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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN-_ES /44

LOCATED IN LINCOLN COUNTY, NEVADA.

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

303-296-6600

v 243w 18
NV-4/



Form 3100-11 UNITED STATES Serial No.
{October 1992) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

OFFER TO LEASE AND LEASE FOR OIL AND GAS NVNOR1246

The undersigned (reverse) offers to lease all or any of the lands in Ttem 2 that are avajlable for lease pursuant o the Mineral Leasing Act of 1920, as amended and supplemented (30 12.5.C. 181
et seq.), the Mineral Leasing Act for Acquired Lands of 1947, as amended (30 U.5.C. 351-359), the Attorney General’s Opinion of Aprit 2, 1941 (40 Op. Ay, Gen. 41). or the

FAMNCHER RESOUR(CERERR (NSTRUCTIONS BEFORE COMPLETING Fulure rental payments must be made
1. Name on or betore the anniversary Qate 10:
' 1301 BROADWAY SUITE 720 Minerals Management Service
et Raoyalty Management Program
City, State, Zip Code DENVER, CO 80202 P.O. Box 5640

Denver. CO 80217

2, This application/offerilease is for: (Check only Gnel J PUBLIC DOMAIN LANDS T] ACQUIRED LANDS (percent TS interest -
Surface managing agency if other than BLM: Unit/Project
Legal description of land requested: *Parcel MNo.: *Sale Trate (midiy): / !
*5EE ITEM 2 IN TNSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUUMBER AND SALE DATE.
T. R. ’ Meridian State County

Total acres applied for ______

Amount remitted: Filing fee § Rental fee 3 Torai §

DO NOT WRITE BELOW THIS LINE

3. Land included in lease:

T. R. Meridian Stare County
01005 07 10E MM NV Lincoin
Sec. D29 ALL,
030 AllL;
031 ALL;
032 ALL;

) 2560.000
Total ucres in lease

Rental retained S 3840 00

This laase Is igsued granting the exclusive right to drill for, mine, extract, remove and dispose of all the il and gas {excepr fefium) in the lands described in [tem 3 together with the right to build
and maintain necessary improvements thereupon for the term indicated betow, subject 1o 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 reguiations and tormal erders in effeet as of lease issuance, and to regulations and formal
orders hereafter promuigated when not inconsistent with lease rights granted or specific provisiona of this lease.

NOTE: This lease Is Issued to the high bidder pursnant to his/her duly executed bid or nominatfon form submitied 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
0 Nencompetitive lease (ten vears by ﬁ_-_‘._. RNas¥ Ci-'?-&a,'—‘-ﬂ
i (Signing Officer)
v Acting B BEC 9 8 9105
. Competitive lease {ten years) - CHIEF. BRANCH OF-MINERALS APIHDHCATION

o “(Tide) (Date)
I):] Othcr EFFECTIVE DATE OF LEASE . ll[‘!' N U i '/G l ih /\} V";/

i

(Continted on reverse) BCOK W PAGE -{q




State or T:rriny thereal; {2} all partics hoiding an interest in the offer ate in compiianes with &3 CFA 3100 and the easing authorives; (3) offerors changeabie interests, dirsst and indirect, in eacn
public domain and acquired lands scparately in the same State, do nor excesd 246,080 acres w, ol and gas feases (of which up to 200.000 acres may be i oil and gas options )" oc 303,000 acres in
leases in each leasing District in Alaska of which up to 200, 4K acres may be in options, {4) offeror is not considered 2 minor under the laws of the State in which the lands coverad by this oifer are
locted; (S) offeror is in compliance with qualifications eonceming Fedecal coal lease holdings provided in sec. 2n)}2)A) of the Minerat Leasing Act; (8) offeror is in compiiance with reclamation
requirements for all Fedaral oil and gas lease holdings as required by sec. 17{g) of the Minera Leasing Act; and (7} ofleroc is pot in violation of sec. 41 of the Act,

{b) Undersigned agrees that sigraiure 10 this otfer constinutes aceeptance of this lease, including all werms, conditions, and stigulations of which offerar bus been given natice, and any amendment
or separate lease Unu may include any land described in this offer open to leasing at Lhe time this offer was filed but omitted for any reason from this lease. The offerce fusther agress that this offer
cannot be wilhdrawn, eilher in whols or in part, uniess the withdrawal is received by Lhe proper BLM State Oftice bstore this lease, an amandment to this lense, or a scparate |ease, whichever covers

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

This offer will be rejected and will affard offeror na priority if it is not properly completed und executed in accordance with the reguiations, or if it is nnt accompanied hy the reguired
payments. 13 U.5.C. Sec. 1001 makes it 2 crime for any person knowingly and willfully to make to any Department or agency of the United States any false, Hetitious or fraudident statements

or representations as to any matier within ils jurisdiction.

.19 .

Duly executed this day of

{Signatre or Lessee or Anorney-in-fact)

LEASE TERMS

Sec. L. Rentals—Rentals shall be pmd to proper offics of lessor in advance of each lease year.
Annual rertal vares per acre ar fraction thereot are:

(a) Noncompelittve tease, §1.50 for the first 5 years; therearter $2.00;
by Competstive lease, $1.50; for the st 5 years; thereaftes $2.00;
tcy Other, see attachment, or

as specified in regulations ar the time this lease is issued.

If this fease or a portion (hereof is commilied to an approved cooperative or umt plan wiuch
includes a well capable af producing leased resvurces. aml the plan conwins o provisien lor
allocation of production, royaldes shall be paid on the production atlocated 10 this lease. However,
annual rentals shall caniinue 1o be due at the rate specified i {a), (b, or (¢} for those lands
not within a participating atca.

Failure to pay annual renal, if due, on or before the anniversary dare of this lease (or next
official working day f pffice 15 closed) shall antomatically terminate (his tsase by operanan ol
law. Rentals may be waived, reduced, or suspandsd by the Secretary upon & suificient showing
by lessee.

Sec. 2. Royalties—Royalttes shall be paid to proper office of lessor. Royalties shall be compured
in accordance with regulanons on produciion removed or soid. Royalty rates are:

(a} Noncompetitive lease, 1214 %,
(b) Competitive lease. [2'5%,
{c) Other, see attachment; ar
as specified i regulations at the tme chis fease is issued

Lassor reserves the right 1o specily whether rovalty i< to be paid in value or in kind, and ine
right ro establish reasonable minimum values on products aftergiving lesses notice gnd an
opportunity 1a be heurd. When paid in value, royaities shali be due and payable on the last day
aof the month following the month in which production oceurred. When paid in kind, productun
shall be delivered, unless otherwise agreed 1 by lessor. in merchantabie condition on the premises
where produced without ¢ost o lessor. Lessee shail not be required o hold such produciion
in storage beyand the last day of the month foltowing the moath in which production veeurred.
nor shall lessee be heid liable for loss or destruction of rovalty ail or cther products 1n storage
from causes beyord the reasunabie control of dessee

Minimum royalty in lie of rental of not ess than the rental which atherwise would be required
for that lease year shall be payable at the end ot zach lease year beginning on or after a discovery
in paying quantities, Thes minunum royaily may be winved. suspended, or reduced, and the
above rovalty rates may be reduced, for all or poraons of this lease if te Sceretary determines
that such action 1s necessary to encourage the grestest uiimate recovery of the izased resources,
ar 15 ntherwise histified,

An interest charge shall be ussessed on late rovalty payments or underpaymenss in accordance
with the Federal Qil and Gas Royaity Management Act of 1982 (FOGRMA) (30 U.S.C. 1701,
Lessee shall be liabie for royalty paymenis on oif and gas lost or wasted from a fease site when
such loss or waste is due 1o negligence on the parr of the operator, or due to the failure w0 comply
with any rule, reguiation, order. or ciration issued under FOGRMA or the leasing authoriry.

Sec. 3. Bonds—a bont shall be filed and maintamed lor lease operations as reguired under
regulations.

Sec. 4. Diligence, rate of development, unitizauon, and draunage—Lessce shall exercise reasonable
diligence in developing and producing, and shall prevent unnecessary damage to, loss of, or
waste of leased resources, Lessor reserves right lo specify rates of deveiopment and producuen
in the public imerest and 10 require lessee to subseribe W 4 cooperative or unit plan, withen 30
days of notice, if deemed necessary for proper development and operation of area. field, or pool
embracing these leased lands. Lessee shall drill and procuce wells necessary to protect leased
lands from drainage or pay compensatory royalty for drainage in amount determines by lessor.

Sec. 5. Documents. evidence, and inspection—Lessee shall file with proper office of tessor,
not later than 30 days after effective date thereof, any contracl or evidence of other arrangement
for sale or disposal of producuan. Al such omes and in such form as lessor may prescribe, lessee
shall fumnish detailed starements showing amounts and quality of all products removed and soiy,
proceeds therefrom, and amount used for production purposes or unavo:dably lost. Lessee may
be rtequired to provide plats and schematic diagrams showing development work and
improvemens, and reports with respect to parties W interest, expenditures, and depreciation
costs. In the form prescribed by lessor. lesses shail keep a daily drilling record, a jog. information
on well surveys and tests, and a record of subsurface investigations and furnish copies to lessor
when required. Lessee shall keep open al all reasonable times for inspection by any authorized
officer of lessor, the leased premisesand all wells, improvements, machine-y, and fixtures thereon,
ard all books, accounts,. maps. and records relulive v operglions, surveys, of investigations
an o7 in the leased linds. Lessee shail mainain copies of all contracs, sales agreements, accotntng
records, and documentation such as pillings. invoives. or similar documentation that supports

costs clarmed as manufacturing, preparaton, and/ar transportation casts, All such records shall
tumare mugit i

be matmtained 0 csses’s avonunting officss ior 5y icmsor. Lessee shall mainiin
required records for 6 years afier they are generated or, if an audit or investigation is underway,
untl released ot the obligation to maintam such records by iessor,

Druning existence of toy lease, informanon obtained under this section shall be closed to

imspection by the pubiic in aceordance with the Freedom of Informaton Act (3 U.5.C. 552).

Sec. & Conduct of operations-—Lessce shalt conduct operations in a manner that minimizes adverse
impacts to the land, awr, and water, to cullural, biblogicat, visual, and other resources, and to
other land uses or users. Lessee shall take reasonible mezsures deemed necessary hy lessor 1o
accomphish the mteat of this section. To the extent consistent wath jease nghts granted, such
measures may include, but are not limited to. modification 10 siung or design of facilities. timing
of operstiany, and speciiicanon ol iterim and fingl reclamaton measures. Lessor reserves the
right to continue existing uses and to autharize fowire uses upon ar in the leased lands, including
the approval of casements or rnighls-of-way. Such uses shail be condiioned so us to prevent
unnecessary oF unreasonanle inrerference with righrs or lessee.

Prior 1o lisurbing the surface of the leased lands, lesses shall conact lessor to be apprised
of procedures 1o be followed and modifications or reclamalion measures that may be necessary.
Areas 1o be dismrbed may require inventanes or speciad studies 1o detzrmine the extent of unpacts
1o other resources. Lessee may be reguired 1o complete munor nvenionies or short term special
studies under guidelmes proviled by lessor. IF i the conduct of operauons, threatened or
endangered species, obiects of historie or scientific interest, or substantial unanticipated
environmente ettects ars observed, lessee shall anmediatety conuct lessor. Lessee shall cease
any operanons tiat would result in the destructen of such species or objects.

Sec. 7. Mining operancns—To the extent that impacts from mining operations wauid be
substantally different or greater than 1hose associated with normal drilling operations. lessor
reserves the right o deny approval of such vperations

Sec 8 Estraction of belium <Lessor reserves the aption of extracuing or having extracted heliom
from gas production in a manner specified and by means provided by lessor al no expense or
loss 1o lessee ur owner of the gas, Lessee shall mclude inany contract of sale of gas twe provisions
af 1his section

Sec. 9 Damages to property--Lessee shall pay lessor for damage ro lessor’'s improvements,
and shall save and hold |essor harmless from all ¢laims for damage or anm 10 persons or property
as a resuit of lzase operations

Seg. 10, Proteetion of diverse interests and equal oppoitunity— Lessee shall. pay when due all
taney legally assessed and levied under laws of the State or the Lnned Slaes: accord all employees
complete freedam of purchase; pay all wages ar least twice each mooth m-iawini money of the
United States; mantatn a safe working cnvironment in aceordance with stanadard indusery practices;
and tuke measures recessary o protect the health and safety of the public.

Lessor reserves the right to ensure that production is sold at reasonable prices and to prevent
monopoly. [ lessce operates a pipeline, or owns contrelling interest in a mpeline or a company
opergting a pipeling, which may be operated accessible to oil derived from these leased lands,
lessee shall comply with sceuon 28 of the Minerai Lousing Ace of 1920

Lzsses shall comply with Executive Order No. 11246 of September 24, 1965, as amended,
and regulations and reievant orders of the Secrewary of Labor issued pursuant thereta. Neither
lessee nor lessee’s subcontractors shail maintain segregated facilities.

Sec. L. Transfer of lzase interests and relinquishment of lease—As required by regulations,
lessee shall file with iessor any assignmem or ather wansfer of an inerest in this lease. Lessee
may relinquish this lease or any legal subdivision by filing in the proper office o wntien
relinguisirnent, which shall be cffective as af the date of filing, subject ta the contiaved obiigation
ot the lesses and surety 10 pay all accrued rentals and royalties. ’
Sec, 12, Delivery of premises— Ar such time as all or partions of this lease are rerumed to fessor,
lessee shall place affected wells in conditon for suspension or abapdonment, reclaim the tand
as specified by lessor and, within a reasonable period of time, remove equipment and
improvements not deerned necessary by lessor for preservation of producible wells.

Sec. 13, Proceedings in case of default—If lessee fails to comply with any provusions of this
lease, and the noncomplianve continues for 30 dayy after wnitten notice thereof, this lease shali
be subject 1o cancellation unless or unti the leaschold contains a well capable of production
of il ©r gas in paying quantilies, or the lease 15 commuted v an approved cooperative of uni
plan or commumtization agreement which contains a well apable of production of unitized
substances :n paying quantitizs. This provision shall rot be construed 1o preven: the eaercise
by lessor of any other legal and equitable remedy. incloding waiver of the defaull. Any such
remedy or waiver shall not prevent iater cancellarion for the same default occurmng at any other
time. Lessee shall be subject to applicable provisions and penalties of FOORMA (30 U.3.C. 1701).
See. 14, Heirs znd successors-in-interest—Each abligation of this lease shall sxiend to and be
binding wpon, and every bereflt hereof shall inure to the heirs, executors, administrators,
successors, bencticiaries. or assignees of the respective parties hereto

'US GOVERNMENT PRINTING OFFICE. 2001 - 673-001/46020
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THE FOLLOWING NOTICE WILL BE ATTACHED TO ALL [SSUED 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 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 MLLA. 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 leasc with respect to compliance by the initial lessee
with qualifications concerning Federal coal leasc 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(a)(2)(A) or (2) because of a
denial or disapproval by 2 State Otfice 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).

Enformation 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.

356K 213 ne 84



TIMING LIMITATION STIPULATION

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

Desert Tortoise Habitat
No surface use is allowed from March 15 to October 15,

Authority: pp. 55, Approved Calinete Management Framework Plan Amendmentand Record of Decision for the
Management of Desert Tortoise Habitat, September 2000,

Description of Lands

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

0G-047-7

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 ths leasehold, and operations will be limited to the existing roads and irails.
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-03-12-723 ALL LANDS

OG-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 to drill and development of the mitigation measures that the impacts frorn 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 alse reach concurrence that proposed actions are befow 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 medification threshold, the project
would not go forward.

Description of Lands

PARCEL NV-035-12-688
THRU
PARCEL NV-05-12-723 ALL LANDS

OG-047-9

37
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