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UNID STATES DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT
Nevada State Qffice
1340 Financial Boulevard
Renc, Nevada 88502

I HEREBY ddare under penalty of perjury that the
attached reoduction is a copy of documents on file in

this officef which I am the official custodian.

IN TESTIMOI WHEREOF I have hereunto subscribed my name

and caused e seal of this office to be affixed on

A
this 7 v of MGT'C-{/\ AOS R, Reno, Nevada.

//d,uao() //( ol S SEAL )

(Authorized Signature) "-""}3-{:“1{& )5

. eoy
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Serial No.
N-65584

AWETib T D STATES
Aer 1992) DEPARTM . OF THE INTERIOR
BUREAU CGAND MANAGEMENT

OFFER TO LEASE A LEASE FOR OIL AND GAS

The undersigned (reverse) offers to lease all or any of the lands :m 2 that are available for lease pursuant to the Mineral Leasing Act of (920, as amended and supplemented (30 U.5.C. 141
't 56q.), the Mineral Leating Act for Acquired Lands of 1947, mended (30 U.5.C, 351-35%, the Attorney General's Opinion of April 2. 1941 {40 Op. Atty. Gen. 41), or the

READ INSTRUCTIONS BEFORE COMPLETING

Yates Petroleum (p.
105 South Fourth reet
Artesia, NM 882

Name
Street

Ciry. State. Zip Code

{2 ACQUIRED LANDS (percest U.S. interest _______ )

;1999

. This application/offer/lease is for: (Check only One) }..(.l FUI DOMAIN LANDS
‘ Unit/Project

Surface managing agency if other than BLM:

*Sale Date (m/diy), 06 ; 08

Legal description of land requested: *Parce) No.._NY—99-06-0027
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIOR TOMPLETING PARCEL NUMBER AND SALE DATE.

T. R. Meridian State County
239§
Tatal acres applied for _’2@1
Amount reminted: Filing fee § ng___ Rental fee § 3348.00 Total § —3‘4‘2.3—-‘0—0
B3 D
DO NOT WRITE BELOW THIS LINE
. Land included in lease:
T. 27 N. R 5] E. Meridian MD State NV Couty ' Eureka
sec. 11, ali; fAecord Posted Date By
sec. 12, all;
sec. 13, lots 1-4, Wi MI Plat e
sec. 14, all. 0G Piat hﬂ*gg— S
USE Plat
Hi Plat
CD1 Filming . .
Toual acres in lease _,_2231;82
Remal retained § __M
BES X Ll

ms lease is issued granting the exclusive right to drill for. mine. :c1, remove and dispose of all the oil and gas fexcepr helium) in the lands described in ltem 3 together with the right to build
'd maintain necessary improvements thereupon for the term inodl below, subject 10 renewal or extension in accordance with the appropriate leasing authority. Rights granted are subject to
»plicable laws, the terms, conditions, and attached stipulations o :tase, the Secretary of the Interior’s regulations and formal orders in effect as of lease issuance, and lo regulations and formal

ders hereafter promuigated when not inconsistent with lease 1 granted or specific provisions of this {ease.

OTE: This lense Is issued to the high bidder pursuant (v hr duly executed bid or nomination form submitted under 43 CFR 3120 and is subject to the provisions of that bid or
wnination and those specified on this form. '

/pe and primary term of lease: THE UNITED STATES OF AMERICA
A R B

by %A—)&’%%‘?
\;f / {Signing Officer)
Min ralS/xﬁjudic tidn Team Leader
N

(Ttle)
EFFECTIVE DATE QFTease _Juty 1, 1999

Noncompetitive lease (ten years)

June 9, 1999
(Date} ‘ '

Competitive lease (ten years)

2

Other

[wy o]
[ == )
o)
&=
i

e

‘ortinued on reverse)



Jodensigned certifies that (1) offeror §s a citizen of the :d States; an association of such citizens; a municipality; or a corporalion organized under the laws of the United Siates ar of any

« Territory thereof; {2) all parties holding an inferest in iter are in compliance with 43 CFI 3100 and the leasing authoritics; (3) offeror's chargeable inlesests, direet and indirect, jo each

< domain and acquired lands separately in the same Stanr ot exceed 246,080 acres in oil and gas feases (of which up to 200,000 acres may be in il and gas opticns), or 300,000 actes in

ses i each leasing Distriet In Alaska of which up to 200,01 may be in options, (4) offeror is not considered a minor under the laws of the State in which the lands covered by this oifer are

xaled; {5y offercr is'in compiiance witl qualificauons conue: tederal coal lease holdings provided in sec. 2a)2)(A) of the Mineral Leasing Agl; (6) offeror is in compliance with reclamation
sequirements for all Federal oil and gas ivase boldings as requiv see, 17(g) of the Mineral Leasing Act; and (7) offeror is not in violation of sec. 41 of the Act.

(b) Undersigned agrees that signature to this offer constituterplance of this lease, including all Llerms, conditions, and stipulations of which offeror bas been given notice, and any amendment

or separate lease that may include any land descrited in this sipen to leasing at the time this offer was fled but omitted for any reason from this lease. The offeror further agrees that this offer

cannot be withdrawn, either in whole or in part, unless the witwal is received by the proper BLM State Gifice before this lease, an amendment to this lease, or a separate lease, whichever covers

the land described in the withdrawal, has been signed on behalt ¢ United States.

This offer will be rejected and will afford offervr no prica! it is not pruperly completed and execuled in accordance with the regulations, or if it is not accompanied by the required
paymests, 18 U.S.C. Sec. 1001 makes it a crime for any persiowingly and willfuily to muke to any Department or agency of the United States any false, fictitious or fraudulent statements

or represeniations a3 to any matter within its jurisdictior

Duly executed this day of

.18

(Signature of Lessee or Artorney-in-fact)

LEASE TERMS

Sec. 1. Rentals—Rentais shall be paid 1o proper office of lessor vance of cach lease year.
Annual rentai rates per acre or fraction thereof are:

(a}) MNuncompetitive lease. $1.50 for the fust 5 years; therr $2.60:
(b) Competitive iease, $1.50; for the first 5 years; thereafter J,
(¢) Onher, see attachment, or

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

If this iease or a portion thereof is coinmined o an approved ¢rutive or unit plan which
includes a well capabie of producing leased eesources, and this contains a provision for
allocation or production, royalties shall be paid on the production ated 1o this lease. However,
annual rentals shall continue to be due at the rate specified i b}, or () for those lands
not within a participating area.

Failure to pay annual rental, if due, on or before the annive date of this lease (or next
official working day if office is closed) shall automatically term this lease by operation of
law. Rentals may be waived, reduced, or suspended by the Secr apon a sufficient showing
by lessee.

Sec. 2. Royalties—Royalties shall be paid to proper office of lesxoyalties shall be computed
in accordance with regulations on production removed or solo; aity rates arc: -

(a) Noucompetitive lease, 12'4%;
(o) Competitive lease, (2% %,
(c) Onher, see artachment; or
as specified in regulations at the time this lease is issued.

Lessor reserves the right 10 specify whether royaity is to be m value or in kind, and the
right to establish reasonable minimum values on products attving lessee notice and an
opportunity to be heard. When paid in value, royalties shall be ad payable on the last day
of the month foilowing the month in which production occurred. @ paid in kind, production
shall be delivered, unless otherwise agreed to by lessor, in merchac condition on the premises
where produced without cost to lessor, Lessee shall not be rea to hold such production
in storage beyond the last day of the month foliowing the monthyich production occurved,
nor shall lessee be held liable for loss or destruction of royalty ¢ other products in storage
from causes beyond the reasonable control of lessee,

Minimum royalty in lieu of rental of not less than the rental wincerwise would be required
for that lease year shall be payable at the end of each lease year bung on or after a discovery
n paying quantities. This minimum royalty miay be waived, saled, or reduced,-and the
ibove royalty rates may be reduced, for all or portions of this le: the Secretary determines
that such action is necessary to encourage the greazest uitimate rery of the leased resources.
or is otherwise justified.

An interest charge shall be assessed on late royaity payments o rpayments in accordance
with the Federal Oil and Gas Royalty Management Act of 1982 [RMA) (30 U.S.C. 1701).
Lesses shall be liabie for royalty payments on oil and gas lost er-«l from a lease site when
such loss or waste is due 1o negligence on the part of the operator « to the failure 1o comply
with any rule, regulation, order, or citation issued under FOUL or the leasing autharity.

Sec. 3. Bonds—A bond shall be filed and maintained for leas: ations as required ender
‘eguiations.

sec. 4. Diligeace, rate of development, unitization, and druinage--+: shall exercise reasonable
filigence in developing and producing, and chall prevent unne:y damage 1o, loss of, or
wastc of leased resources. Lessor reserves nght to specify rates »tiopment and producticn
n the pubtic intercit and 1o require lessee to subscribe to a congve or unit pian, within 30
tays of notice, if deered hecessary for proper development and oion of area, field, or pool
:mbracing these leased lands. Lesses shall drill and preduce weicessary lo protect leased
unds from drainage or pay compensatory royally for drainage w it determined by lessor.

»c. 5. Documents, evidence, and inspection—Lesses shall e proper office of lessor,
1ot lates than 30 days after effective date thereof, any contract or mee of other arrangement
or sale or disposal of production. At such times and in such forra-isor may prescribe, lessee
shall funish detaited statements showing amounts and quality o1 wlucts removed and sold.
sroceeds therefrom, and amouns used for preduction purposes o- vidably jost, Lessee may
¢ required to provide plats and schematic diagrams sha development work and
mprovements, and reports with respect to parties in interest, aditures, and depreciation
usis. In the fonm prescribed by lessor, lessee shall keep a daily dr record, a log, information
wm well surveys and tests, and a record of subsurface investigaticud furnish copies to lessor
vhen required. Lessee shall keop open at all reasonable times toosction by any authorized
ifficer of lessor, the leased premises and ali well3, improvements. v ery, and Rxrures thereen,
nd ail beeks. accounts. maps, and records relative o operatisurveys, or investigations
n oy in the feased lands. Lessee shall maintain copies of all contractes agrecments, accounting
ceords, and documeniation such as billings. mvoices, or similarnentation that supports

costs claimed as manufacturing, preparation, and/or transportation costs, All such records shall
be maintained in lessee’s accounting offices for future audit by lessor. Lessee shall maintain
required recerds for 6 years after they are gencrated or, if an audit or investigation is underway,
until reteased of the obligation to maintain such records by lessor.

During existence cf this lease, information obtained under this section shall be closed to
inspection by the public in accordance with the Freedom of Information Act (5 U.5.C. 552).
Sec. 6. Conduct of operations—Lessee shall conduct operations in a manner that minimizes adverse
impacts to the land, air, and water, to cultural, biological, viseal, and other resources, and to
other tand uses or users. Lessee shall take reasonabie measures deemed necessary by lessor to
accomplish the intcnt of this section. To the extent consistent with lease rights granted, such
measures may include, but are not limited to, modification to siting or design of facilities, dming
of operations., and specification of interim and final reclamation measures. Lessor reserves the
right to continue existing uses and to authorize future uses upon or in the leased lands, including
the approval "0f easements or righis-of-way. Such uses shall be conditioned 50 as to prevent
unngcessary or unreasonabic intcrference with rights of lessee.

Privr to disturbing the surface of the leased lands, lessee shall contact lessor 10 be apprised
of procedures to be followed and modifications or reclamation measures that may bt necessary.
Areas o be distirbed roay require inventories or special studies to determine the extent of impacts
to other resources. Lessee may be required to complete minor inventories or short term special
studies under guidelines provided by lessor. If in the conduct of operations, threatened or
endangered species, objects of historic or scientific inlerest, or substantial unanticipated
environmental effects are observed, lessee shall immediately contact lessor. Lessee shall cease
any operations that would resalt in the destruction of such species or objects.

Sec. 7. Mining operations—To the extent that impacts from mining operations would be
substantiaily different or greater than those associated with normal dnllmg operations, lessor
reserves the right to deny approval of such operations,

Sec. 8. Extraction of helium—Lessor reserves the option of extracting or having extracted helium
from gas production in a manner specified and by means provided by lessor at no expensc or
loss to lesses or vwaer of the gas. Lessee shall include in any contract of sale of gas the provisions
of this section.

Sec. 9. Damages io property —[essee shall pay lessor for damage 10 lessor’s improvemeitts,
and shall save and hold lessorharmiess from all claims for damage or harm to persons or properry
as a result of lease operations.

Sec. 10. Protection of diverse ineresis and equal opportunity—Lessce shall: pay when duc all
taxes legally assessed and levied under laws of the State or the United States; accord all empioyees
compiete freedom of purchase; pay all wages at least twice each month in lawful money of the
United States; maintain a safe working environment in accordance with standard industry practices;
and take measures necessary to protect the health and safery of the public.

Lessor reserves the righl to ensure that production is soid at reasonable prices and to prevent
monopoly. If lessee operates a pipeline, or owns controlling interest in a pipeline or a company
operating a pipeline, which may be operated accessibie to oil derived from these lcased lands,
lessee shall comply with section 28 of the Mineral Leasing Act of 1920.

Lessee shall comply with Executive ©Order No. 11246 of September 24, 1965, as amended,
and regulation® and relevant orders of the Secretary of Labor issued pursuant thereto. Neither
lessee not lessee's subcontractors shall maintain segregated facilities.

Sec. 11, Transfer of lease interests and relinquishment of lease—As required by regulations,
lessee shall file with lessor any assignment or other transfer of an interest in this lease. Lessee
may relinquish this lease or any legal subdivision by filing in the proper office a written
relinquishmeni, which shall be effective as of the date of filing, subject to the continued obligation
of the lessee and surety to pay all accrued rentals and royaities.

Sec. 12. Delivery of premises— Al such time as ali or portions of this lease are returned to lessor,
lessee shall place affected weils in condition for suspension or abandonment, reclaim the land,
as specified by lessor and, within a reasonable period of time, remove equipment and
improvements not deemed necessary by lessor for preservation of producible wells.

Sec. 13. Procgedings in case of defaudt—[f lessee fails to comply with any provisions of this
lease, and the noncompliance continues for 30 days after written notice thereof, this lease shall
be subject to cancellation unjess or until the leasehold contains a well capable of production
of 01] or gas it paying quantities, or the lease is comunitted to an approved cooperative or unit
plan or communitization agreement which contains a well capable of production of unitized
substances in paying quantities. This provision shall not be construed to prevent the exercise
by lessor of any other legal and equiiable remedy, including waiver of the default. Any such
remedy or waiver shall not prevent Jater cancellation for the same default occurring at any other
time. Lessee shail be subject to applicable provisions and penaities of FOGRMA (30 U.S5.C. 17013,

Sec. 14. Heirs and successors-in-interest~-Each obligation of this lease shall extend to and be
binding upen. and every benefit hereof shall inure to the heirs. executors, administrators.
successors, beneficiaries, or assignees of the respective parties hersto,
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this lease due Lo noncomiance with Section 2(a) (2) (A) -

4

A2

NOTICE TO LESSEE

&
yrovisions of the Mineral asing Act (MLA) of 1920, as amended by the Federal ‘i
coal Leasing Amendments pcof 1976, affect an entity's qualifications to obtain %
ap oil and gas lease. Sewon 2(a) (2) (A) of the MLA, 30 U.S.C. 201(a) (2} (B), "
raquires that any entity += holds and has held a Faderal coal lease for 10 E
years peginning omn oI aft-August 4. 1976, and who is not producing coal in &

commercial quantities frowach such lease, cannot gqualify for the is
any other lease granted ur® the MLA. Compliance DY coal lessees wi
z(a)(Z)(A] is explained iv3 CFR 3472.

i

,_M@Mmﬁmﬁﬁﬁﬂ%

guanca of
+h Section

1n accordance with the te’ of this oil and gas ieasa with resp
by the initial lessee witIualifications concerning Federal coa
all assignees and transfe#s are hereby notified that this oil and gas lease is
subject to cancellation i (1) the initial lessee ag assignor or asg transferor
nas falselY certified coniance with Section 2(a) (2) (A) oT {2) because of a

denial oYX disapproval by State office of a pending coal action, i.a., arms-

jength assignment, relin¢shment, or logical mining unit, the initial lessee as
assignor ox a8 transfercy3 RO longer in compliance with Section 2(a) {2)(a).

The assignes OT transfer 4008 not qualify as & pona fide purchaser
nas no rights to bona £i purchaser protaction in the even

act to compliance
1 lease holdings,

and, thus,
t of cancellation of

information regarding asJnor or transferor compliance with Section 2(a) (2) (&)
is contained in the leas-ase file as well as in other Bureau of Land Managament
records available throughhe gtata Office issuing this lease.
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PRAIRIE FALCON SPECIAL STIPULATION

The following descr:d lands have been identified as favorable habitat
supporting relative high population densities of prairie falcons. There-
fore, prior to entr:nto the lands within the described areas, the lessee
(operator) will dis:s the proposed activities with the appropriate Bureau of
Land Management’s azorized cfficer who may require additional measures for
the protection of pirie falcons. Such measures may include:

a. No surface:cupancy of selected areas.

b, Restricticsf activity near nest sites during the
months of tch through June.

Description of Lands

PARCEL NV-99-06-00X ALL LANDS
thru
PARCEL NV-98-06-00z ALL LANDS

11
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UNITED STATE.
DEPARTMENT OF THE INRIOR ,

FORM APPROVED
BUREAU OF LAND MANAMENT e 0040074

COMPETITIVE OIL AND & OR Expires: November 30, 1996
GEOTHERMAL RESQURCES ASE BID
- 30 U.S.C. 181 et seq.; 30 U.5 151-359; State Date of sale

30 U.5.C. 1001-1025; 42 U.: 6508 /VV é ~§-77

AMOUNT OF BID (See Instructions below)

TOTAL BID PAYME{EI'!'TEUB?INDMTTED

PARCEL NUMBEF

THE BID 1S FOR (Check one) :

] Oil and Gas Parcel Number M/" ?d@ /27 ﬁ XC/// 5"}‘2 05767 ﬁ;% ;9_268‘]

] Geothermal Parcel Number
Name of Known Geothermal Resource A(KGRA)

The appropriate regulations applicable to this are: (1) for oil and gas leases—43 CFR 3120; (2} for National Petroleum Reserve-Alaska (NPR-A)
leases—43 CFR 3132; and (3) for Geothermai wurces leases—43 CFR 3220. (See details concerning lease qualifications on reverse.}

LCERTIFY THAT 1 have read and am in compi:s with, and not in violation of, the lessee qualification requirements under the applicable regulations
for this bid. ‘

| CERTIFY THAT this bid is not in violation o 1.S.C. 1860. which prohibits unlawfuf combination or intimidation of bidders. I further certify that
this bid was arrived at independently and is tered without collusion with any other bidder for the purpose of restricting competition.

IMPORTANT NOTICE: Execution of this fi. where the offer is the high bid, constitutes a binding lease offer, including all applicable terms and
conditions. Failure to comply with the applicaiuws and regulations under which this bid is made shall result in rejection of the bid and forfeiture of

all monies submitted.

YATES PETROLS CORPORATIOR: L7
Print or T3pBISth Ste [ Signafure of Lessee or Bidder

Artesia, NM 8D
(505) 748-147.

Address of Lessee

City State Zip Code
INSTRUCTIONS
INSTRUCTIONS FOR QIL ANP.S BID INSTRUCTIONS FOR GEOTHERMAL OR
{Except NPR-A) NPR-A OIL AND GAS BID
|. Separate bid for cach parceiis required. Idey parcel by the parcel 1. Separate bid for each parcel is required. Identify parcel by the
number assigned in the Notice of Competr Lease Sale. numbegr assigned to a tract,

2. Bid must be accompanied by the national xnum acceptable bid,
the first year’s rental and the administrative The remitiance must
be in the form specified in 43 CFR 3103.1.he remainder of the
bonus bid, if any, must be submitted to the pzr BLM office within
10 working days after the last day of the . auction. Failure to
submit the remainder of the bonus bid wir 10 working days will 3. Mark envelope Bid for Geathermai Resources Lease in (Name of
result in rejection of the bid offer and fortre of allmonies paid. KGRA) or Bid for NPR-A Lease, as appropriate. Be sure correct

parcel number of tract on which bid is submitted and date of bid

opening are noted plainly on envelope. No bid may be maodified or

2. Bid must be accompanied by one-fifth of the total amount of bid. The
remittance must be in the form specified in 43 CFR 3220.4 for a
Geothermal Resources bid and 3132.2 for a NPR-A lease bid.

3. 1f bidder is mot the sole party in interest in tzase for which the bid

igsubmiyid, all other parties in inlerest nue requnr;l:d Lo ;:urmsh withdrawn unless such modification or withdrawal is received prior
evidence of their qualifications upon written Jest by the authorized to time fixed for opening of bids.
officer.

4. This bid may be cxecuted (signed) before nral auction. if signed 4. Mail or deliver bid to the proper BLM office or place indicated in the
before the oral auction, this form cannot bodified without being Notice of Competitive Lease Sule.
executed again.

5. In view of the above reguirement (4), bir may wish to Jeave 5. If bidder is not the sole party in interest in the lease for which bid is
AMOUNT OF EID section blank so that « bid amount may be submitted, all cther parties in interest may be required to furnish
either completed by the bidder or the Buruf Land Management evidence of their qualifications upon written request by the authorized
al the oral auctian. officer. s

Titie 18 U.S.C. Section 1001, makes it a crims any person knowingly and willfully to make to any deparB‘ﬁ}{r}K@ #by@%@ﬁe@&ates any

false, fictitious or fraudulent statemenis or reicntations as to any matler within its jurisdiction.
ABEFICIAL 20T ponw Foarm 3W00L72 (Mav 1994)

Framiinriod Aan vounrcal
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