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i OIL AND GAS LEASE =

THIS AGREEMENT, made and eniered inlo August 2% , 1996 ' e

Jerry Merrick, also known as Jerry Allen Merrick, and Anita 0. Merrick,
husband and wife, 2790 Indian Trail, Twin Falls, ID, 83301 r

horelnahor caled Locsor (whether one o more). and  Foreland Corporation, 12596 West Bayaud, Suite 300,
Lakewood, Colorado 80228

heielnafier called Lestos (whether one or move), WITNESSETH:

t. Lessor, it consideration of the sum of TEN OR MOHE DOLLRRAS, In hand paid, receipl of which & hereby acknowledged, of tha toyalties provided herein, and
of the agreemenis of Lesses hersin conlained, hareby granis, demises, leases »nd lels exclusivaly unlo Lesses for the purpose of Investigating, expioring, prospecting,
dilling and mining lor and pioducing oll, gas, casinghead gas and other hydrocarbons and including all oihet products produced therefrom; laying pipelinet, bubding
tanks, pawet slallons, {slephone linos and olher slructures thereon lo produce, save, take care ol, Weat, Iransport, and own said producte, and housing lis employses,
Ihe ioliowing describod land In '

Township 28 North, Range 52 East, MDM,County of Eureka, Nevada
Section 9: S%SW%, SE4SEY, SWhSEX

‘Section 10: SE4NW%, SEYNEY, NE4SWY, SWwhiswy, NW4SE)

Section 14: SkNwk

Section 15: N4NWY, SEYNWY, SANEL

including sl minerals hersinab named, underying lakes, strsams, roads, easements and rights-ol-way, which lraverse or adjoin sakd lands, owned or claimed by

Lessor, or which may herealisr be sslablished 10 be owned by Lessor, and also in addition 1o the above described land and rights, any and all sirips of parcel of land,
oiher than those constiiviing regular governmental svbdivisions, ldioining of conliguous 1o the above. described land and owned or claimed by Lessor, al of the loregoing
land being hecsinafter relerred o as sald land or leased prermises. For all purposes of this Lease, sald land Is eslimated fo contaln 640 actos,
whether R conlaine more or less, .

Five
2. Subject 1o the other provisions hersin conlained, Ihis Leasa shall be for a term of YEN years Irom Ihis  dale {calied primary lermj and as long thereaher as of,
gas, caainghaad gas or other hydrocarbons or either of any of tham, i produced Iherelrom; or as ruch longer thersaler as Lestee in pood laith shak conduct driling
cpetaions of feworking operations therson, and should production fesull from such opetalions, this Lease shall remaln k Il ftorce and sftect as long as oil, gas,
casinghead gas of other hydrocarbona shal be produced thereitom. '

3. The royalies o be pald lo Lessor are: (a) Lessee shail deiiver 10 e credi of Lessor as royaly, iree of cosl, in'the pipsiine 10 which Lestee may connect #s
wells, the squsl one-eighth part of ail ofl produced and saved from the leased premises, or Lessea may from lime 1o time, at i oplion, purchase any royalty oil in s
possession, paying the markel price thereof prevailing for ol of tke grade dnd gravily In the fleld where produced on the date of purchase. (b.) Lessse shall pay Lessor,
& royaly, on gas, Including casinghead gas or oither paseous subslances, produced from the leased premises and soid or used off the leased premises of used Jn the
manuiacturs of gasoline or ofher products, the market valua at the woll of one-vighth of the gas sold or used, provided that on gas soid the royally shal be one-eighth
ol the amount realized lrom such sale. The amount realized from ihe sale of gas shall be the prica esiablished by the gas sales contract antered into in good ladh by
Lessee and & gas purchaser for such term and undet such conditions as are customary in the Industry. “Price” shall mean the het amoun! received by Lesses afier piving
ofiect 1o appllcable rogulsiory orders and after application of any applicable price adjusiments spedlied In such contract or reguiatory orders. ¥ Lesses compressos,
treals, purifies, or dehydratss such gas (whether on or off the leased premises) or wransparts gas off the leased premises, Lesses, In computing royaly hersunder, may
deduct from such prce a reasonadle charge lor sach ol such functions pedormed. M a well capable of producing gas or gas and gas-condensale or disillate in paying
quaniities located on \he kKased premiot (or on  acreage pocied with all or a podtion of tha leased premises Inlo & unit lor tha driling o operation of such wal) k at any
lime shit-in and no gas or gascondensals or distilate therslrom s sold of used off the plemises for the manufaciure of pasciine or olher producls, nevertheless such
be deemed to be a well on the lsased premises producing gas in paying quartilies and this Lease shal continue & force durlng all of the time of tkmes
shut-in, whether belore or afier the expiration of the primary lerm hereol. Lessse shall use reasonable diigence lo markel gas or gas-condansale
being produced lrom such shut-in well, bt shall ba under no obligation to markel such products under 1emme, condillons ar clrcumstances which,
in Lesses's judgement, exercisad in good falth, are unsatlsfactory. Lessse shail be obligaled to pay or tender lo Lessor wilhin 45 days afler the expiration of sach period

in length (annual perod) during which such well [z so shut-in, as royaky, an amouni equal 1o one dollar per nel royally scre retalned hersunder as of the end
ol such annal petiod; provided, thal W, gas or gas-condonsate or distiliale lrom such well is sold or used as aloresaid befors the end of such annval period, or ¥, a1 the
al pariod, this Lease is being maintained in lorce and effect otherwise than by reason of such shuldn well, Lesses shal not be obligated Jo pay or lander,
that paricular annual period, saki sum ol monsy. Such paymeni shall be deermed & royally under al provisions of Ihis Lease. Such payment may be made o lendered
the address above spaciiied. Royalty ownership a3 of 1he (ast day of each such annual perod as shown by Lessed's records shall govem the determination

or parties enikied 10 recelve such paymeni. , . : T
& & PAID-UP LEASE. In consideration of the down payment, Lessor agrees thal Lessee shall not be obligated, excepl as otherwise provided hereln, 1o
continue any operations dwring Lhe primary torm. Lessee may at any tme execute and deitver to Lessor, or place of record, a relsasa of releasss covering
o porions of the leased premises and thereby sumender lhis Lease as 1o such portion or portions and be relleved of all oblgations as to the actsage

of

oll or gas on said premises Lessos should dril a dity hoie of holes therson, or I afler discovery of ol or gas all wells thereon should bacome
Incapable of producing for any cause, this Lease shall not lerminate X {essea commences operations for additiondl driling or lor teworking within sixty days thereater.

he torm there Is no well upon the leased promises capable of producing oll, gas, casinghead gas or other hydrocatons, tul Lessse has
thoreon, this Leass shall remain in force 30 long a8 operations are proseculod wkh no cessalion of more than sidty daya,
of

commenced operatioms lor drilling or reworking
wel on a difierert or addiional well or wells, and i they resull In the production of of, gas, casinghead gas or othet
L

hydrocarbons, ¢ long thereafier as oil, gas, casinghsad gas or other hydrocarbons or elither of any of thems i produced from the lsased .
8.: X Lessor owns & lesser inlerest In the above descrbed land than the eniire and undivided lee simple estate herein, then the royalies (Incluging any shut-n gas
royalty) herein provided for shal paid 1o Lessor only In the proportion which Lessors Imerest bears 1o Ihe whole and undivided lee, . . :
!

use ol ol, gas, casinghead gat and waler (regardioss of the source} fom sald land, excepl water from Lecsors weds, for aii cpevations
of, pas and caslnghead gus shall be conpiied afier deducling &ny so used.  WVihaen requesied by Lessor, Lestes shal bury Lesses's -
20Q lest (0 the houze Or barn now on sald premises, withoul the writlen consant of Lessor, Lesses shal

sald land.  Lestos shall have the righl & any time (but not the cbilgalion) o remave all Improvements,
et

. be
pay for damages caused by its operations to growing crops
by . Including the right 1o pull and remove casings. .

machinery, and fixiures placed of erecied

8. The rights of either pary hereunder may of parl, and the provisions hereol shal extend lo the heirs, executors, adininfstralors, successorns
and assigns of the parties herelo. Not withsianding any construciive knowledge of of notice to Lessee, no change or division In Ihe ownenship of the lands or
foyahies, howeve: sccomplished, shall be binding upon Lessoe (excapt at Lesses’'s option ko any pardiculsr cass), untll slxty days aher Lesseo shall have been lumished
with the original, a copy cenified by the cificial recorder of the county whaere the land or some part thereol is localed, or a photosial of the recorded Instruments evidencing
the change o Uransler, incivding any intermediaie transter from Lessor of hi assigns not thereiofore fumished to Lesses, and such change or Vansler shall nol affect
any paymenis made prior 10 sakl date whether of not due. In case of death of any person enitled 1o receive royalies the evidence of change In owneiship shal consisl
ol lefiers of administration o final cecrse of distibution of the estale of the decedent ksued by & court of competent jurisdiction of the decedents eulate including hi
imeresl In the lands above descrbed. Lesses may until such dale continue lo pay such royalies as N such change o Uransier had not boen made, of may pay the same

acoording 10 the Interest of record as disciosed by the last centification of an absiract In Lessee’s possassion subsequant 1o the dale of the Leass, or al Lsssse's option,

may suspend the paymeni thereod unill sixty days sfter such evidence ls received. No change or divislon in tha ownership of the land of royahiss shall operals 1o snlarge

" the obligations or diminish the rights of Lesses. No division of royafles shall ba made effectiva except at the snd of a calendar month. ¥ the ownemhip of royalies

becomes changed into separaie divided porions of sald fand and the owner ol any such royally deskes separate gavges for production from such separaie vacls, he shal
request Lesses 1o sel sspaate measwring and receiving lanks and pay 1o Leasse, in advance, Lessse's estimaied cost of procuring and sefting .such lanks and making
tha connections therelor; and unless and until such ks dons, Less

for ah ‘ :
h other Wndie In the same penaral ared by entering Inlo
authorky and, from time to lime, with kke approval ' modlly, change or laiminale
of this Laass ahall be dosmed moditied 1o coniom 10 the iom. eondiians, aad
, pamieularly, ail diiling and dovelopmenta ol INs Leasn, expiska of brplled, shal
siopant regquitemanis ol sush plan of agrasmenl, and (hiv Loasa shall Aol lminale of aupie during ihe s of swh
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plan of agiesmant. I sald lands of any pan thaiool, shad homaller be operaied undur any sueh gonpartive or unil plan ol dovelupmenl of opwation whitoby he

modustion (horeliam is Miocated 18 Giodan! portions of Ihe land covgiod by nd pian, Lnan the foduaticn wlocRiud W Bk paricular I o ladd ahak, ot the pumoce

o ctirpuiing (he Joyallivt o b Dald hidewndel 10 Laassr, e fegardad &8 having besn pioduced lom ihe phRiciiar \rast of b 1o which ¥ It RicoRed and nel i@ BN .
oot aet of tand; and e uvulr paymania lo b made harsundor lo Lenser shal bo bated upon poductien only e s diocaled, Lesso shail Tormally oapross Lussors

contend 10 Any cooperalve of unil plan of development ar operation adopled by Lessso and apptoved by any govermental agancy by ewoullng the TAMS Upah jequesl

of Leshos, ’ : .

10. W pdditen 1o and ngt i FeAntan ol e dghte Qramsd fn paragranly B herel. LoBtoo s haimhy oranied e fighl and opiien 10 sorsoliiale, pod] & wting 1M
tandy moverod Dy this Lessw, of any podion of periions Mewwid of any sitalulft o Elinla Haimindst, wilh athwt tandie of ke sIralA (heteunder o {he ket
of ot the production Ihateiiom of oif, QAB, okinghaad QAR Be wine: ydrooarkiond, or s of all ¥ deld produom, whon W Lessea't dmgretion and judgamuni N I adviseble

0 do 40 lof ploper OWvelopmwnl Of operetion of e oasod  prat o o g o specing er zoning et of any fawlul avihothy, ueh conswideten, poeling of -
combining 12 s M@ wntn Gf duch ahape and dimonaiony @ hassay (nay wleqt provided that ety sueh Ui when compleied shall D composed of Lot wach Of which

i contiguous 1o, louches of commers with some one or fhor of the olhor iracts In the unt In such thanner as 1o form one connected tact of unh, and provided, furthet,

that any Wacts Inclded ln any such unit separaled only by a stroet, aley, road, . failroad, canal, slream, right-ol-way - or othar similar sifp of parcel of land shall be
contidared as contiguous, comering of louching wkhin the meaning ol this paragraph. Any unk jormed under this paragraph for production o oll and casinghead gas shal

nol axcoed 163 acres In surlace area, and for production of dry gas of gas well gas or dry gas wall pas and condensate of distilale shall. not exceed 860 acres in surlace .
area. N some larger unil for the production of oll and casinghead gas of dry gas or gas woll gas of dry gas well gas and ondensale or distiiate Is permited o prescribed
by lawiut suthorly, then in such event such larger unk shal control, provided that, ¥ governrnenial survey unlts boe imegular in size ln the area of this Leass, the size Of

any units mentloned harein may be inctoased ta the eize of the thera exlstng governmental survey unil naarest n size 1o the unkt acrsags prescribed heisin, The fight .
and oplion harein granted to Lessee may bo exerced at any time or lrom time lo time, whether belore of alter production s sacured and whether of not a unit may
ihetelolors have been croaled lor noma other product, by executing In wriling an Instrument identitying and doscrbing the unk crested, and by delhvering a copy theraol
1o Lessor of by recording & copy tharaol In the counly where tha land is located. The fands in any such unit shall b developed o operaled as one:iract and sny cpétations

for he drling of a well on or produciion lrom such unk, whether of nol lrom lands descrbed In this Lease, shall be deemad 10 be drkling operalions . an of produciien | . -
. secured on lands subject 10 this Lease for all purposss excopl lot lhe purpose ol payment of royalty hereunder; provided, further,: that - any operations for drilling -and
. completing a well on any such unh shall be desmed fo be operations on the lands descrbad In Ihis Leass and under 1he terme theteot . regardisss of whather said
- operations resull in a well of the iype covered In the instrument declaring such unlt or a wel of a typa not covered by such lnstrument. In tieu of \he royaliss slhhewheie

hetsin specitied, Lessor shal receive from production of any such unil only such porien of the royally, st the rate stipulaled elsowhare herain, as Lessor's acteage |n

the unk {of his royahy Inlerest therein) bears. (o the total acreage of lhe unil. : : . s . .

11, In the inlerest of conservation, the prolaction of [esarvalt pressures nod rocovary ol the grealnsl ultimata pleki of off and/or gQus, Lasses shall have the right
\o combing the leased pramises wih other premizes in lhe aamw general area for ihe pumpose of openating and maintaining reptessuring and rtecycling | Incilities, and iof
such purpose may locate such faclities, Including input wells, upon Lhe wated premises, and no royatties shat be payable hereunder on any gJas used 0r repressuning
and recycing cperations beneflling 1he wated promises, : : . - : Lo L

12, Leasor hereby warranis and agiect lo dalend the lile 1o the tand hereln desciibed and agrees thal Lessee, al its, option, may pay and discharga any taxes, mong-
age, ot other Hens axlsting, levied, or assetsed on of agalnel the ahove described lands, and If Lessoe does 50, A shali be subrogaied 10 the rights of any hoidor o holders
\hetool and may feimburse Hsell by applying 1o Lhe discharge ol any such mortgage, lax of other llen, any loyally accruing hareundes. . 1

13. ¥ Lessor conskiers that Lesses has nat complied with all s obilgations hersunder, both express and Implied, Lessor shal . natlly Lessoo in writing, sefting out =
specilically In whal Tespects Lessos has breached this contract. Lessee shall than have sixty days ahet receipt of said ‘notlcs. within which to meel of commsnce 1o meet |
all or any part of the breaches alleged by Lessof, The service of sak notice sha% ba precedent lo the bringing of -any action by Lessor on sald Loase for any causs, and
no such action shall be brought unill the lapse of sixy days alter servica of such notice on Lessee, Neither Ihe servica ol sakl nolice nor the doing of ‘any acis by Lessoe
aimed %o meet al of any of the allaged braaches shall be doemed an admistlon of presumplion thal Lessae has falled fo periorm all is obligations hereunder.

14. X Lessor, during the primary term of (his Lease, tecoivos a bona fide offer which Lessor '3 wiling lo accept from -any parly olfeing fo purchase [rom fossor a
loase covering any o il ol the substances covered by this Lease and covering Nl of a portion of the land described hareln, with the leass becoming eflactive upon
sxpiration ol Uhis Lease, Lessor agrees to nolily Lessoa in writng of said offer Immediately, Inchiding In the notice the name and address of lhe offeror, the price ofierad
and al olher portinent lenms and condltions of the offer. Lessea, lor a petiod of 15 days after receips of lhe notice, shall have the proc and preforred right and option lo
purchase the isase of par thereol or Interesi therein, coverad by the offer at the price and according 10 the lerms and. condilions speciied In the offer, AN offers made
up 10 and including the last day of 1he primary teqn of this Lease shall be subject to lhe terma and conditlons of this paragraph. Should Lessss slect 10 purchass the jease
pursvant 1o the terms hereol, H shal sa nollfy Lessor in wiling by mall or telegram ptlor lo- expitalion of sald 15 day poriod. Lossee shall promplly thereatter furnish 10
Lessor the new lsase lor execution on behall of Lessor along with Lessee's aight draht papable 1o Lessor i paymonl of the spocilied amount as consideration for the new
lease, such deaft being subject only to approval of lide according to lha leime theroof.  Upan receip! Ihereol, Lessor shall promplly execute sakl leass and teturn same
along with the sndorsed dralt o Lesseo, a ropresontative of through Lessors bank for paymenl. ; .

15, All express and implied covenanis ol this Lease shall be subject to all federal and staie lawe, execulive ordors, fules and regulations, and this Loase shall not
be lerminaied, in whole and in pan, nor Lessee held liable In damage for fallure 1o comply therewkh ¥ compliance Is pravented by, of If such laliure s the resul of, any
wuch law, ordor, ruls of reguiation, of i such compliance M provented by or falkre is the resuh of inability of Lessee through na lault of fis own, 1o obtain sulficient and
salsfaciofy malerlal and equipment 1o jusily the commencament of dilling operations of 1o comtinue production of oil 'or gas irom Ihe joasad premises. :

¥6. Tnis Leass and all hs lerms. condltions, and siputalions shall extend ‘o and be tinding. on all successors of Lessof and Lestoa, '

17. Wih retpect 1o and lor the purpose of this Lease, Lestor, and each of them i thete be more than ona, hereby releases and walves lhe gt of homestead.

18. This Lease shal be binding upon each pary who sxecutes H withoul regard to whether ol s exoculod by all thosa named herein as Lessor.

.

IN WITHESS WHEREOF. this agreament Is eoxecuted on the data firsl above wrillen.
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NEVADA INDIVIDUAL ACKNOWLEDGEMENT

star on Ll d 4O k/& Uy K2y SEqHe3¢€.
COUNTY Of i & _Jortf S " _ Wﬁ:&f
y of J(/)‘ZL . inthe yua/ oa i 411 /uf/r{— _
Cg. iu:

O this 2 : m.? , betore me v
Notary Publie, personally appeared ; L Mi 2b St~ Q—. S AAnch , known to me 19 be the person whose

name Is subscribed 1o the within instrument, and acknowledged to me Lhat he exceuted the same
/o\ar/yl’uhlic
Al A

Place of Residence

NEVADA CORPORATE ACKNOWLEDGMENT

My Commission expires: T 2\ — 65 )

STATE OF .
COUNTY OF -
On this day of : . , in the yeat —— .., belore me
Notary Public, personatly appeased , knowntu the 1o be the __President

of the corposation thai executed the within instrument and acknowtedged lo me that such corporation exceuted the same,

Notary Public

My Commission cxnires:

. Place of Residence
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