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UNID STATES DEPARTMENT OF THE INTERICR
BUREAU OF LAND MANAGEMENT
Nevada State QOffice
1340 Financial Boulevard
Reno, Nevada 83502

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

this officof which I am the official custodian.

IN TESTIMC' WHEREOF I have hereunto subscribed my name

and caused @ seal of this office to be affixed on

this Ed v of GZM:)’/M/?{ Lo X , Reno, Nevada.

i

Cer AL
Q@M /énw( Ahlﬁed

Aqﬁhorlzea Signature) -~
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$100-11b “ITED STATES

aober 1992) DEPAr.. NT OF THE INTERIOR Seriat No.
' BUREAU LAND MANAGEMENT
OFFER TO LEASEND LEASE FOR OIL AND GAS N-75934

The undersigned (reverse) offers to lease all or any of the - 1n Item 2 that are available for lease pursuant to the Mineral Leasing Act of 1920, as amended and supplemented {30 U.5.C. 181
e1 seq.). the Mineral Leasing Act for Acquired Lands of . as amended (30 U.5.C. 351-359). the Anorney General's Opinion of April 2. 1941 (40 Op. Atty. Gen. 41). or the

READ INSTRUCTIONS BEFORE COMPLETING

i. Name Lacy Properties,’D., A Texas Limited Partnership
Street 222 East Tyler taet

City. Sute, Zip Code Longview, TX 733

2. This appiication/offer/iease is for: (Check oniy One) UBLIC DOMAIN LANDS
Surface managing agency if other than BLM:
Legal description of land requested: *Parcel No.: NV-02-06-0002

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

*Sale Date (midiy): 06 11, 2002
*SEE ITEM 2 IN INSTRUCTIONS BELOW PRIQJ COMPLETING PARCEL NUMBER AND SALE DATE. C,
T. R. Meridian State County me
ol &S
Total acres applied for 2555.16
Amount remitted: Filing fee $ & Rental fee $ 3834.00 Total $ 3909.00

DO NOT WRITE BELOW THIS LINE

3. Land inciuded in lease:

T 26 N. R- 50 E. Meridian vy Sue gy Couy  Fureka

sec. 03, lots 1- S2N2, S52;
sec. 04, lots 1l- 52N2, S52;
sec. 09, all;
sec. 10, all. - sord Posted Catn By

[T

3™
LEE Plat —ebremare———
H} Plat Total acres in lease 2555.16
D1 Fitming Rental reined § 389400

This lease is issued granting the excusive right to drill for. . extract, remove and dispose of all the oil and gas {excep: helium) in the lands described in Item 3 together with the right to build
and maintain necessary tmprovements thergupon for the tericated below, subject to renewal or extension in accordance with the appropriate leasing authority. Rights granied are subject to
applicable laws. the terms. conditions, and attached stipula:uf this lease, the Secretary of the Interior’s regulations and formal orders in cifect as of lease issuance, and to regulations and formal
orders hereafter promuigaied when not inconsistent with ie:ghts granted or specific provisions of this lease.

NOTE: This lease is issued to the high bidder pursuant s/her duly executed bid or nomination form submitted under 43 CFR 3120 and is subject 1o the provisions of that bid or
nomination and those specified on this form.

Type and primary term of lease: THE UNITED STATES OF AMERICA
O Noncompetitive lease (len years) /j‘/ A Ry e /_:ﬁ;’wmﬁ___—-""' ’
. ! >{ fSlgnmg Officer)
¥ Competitive lease (ten years) Mineral Ad]ud’i tlonf'l‘eam Leader  June 18, 2002
' (T (Date)
03 Other L34 QPAGEQBES  errective pate oF tease _ JUty 01, 2002

{Cnntinued an revercel



renilery thereof; (2) ali pactivs helding an incin e offer ace o compliaace with 43 CFR 3100 and the l;:;u;iﬁ;:; i.lUl‘i‘lL-‘I"illL'S'

-domain and acquired lands separately o the sar e

i (3) elterods chargesble interents, divect amd indicat, in each

; ! ired o do not exceed 246,080 acres in ol and gas lases {of which up te 200,600 aeres e be in il and £as options), or JU0,U0U acres in
< i each leasing District in Alaska of which up te 10 acres may be in opdons, (4} offeror is not corsidered a winor under the laws of e State in

which the lands covered by this offer are

,cat.ed; (5) efferer is in compliance with qualifications cming Federal coal lease holdings provided in sec. 2(a)2YA) of the Mineral Leasing Act; (6) olfercr is in compliasce with reclamation
requiremets For all Fedsral il and gas lease holdings aw red by see, 17(g) of the Mineral Leasing Act; and {7} afferer is not in violation of see. 41 of the Act.
{(b) Undersigned agrees that signature to this offer cones acceptance of this lease, including all terms, conditions, and stipulations of which offeror bas heen given nolice, and any amendment

ot separate lease that may include any land described ir ifer open to leasing at the time this offer was fil
cannot be withdrawn, either in whole or in pact, uniess sdtbdrawal is received by the proper BLM State Office before this fease, an ameadment Lo this lease, or

the land deseribed in the withdrawal, has been signed on 1f of the United States,

¢d but amitted for any neason from tis lease, The offeror further agrees that this offec
a sepanate lease, whichever covers

This offer will be rejected and will afford offeror nurity if it is not properly completed and executed in accordance with the regalations, or if it is not accompanied by the required
payments. 18 U.5.C. Sec. 1601 makes it a crisne for amson knowingly and willfully to make to any Department or agency of the United States any folse, fictitious or froudulent siziements

or representations as {¢ any matter within its jurison.

Duly executed this day of

L9

(Signature of Lessee or Atterney-in-fact)

LEASE TERMS

Sec. |. Remtals—Rentals shall be paid to proper office oo in advance of each lease yeur,
Annual rental rates per acre or fraction thereo! arc:

(a) Noncompetitive lease. $1.50 for the first 5 yzars: :after $2.04:
{(b) Competitive lease, $1.50; for the first 3 years; thiere 2.00;
(¢} Other, see attachment, or

as specified in regulations at the time this lease is issu

if this lease or a portion thereof is committed to an aggd cooperative or unit plan which
includes a well capable of producing leased resources. hic plan conlains a pravision for
allocation of production, royalties shall be paid on the proan allocated 1o this lease, However,
amnual rentals shall continue to be due at the rate specu (1), (b}, or (c) for these lands
not within a participating area.

Failure 1o pay annual rentai, if due, on or before the setsary date of this lease {or next
official working day if office is closed) shail automaticaininate this lease by operation of
law. Rentals may be waived, reduced. or suspended by turctary upon a sufficient showing
by lessee.

Sec. 2. Royaliies—Ruoyalties shall be paid 1o proper offive sor. Royalties shall be computed
in accordance with regulations on production removed 23, Royalty rates are:

(a) Noncompetitive lease, 12% %,
(b) Competitive lcase, 124 %;
(c) Other, see attachment; or
as specified in regulations at the time this lease is issu:

Lessor reserves the right to specify whether royalty is paid in value or in kind, and the
right to estabiish reasonable minimum values on procurwer giving lessee notice and an
opportunity to be heard. When paid in valye, royalties st due and payabie on the last day
of the month following the month in which production ocu1. When paid in kind, production
shall be delivered, unless otherwise agreed 10 by lessor, in nantable condition on the premises
where produced without cost to lessor, Lessee shall not xuired to hold such production
in storage beyond the last day of the month following the 5 in which producticn oceurred,
nor shall lessee be held liable for loss or destruction of re oil or other products in storage
from causes beyond the reasonable control of lessee.

Minimum royalty in lieu of rental of not less than the rertich otherwise wouid be required
for that lease year shall be payable at the end of each leass veginning on or after a discovery
in paying quantities. This minimum royalty may be wix suspended, or reduced, and the
above royally rates may be reduced, for all or portions : case if the Secretary determines
that such action is necessary to encourage the greatest ulti recovery of the leased resources,
or is otherwise justified.

An interest charge shall be assessed on late reyalty pays or underpayments inaccordance
with the Federal Oif and Gas Rovalty Management Act ol (FOGRMA) (30 U.5.C, 1701).
Lessee shall be liable for royalty payments on oil and ga: 3¢ wasted from a lease site whea
such loss or waste is due to negligence on the part of the upr. or due to the failure to comply
with any rule, regulation, order, or citation issued undet RMA or the leasing authority.

Sec. 3. Bonds—A bond shall be filed and maintained fosc operations as required under
regulations. )

Sec. 4. Diligence, rate of development, nitization, and dra--Lassee shall exercise reasonable
diligence in devejoping and producing, and shall preven:-cessary damage to, loss of, or
waste of leased resources. Lessor reserves right to specifs of development and production
in the public interest and to require lessee to subscribe to :perative or unit plan, within 30
days of notice, if deemed necessary for proper developmen operation of area, field, or pool
embracing these leased iands. Lessee shall drill and proavells necessary 1o protect leased
lands from drainage or pay compensatory royalty for dra:ia amount determined by lessor.

Sec. 5. Documents, evidence, and inspection—Lessee shie with proper office of lessor,
not later than 30 days after effective date thereof, any conur evidence of other arrangement
for sale or disposal of production. At such times and in sucn: as lessor may prescribe. lessee
shall furnish detaiied statements showing amounts and quer”ail products removed and sold,
proceeds therefrom, and amount used for production pust or unavoidably Jost. Lessee may
be required to provide plats and schematic diagrancwing development work and
improvements, and reports with respect (o partics in int. expenditures, and depreciation
costs. In the form prescribed by lessor, lessee shall keep a .trilling record, a log. information
on well surveys and tests, and a record of subsurface invesons and furnish copies to lessor
when required. Lessee shall keep open at all reasonable ( ror inspection by any authorized
officer of lessor, the leased premises and all wells, improver. machinery, and fixtures thereon.
and ail books, accounts, maps, and records relative to arons, surveys, or investigations
on or in the leased lands. Lessee shall maintain copies of all cots, sales agreements, accounting
records, and documentation such as billings. invoices. or ar documentation that suppoas

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

During exisience of this Jease, information obtained under this section shail be closed to
inspection by the public in accordance with the Freedom of Information Act (5 U.S.C. 552).

Sec. 6. Comduct of operations—Lessee shali conduct operations in a manner that minimizes adverse
impacts to the land, air, and water, to cultural, biological, visual, and other rescurces. and io
other land uses or users. Lesses shall take reasonable measures deemed necessary by lessor to
accomplish the intent of this section. To the extent consistent with lease rights granted, such
measures may include, but are not limited to, modification 1o siting or design of faciiities, timing
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 of easements or rights-of-way. Such uses shall be conditioned so as o prevent
unnecessary or unreasonable interference with rights of lesses.

Prior 1o disturbing the surface of the leased lands, lessee shall contact lessor to be apprised
of procedures to be followed and modifications or reclamation micasures that may be necessary.
Areas 10 be disturbed may require inventories or special studies to determine the extent of impacts
to other resources. Lessee may be required 1o complete minor inventories of short term special
studies under guidelines provided by lessor. If in the conduct of operations, threatened or
endangered species, objects of historic or scientific interest, or substantial unanticipated
environmental effects are observed, lessee shall immediately contact lessor. Lessee shall cease
any operations that would result in the destruction of such species or objects.

Sec. 7. Mining operations—To the extent that impacts from aining operations would be
substantially ditferent or greater than those associated with normal drilling 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 expense or
less 10 tessee or owner of the gas, Lassee shall include in any contract of sale of gas the provisions
of this section.

Sec. 9. Damages w property—Lessee shall pay lessor for damage lc lessor's improvements,
and shail save and hold lessor harmless from all claims for damage or harm to persons or property
#s a result of lease operations.

Sec. 10, Protection of diverse interesis and equal opportunity—Lessee shall: pay when duc all
taxes fegally assessed and levied under laws of the State or the United States; accord all emptoyees
complete freedom of purchase: pay all wages at least twice each month in lawful money of the
United States; maintzin a safe working environment in accordance with standard industry practices,
and take measures necessary to 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. 1l lessee operates a pipeline, or owns controlling interest in a pipeline or a company
operating a pipeline, which may o= operated accessible to oi} derived from these leased 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 regulations and relevant orders of the Secretary of Laber issued pursuan: thereto. Neither
lessee nor lzssee’s subcontractors shall maintain segregated facilities.

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

Sec. 1Z. Delivery of premises—At such time as all or pertions of this lease aze returned to lessor,
lessee shall piace affected wells in condition for suspension or abandonment, reclair the tand
as specified by lessor and, within a reasonable period of time, remove equipment and
improvements not deemed necessary by lessor for preservation of producibie wells.

Sec. 13. Proceedings in case of default—If 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 uniess or until the leasehold contains a well capable of production
of oil or gas in paying quantities, or the lease is commined ta an approved cooperative or unit
plan or communitization agreement which contains a well capable of production of wnitized
substances n paying quantities, This provision shall not be construed to prevent the exercise
by lessor of any other legal and equitable remedy, including waiver of the defauli. Any such
remedy or waiver shall not prevent later cancellation for the same default occurring at any other
time. Lessee shall be subject to applicable provisions and penalties of FOGRMA (30 U.5.C. 1701},

Sec. 14. Heirs and successors-in-interest—Each obligation of this lease shali extend to and be
binding upon. and every benefit hereof shall inure to the heirs, executors, administrators,
successors. beneficiaries, or assignees of the respective partics hereto.
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UNITED §°
DEPARTMENT OF THNTERIOR
BUREAU OF LAND MAGEMENT

COMPETITIVE OIL AIGAS OR
GEOTHERMAL RESOURGC LEASE BID

FORM APPROVED
OMBE NO. 1004-0074
Expires: May 31, 2000

30 U.S.C. 181 et seq.; 30 L.C. 351-359; State Date of sale
30 U.S.C. 1001-1025; 4.5.C. 6508 NEV b o6litfzcoz
AMOUNT OF BID (See Instructions below}
PARCEL NUMZ TOTAL BID PAYM]:;,P]}\TITFEUB?P[-;IITTED
THE BID IS FOR (Check one)
P4 Oil and Gas Parcel Number NY—1- O — HO0Z #;,5 iWz2.Co #6 W2.00

[ Geothermal Parcel Number
Name of Known Geothermal Resourcrea (KGRA}

The appropriate regulations applicable to 5id are: (1} for oiland gas leases—43 CFR 3120; (2) for National Petroleumn Reserve-Alaska (NPR-A)
leases-—43 CFR 3132; and (3) for Geother resources leases—43 CFR 3220. (See details concerning lease qualifications on reverse, J

LCERTIFY THATI have read and am in co-ance with, and not in violation of, the iessee qualification requirements tnder the applicable regulations

for this bid.

I C:IERTIFY THAT this bid is not i violatio 8 U.S.C. 1860 which prohibits unlawful combination or intimidation of bidders.  further certify that
this bid was arrived at independently and :adered without collusion with any other bidder for the purpose of restricting competition.

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

all monies submitted.

LY PROPERTIES , L0, . A TES LUINNWTED PRETNERSHIP

=RV

Pfint or Typk Name of .ce
222 ERST THER ST

Address of Lessc
LONG(EW X 15606
City State Zip Code

Signature of Lesste or Bidder |

INSTRUCTIONS FOR OIL A GAS BID
{Except NPR-/

. Scparate bid for each parcel is required. 1tify parcel by the parcel
number assigned in the Notice of Comypive Lease Sale.

. Bid must be accompanied by the nationinimum acceptable bid,
the first year's rental and the administra:’ce. The remittance must
be in the form specified in 43 CFR 31(:1. The remainder of the
bonus bid, if any, must be submitted to tnoper BLM office within
10 working days after the last day of oral auction. Failure to
submit the remainder of the bonus bid vin 10 working days wiil
result in rejection of the bid offer and fnture of all monies paid.

I bidder is not the sole party in interest ¢ lease for which the bid
is submitted, all other parties in interesty be required to furnish
evidence of their qualifications upon writrequest by the authorized
officer.

. This bid may be executed (signed) befor= oral auction. If signed
before the oral auction, this form canne modified without being
executed again.

. In view of the above requirement (4).:der may wish to leave
AMOUNT OF BID section blank so tiinal bid amount may be
either completed by the bidder or the Bua of Land Management

at the oral auction. i Ay

INSTRUCTIONS

0Dy DACC M

INSTRUCTICNS FOR GEOTHERMAL OR
NPR-A Ol AND GAS BID

. Separate bid for each parcet is required. Identify parcel by the

number assigned to a tract.

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
Geothermai Resources bid and 3132.2 for a NPR-A lease bid.

Mark envelope Bid for Geothermal Resources Lease in (Name of
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 modified or
withdrawn unless such modification or withdrawal is received prior
to time fixed for opening of bids.

. Mail ordeliver bid to the proper BLM office or place indicated in the

Notice of Competitive Lease Sale.

. If bidder is not the sole party in interest in the lease for which bid is

submitted, all other parties in interest may be required to furnish
evidence of their qualifications upon written request by the authorized

officer.
ot |

Tide 18 U.S.C. Section 1001 and Tite 43 U.S.C. ion 1212 make itk crinte Qr‘&hﬂcrﬁé‘n‘k‘nééir%ﬂand willfully to make to any department or agency of the United
States any false, fictitious, or fraudulent statemen:s :presentations as {o any matter within its jurisdiction,

(Continued on reverse)

Form 3003-2 (July 1997)



QUALIFICATIONS

For leases that may be issued as a resuit ¢is sale under the Minera!
Leasing Act(The Act) of 1929, as amendec oral bidder must: (1} Be
acitizen of the United States; an associatiowluding partnerships and
trusts) of such citizens; a municipality; or zoraticn organized under
the laws of the United States or of any Star Territory thereof; (2) Be
in compliance with acreage limitation requients wherein the bidder’s
interests, direct and indirect, in oil and gavies in the State identified
do not exceed 246,080 acres each in publomain or acquired lands
including acreage covered by this bid, of vh not more than 200,000
acres are under options. If this bid is subrd for lands in Alaska, the
bidder's holdings in each of the Alaska leg districts do not exceed
300,000 acres, of which no more than 200, Jcres are under opticasin
each district; (3) Be in compiiance with bral coal lease holdings as
provided in sec. 2(a}(20A) of the Act, Be in compliance with
reclamation requirements for all Federnl and gas holdings as
required by sec. 17 of the Act; (5) Not be in ution of sec. 41 of the Act;
and (6} Certify that all parties in interest =is bid are in compliance
with 43 CFR Groups 3000 and 3100 anc leasing authorities cited
herein.

For leases that may be issued as a result of this sale under the
Geothermal Steam Act of 1970, as amended, the bidder must: (D Bea
citizen of the United States; an association of such citizens; a municipality;
oracorporation organized under the laws of the United States or of any
State or Territory thereof; and (2) Be in compliance with acreage
limitation requirements wherein the bidder's interests, direct and
indirect, do not exceed 51,200 acres; and (3) Certify that atl parties in
interest in this bid are in compliance with 43 CFR Group 3200 and the
leasing authority cited herein,

For leases that may be issued as a result of this sale under the
Department of the Interior Appropriations Act of 1981, the bidder
must: (1) Be a citizen or national of the United States; an alien lawfully
admitted for permanent residence; a private, public or municipal
corporation organized under the laws of the United States or of any
State or Territory thereof; an association of such citizens, nationals,
resident aliens or private, public or municipal corporations, and (2)
Certify that all parties in interest in this bid are in compliance with 43
CFR Part 3130 and the leasing authorities cited herein.

NOTICE

The Privacy Act of 1974 and the regulatia 43 CFR 2.43(d) provide
that you be furnished the following infiition in connection with
information required by this bid for a upetitive Oil and Gas or
Geothermal Resources Lease.

AUTHORITY: 30 U.S.C. 18I et seq.; 3¢+.C. 351-359; 30 US.C.
1001-1025; 42 U.S.C. 6508

PRINCIPAL PURPOSE: The informatices be used to process your
bid.

ROUTINE USES: (1) The adjudication of the bidder's right to the
resources for which this bid is made. (2) Documentation for public
information. (3} Transferto appropriate Federal agencies when comment
or concurrence is required prior to granting a right in public lands or
resources. {4)(5} Information from the record and; or the record will be
transferred to appropriate Federal, State, local or foreign agencies,
when relevant to civil, criminal or regulatory investigations or prosecu-
tLions.

EFFECT OF NOT PROVIDING INFORMATION: Disclosure of the
information is voluntary. If all the information is not provided, your bid
may be rejected.

The Paperwork Reduction Act of 1995 (44 .Z. 3501 et-seq.) requires us (o inform you that:
This information is being collected in accorce with 43 CFR 3120, 43 CFR 3130, or 43 CFR 3220..

This information will be used to determine bidder submitting the highest bid.
Response to this request is required to obta:oenefit..

BLM would like you to know that you do not ha respend 1 this or any other Federal agency -sponsored information collection untess it displays a currently valid OMB
control number.

BURDEN HOURS STATEMENT

Public reporting burden for this form is estim.ie average 2 hours per response including the dine for reviewing instiuctions, gathering and mainiaining data, and
completing and reviewing the form. Direct comis regarding the burden estimate or any other aspect of this form 10 U.S. Department of the Interior, Bureau of Land
Management, Bureau Clearance Officer (WO~ 1620 L Street, Washingion, D.C. 20036 and the Office of Management and Budget, Desk Officer for the Interior
Deparunent, Office of Regulatory Affairs (1004, Washington, D.C. 20503.
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NOTICE TO LESSEE

~ Provisions of the Mineral ising Act (MLAY} of 1920, as amended by the Federal Coal Leasing
Amendments Act of 1976.2ct an entity’s qualifications to obtain an oil and gas lease. Section
2(a)(2)(A) of the MLA, 3(.5.C. 201(a)(2)(A), requires that any entity that holds and has held a Federal
coal lease for 10 years beging on or after August 4, 1976, and who is not producing coal in commercial
quantities from each such :e, cannot qualify for the issuance of any other Jease granted under the
MLA. Compliance by coassees with Section 2(a)(2)(A) is explained in 43 CFR 3472.

In accordance with the ter-of this cil and gas lease with respect to compliance by the initial lessee with
qualifications concerning l=ral coal lease holdings, all assignees and transferees are hereby notified that
this oil and gas lease is suct to cancellation if: (1) the initial lessee as assignor or as transferor has
falsely certified compliancaih Section 2(a)(2)(A) or (2} because of a denial or disapproval by a State
Office of a pending coal am, i.e., arms-length assignment, relinquishment, or logical mining unit, the
initial lessee as assignor o transferor is no longer in compliance with Section 2(a}(2)(A). The assignee
or transferee does not qua’ as a bona fide purchaser and, thus, has no rights to bona fide purchaser
protection in the event of wellation of this lease due to noncompliance with Section 2(a)(2)(A).

BOOK J4q page 6
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CUREIA LOUNTY NEVADA
M.H. REBALEA
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