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THIS PAGE CONTAINS RECORDING
INFORMATION FOR
FEDERAL LEASE NO.
USANVN-_§ /74 |
LOCATED IN LINCOLN COUNTY, NEVADA.

FANCHER RESOURCES, LLC
1801 BROADWAY, SUITE 720
DENVER, COLORADO 80202
303-296-6600

N /-4 é/
oo 213 e 99



Forth 110011 : UNITED STATES OMB NO, 1964.01 5
(Febeuary 2003) DEPAR™1ENT OF THE INTERIOR g Expires; 11/302005.
BURE4 - »F LAND MANAGEMENT Serial Number T
OFFER TO LEASE AND LEASE FOR OIL AND GAS ey

The undersigned (reverse) offers to lease all or any of the lands in tem 2 thar are available for Jease pursuant to the Minenal Leasing Act of 1920, as amended and supplemented (30 U.5.C. t31
et seq.1, the Mineral Leasing Act for Acquired Lands of (947, as amended (30 U.§.C. 331-359), the Anomey General's Opinion of April 2, (943 (40 Op. Atty, Gen. 41), of the

READ INSTRUCTIONS BEFORE COMPLETING | oo ents st be made

1. Name F;(‘H & hEr /eﬁ seurces, LLC on ot hefare the anaiversary date to:
t . Pl Minerms Management Service
z--ms Zip Cod /90 ! 8 MMJ t,wt\j e te 7do Royalty Management Program
itv. Staee. Zip & - ] S0
O YE T C-O 4 (::.J'-- . P.O. Box 3
-’ X 50‘1 Denver, CO 80217 _
2. This application/offerilease is for: (Check only One) G/PUBL]C DOMAIN LANDS T ACQUIRED LANDS (percent U.5. imterest '
Surface managing agency if other than BLM; L Uniu Project
Legal description of land requested: *Parcel No. £ 9 -1~ ¢ 4— *Sale Date (midiy):_ & /1B 4 o4
"SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR T{ COMPLETING PARCEL NUMBER AND SALE DATE.
T. R. " Meridian State Counry

Lo Co
— o , oo Total acres applied for ‘2;56 ‘
Amount remitied: Filing fee § _3 3v>_— Rental feg § §F4€ - Tot s 4TS <9

DO NOT WRITE BELOW THIS LINE

3. Land included in lease:

=]
~

. Meridi Sta
11 s§. 70 E. crdian MD * NV Cou Linceoln

(Pro Dia 226)
sec., 27, all;
sec, 28, all;
gec. 33, all;
sec. 34, all.

2560.00
3840700

Towl acres in lease
Rental retained $

This lease is issued granting the exclusive right 1 drilf far, mine, sxtract, remave and dispose of all the oil and gs (except helium} in the |ands described in Item 3 together with the right to build
and mainiain necessary improvetnents thereupon for he term indicated below, subject to rencwal or extension in accordarce with the appropriate leasing authority. Rights granted are subject
applicable laws. the termns. conditions, and awached stipulations of this lease, the Secretary of the Interiar's regulations and formal orders in effect as of lease & e, dnd 10 regulations and formal
orders hercafier gromulgated when not inconsistent with lease rights granted or specific provisions of this lease, : :

NOQTE:, This lease is issued 10 the high bidder pursuant tnﬂﬂi@EW‘Eﬂed bid or nominstion form submitted under 43 CFR 3120 and It subject to the provisions of that bid or
nomination and those specified on this form. Bur Of Land M
f anagement

:00

A DEC 14 2005

Type and primary term of lezse: THE UNITED STATES OF AMERICA

o c .11'1 (Signing Officer)
NEVADA STATE OFFICE  Chilef, Branch of Minerals Adjudication JAN 0 5 200§

ENC" NEVADA | (Tite} . (D)
FEB 0 1 2006 NV

L1 Other EFFECTIVE DATE (F LEASE

(Continuad on reverse} ’ : BOOKW PAG?EU
. .-

¥ Moncompetitive ease {ten years)

I Competitive lense (ten years)




3 (1) Undenipned certifies that (13 offeror is n citiven of the Linited States; 2 msociation of such citizens; a municipality; or 4 comemtion organized under th:l:liu';ct' the United Siates or of anr-
Siate or Temilory thereaf; {2} all partiea hoiding an inerest in the offec are in compliance with 43 CFR, 3100 and the leasing nuthorities; (3) offeror's chargeable intereatdrfirect aod indirect, in eact

public domain and aoqu_irtrli l{ndu separately in the same State, do not exceed 246,080 acres in oil and gas leascs (of which up to 200,000 acres may be in oil and gl oplicre), or™300,000 acres §
leases in each leasing District in Alaska of which up to 200,000 acrrs may be in options, (4) offeror is not considertd 3 minar under the Jaws of Lhe State in which the tancefovergd by this offer are

located, (5) olferor is in compiinnce with qualifications cankoming Federal coal lease haldin

&S provided In 2ec. 2a)2)(A) of the Mineral Leasing Act; (6) olferor i# in compliance wilh reelamatior

requirements for all Federal oil and g2 leass holdings as required by see. 17(g} of the Mineral Leasing Act; and (7} offeror is not in violation of sec. 41.of the Act.
(b} Uadersigned ngrees that signature to this offer comstinaer acceptance of this lease, including all terms, conditions, and stipulaticns of which offerar has been given nctice, and any amcndimen
ar separale lease that may inciude any Jand deseribed in this offer open ta lensing at the time this offer wax Gled but omitted for any masca from this Jease. The offeror further agrees that Uys offe

canndl be withdrawn, either in whole or in puet, unless the withdmwal is recejved by the proper BLM State Office befors this lease, an amendment to this lease,

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

This offer will be rejected and will afford offeror na priority i i Is not properly completed and executed in accordunce with the r
payments. 18 U.5.C. Sec. 1001 makes it a crime for any person knowingly and willfully to make to any Department or agency of the Upled States

or represeritations as 1o any matter within lts Jurisdiction.

3™ 3
Duly exescied this __/‘ day of Lig ¢ e he,~

a s=paate lesse, whichever caver

v,

ations, or AL ls not accompanied by the required
alse, fictitious or frandulent siaiements

V‘;&

(Signature of Lessee or Attorney-in-facty

A i’"r
-~ /“}?‘Cd +

LEASE TERMS

See. 1, Renrals—Rentals shall be paid to Proper office of lessor in advance of each lease year,
Annual renal rates per acre or fraction thereof are:

(3} Noncompetitive lease, $1.50 for the first § years: thereafrer $2.00:
{b) Competitive |ease, $1.50; for the first S years; thereafter $200;
e} Other. see attachment, or

a: specified in regulations at the time this lease is issued,

If this leass or a portion thereof is comminted to an appraved cooperative or unil plan which
tneludes 2 well capable of producing leased esourees, and the plan comtains @ provision for
alioeation of production, royalties shall be paid on the production allocated o thiy Jease. Hawever,
annual rentals shall comtinue 1o be due ar the e specified in (2), (b}, or (s} for those lands
not within 1 panicipating area,

Failure to pay annuai renual, if duae, on or before the anniversary date of this Jease (or next
official working day if office is closed) shal] automatically terminate this lease by operation of
law. Rentals may be waived, reduced, ar suspended by the Secretary upon a sufficient showing
by lesses,

Sec. 2. Royslties—Royaities shall be paid (o proper nffice of lessor. Foyalties shall be computed
in accardance with regulations on preduciion removed or sold. Royalty rates are:

(a} Moncompetitive lease, 12%%;
{b) Competitive lease, 121 %;
(€) Other, see attachment: or
a3 specificd in regulntions at the time this lease i issued,

Lassar reserves the right 10 specify whether royaity is 10 be paid in vaiue or in kind, and the
right o esublish reasonabie minimum values on producis afier giving lesses notice and an
Opporiunity 1o be heard, When paid in value, rayalties shail 5e due asd payable on the [asi day
of the month following the month in which production occurced, When paid in kind, production
shall be deliversd, unless otherwise agreed o by lessor, in tmerchantable condition on the premises
where produced without cost to lassor. Lesses shall not be required 1o hold such preduction
in storage bevond the last day of the month following the month in which praduction occurred,
fior shall lgssee be heid liable for loss or destruction of rayalty oil or other products in storage
{rum ¢auses beyond the reasonable control of lessee,

Minimurm royalty in lieu of rental of 20t less than the renta which atherwise would be required
for that lease year shal! be payable at the end of cach lease year beginning on or after & discovery
in paying quentities. This minimum royalty may be waived, suspended, or reduced, and the
above ravalty rates may be reduced, for all or portions of thig lease if the Secretary determines
that such action is necessary 1o encourage the greatest ultimate recovery of the [eased resourees,
or is oillerwise justified.

An interesi cherge shall be assessed on late rayaity payments or underpayments in accordance
with the Federal Ol and Gas Royaley Management Act of 1982 (FOGRMA} (30 U.5.C. 1701).
Lessee shall be linble for royalty psymenus en oil and g5 lost or wasted from a lease silc when
such loss or waste is due tonegligence on the part of the operator, or due o the failure to comply
with any rule, regulation, order, or cicavion issusd ynder FOGRMA or the leasing authority.

Sec. 3. Bonds—A bond shall be filed and mainaiped for lease operations a3 required Gnder
regulations,

Sec. 3. Diligeree, rate of development, unitization, and drainege—[sssee shall exercise reasonable
diligence in developing and producing, and shall prevent unrecessary damage o, loss of, or
waste 0f leased resources. Lassor reserves right to specify rates of devedopment and production
tn the public interest and to require lessee 1o subscribe 10 2 <oOperative or unit plan, within 30
duys of notics, if deermed necessary for proper development and eperation of arca, field, or pool
embracing these jeased lands. Lesses shadl drill and produce wells necessary to protect leased
lunds from drainage of pay compentatary royalty for drainage in amount determined by lessor.

Sec. 3. Documents, evidence; and inspection—Lessee shadl file with proper office of lessor,
nat tates than 30 days afier effective date thereof, any contract or evidence of other arrangement
for saic or dispasal of production. At such limes and in such form ag lessor may preseribe, lesses
shall furnish detailed statements showing amounts and-quatity of all provducts removed and sold,
proceads therefrom, and umount used for production purposes or unavoidably lege. Lesses may
be required 1o provide plan and. schematic diagrams showing development work and
improvements, and feports with respect la parties in interest, espenditures, and depreciation
crsts. In the form peeseribed by lessor, lessee shai] keep 2 daily drilling record, a bog, information
on well surveys und tests, and & record of subsurface investigations and furnish copies 10 lessor
when reguired. Lessce shall keep apencat all reasonable times for inspection by any suthorized
wlficer of lessor, the leased premises anc all wells, improvemens, machinery, and fiztures therson,
and all books, accounts, maps, and records relative to operations, surveys, or investigations
oh ar in the leased Innds, Lessee shail maintain copics of it contracts, sales ngraements, accounting
records, and documentation such as billings, invoices, or similar documentation that UPPOTTE

ensts claimed a5 manufacturing, preparation, and/or trensportation costs. All such records shall
be maintained in lesses's accounting offices for future audit by lessor. Lesses shall maintain
‘required records for & years after they are generated or, if an audil or investigation is underway.
until released of the obfigation 10 mainmin such records by lessor.

During existence of this lease, information chesined under this section shail be closed to
inspection by the publi¢ in accordance with the Freedom of Information Act (5 U.5.C. 552).
Sec. 6. Conduct of operations—Lessee shall conduct operations in 4 manner that minimizes adverse
impacts to the land, air; and water, to cultural, biological, visual, and vther résources, and o
other land wses or users. Lessee shall ke reasonable measures deemed necessary by lessor 10
accomplish the intent of this section. To the extent consistent with lease rights granted, such
measurcs may include, but are not limited to, modification to siting or design of facilities, timing
of operations, and specification of Interim and final reclamation measures. Lessor FESEIVES the
Tight o continue existing uaes and (o suthorize future uses upcn or in the leased lands, including
the appeovel of ezsements or rights-of-way. Such uses shall be conditioned 50 a5 to prevent

Iy or unr ble interference with rights of lesses,

Prior 10 disturbing the sacface of the lessed lands, lessee shall contact lessor to be apprised
of procedures to be followed and modifications or reclamation measures that may be necessary.
Areas to be disturbed may require inventories ar special studies to determine the extent of impacts
to other resources. Lesses may be required to complete minaf inventories or shor term special
smdies under guidelines provided by lessor. If in the conducr of aperations, threatened or
endangered specics, objects of historic or scientific interest, or substantial unanticipated
environmental effects are observed, lesser shall immediately contact lessor. Lessee shall cease
any operations that would resele in the destruction of sach species or objects.

Sec. 7. Mining operatians—To the extent that impacts from mining operatians wouid be
substantiaily ditferent o greater than those associated with normnal drilling operations, lessor
resarves the right 10 deny approval of such operations.

.3ec. 8. Extraction of helium—Lassor reszrves the aptian of extracting or having extracted helium

from gas production ina manner specified and by means provided by lessor at no expense or
boas 10 lessee ar owner of the gas. Lessee shall include in any contract of sale of gas the provisions
of this section.

Sec. 9. Damages o property—Lessee shall pay lessor for damage to iessor's improvements,
and shall save and hald lessor harmless from ali claims for dumage or harm to persons or property
as z result of lease operations.

Set. 10. Protection of diverse interests and equal opporiunily—Lessee shalt: pay when dus all
taxes Jgally assessed and levied under laws of the State or the United States: accord all employess
vomplete (recdom of purchase; pay all wages ai least twice sach month in lawful money of ihe
United States; maintain a safe working environment in accordance with standard industry practices:
and Izke measures necessary 1o protect the health and safety of the public.

Lessor reserves the right to ensure that production is sold at reasonable pn'c::s and to prevent
monopoly. If lessee operates a pipeline, or owns controfling interest in a pip=line or 2 company
operating a pipeline, which may be operated accessibie to oif derived from these leased lands,
lessee shall comply with section 28 of the Mineral Leasing Aet of 1920,

-Lesses shail comply with Executive Order No. [ 1246 of September 24, 1965, as um:n}ied,
and reguiations and relevant orders of the Secretary of Labor issued pursuant thereto. Neither
less=e nor Jessee’s subcontractors shelf maintajn segregated facilivies.

Sec. 11. Transfer of lease inierests and relinquishment of lease—As required by reguiations,
lessee shali file with lessor sny assignment or other transfer of 1n interest in this lease. Legses
may relinquish this lease or any legal subdivision by filing in the proper affice a \rvril?en
relinquishment, which shal} be effective as of the date of fling, subject to the continued ubligation
of the lessee and surety 1o pay 2l) accrued rentals and royaities.

Sec. 12. Delivery of premises—At such time as all or partions of this lense are relurm?d 10 iessor,
leasce shall place affccted wells in condition for suspension or sbandonment, reclaim ihe iang
a1 apecified by lessor and, within a ressonable period of fime, remave equipment and
improvements not deamed necessary by lessor for preservation of producible weils,

Sec. 13, Proceedings in nase of defauit—! |essee fails Lo compiy with any pruvi_sions of this
lease, and the noncompliance continues for 30 days after weirten notice thereof, this lease st«__nll
be subject to cancellation unless or until the leaschold contains = well capabte of production
of oil or gas in paying quantities, or the lease is committed 10 an approved conperative or unit
plan or communitization agreement which contains a wedl capable of preduciion of unitized
substances in paying quantitics. This provision shall not be construed to prevent the excrcise
by lessar of any other legal and cquitable remedy, including waiver of the defauit. Any such
remedy or waiver shall not prevent fater caneeilstion for the same default occutring ar any other
time. Lacsee sha] be subject to spplicable provisions and penaliies of FOGRMA {30 U.5.C. L701).
Sec. 14, Heirs and suceessors-in-interest—Each obligation of this lease shall exiend to and be
binding upon, and every benefit hereof shall inure to the heiss, executors, sdmimstraiors,
succeasors, beneficiaries, or assigness of the respective parties hercto,

O w213 w101



THE FOLLOWING NOTICE WILL BE ATTACHED TO ALL ISSUED LEASES

NOTICE TO LESSEE

Provisions ot 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, 197¢, and who is net producing coal
in commercial quantities from each such lease, cannot quality 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 lessee as
assignor or as transferor has falsely certitied compliance with Section 2(a)(2){(A) or (2) because of a
denial or disapproval by a 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 protectiou 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)(2XA) 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 surface use is allowed during the following time period(s). This supulation does not apply to operations and
maintenance of production facilities. On the land described below: -

Desert Tortoise Habitat
No surface use 1s allowed from March 15 to October 15,
Authority: pp. 35, 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

OG-047-7

35
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CONTROLLED SURFACE USE STIPULATION

Open to leasing with minor restrictions (controiled surface use).

Desert Tortoise Habitat .

Unless otherwise authorized. access o this leasehold, and operations will be limited ta the existing roads and trails.
Authority: pp. 56, Approved Calinete Management Framework Plan Aimendment and Recard 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-047-8

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 permut to drill and development of the mitigatton 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 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.

Descripuon of Lands

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

0G-047-9

37
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