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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN- X /470 |
LOCATED IN LINCOLN COUNTY, NEVADA.

RETURN RECORDED DOCUMENT TQ:

FANCHER RESOURCES, LLC
1801 BRoADWAY, SUITE 720
DENVER, COLORADO 80202
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- Form 3H00-11 _UNITED STATES OMB NO. 1004-0145
{Februzry 2003) DEPAR™ YNT OF THE INTERIOR : .« Expires: 11302005
BUREA\ £ LAND MANAGEMENT : . Sen]] Number " :;\a'r 4
OFFER TO LEASE AND LEASE FOR OIL AND GAS RIS S

The undersigned (reverse) offers 1o lease all or any of the lands in ltem 2 that are available for lease pursuant 10 the Mineral Leasing Act of 1920, us amended and supplemented (30 U.5.C. 181
ot seq.), the Mineral Leasing Act for Acquired Lands of 1947, a1 amended (30 U.5.C. 351-159), the Attomey General's Opinion of April 2, (941 (40 Op. Auy. Gen. &1), or the

1. Namge
Street
City. State, Zip Code

/—ancher ReSource.s Ll
/8ol Brmo(wm/ jm.m 726

Dénuc,./‘l cc Sodor—

READ INSTRUCTIONS BEFORE COMPLETING Future rental paymments must be made

un or hefore the anniversary date 10:
Mirerals Management Service
Royalty Management Program
P.O. Box 5640
Denver, CO 80217

2. This application/offerilease is for: (Check only One} B/PUBL]C DOMAIN LANDS
Surface managing agency if other than BLM:
Legai description of land requested:

O ACQUIRED LANDS (percent U.S. interest .
Unit/Project

*Parcel No. LS -12- 695 *Sale Date midly)ile s 1D 4 €57

*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TO COMPLETING PARCEL NUMBER AND SALE DATE.

T. R.

Amount remitted: Filing fee $ 3

" Meridian State County

Toal acres applied for .;} 5-6;(; A

1~ CO -
Toal § 175 =<

Rental fee § 3,5"“0@

DO NOT WRITE BELOW THIS LINE

3. Lard included in lease:

10 5. R
sec., 27, all;
sec. 28, all;
sec., 33, all;
sec. 34, all.

=i

Meridian MD County T incoln

2560.00
3840.00

Total acres in lease
Rental reained §

This tease is issued granting the exclusive right te drill for, mine. extract, remove and dispose of all the oil and gas {except hefiumj in the lands described in ltem 3 wogether with the right to build
and mainizin necessary improvements thereupon for the term indicated below, subject (o rencwal or extension in sccordance with the uppmpmte leasing m.nhonry Rights granted are subject 10
applicable laws, the terms, conditions, and aitached stipulations of this lease, the Secretary of the Inerior's regulations and formai orders in effect as of ieasc issuance, and to regulations and formal
orders herealter promulgated when not inconsistent with lease rights granted or specific provisions of thix lease.

NOTE: This lease is issued to the high bidder pursuant to his/her duly sxecuted bid or nomination I'urm submitted under 43 CFR 3120 and b subject to the provisicus of that bid or
nomination and those specified on this form. )

Type and primary term of lease:
}F MNoncompetitive lease (ten years)
{1 Competitive lease (ten years)

i Other

RECEIVED

THE UNITED STATES OF AMERICA
Bur. of Land Management

: Sl anca. Y. ::g.u u._n:

. Actifiy - =

9:00 UEC 1 4 2005 . (Signing Officer)
AM. Chief, Branch of Minerals Adiudication JAN 0 5 2006

(Tide}
EFFECTIVE DATE OF LEASE

gTATE OFFICE
NEVﬁEﬁm’ NEVANA

FEB 012008 B oy,

{Continued on reverse)
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3. (a) Undenigned cesulies that (1) offeror is 2 <ilizen of the United States; an msociation of such citizens; g municigality; or a corporation organized undse tie Faws of lfk.U_nimi States or of an
State or Termilary thereaf; (2} al! partica holding an interest in the offer are In campliance with 43 CFR. 3100 and the leasing authorities; {3 offeror's chargesble interests, diret pod indirect, in eac
public domanin and acquired lands separately in the same Stite, do not axceed 246,080 acres in oil and gas leases {of which up to 200,000 acres may be in oil and gas options), or 300,000 acres §
leases in each leasing District in Alaska of which up to 200,000 acres may be in options, {4} olferor is not contidered 1 minor under the laws of the State in which the lands covered by this offer ar
located; (5) offcror is in compliance with qualificatians conteming Federal coal lease holdings peovided in see. AaYZYA) of the Mincral Leasing Act; {6) offeror is in compliance with reclamation
requirements for all Federal oil and g7 lease hoidings as required by sec. 17(g) of the Mineral Leasing Act; and (7) offeror is not in violatioa of 3ec. 4] of the Act.

() Undersigned agrees ihat signature Lo this offer constitures acceptance of this lease, including all terms, conditions, and stipulations of which offeror has been given notice, and any amcndmen
of separale leae that may include any land described in Lhis offer open 1o leasing at the time this offer was Gled but oeitted for any reason from this lease, The offeror further agrees that s offe
cannet be wilhdrawn, either in whale or in pact, unless the withdrwal is received by the proper BLM State Office before tis fease, an amendment to this lense, or 2 sepacate lesse, whiclzver cover

the tand described in the withdrawal, has been signed on hehall of the United States,

This aifer will be rejected and will afford offeror na prierity if i Is not properly compieted and exccuted In sccordunce with the
payments, 18 U.5.C. Sec. 1001 makes It a crime for any person knowingly and willfully to meke to any Department or agency of the

O representations as e ony matter within its jurisdictton.

rd
ativns,/ op Al it is not accompanied by the required
ted Stai, y fakse, fictitions or frauduient statements
. Pl

rh e 4 , : m
Duly =xezuled this _1._3____ day of Z‘J‘-‘ L i "-‘x'f , 20 € i i /
P ;@’q‘ef{ ¥ {Signenure of Lessee or Attorney-in-fact)
LEASE TERMS

Sec. 1. Rentals—Rentals shall be paid 1o proper office of Yessor in advance of each lease yoar.
Annual renwal rates per acre or fraction thereol are;

(a} Noncompetitive lease, $1.50 for the firsr 3 years; thereafter §2,00;
(b) Competitive jease, $51.50; for the first 5 years; thereafter S2.00;
t¢) Other, see attachment, or

at specified in regulations at the time this leass js Lssued.

IF this lease ar a portion thereof is committed 1o an approved cooperative or unil plan which
inciudes a well capable of producing Jeased resources, and the plan eontains a provisian for
allocation of production, royalties shall be paid on the production allocated to this lease. However,
annual rentals shall continue to be doe at the tate specified in (a), [b), or (c) for these lands
not within 4 panticipating area.

Failure 1o pay annual senal, if due, on or before the anniversary date of this lease {or next
ufficial working day if office is closed) shalt sutomaticaliy terminate thic lease by oparation.of
law. Rencals may be wajved, reduced, or suspendsd by the Secretary upon 4 sufficient showing
by lessee.

Sec. 2. Royaltiee—Royaities shail be paid te proper office of lessor. Royalties shall be comptized
in accordancs with regulations on production removed or sold. Rayaity rates are:

{a) Nomcompetitive lease, 1294 %;
) Competitive lease, 12" %;
(¢} Other, see attachment; or
as specified in reguiations at the time this lease is issued.

Lessor reserves the right 1o spectly whether royaity is to be paid in vajue or in kind, and the
right to eswablish reasoneble minimem values on products after giving lessee notice and an

of the month following the month in which production occurred, When paid in kind, production
shadl be delivered, uniess otherwise #gresd o by lessor, in merchantable condidan on the premises.
where produced without cost lo lessor, Lessee shail not be required to hold such preduction
in storage beyond the last day of the month following the month in which production occurred,
nor shall lessee be held table for tass or destruction of royaity oil or other prodiicts in storage
frum zauses beyond the reasonable control of lesses.

Mirimuin royaity in lie of fentai of not tess than the rental which otherwise would be required
[or that lease yenr shall he payable at the end of each lease year beginning on or after a discovery
in pzying quantities. This minimum royaity may be wajved, suspended, or reduced, and the
above rayaity rates may be reduced, for all or portions of this lease if the Secretary determines
that such action is aecessary 1o encourage the greatest ultimate recavery of the |eased resources,
or is oiherwise justified.

Ar interest charge shatl be assessed on lage royalty payments gr underpayments in accordance
with the Federal Oil and Gas Rayalty Management Act of 1987 (FOGRMA) (30 U.8.C. 1701).

Sec. 3. Bonds—A bond shall be filed and mainisined for lease operations us required urder
regulations.

" Sec. 4. Diligerce, rate of development, unitization, and drainage—Lessce shall exerrise reasorable
diligence in develnping and producing, and shail preven: unnecessary damage 10, loss of, or

in the public interest and o require lessee to subscribe o a cooperative or unit plan, within 30
days of notics, if deemed necessary for proper development and operation of area, field, of pool
embracing these |easad lands. Leyses shall drill and produce wells hecessary [0 protect leased
lunds from drainage or pay campensatory royalty for drainage in amoum determined bry lessor.

Sec. 5. Documents, cvidence, and inspection—Lessee shall file with proper office of lessor,
noi.later than 30 days after effective date thereof, any contract or svidence of other TengeEment
far sale or disposal of production. At such times and in such form as lessor may prescribe, icssee
shall farnish detailed statements showing amotints and quality of all products removed and sold,
proceeds therefrom, and smount used for Pproduction purpascs or unaveidably lost. Lesses may
be required to provide plats and schematic diagrams showing deveiopment work and
inprivements. and reports with respect to parties in interes!, capenditures, and depreciation
casis. In the form prescribed by lessor, lasses shall keep a daily drilling rezord, a log, information
on well surveys und tests, and a record of subsurfage Investigations and furnish copies to lessor
when required. Lessee shafl keep open at all reasonable times for inspection by any authorized
officer of lessor, the leased premises and all wells, improvements, machinery, and fiatures thereon,
and all boaks, accounts, maps, and records relative 10 operations, Rirveys. or investigations
onar in the lexsed tands. Lexsee shall maintin copies of all cc , ] accounting
records, and documentation such as billings, invoices, or simifar documentation that supparts

cotts claimed as manufacturing, preparation, and/or trznsporiation coss. All such records shall
be maintained in lesses's accaunting offices for futare audit by lessor. Lessee shall maintain
required recards for§ years after they are generated or, if an audit or investigation is underway,
until released of the abligation to maintain such records by lessor.

During existence of this-fease, information obtained under this section shall be closed (o
inspection by the public in aceordance with the Freedom of Informartion Act (5 U.5.C. 552)
§ec. 6. Conduct of operations— Lessee shal] conduct operations in 4 manner thet minimizes adverse
impacis to the land, gir, and waler, lo cultural, biological, visuai, and other resources, and o
ather land uses or users. Lasse= shall take reasonable measures deemed necessary by lessor to
accomplish the intent of this section. To the extent consistent with lease rights gr‘nm:d. sgch
measures may include, but are nof limited 10, modification to siting or design of facilities, timing
of operations, and specification of interimn and final reclamation measures. Lessor teserves _the
right ta continue existing uses and 10 authorize fiure uses upon of {n the jeased lands, including
the approval of eassments or rights-of-way. Such uses shall be conditioned so as to prevent
unnecessary or unreasonabie interference with rights of lessee.

Prior W disturbing the surface of the leased lands, lessee shall contact lessor to be apprised
of procedures to be followed and modifications or reclamation measares that may be necssary.
Areas to be disturbed may require inventaries or special studies Lo determine the extent of impacts
ta other resources. Lasses may be reguired to complete miner invenlaries of short term special
studies under guidelines provided iy lessor. If in the conduct of operations, lhrcal_cn_ed ar
endangered species, objects of historic or scientific interest, or substantial unanticipated
environmental cifects are observed, lessas shall immediztely contact lessor, Lessze shali cease
any operations thal wauld result jn the destruction of such species or objects,

Sec. 7. Mining operations—To the extent that impacts from muning operations wrould be
substantially different or grester than those associated with aarmal 4rilling opetaiions, lesscr
reserves the right 1o deny approval of such operations,

.Sec. 8. Extraction of helium-—~Lessor reserves the aption of extracting or kaving extracted haljum

from gas production in a manner specified and by means provided by lessor at no expense or
ko8 10 lesses or owner of the gas. Lesses shall includz in any coniract of sale of gas the provisions
of this section.

Sec. 9. Damages o property—Lessee shall pay lessor for damage to lessor's improvements,
and shall save and hold lessor harmiess from all claims for damage or harm to persons or property
5 2 result of leasc operations.

Sec. I0. Protection of diverse interests and equal opportunity—Lessee shali: pay when due all
taxes legally assessed and levied under laws of the State or the United States; accord all employees
complese [reedom of purchase; pay all wages af least twice each mooth in lawful money u!" the
United States; maintain a safe working environment in sccordence with standard industry practices;
and lakc measures necessary 10 protect the health and safety of the public.

Lessor reserves the right to cnsure that production is sold at reasonable prs’c_rs and to prevent
monapoly. If lessee operates » pipelint, or owns controtling imerest in & pipeline or a company
operating a pipeline, which may b operated accessible ta oif derived rom these lezsed lands,
lessee shall comply with section 28 of the Minaral Leasing Act of 1920.

-Lessee shall comply with Excrutive Qrder No. 11246 of Seplember 24, 1965, as nmen;led.
and regulations and relevant orders of the Secretary of Labor issued pursuant thereto, Naither
lesses nor lestee's subcontractors shall maintajn segregated facilities.

Sec. 11. Transfer of lease interests and relinquishment of lease~As required by regulstions,
lessee shall file with lessor any assigament or other transfer of an interest in thig lease, Lesses
may relinguish this lcase or any jegal sybdivision by filing in the proper Qfﬁcz 2 written
relinquishment, which shall be effective as of the date of filing, subjest to the continued ubligation
of the lesses and surety to pay ait accrued rentals and royalties,

See. 12. Delivery of premises— At such time as all or portions of this lease are Tetumed i lessor,
lessee shull place affecied wells in condition for suspension or abandonment, rech_;m the land
W specificd by lessor and, within 1 ressonable period of time, remove equipment and
improvements not desmed necessary by lessor for pressrvation of producible weils.

Sec, 13. Proceedings in case of default—IF lessee fuils to comply with any provisions of this
lcase, and the noncompliance continues for 30 days after wniten notice thercof, this Jeass shalt
be subject to cancellation unless or until the leasenold contains well capable of [_mxlumn_n
of oil or gas in paying quantities, or the l2ase is committed 1o an approved LONpErative oF unit
plan or communitization agresment which contains 3 weil capablc of production of umnz.ed
substances in paying quantities, This pravision shall nol be cunstrued 1o preven the exsreise
by lessor of any other legal and equitzble remedy, including waiver of the default, Any such
remedy or waiver shall not prevent later cancellation for the same default occutring ar any other
time, Lesser shall be subject ta applicabie provisions and penalties of FOGRMA (30 1.5.C. 1701).
Sec. M. Heirs and successors-in-intcrest—Each obligation of this lease shall catend 1 and be
binding upon, mnd svery benchit hereof shall inure fo the heirs, executors, adminestrators,
successors, beneficiars of the respective panics hereta.

Lo
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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 T.S.C. 201{(a)(2)(A), requires that any entity that holds and has held a
Federal coal lease for 10 vears beginning on or after August 4, 1976, and who is not producing coal
in commercial quantities [rom 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

hereby notified that this oil and gas lease is subject to cancellation if: (1) the initial lessce 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).

[nformation 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
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TIMING LIMITATION STIPULATION

No surface use ts allowed during the following time periodis). This stipulation does not apply to_operations and
maintenance of production facilittes. 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 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

0G-047-7

35
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CONTROLLED SURFACE USE STIPULATION

_ Open 1o leasing with munor restrictions {controlled surface use).

Desert Tortoise Hahitat .

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 Decision for the

Management of Desert Tortoise Habitat, September 2000.

Description of [ands

PARCEL NV-03-12-688
THRU
PARCEL NV-Q5-12-723 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 measurcs that the tmpacts 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 ol 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-05-12-688
THRU
PARCEL NV-03-12-723 ALL LANDS

0G-047-9
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