and final reclamanon measures. Lessor reserves the
ripht (o continue cxisting uses and 1o authorize future nses upon o in the leased lands, wcluding
the approvid of casements or nights-of-way. Suck uses shali be conditioned $0 45 1o prevent
URAECEssary of unreasonable interfercnce with righrs of lessee.

Prior (o isturbing the surface of the leased lands, lessee shall contact lessor to be apprised
of pracedures o be followed and modifications or reclamation measures that may be necessary.
Areas 10 be disturbed may require invenlories or special studies w© determing the exeent vf impacts
to nther resources. Lessee may be required 10 complete minar inventories ar short term special
studies under guidelines provided by fessor. f in the conduct of operauons, threatened or
endangered. species. ubjects of historic or scientific interest, or substuntial unanticipated
environmental effectsare observed, lessee shall inunediately contacr lessor, Lessee shall cease
any operations thar would resudr :n the destreetion ot such species or objects.

Sec. 7. Miming operations =To the exlent that impacts from mining operations would be
substantially differert or greaier than rhose associated wih normad dnlling eperations, lessor
reserves (heiright 1o deny approval of such operations.

Sec. ¥ Extruenon of helium—Lessor reserves the optior of extracting o having excracted helium
trom gis priduction in it manner specitied and by means provided by [essor at no expense or
losg 1o L2ssee or nwnerof the gas Lessee shall include in any contract of sale of gas the provisions
of this section.

Sec. 9. Damages 1o praperty—Lessee shall pay lesser for damage tu lessor's improvements,
and shall save and hold lessor narmless from bl claims for damage or harm to persans o property
45 u result al lease uperanons.

See. 10, Proteption of diverse interests and squal spportunity— Lessee shall: pay when due all
taxes iegaily assessed and levied urkler taws of the State or the Unitad States; accord all ernployees
zomplete freedom of purchuse; pay all wages at Jeast twice each moath n lawful money of the
Unnted States, maintaun a safe working environment in accordance with standard industry practices;
and take measures necessary to protect the hexlth and satety of the public.

Lessor reserves the nght 1o ensure that production is sold at reasonabte priees and to prevent
monepoly. I lesses aperates a pipeline. or owns controlfing interest in a mipeling or a company
operaung a pipeline, which may be operated accessibie to oil derived from these lcased lands,
lessee shull comply with section 28 of the Mineral Leasing Act of 1920,

Lessee shall compty with Executive Order No. 11246 of September 24, 1965, as amended,
and regulations and relevant orders of the Secratary of Labor issued pursuant thereto. Neither
lessee nor lesses's subcontractors shall mamntain segregated facilities.

Sec. 1. Transfer of lease wierests and relinquishment of lease— As required by regulations,
Iessee shall file with ussor any assignment or other transfer of an inlerest in this lease. Lessee
may relinguish this lease or any legal subdivision by filing in the proper office 3 written
relinquishment, which shall be effective as of the date of filing, subject to the coatinuad obligation
of the lessee and surety to pay all accrued rentals and rovaltes.,

Sec. 12, Delivery of premises—AL such time as all or portions ot this lease are refurned 1o lesser,
lessee shall place affected wells in condition for suspension or abandonment, reclaim the land
us specified by lesscr and, within & reasomable pernod of time, remove equipment and
improvements not deemed necessary by lessor for preservation of producible wells.

Sec. 13, Proceedings in case of default—If lessee fails 1o comply with any provisions of this
lease. and the noncompliance continues for 30 days after wnitten notce thereof, tus lcase shall
be subject to cancellanon unless or unii the leasehold contains a well capabie of production
af ail or gas in paying quantities, or the lease 15 comunitted to an approved cooperative ar umit
plan or communitization agreement which contamns a well capable of production of unitized
substances :n paying quantities. This provision shall not be construed 10 prevent the cxcrcise
by lessor of any other legal and equitable remedy, including waiver of the defaull. Any such
remedy or waiver shall not prevent later cancellation for the same defauit occurmng al any other
ume. Lessee shall be subject to appiicable provisions and penaities of FOGEMA (30 U.5.C. 1701).

Sez. 14, Heirs and successcrs-in-interest—Each obligation of this lease shall extend to and be
binding upon, and every benefit hereof shall inure to the heirs, =xecutors, adminstrators,
successors, beneficiaries, or assignees of the respective parties hereto.

‘U.S GOVERNMENT 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 MLA, 30 U.S.C. 201(a)(2)(A), requires that any entity that holds and has held a
Federat coal leasc 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 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

hercby 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 Otfice of a pending coal action,i.e., arms-leagth assignment,
rclinquishment, or logical mining unit, the initial lessce as assignor or as transferor is no longer in
compliance with Section 2Z(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 Bareau of Land Management records available threugh the State
Office issuing this lease,

12
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TIMING LIMITATION STIFULATION

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

Desert Tortoise Habatat
Na surface use 1s ailowed from March 13 to October 15.

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

Description of Lands

PARCEL NV-05-12-68%
THRU
PARCEL NV-05-12-723 ALL LANDS

OG-047-7
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CONTROLLED SURFACE USE STIFULATION

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 trails.
Authority: pp. 36. Approved Calinete Management Framework Plan Amendment and Record of Degision for the
Management of Desert Tortoise Habitat, September 2000.

Description of Lands

PARCEL NV-03-12-088
THRU
PARCEL NV-03-12-723 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 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 te 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 eritical
habitat. The operator, USFWS and BLM must also reach concurrence that proposed actions are below the jeopardy
or adverse modification threshoid. 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 thresheld, the project
would not go forward.

Description of Lands

PARCEL NV-05-12-658
THRU
PARCEL NV-05-12-723 ALL LANDS

0G-047-9

37
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