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OIL AND GAS LEASE

THIS AGREEMENT, made and entered inlc Sept,ember J?fﬂr‘ 1996 « barwoen

Wallace Hale Bailey and Donna Ray Bailey, husband and wife, Pine=Valiey,
Carlin, Nevada, 89822 -

hereinahar called Lossor (whother one or more}, and Foreland Corporation’ 125G6 West Bayaud' Ste. 300’
Lakewood, Colorado 80228

herglnahor called Lessoe (whether one of move), WITNESSETH:
1. Lessor, i considaration of the sum of TEN OR MORE DOLLARS, in hand pald, ricoipt of which i hereby acknowledged, ol the royalties provided hereln, and

of the agreemocts of Leeses hereln containod, hereby granis, demises, leases »nd lets exclusivaly unto Lesses lor the purpose al Invesligaling. sxplodng.-protpecting, -~

drilling and minlng lor and producing ol gas, casinghead gas and other hydrocarbons and including all olher products produced lharafrom; laying pipelines, buiding
tanks, powet slallons, lelephone lines and other structutes Iherson fo produce, save, lake care ol, Weal, transpor, and own sald producis, and housing lis esmployeas,
the {otlowing described land In

Township 30 North, Range 52 East, MDB&M Eureka County, Nevada
Section 32: All of SE%; NE% NWy; NW% NE%: S% NEj

Township 29 North, Range 52 East, MDBSM

Section 4: W% NWj
Section 5: Fractional E:% NE%

Including all minetals herelnabave named. undedylng lakes, slreams, roads, eatements and righis-al-way, which traversa of adjoin sald lands, owned of caimed by
Lessor, of which may hereatier be esiablished lo be owned by Lessor, and aiso in addition 1o tha above described land and rights, any and all strips oOr parcels ol land,
other than lhose constituting regulal governmental subdivisions, adjcining o tonliguous 1o the above described fand and owned or claimed by Lessor, al of the {o/egoing
lang boing hereinahier relerred lc as said land or leased premisss. For all pumpotos ni thic Lears, tald land s ostimaled o contain 479.58 aclue,
whathsr it conlaine mare of legs. - | .

2. Subjecd 1o the other provisions hatein. contalned, 1hls Lsase shall ba lor a term o%ﬁars lrom this date {called primary lerm) and as long thereafter as ol

gas, casinghead pas of other hydrocarbons of elther or any of tham, Is produced therelrom; of as much longer thersatler as Lessee in good faith shal conduct drilling
opatations of reworking opedations (herson, and shoukd production result lrom such operations, this Lease shall remain i Iul Jorce and eMact as long as ol gas,

casinghead gas or other hydrocatbons shall be produced tharatrom.
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3, The royallies 1o be pald 10 Lessor are: {a) Lessee shall deliver to the credi of Lessor as royaky, free of cosl, in the pipeline lo which Lesses may conneci is
wolls, the oqual one-sighth pan of all oll pioguced and saved Irom the leasod premises, of {etsea may from lme 1o time, at Us oplion, purchase any royahy oil In s
possession, paying the markel prica theieal prevailing lor o of tke grade and gravky In tha liekd where produced on the date ol purchase, (b.) Lessea shall pay Lessor,
at royaky, on gas, Incuding casinghead gas of other gaseous subsiances, produced lrom the leased pramises and sold or used off the leased premisas of used in Ihe
manulaciure of gasoling or other products, the market value at the wel of one-sighth of the gas sold or used, provided that on gas sold the toyahy shal be one-gighth
of the amount reallzed Irom such sale. The amount realized Irem the sale of gas shall bs the price established by the Qas saloe contact enlered Wnlo In good lan by
Lesses and a gas purchaser lor such term and under such conditions as are customary in the Indusiry. “Prica®. shall mean ihe net amouni received by Lesses aher giving
sfisct 10 applicable rogulatory orders and aher application of any applcable pilce adjusimants spodified In such contiact or regulatory orders, Il Lessed compresses,
reats, purilles, of dehydrates such gas {whether on or ofl the leased premises) of Wransporls gas off the leased pramises, Lesses, In compuling foyalty heteunder, may
deduct from such price a reasonable charge for sach of such lunclions performed. N a well capable of producing gas of gat and gas-condensale or distilate In paying
quaniities localed on 1hé leased piemies {or on  acreage pooled wilh all or a poction of Ihe laased premises WO a unit lor the dilling or operation of such well) % al any
time shutdn and no gas of-gas-condensate or distifate therefrom s sokd of used off the premises for the manutaciire ol gasoline or other producis, neverhelsss such
shutn well shall be deemed 1o be a woll on Ihe leassd premises producing gas In paying quanikles snd this Leass shal continue in torcs during alt of Lhe time of timas
white such well Is 80 shut-ln, whather belors of alter the explration of the primary tetin hereol. Lesses shall use reasonable diigance to market gas of gas-condensale
o distittate capabla of being produced from such shul-n well, but chall be under no obigation to Mmarkel wuch producis under terms, condilons of clrcumslances which,
in Leassa's Jucgement, sxerciked in good lalth, ars unsatislaciory. Lessea shall be cbligated 1o pay of lender (o Lessor within 45 days afler the expiration ol sach peiiod
ol one ysar In Wngth {anaual period) during which such well lo 3¢ shut-ln, as royaly, an amounl equal to one dolflar per net coyaly acre retainad horsunder as of the end

‘ol such annual period; provided, that ¥, gas or gas-condensate or dislltate lhom such well it sold or used a3 aloresaid belors the énd ol such annual peried, or ¥, &t the

ond o such annual petiod, this Lease ls being mainialned in lorce and effedt otherwiss than by reason of such shul-in wel, Lesses shal not be cbligaiesd to pay of tendes,
lor that pamicular annual pariod, said sum of money. Such payment thall.be deemsd & royalty under aX provisions of Ihis Lease. Such payment may be made of londered
lo Lessor =t the address above spodiled, Royally owneiship as of the last day of wach such annual perod as shown by Lessee’s records shall govern the detesminalion
ol the pany or panles enikled to recelve such paymenl,

4. This i & PAID-UP LEASE,  In consideration of the down paymeni, Lessor agrees that Lesses shall nol be cbligaied, except as otherwise provided herels, lo
conunence Of contiwua any opsrations during the primary term. Lossos may ai any lime execule and deliver 10 Lessor, of place of record, a releass or relaases covaring
any poﬂJondot portions of the leased premises  and thersby surfender this Leaze as 10 such portion or porions and be relleved of al obligations as 1o the acsage
sutrendeted, -

-~ 8, N peior o discovery of ol or gas on ssid premises Lesses should drll & dry hole of holes thereon, of I alter discovery of oll of gas all wels thereon should becone
Incapable of producing for any cause, this Lease shall net terminate I Lesses commences operations [or additional driling or for roworking within abaty days thersatier,
# al the expiralion of the prmary term thers Is no wel upon the leasad premises capablk of producing ofl, gas, casinghsad gas or other hydrocahbons, bul Lestee has
commenced cperations for drillng or teworking therson, this Lease shall ramain In force so long as operations me pioseculed wth no cessation of mote than sidty dap.
whather Such operatons e ont e smne well of on & ciifferent or addilonal well or welis, and it they rtesull: In 1he production of od, Qas, casinghead gas of aiher
hydrocabons, 50 long Lhersafier as oll gas, casinghead gas o other hydrocarbons of either of any of them Is produced from the lsssed premises.

8. ¥ Lessor owns & lesser Interes! In the above descrbed land than the enilre and undividad [es simpls esials herein, then ihe royahties (ncluding any shutdn gas
royalty] herein provided for shal be pald 0 Lessor only’ In 1he proporion which- Lessors Interest bears 1o the whole and undivided lee. '

7. Lossos shall have the iree use of of, gas, casinghead gas and water (regardiess of the source) from sakd tand, except water from Lessors wels, lor &l operations
barsunder, and the foyaty on ol, gas and casinghead gas shall ba compuied sher decucling any so used. Whan requatiad by Lessor, Lesise shall buty Lessee’s
plosiines below plow dapth. No wek shall be dilled nearer than 200 feet 1o the houss of bara now on sakd premises, without the wiitten content of Lessor., Lesses shal
pay for damages caused by ks cperations 1o growing &rope on sald land.  Lesses shall have the right al any Ume (bt nol the cbligation) to remove al lirpraveiments,
machinery, and fixlures placed or erectod by Lessse on' said premites, Including the rght 1o pull and remove casings. . : * : o

8. The rights of either paty hersunder may be asuigned |n whole of parl, and the proviklons heteof shal exiend lo the heirs, eaxeculors, adminlsralons, SUCCHBACE
and assigns of the partes herelo. Not withsianding .any actual or consiructive knowiedge of of notice to Lesses, no changa or divislon in the srshlp of the lands or
royallies, however accomrplished, shall be binding vpon Letsea (axcept al Lemses's oplion in any paricular cate), untl sixty days aher Lossoe shall have been lumished
wilh the original, & copy certified by the cofficial recorder of the county whets the land or some pant lhereot i located, of & photostal of tha recorded Instruments evidencing
the change or vansler, including any lnfermedials lranster from Lessor or his asslgns not theretciors fumished o Lesses, and such change of transfer shall not astect
any payments made phor 1o sakl date whether of nol due. In case of death of any person eniklad 1o recelve foyaliss ‘the evidencs ol ‘change n ownsiship shal consh!
of letters of administrallon of final decree of distribution of 1he estate of the decedenl Nsued by a court of competenl Jursdiciion of the decedenls sulale inciuding his
Inlorest In the lande above descrbed. Lessce may unil such dale conlinue to pay such royalles as ¥ such change of transler had not besn made, o may pay tha same
sccording 10 The Interest of record as disclosed by the last cenification of an absiract In Lesase's possastion subsequent to the date of ‘the Leass, of al Lessss’s oplion,
may suspend the payment Lhereol until slxty days mhter such evidence Is recelved. No change or division in the ownership of the land of royaliiss shall operals 10 eniarge
the obiigations o diminish tha rights of Lasses, No divislon of royaities shall be made sfeciive sxcept &l the end of & calendar month, I the ownership of royahles
becomes changed inlo separaie divided podions of sald land and the owner of any such royalty desiies separate gauges for production frorn such separale tracs, he shal
tequesi Lestee 10 sel ssparate measuing and recehdng tanks and pay 10 Lesses, | advance, Lewsos's sstimated cost of procuring and setting such tanks “and making
the connections tharslor: and unless and unil such ks done, Lessss rmay pay such royahles 10 the separale owneis joinlly or may suspend payment untl auch time as
sald wepariis ownecs shall agres in wrlling upon an spportionment of such royalles and furnsh Lesssa wih the ordginal agreement, Whether of nol this Lsass be ownod
by one paty or by two of mom dillsrent panies, production under the terme of this Lsase, or dilling of reworking operalions on any porion of Lhe land above described,
shal kesp this Leasze In effect upon al the land harein leased. Ledsoe shal not be liable for the fallure of any subsequent owner of this Lease, In whols or part, 10 pafomn
the temms, condkions and cbligations of this Lease, exprees of impiled. Ofisetting shal never be requied lo prolect one porion of the leased pramises agalnst dralnage
through a well of wells on andather portion o the lsazed premises, If slx or more panies becoms enihied to toyally heteunder, Lesses may wkhhold paymenl thetsol uniess
and unid fumished with & recordable Instrument sxacutsd by all such parties designating a irusies to recsive payment for al :

2. Letsse shal have the Iight 10 unitze, pool;, or combine all of any pan of the above described lands wkh cther lands In the same general ares by snisring lnio
a cooperalive of unit plan of development or operation Approved by any governmental authorky and, from lime 1o time, with Fke approval to maodly, change of lsmminate
any such plan or agrsement and, In such event, (he leams, condllons and provislons of thit Lease shall be desmed meodilled to conform to the temms, condlilons, and
ptovisions of such spproved cooparative of unl plan of developmant of operation and, panticularly, all driling and developments of this Leass, express or Impiled, shal
be salisfied by compliance with the driling and development roquirements of such plan or agreemani, and this Lease shall not ferminate or expire during the ife ol such



plan of agresmanl. I sakd lands or any pard thersof, shak hersallsr be operated under . any such cooperative of unit pian of development or operalion whetsby Ihe
production: thersfrom Is aliocated to different portions of the land covered by sald plan, then the production allocaled o any paricular tract of land shall, lof the pupose
of computing the royaliies 1o be pald hetsunder fo Lessor, be regarded as having been produced from. the padicular Iract of imnd 10 which T i allocated and not 1o any
other tract of land; and the royaky paymenis to be made hetwunder to Letsor shal be based upon production only as so aliocaied, Lessor shail lommally express Lessors
:‘onsLonl 16 any coopetative or unt plan of developmen! or operalion adopled by Letsee and approved by any govemmentsl agency by execuling the same LpOn Mequest
5300, ' . L .

10. In addltlon lo and not In Kmitation of the ‘7ights granted In paragraph B hereol, Lesses ls heraby granted lhe right and option lo consolidale, pool of ‘combine the
lands coversd by this Leass, or any porlion of porions Thereol of any shalum or sirala thersunder, with other lands of ke strata thersunded for (he development thereol
of for the production therelrom of ofl gas, casinghead gat of other hydiocarbons, or any of all of sald products, when In Lesses's dicretion and ‘Judgement ls. advisable
10 do 80 for propet development of cperalion of Lhe leased premies, of lo conform to spacing of zoning rulss of any lawul authorky, such. consofidation, pocting or
omrunmub.mmnsdmmp.wmmnmummmmwmm any such unit when compieted shall be composed of- tracts sach of which
s contiguous 0. ouches of comers whh soms one of mofs of the other tracts In the unk In such mannet as lo form one connected uact of unh, and provided, lurher,
thel any tracls included in any such unh separated only by a street, aley, road, ralroad, canal siream, right-ohway of cther similar strip or ‘parcel of fand shall be
considered s contiguous, comernng of louching wihln the mwaning of this paragraph. Any unl fonmed under this paragraph for production of ofl and casinghead gas shal
nol exceed 167 acres In suriace arsa, and lor production of dry gas of gas well gas of dry gas well gas and condensale of distilate shall not axcesd 880 actes In surlace
arga, lmmlmguuntfwthoproduﬁbndollmdmhghndgunrdrygnorgumlnuordryquvnllguandmndmﬂoudmmluhpomﬂoduprncrbod
by lawdul authorky, then I such event such larger unk shal conirol, provided that, T governmental survey unils be ltregular In ¢ize In the area of this Leass, the size of
any unhs mentionsd heisin may be Incressed 1o the size of the thers exlaiing goveminental survey unlt nearest in-size 10 the unil acreage preacried hersin, The rght
and option herein granied to Lessse may be exsicmed af any Ume of lrom time to lime, whethet befote of aher production l& secured and whether of not a unlt may
|hetetolore have Loen created for some other producl, by exscuting in willing an Instrument idenifylng and detcrbing the unh cieated, and by delivering & copy thefeol .
loLumubymdhglwpymﬂoolInlhoowmywhmlhohndhloalod. The lands in any such unit shall be developed or operatad as one tract and any cpetalions
tor the driling of a well on o production from such unk, whether or not from lands descrbed in this Leass, shall be deemed to be driling operations on or production
secuted 0N lands subject fo 1hit lease for al pumposes except for the pumose of paymeni of royally hereunder; provided, further,” that any operalione. for driling and

© " completing a well on any such unk shall be desmed lo be operations on the lands described In this Leass and under the terms thersol regardissy- ol whether sald
+ . cperations resull In a wel of the type covered In the Instrumeni declaring such unit or & wek ' of a type not covered by such instrument. In leu ol the royaties sisewhers
hetein speckied, Lessor shal receive from production of any such unit only such porien of the royalty, al the raie wipulated elsewhere hersin, aa Lessors acreage in
the unk {or his royaty interss! thersin) bears 1o 1he lolal acreage of the wnit. : e Co [

15. In the Inierest -of conservalion, the peolection of resarvok prassures mnd fecovery ©f the greatest ultimais yiek of oll andior gas, Lesses shal have ihe rght
o combine the leased pramises wikh other premises In the same genetal area for the purpose of cperaling and maintalning repressuring and recycling Tacililes, and lor
such purposs may locate such fachities, including Input wells, upon the leased premises, and no royakies shal be payable harsunder on any gas used for topresauring
and recycing operations beneiling the - leased premises. - T

12, Letsor hersby wananis and agrees lo delend the thle lo the land hereln described and agress that Lessos, al Hz oplion, may pay and discharge any laxes, morg.
age, of other liens wxisling, levied. or assessed on of againsl the above described tands, and Hi Lessea does sa, & shall be subrocated 10 the righls of any holder or holdars .
thereoi and’ sy reimburse iswil by spplying to the discharge of any such mortgage, tax of olher len, any royaly accrulng hersunder. .

12, K Lessor considers thal Lesses has not complled with ail ks obligaiions hersunder, both express and Ymplied, Lessor shal notity Lesses in wriling, seliing ot
specitically In whal respects Lesses has breached this contract. Lesses shall than have sbdy days ahes recaipt ol saki notics within which 10 meet or commence 10 mwel
a of any pant of the braaches alleged by Lassor, The service of sald notics shall be precedent to the bringing of any acton by Lessor on sak! Leass for any cause, and
no such action shall be brought untll the lapse of sixty days after service ol such nofice on Lesses, Nolther Lhe service of sakd notice nor the doing of any acis by Lesses
amed 10 mest al of any of the alieged breaches shall be doemed an admission of presumption that Lessee has falled 1o periomm. all hs obligations hereunder.

14, ¥ Lessor, durng the primary term of this: Lease, receives a bona Iide ofer which Lestor s wiling 10 accep! from any pany offering lo purchasa from.Lessor a
lsase covering any or all of the svbstances coversd by this Leass and coveing al of a porlon of tha iand descilbed hersin, with the lease Decoming eflective upon
saphation of this Lease, Lessor agrees 10 nollly Lestss T writing of sald offer immediately, ‘Inciuding in ihe notice the name and address of Ihe offsror, the price offered
and Al other pertinent lerme and conditions of the offer. Lesses, for a perod of 15 daps alter receipl of the notice, shall have the prior and prelerred right and oplion lo
purchase the Jeass of part theteo! or Inlares! (herein, coversd by the offer at the price and according to the terms and condhions speclied In the offer, - Al offers made
up to and Including the tas! day of the primary lerm of this Lsaze shali be subject 10 the terms and condlions of ihis paragraph. Shoukd Lesses siect lo purchase the lsase
pursyant fo the terms hersof, k shal 30 notily Lessor ln writing by mall or telagram prix to expiration of sakd 15 day period. Lessee shall promplly thersafter lurnish jo
Letsor the new lease lor axscution on behaX of Lessor along with Lessee's sight drah payable fo Lessor In payment of ihe specilied amount as consideration for the new
isase, such drafl being subject only 1o spproval of tille sccording o the terms therool,  Upon recelpt thereol, Lossor shall promptly execute sald lease and (sium same
along with the endorsed dral 1o Lesses, & representalive of through Lessor's bank for. payment. . . . .

18, Al express and kmplied covenants of this Lease shall be subject to al ledecal and slate laws, execulive orders, rulos and regulalions, and this Leass shal not
be lerminaled, in whole and In pant, nor Lesses held liable In damage lor lalxe o comply therewkh ¥ compliance is prevenled by, or N such [allure s the reauk of, any
such law, order, fule or reguiation, ot ¥ such compllance i prevented by or lallure Is the result of lnabifty of Lesses through no faul of Rs own, 1o cbialn sufficlent and
salifaciory materlal and equipment to Jusilly the commencement of drifing operations of 1o continue production of off or gas from the leased premises,

18. This Lease and all ks lerme, conciions, and stpulations shal exiend 1o and be binding on afl successors ol Lessor and Lesses. - -

17. Wih respect lo and for ihe purpose of this Leass, Lessor, and sach of them N thers be more than one, hersby reloases and wakves the right of hecrestoad.

18, This Leass shal be binding upon sach party who execules K without regard 1o whather M Is sxeculed by ail those named hereln as Lessor, ’

IN WITNESS WHEREQF, thik agreement ls sxecuted on the dale fist above writlen,

M,%MM

3. 3. 8

STATE OF _W
COUNTY OF &
On this __@_Z@__

Notary Public, personally appeared X
name Is subscribed to the within tastrument, and ackno

My Commission expires: 5‘ / 7 - /4?7

NEVADA CORPORATE ACKNOWLEDGMENT

(it TR - i

Gledged Lo qfe 1liat he txecu

Place of Residence

STATE OF .
COUNTY OF )
On this day of Linthe yeaf ., belore me
Natary Publlc.'pcrsonally appeared ., known-to me 1o be the President

of the corporation that executed the within instrunent and acknowledged Lo me that such corporation exceuted the same.

Notary Public

My Commission cxnires:

Place of Resitdence

I
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