Tract No.
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
(4 YEAR PAID-UP LEASE)

This Oil and Gas Lease (this “Lease™) is dated and effective as of May 5, 2015, (the “Effective
Date”), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES, a
division of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South
Charleston, West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and
ANTERO RESOURCES CORPORATION, a Delaware corporation, whose address is 1615 Wynkoop
Street, Denver, Colorado 80202, party of the second part, hereinafter designated as LESSEE.

~UNDER AND PURSUANT TO THE PROVISIONS OF THE CONST ITUTION AND LAWS
OF THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO
THE STATE OF WEST V IRGINIA, WITNESSETH:

1. Grant of Lease. In consideration of the bonus of Eight Thousand One Hundred and
Twenty Five Dollars (88,125.00) per net mineral acre paid at closing to Lessor, the royalties to be paid, and
the covenants, obligations, stipulations and conditions to be observed and performed as herein set forth,
Lessor does hereby demise, lease and let unto the Lessee the following described tracts of land for the sole
purpose and with the exclusive right of exploring, drilling, completing, operating for, and producing oil,
gas, and other liquid or gaseous hydrocarbons (including, by way of example and not limitation, any and all
natural gas liquids such as butane, ethane, isobutane, natural gasolines, pentanes, propane, and similar liquids
or byproducts) produced in association with the oil or gas in or underlying the Leased Premises (the
“Granted Minerals™), and comprising the Granted Minerals and further described as follows:

Situated in Ellsworth District, Tvler County, West Virginia

Tax Map 29, Portion of Parcel §:

Beginning at a Hickory comer to Maria C. Gregg and Alexander M. Ash, thence N 34° E 54 4/5 poles to a Stone
corner to C.O. Birch, thence S 46° E 31 3/5 poles to a Stone, thence S 43 1/2°E 16 poles to a Stone, thence S 34 1/2°
E 12 poles to a Stone, thence S 49° E 20 poles to a Stone, thence S 410 E 33 poles to a Stone corner to C.O. Birch
and Annie E. Duty, thence S37°E 16 poles to a Stone, thence S 6° E 12 poles to a stone, thence S 34° E 19 poles to a
Stone corner to Annie E. Duty at the Ridge Road, thence S 53° W 119 2 poles to a Stone comer to Annie E. Duty and
Elizabeth Ripley, thence N 21 1/2° W 83 poles to a Stone corner to Elizabeth Ripley and Maria C. Gregg, thence N 12
1/2° W 75 poles to the place of beginning, containing 92 100/160 acres be the same more or less.

Said description being contained in Deed Book 54, Page 436




Tax Map 30, Parcel 3:

Beginning at a stone, corner to Birch; thence South 88 15 West 84 poles to a stone, corner to Birch land;
thence South 71 West 34 1 poles to a C.O.; corner to Birch lands and Howard's line; thence South 18 ¥ East
46 poles to a stone; thence North 84 East 130 poles to a stone in J.A. Meredith's line; thence North 5 East 44
poles to a stone, corner to J. A. Meredith's land; thence South 85 15 West 25 poles to the beginning,
containing 40 acres, more or less.

Said description being contained in Deed Book 227, Page 141

Tax Map 30, Parcel 2:
Beginning at a stone in the main run bottom; thence down said run North 23-1/2 West 52-3/4 poles to a stone;
thence South 71 West 18-3/4 poles to a stone; thence South 23-1/2 West 54 poles to a stone on side hill in a
line of lands conveyed to Levi Lasure by C. O. Burch, et ux, May 28, 1898, and with the same down the hill

North 71-1/2 East 17-1/4 poles to the beginning, containing six (6) acres, more or less,

Said description being contained in Deed Book 227, Page 141.

Situated in Centerville District. Tvler County, West Virginia:

Tax Map 4, Parcel 1, Parcel 1.2, Parcel 1.3, and Parcel 1.4

Portion of Parcel 1: Beginning at a Chestnut Oak on the top of a ridge an original corner to the survey of 1200
acres surveyed for Thomas Gregg; thence with one of the original lines N 76 %4 E 68 poles to a Stone and
pointers at the end of a point; thence N 29 W 16 poles to a Hickory on a side hill; thence N 56 15 W 23 poles
to a Beech and small Red Oak; thence N 22 % W 20 poles to a Stone and pointers; thence N 13 W 16 poles to
a White Oak thence N 22 14 W 44 poles to a Stone and pointers on the side of a point; thence N 5 E 41 poles
to a Stone; thence West 98 15 poles to a Stone; thence S 5 W 161 poles to a Stone; and thence S 88 E 98 14
poles to the beginning, containing 120.5 acres, more or less.

Said description being contained in Deed Book 7, Page 147
Less and Except:

Beginning at a stone in the Ridge road, a corner to lands formerly owned by James A. Meredith, Sr., which
corner is referred to in the grantors’ deed hereinafter mention and running north 76° east 127°, more or less, to
a concrete monument, the beginning corner of the land hereby conveyed; thence north 68 1/2° east 264°, more
or less, to a concrete monument; thence south 60° east 726’, more or less, to a concrete monument: thence
south 30° west 208’, more or less, to a concrete monument; thence north 60° west 907, more or less to the
beginning concrete monument containing four (4) acres, more or less

Said description being contained in Deed Book 205, Page 252

Portion of Parcel 1: Beginning: At a stone thence, N. 76 4 E. 47 P. to a Dogwood corner to Reppard. Thence
N.41/5E.130%P.toa stone, corner to Reppard thence N. 58+ W. 36 14 P. to a Hickory, thence N. 36+ E. 6
P. to ac.s thence N. 19° W. 8 P. t0 B.O. Bush, thence S. 65° W. 6 P. t0 a stone thence N. 42 %5° W. 17 4 Pto a
large C.O. Thence N. 19° W. 82 P. to a stone corner to Geo. Fletcher in Armstrong Smith's line; thence S. 80°
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W. 172 P. to a stone, Poplar called for cor. to Birch, Thence S. 232 E. 54 P. to a stone. Thence S. 9 14 W 39
P. to a stone in landbottom also corner to Birch and Seasone, thence S. 85 14 E. 25 P. to a stone, cor. To. J.A.
Meredith, thence E. 98 15 P. thence S 5 1/5 W 41 4/5 to a stone and Pointer, thence S. 22 14 E. 44 P. w.0.
Thence S. 13E 16 Pto a stone; thence S 22 %4 E 20 P. to a Bee & Small Red. O. thence S. 56 14 E 23P.toa
Hickory, thence S 29 E 16 P.

And: Beginning a stone in road corner to J.A. Meredith, thence E. 48 3% P. to a stone, thence N4 4 E 30 P. to
a stone in road, thence S 88' W 18 2/3 P to a C.O. thence S 82 W 18 P. to a W.O. thence S 55° W 8 14 P. to a
c.o. Thence S 38 W 23 P. to the place of beginning, containing jointly 194 3% acres, be the same more or less.

Said description being contained in Deed Book 31, Page 58
Less and Except:

Beginning: at a (poplar) stone, corner to Birch, Thence, S. 30° E. 56 P. stonie corner to Birch; thence N. 6915
E. 18 P. stone corner; thence N. 83° E 23 P. to a stone by a Pine; S. 88 14° E. 40 P. to a stone, thence N. 64° E.
18 P. to a stone, thence N. 72 %° E. 24 P.toaB._ ;N.81%°E. 41P.t02a stone in A. Smith’s line; thence
N. 16° W. 42 P. to a stone and pointers; S 82 14° W. 180 P. to the place of beginning: containing 50 acres, be
the same more or less.

Said description being contained in Deed Book 35, Page 81

Less and Except:

Beginning at Hickory on point, thence N. 46 W. 33 1/3 P. t0 a stone by run, thence S. 71 W. 5 4/5 P. to a
stone to Cupp, thence S. 913 W. 39 P. to 3 stone, thence S. 85 %4 E. 24 3/5P. 10 a stone, corner to Leazure,
thence E. 16 P. to a stone, thence N. 8§ % W.213%P.... to the beginning, containing 7 7/8 acres and ....(sic)
poles of land, more or less.

Said description being contained in Deed Book 74, Page 35.

Less and Except (TMP ] -4-1.2):

Less and Except (TMP 1-4-1.3):

Less and Except (TMP 1-4-14):

Parcel 1.2: Beginning at the middle of the fork in Klondyke Ridge Road; corner of L.E. Ripley and Ina Baker
line; approximately 891 feet West; still in the middle of Klondyke Road even with an Oak Den tree to be the

center of the road; then South from the center of the road 416 feet in line with the Oak Den Tree to the second
concrete marker; then south 71° West 1040 feet to the third concrete marker; then North 416 feet to the
middle of Klondyde Road to the 4th marker, 9 feet south of the center of the road in the Fence Row: then
along the center of Klonkyke Road (east) 1040 feet back to the original marker; this containing 10 acres more
or less.

Said description being contained in Deed Book 217, Page 407



Parcel 1.3: Beginning at the Southwest corner of the William B. and Virginia B. McInturff line, North 29¢
East approximately 113 feet to the first concrete marker of the described property; then south 9° 15' East 1092
feet to the second concrete marker; then North 71° East 828 feet to the third concrete marker; then North 9°
15" West 1092 feet to the fourth concrete marker; then South 71° West 828 feet back to the original marker;
the above property containing 10.4 acres more or less.

Said description being contained in Deed Book 217, Page 409

Parcel 1.4: Starting at the fork in Klondike Road and the corner of the L.E. Ripley and Ina Baker property, the
first concrete marker at this corner; then South 4° 30' West 1040 feet to the second concrete marker: then west
4° 30" North 416 feet to the third concrete marker; then North 4° 30' East 1040 feet to the fourth concrete
marker; thence Easterly in the center of the road 416 feet back to the original marker; the described property
containing 10 acres more or less,

Said description being contained in Deed Book 217, Page 411

Containing 391.88 acres, more or less (the “Leased Premises”). Lessor represents and warrants to Lessee that
the West Virginia Division of Natura] Resources is the Proper agency or instrumentality of the State of West
Virginia to enter into this Lease for the purpose of leasing the Granted Minerals and Leased Premises to
Lessee on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources

is vested with- the full legat-authority and is duly authorized to execute this Lease on behalf of the Lessor and
the State of West Virginia.

2. Limitations on the Grant of Lease.

a. Surface Activities Prohibited. This lease does not include, and specifically prohibits and
excludes the right to enter upon or conduct exploration for, drilling, and production and marketing
activities of any kind associated with the Granted Minerals, or any other activities by Lessee, its
representatives, employees, contractors, agents, and affiliates, on the surface of the lands covered herein, if
any, including, but not limited to the construction of any pits and/or pipelines or gathering lines on the Leased
Premises.

b. No Storage. Lessee may not use the Leased Premises, or any part thereof, for gas, oil,
hydrocarbons, or brine storage purposes.

c. Use of Surface or Subsurface Water. Lessee shall not use the surface waters or the
groundwaters located within the Leased Premises.

d. Reserved Rights of Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all minerals other than the Granted Minerals including, by way of example
and not limitation, geothermal energy, salt, brine, coal and coalbed methane.

3. Facilities Development. Al development and production activities and facilities shall
be constructed on adjoining and/or other lands, but not the Leased Premises.

4. Term. This Lease shall remain in force for a term of Four (4) years from the date hereof
(“Primary Term”), and as long thereafter as Granted Minerals are produced from the Leased Premises or on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not being produced on the Leased Premises or on
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acreage pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then this
Lease shall continue in force for so long as operations are being continuously prosecuted on the Leased
Premises or on acreage pooled therewith (“Operations”). Operations shall be considered to be continuously
prosecuted if not more than one hundred twenty (120) consecutive days shall elapse between the completion
or abandonment of one well and the beginning of operations for the drilling of a subsequent well. If after
discovery of Granted Minerals on the Leased Premises or on acreage pooled therewith, the production thereof
should cease from any cause after the Primary Term, this Lease shall not terminate if Lessee commences
additional drilling or re-working operations within one hundred twenty (120) days from date of cessation of
production or from date of completion of a dry hole. If Granted Minerals shall be discovered and produced as
a result of such operations at or after the expiration of the Primary Term of this Lease, this Lease shall
continue in force so long as Granted Minerals are produced from the Leased Premises or on acreage pooled
therewith.

shall be comprised of lands contiguous to the Leased Premises and/or in the vicinity of the Leased Premises,
provided: that the unit may, with the written consent of Lessor, be larger, but no greater than One Thousand
Two Hundred and Eighty (1,280) acres, which consent shall not be unreasonably withheld, if that unit, in
comparison to a unit of Six Hundred Forty (640) acres, shall provide ”fQ’r’Wtﬂh{,:””greamrﬂydeyelgpment,;gf,,{he
Granted Minerals in compliance with the diligent development and protection from drainage requirements of

Lessor agrees to accept such proportion of the production royalty prescribed by this Lease as the acreage
contributed by this Lease bears to the total acreage comprising any such unit(s).

6. Pugh Clause — Horizontal and Vertical. As to any acreage of the Leased Premises which
is not included within any properly constituted and publicly recorded production unit at the expiration of
the Primary Term, as extended hereunder, this Lease shall automatically terminate, and be of no further force
or effect. Further, and to the extent Lessee has established production in paying quantities beyond the
expiration of the Primary Term on the Leased Premises, or lands pooled therewith, the Lease shall
terminate, on a production unit-by-production unit basis, as to all depths, horizons and zones lying at least
One Hundred feet (100) below the deepest producing horizon on the Leased Premises or any lands pooled

therewith determined by reference to the deepest producing horizon in each respective production unit.
Thereafter, this Lease shall continue in full force and effect for all depths, horizons and zones lying above the

production unit containing at least a portion of the Leased Premises, Lessee shall file a declaration of pooling
and unitization within a reasonable time in the records of the Office of the Clerk of the County Commission
of the county in which the applicable Granted Minerals are situated.

7. Royalty.

a. Delivery and Payment. Lessee shall deliver or cause to be delivered to the Lessor, or its
successors, nominees, agents, or assigns, at no cost to Lessor, a royalty equal to Twenty Percent (20%)
or One- Fifth of Eight Eighths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, or any Affiliate of
Lessee, from the sale of the Granted Minerals, produced and sold from the Leased Premises.



L. Gross Proceeds. Gross Proceeds means the total monies and other consideration accruing
to Lessee for the disposition of the Granted Minerals and/or any other marketable by-products, including
condensate. produced from the Leased Premises. Gross Proceeds shall be calculated based on the total
gross volume of Granted Minerals produced and sold, exclusive of production and post-production costs and
Severance taxes or other taxes of any nature.

ii. Affiliate of Lessee. Affiliate of Lessee means any person, corporation, firm, or other
entity in which Lessee, or any parent company, subsidiary or affiliate of Lessee, owns an interest of Five
Percent (5%) or more, whether by stock ownership or otherwise, or over which Lessee, or any parent
company or affiliate of Lessee exercises any degree of control, directly or indirectly, by ownership,
interlocking directorate, or in any other manner; and any corporation, firm or other entity which owns any
interest in Lessee, whether by stock ownership or otherwise, or which exercises any degree of control,
directly or indirectly, over Lessee, by stock ownership, interlocking directorate, or in any other manner.

b. Due Dates of Royalty. Lessee shall pay Lessor all royalties that may become due under
this Lease within one hundred twenty (120) days after the first day of the month following the month
during which any well commences production into a pipeline for sale of such production. Thereafter, all
royalties shall be paid to Lessor on or before the last day of the third month following the month of
production or within Ninety (90) days after the first day of the month following, whichever is longer.

c Automatic Termination for Non-Payment of Royalty. If royalty is not paid within the
time prescribed in the preceding sub-section entitled Due Dates of Royalty, Lessor will provide Lessee
written notice of nonpayment of royalty in accordance with paragraph 32 of this Lease. If Lessee fails to
pay Lessor royalty actually due and owing to Lessor within Thirty (30) days from Lessee’s receipt of such
notice, this Lease will automatically terminate. Inaccurate royalty payments shall not be governed by the

provisions of this paragraph 7(a)(c), but shall be resolved in good faith between Lessor and Lessee in a timely
manner,

d. Production & Post-Production Costs. Neither Lessee, nor any Affiliate of Lessee, may
reduce Lessor’s royalty for any post-production expense, including, by way of example and not
limitation, pipelines, surface facilities, telemetry, gathering, dehydration, transportation, fractionation,
compression, manufacturing, processing, treating, or marketing of the Granted Minerals or any severance or
other taxes of any nature paid on the production thereof. Royalties under this Lease shall be based on the
total proceeds of sale of the Granted Minerals, exclusive of any and all production and/or post-production

8. Method of Payment. All rents, royalties, bonuses, or other payments accruing and/or
owing from Lessee to Lessor under this Lease shall be made or tendered in either of the following manners:
a. By certified or cashier check delivered in accordance with paragraph 32 of this Lease, or

b. By direct deposit or wire transfer to the credit of Lessor as provided in writing by Lessor
to Lessee in writing by a separate instrument delivered contemporaneously with this Lease.



Minerals produced from the Leased Premises; and/or any other information related to the production and
sales of the Granted Minerals. Lessee shall meter gas deriving from the Leased Premises at the wellhead in
accordance with West Virginia law. Lessor shall, on an annual basis, upon reasonable prior written notice to

16. Quarterly Royalty Statement, Annual Report. Lessee shall furnish an annual report,
including production volumes and sales prices, to the Lessor not less than annually on the anniversary date
of this Lease, unless otherwise requested by Lessor. The Lessee shall include the following information no
less frequently than once per calendar quarter, either on the check stub of a royalty payment or on an
attachment to or enclosure with a royalty payment:

a. The lease, property, or well names and the well identification numbers on which royalties are
being paid;

b. The month and year during which the sales occurred for which payment is being made;

c. The total production from the well or wells expressed as the number of barrels of oil or the

total amount of gas in million cubic feet (MCF) and the volume of any other Granted Minerals, condensate, or
other constituents therein which were sold

d. The price per barrel of oil and per MCEF of gas sold; and

e. The name, address, and telephone number of a contact person where the Lessor may obtain
information about royalty payments made by the Lessee hereunder

11. Shut-In Royalty. If a well has been completed capable of production in paying quantities,
and has been temporarily shut-in for lack of a market, Lessee shall pay Lessor annually, on or before Ninety
(90) days of such shut-in event, the sum of One Hundred ($100.00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars ($250.00) per acre for the year thereafter on the ensuing anniversary. In no
event may Lessee maintain this Lease by payment of shut-in royalty beyond a continuous two-year period,
and this Lease shall terminate automatically on the first day following the second anniversary date of initial
shut-in. Additionally, in no event may Lessee maintain this Lease by payment of shut-in royalty beyond a
cumulative three-year period during which all production of Granted Minerals was shut-in, and this Lease
shall terminate automatically on the first day following the date that all production of Granted Minerals has
been shut-in for a cumulative period of Three (3) years.

12. Notice of Intent to Drill and Complete. Lessee shall supply Lessor prior written notice of
Lessee’s intention to drill at least fourteen (14) calendar days prior to the spudding in of a well
associated with producing the Granted Minerals. Lessee shall also supply Lessor with a copy of Lessor’s
completion report of such well or wells within thirty calendar (30) days of completion.

13. Diligence, Duty to Drill Offset Wells. Lessee shall conduct its drilling operations
hereunder utilizing best industry practices in existence at the time of such drilling, and shall otherwise
conduct its operations in a good and workmanlike manner as a reasonably prudent operator would under
the same or similar circumstances until all drilling and producing operations are completed, or until such time
as the final well is plugged and abandoned. Additionally, if Granted Minerals are discovered on or in the
Leased Premises, Lessee shall further develop and produce the Leased Premises as a reasonable and
prudent operator would, and exercise all due diligence in drilling additional well(s) as may be necessary
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14. Waste Prohibited, Damage. Lessee shall not commit, or cause to be committed, waste,
damage, or pollution to the Leased Premises. Lessee shall take all reasonable steps to prevent its operations
from causing or contributing to soil erosion, or to the injury of terraces, grades, embankments, other soil, or
structures on the Leased Premises. Lessee shall not pollute the surface or subterranean waters of the Leased
Premises, any reservoirs, springs, streams, irrigation ditches, stock ponds, or other wells on the Leased
Premises. Lessee shall not decrease the fertility of the soil, damaging any crops, grasses, timber, or
pastures on the Leased Premises, and shall not harm or injure any animals, fish, or livestock on or in the
Leased Premises, or damage any buildings, roads, structures, or other improvements on the Leased
Premises. Lessee shall preserve the Leased Premises, and upon the termination of this Lease, promptly
surrender and return the Leased Premises to the Lessor in the same condition, or substantially similar
condition, as the Leased Premises were in prior to Lessee taking possession of the Leased Premises. Lessee
shall compensate Lessor, its successors or assigns, for damages caused by Lessee to any being or thing which
is the subject of this provision,

lugging. Before abandoning any well associated with this Lease, Lessee shall
securely plug and abandon such well or wells in accordance with the rules and regulations of the West
Virginia Department of Environmental Protection and the laws of the State of West Virginia, and any other
governmental agency having jurisdiction.

16. Record Management. The Lessee shall keep an accurate account of al drilling
operations, including but not limited to the following: a log of each well drilled; original gas sales contracts
with amendments; gas balancing agreements and schedules; information concerning litigation, settlement
agreements, or other agreements relating to sales and pricing of the Granted Minerals.

17. Ratification. No instrument executed by Lessor shall be effective to constitute a
ratification, renewal, extension or amendment of this Lease unless such instrument is clearly titled to indicate
its purpose and intent.

18. Compliance with Applicable Law. This Lease shall be subject to the Constitution and laws
of the State of West Virginia and the rules and regulations of the West Virginia Division of Natural
Resources and the West Virginia Department of Environmental Protection now or hereafter in force, all
of which are made a part and condition of this Lease; provided, that no regulation made after the execution
of this Lease affecting either the length of the term hereof, the rate of royalty, or payment hereunder, or the
assignment hereof, shall operate to alter the terms and conditions of this Lease. Lessee agrees to comply in
all material respects with the laws, rules and regulations of the State of West Virginia and the United States of
America.

19. Insurance. A company licensed by the West Virginia Insurance Commission to do business
in the state of West Virginia shall underwrite all policies required by this Lease. Lessee, and/or any
person or entity acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed
insurance carriers at all times during which this Lease remains in force and effect sufficient workers
compensation and employer’s liability insurance, commercial general liability and umbrella liability
insurance, business auto and umbrelia liability insurance, and environmental liability insurance in the
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amount of at least Twenty-Five Million Dollars ($25,000,000.00), combined single limit, identifying
Lessor as an additional insured (except for workers compensation and employer’s liability), and shall be
primary coverage for Lessor. Said policy or policies, declaration pages and certificates of insurance thereof

except for workers compensation and employer’s liability with regard to the Leased Premises, and shall reflect
that the insurer has waived any right of subrogation against the Lessor.

20. Bonding. Within Thirty (30) days from the Effective Date of this Lease, Lessee shall post a
surety bond in favor of the Lessor in an amount of Two Hundred Thousand Dollars (5$200,000.00) to secure
payment of all sums due and performance of all obligations arising under this Lease.

21. Assignment. The rights and estate of Lessee (or any permitted assignee or transferee of
Lessee) hereunder may not be assigned or otherwise transferred, in whole or in part, without the prior
written consent of Lessor, which consent shall not be unreasonably withheld. In the event Lessee proposes
to assign or transfer this Lease, the Lessee shall give Lessor written notice of its intent to assign or transfer its

or transfer (“Transfer Notice™). Upon delivery of a Transfer Notice to the Lessor, Lessor shall have Fifteen
(15) days to either: (a) consent to the proposed assignment or transfer by delivering written its_consent to

Lessee; or (b) in its reasonable discretion, withhold its consent to the proposed assignment or transfer by
delivering written notice to Lessee that it is withholding its consent and specifying the reasons therefor. In

22, Default. The occurrence of any of the following shall be deemed a default of this Lease:

a. Failure of Lessee to timely pay Lessor any amounts required under this Lease in
accordance with paragraph 7.

b. If any creditor of Lessee, its agents, and/or assigns, takes any action to execute on, garnish,
or attach the Lessee’s assets located on or accessing the Leased Premises. This provision shall not impair
Lessee’s ability to mortgage its interests in the Granted Minerals or the Leased Premises.

c. Failure of Lessee to obtain any requisite “prior written consent” as set forth within this Lease.
d. Failure of Lessee to maintain insurance in the type and amount as set forth within this Lease.
e. Shut-in of Lease exceeding the periods set forth in paragraph 11 of this Lease.

23, Notice of Default or Breach. If Lessor considers that Lessee has failed to comply with its

obligations under this Lease, whether express and implied, Lessor shall notify Lessee in writing, setting

out in what respects Lessee has breached this Lease. Lessee shall then have Thirty (30) days after receipt

of said notice to cure all alleged breaches asserted by Lessor or, if it is not practical to cure such alleged

breaches within thirty (30) days, then Lessee shall have Thirty (30) days to commence curing the alleged

breach and diligently and continuously pursue to completion such cure. If Lessee, having received such

written notice of breach of Lease, shall thereafter fail or refuse to satisfy in the timeframes set forth in the
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immediately preceding sentence, or respond in a meaningful fashion to Lessor’s notice within such Thirty (30)
day period, or such longer period of time if Lessee is in good faith continuously effectuating a cure of such
alleged breach(es), this Lease shall automatically cease and terminate. Upon such termination, Lessee agrees
to (a) immediately and unconditionally surrender possession of the Leased Premises, or of the portion of the
Leased Premises included in such notice of breach, and (b) plug and abandon any producing or non-
producing well(s).

24, Remedies for Default or Breach. The Lessor shall be entitled to recover from the Lessee
any and all royalties, charges, or claims of every kind and nature due and owing and/or arising out of this
Lease, upon Lessee’s failure to remedy any alleged breach within the applicable cure period and to take
immediate possession of the Leased Premises. If Lessor institutes proceedings to clear title or take
possession of the Leased Premises, Lessor shall be entitled to recover from Lessee its reasonable attorney
fees and costs, investigation costs, any expert fees, and any other reasonable costs or expenses related to such
proceedings.

28, Surrender of Lease. The Lessee may surrender this Lease or any part of this Lease if, and

only if, Lessee is not then in default of any obligations under this Lease and upon payment of all
liabilities then accrued and due., Such surrender must be evidenced by written notice delivered to

26. No Warranty of Title.

a. Lessor makes no representation of title or ownership, either express or implied, and
further makes no warranty as to the actual or potential presence of Granted Minerals. Lessee represents it
has performed all necessary due diligence regarding the title or ownership of the Granted Minerals, and
agrees to be bound by the quantum of acreage as set forth in the Legal Description above.

b. Lessee shall notify Lessor of any adverse claim to the Leased Premises affecting title to all or
a portion of the rights to develop the Granted Minerals, and Lessor may, with the approval of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to such disputed portion
of the Leased Premises under terms and conditions that the Attorney General feels proper to safeguard the
rights and interest of the State of West Virginia.

C. If an adverse claimant files suit against the State of West Virginia or against Lessee claiming
title to all or a portion of the Granted Minerals, or if the Lessee, after receiving notice of an adverse claim,
institutes litigation in a court of competent jurisdiction to adjudicate the validity of the claim, the rents and
royalties accruing to the litigated portion shall be placed in an escrow account until such time as the
ownership of the disputed interest is finally determined by a court of competent jurisdiction.

d. If a court of competent Jurisdiction determines that Lessor does not have title to all or part
of the Granted Minerals in the Leased Premises, the rentals, royalties, and bonus thereafter accruing from any
part as to which this Lease covers less than the full interest in such Granted Minerals, shall thereafter be paid
only in the proportion which the interest therein, if any, covered by this Lease bears to the whole and
undivided fee simple estate therein. Any sums of money paid pursuant to this Lease are not reimbursable to
Lessee.

10



27. Indemnity. Unless caused by the negligence of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend, indemnify, protect and hold harmless Lessor and Lessor’s SUCCESSors,
representatives, agents and/or assigns from and against any and all claims, demands, causes of action,
liability, loss, damage or expense of any and every kind and nature, including without limitation costs,
expenses, and attorneys’ fees, for injury (including death), or damage to persons or property (including
environmental damage to the surface, waterways, or subsurface estates of any person, firm, corporation, or
other entity) arising out of, incidental to, or resulting from (i) the operations or activities of Lessee or
Lessee’s servants, agents, employees, guests, licensees, invitees or independent contractors on or in the
Leased Premises; (ii) the exercise of any right granted under this Lease, and/or; (iii) any obligation
imposed under this Lease. Any successor in interest of any rights of Lessee in this Lease shall likewise be
obligated to defend and indemnify Lessor and Lessor’s Successors, representatives, agents and assigns in the
same manner as the original Lessee.

28. Limitations on Drilling. From and after the Effective Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to produce the Granted Minerals from the Leased
Premises if such wellpad would be located within Five Hundred feet (500°) of any outside boundary of the
tracts comprising the Leased Premises measured linearly from any point along said tract boundary to the

term, substantial interference with the public’s use of the surface of the Leased Premises as it exists on the
date of the Lease. Further, if Lessor determines in its reasonable discretion after conducting a proper
investigation that the drilling activities of Lessee related to the production of Granted Minerals from the
Leased Premises have created a long-term, substantial interference with the public’s use of the surface of the
Leased Premises as aforesaid, then Lessor shall have the right to seek from Lessee additional measures or
controls to mitigate such long-term, substantial impairment caused by Lessee’s said drilling activities.

provided, in no event shall Lessee’s performance be suspended as a result of Force Majeure, federal or state
law, or any rule or regulation for a period in excess of two (2) consecutive years. As used herein, the term
“Force Majeure” shall mean acts of god such as flood, fire, adverse weather conditions, war, sabotage,
rebellion, insurrection, riot, strike or labor disputes, or by other cause(s) not within Lessee’s control, but
shall specifically gxclude scarcity, cost, or inability to obtain or use equipment, contracts, personnel,
water, or other material(s).

30. Further Assurances. Each of the parties hereto shall, and shall cause its respective affiliates
to, from time to time at the request of the other party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents. instruments and
conveyances, and take such other actions and do such other things, as may be reasonably necessary in the
opinion of counsel to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or instrumentality of the State of West Virginia to enter into this Lease, as stated in
paragraph 1 herein, Lessor shall cause all of the proper agencies or instrumentalities of the State of West
Virginia, without any additional consideration, to join in this Lease, as Lessor, upon the same terms provided
herein.
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31. Governing Law. This Lease shall be governed by the laws of the State of West Virginia
and any dispute arising out of this Lease shall be resolved in a West Virginia court of law having jurisdiction
thereof.

32. Notices and Payments. All notices and payments which are permitted or required under
this Lease shall be in writing and shall be deemed valid and received if delivered personally; by
registered or certified mail, return receipt requested; or by special carrier (such as Federal Express or UPS),
with signature required, to the Lessor and/or the Lessee to the following addresses, unless otherwise agreed by
the parties in a signed writing:

a. To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams

324 Fourth Ave

South Charleston, WV 25303

b. To Lessee:

Antero Resourses Corporation
Attn: Vice President, Land
1615 Wynkoop Street
Denver, CO 80202

33. Successors in Interest. The terms, conditions, covenants, obligations, considerations or
requirements of this Lease shall extend to and be binding upon the parties hereto, their Successors,
executors, administrators, and assigns, all of whom shall be jointly and severally liable.

34, Severability. Should any one or more of the provisions in this Lease become or be
adjudicated by a court of competent jurisdiction to be void or invalid, in whole or in part, the remainder of
this Lease shall remain in full force and effect.

3s. Counterparts. This Lease may be executed in any number of counterparts, and by different

parties in separate counterparts, all of which shall be identical. Each such counterpart shall be deemed to be
an original instrument, but all such counterparts together shall constitute but one instrument.

[Signatures to Sollow]
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IN WITNESS WHEREOF, the parties hereunto subscribed their signatures on the day and year first above
written.

WEST VIRGINIA DIVISION OF NATURAL RESOURCES,
ON BEHALF OF ITSELF AND OF THE STATE OF WEST
VIRGINIA

/ ‘\\,‘2 {:3\ C a\i,{,\
W ‘
ATTEST: By: Robert A. Fala, Director

West Virginia Division of Natural Resources

ANTERO RESOURCES CORPORATION

ATTEST: By: Brian A. Kuhn
Title: Vice President, Land

[Acknowledgements to Jollow]

ACKNOWLEDGEMENT FOR WEST VIRGINIA DIVISION OF NATURAL RESOURCES

State of West Virginia,
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County of Kanawha,

Personally appeared before me, the undersigned Notary Public, within and for said County and State,
ROBERT A. FALA, to me known to be the person who subscribed the name of the West Virginia Division
of Natural Resources, a division of the West Virginia Department of Commerce, to the foregoing

and deed and as the free and voluntary act and deed of such West Virginia Division of Natural Resources, a
division of the West Virginia Department of Commerce, for the uses and purposes herein set forth.

= A7 L;f .
IN WITNESS WHEREOF, I have hereunto set my hand and N otary Seal on this ,_/_ day of 7/ /2,

7
/ R

/ (A YA
- . / i s B ST AR PR A
My Commission Expires:! if A A SG e ’7—’///%’vv LA T
o, 4 £ e 5 e Pl / . (/" s N~

i ORI SR Y Notary Publics”

S NOTARY PUBLIC
R STATE OF WEST VIRGINIA

PATRICIA J. wHiTE ¢
P

vy WV DE
# 60157t Street SE, Charleston, Wy 25304
My Commission daruary 26, 2015 é

ACKNOWLEDGEMENT FOR ANTERO RESOURCES CORPORATION

State of Colorado,

County of Denver,

Cai s
This instrument was acknowledged before me on 6?%% 1D . by Brian A. Kuhn the authorized
representative of Antero Resources Corporation, a Delaware corporation, on behalf of the corporation.
GO a,
LA

My Commission Expires:

Notary Public

(SEAL)

Thus Instrument prepared by:

Larry W. George, Fsq.

Special Assistant Attorney General
West Virginia Department of Commerce
One Bridge Place, Suite 205

10 Hale Street

Charleston, West Virginia
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Tract No. T6002A
Sale ;
Lease No.

-

WEST VIRGINIA OIL AND GAS LEASE
- NOSURFACEUSE
(4YEAR PAID-UP LEASE)

THE STATE OF

, - This Oil-and Gas Lease (this “Lease”) is dated and effective as.of April 30, 2015, (the “Effective
Date™), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES,a division
of the West Virginia Department of Co'm‘r'n%rce, whose address is 324 Ij‘burth Avenue, South Charleston,
West . Virginia 25303, party of the first part; héreinafter designated. as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address 1s 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter designated as. LESSEE. o -

~ UNDER AND PURSUANT.TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA"RELATING TO LEASING PUBLIC LANDS BELONGING TO THE
STATE OF WEST VIRGINIA, WITNESSETH: '

1. Grant of Lease. -In consideration of the bonus of Nine Hundred Eighty Three Thousand
Eight Hundred Eighfy Two and 82/100 Dollars ($§983,882.82) for 60.180 net mineral acres paid at closing
to Lessor; the royalties to be paid, and the covenants, obligations, stipulations and conditionis to be observed
and peiformed as herein set forth, Lessor does hereby demise, lease and let unto the Lessee the following
described tracts of Tand for the sole purpose and with the exclusive right of exploring, drilling, completing,
operating for, anid producing oil,.gas, and. other liquid or gaseous.hydrocarbons (including, by way of
example and not limitation, any and all natural:gas liquids such as butane, ¢thane, isobutane, natural gasolines,
penitanes, propane, and similar liquids or byproducts) produced in association. with the oil or gas in or
underlying the Leased Premises (the “Granted Minerals™), situated in Ellsworth District, Tyler County, West
Virginia, and being-more-particularly described as follows: :

Tax Map 27, p16 Parcel 5 (Also rei‘eren_ced ‘as Jay-Bee Tract #T6002-A)7

The land referred to in this ;doc‘unﬁeﬁt-is situated on the waters of Middle Island Creek,
Elisworth D'istrict,'r-Tyler C_ouj‘nty, West Virginia, bounded and described as follows, to wit:

A tract of 60 acres anid 29-square rods of land, more or less, bounded and described
as follows: Beginning at a-stonie on the top of the ridge and a corner with the Ray H. Rymer
tract of land; thence with his{ine N 78 45° E (throught a line stone located at the-west side’
of the country road) 26 poles™and 10 links to a'stake in-the county road; thence with said
Rymer’s line N 78 45’ E (though a Cherry Line Tree at the top of a.bank and 64 poles and
9 links from said-stone by-the road) 70 poles and 9 links to a stake at the creek; thence with
the meanders of the creek S'11 28" E 42 poles to a stake; thence S 4 30’ E 17 poles to a
stake: thence S 2 30° W 22 poles and 20.links to a stake and corner to Guy L. Rymer;
thence with Guy L. Rymét’s line,-S77 9° W (passing through a White Walnut line tree
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located 8 poles from said stake), 69 poles and 2 links to a stone in the center of the county
_ road, and a corner in said Guy L. Rymer’s line; thence with another line of said Rymer, S
_ 74 28, W 40 poles and 12 links to a stake and-stone pile, a corner with the said Guy?L.
- Rymer and Rymer and Riggle; thence with the l_i'n"e of Rymer & Riggle N 9 55° W 97 poles
to a stone with a hole bored in same, and stone piles, a corner with Rymer and Riggle in
the line of Ray H. Rymer; thence with the line of Ray H, Rymer, S 67 53° E 23 poles and
10 links to the place of beginning. - ' -

Containing 60.18 acres, more or less (the “Leased Premises™). Lessor represents and warrants to Lessee that
the West Virginia Division of Natural Resources is the proper agency or instrumentality of the State of West
Virginia to enter into this Lease for the purpose of leasing the Granted Minerals and Leased Premises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources is vested
with the full legal authority and'is duly authorized to éxecute this Lease on behalf of the Lessor and the State
of West Virginia. LT - ' o

2. Limitations on the Grant of Lease.

S a. Surface Activities Prohibited. This lease does not include, and specifically prohibits and
excludes the right to enter upon or conduct exploration for, drilling, and production and marketing activities
of any kind associated with the Granted Minerals, or any ot_her.,ac_tivities by lessee, its representatives,
employees, contractors, agents, and-affiliates, on the surface of the lands covered herein, if any, including, but
not limited to the construction of any-pits and/or pipelines or gathering lines on the Leased Premises.

b. No Storage. Lessee mdy not use the Leased Premises, or-any part thereof, for gas, oil,
hydrocarbons, or brine storage purposes. ' - '

: c. Use of Surface or-‘Subsurface Water. Lessee -shall not use the surface waters or the
groundwaters located within the Leased Premises. ' :
d. Reserved Rights of Lessor. _'Lessor_ reserves- all.__:jigl)_ts_‘.i_lot granted in-this Lease, and
specifically excepts herefrom all minerals other than the Granted Minerals including, by way of example and
not limitation, géothermal energy, salt, brine, coal and coalbed methane.

.3 . Facilities Development. Ali-development and production- activities and facilities shall be
constructed on adjoining and/or otherlands, but fiof the Leased Premises and above and, if applicable, outside the
high water mark of the Ohio River, other waterways or islands therein,.except to the extent horizontal well laterals
are located underneath the bed, banks and shores of the same Leased Premises..

4. Term. This Lease shall remain in force for a term-of Four (4) years from the date hercof
(“Primary Term”), and as long théreafter as Graited Minerals are produced from the I.eased Premises or on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not being produced on the Leased Premises or on acreage
pooled thérewith, but Lessee is then engaged in drilling or re-working operations thereon, then this Lease shali
continue in force for so long as operations are being continuously pi'oseduteq on the Leased Premises or on
acreage pooled therewith (“Operations™). Operations shall be considered to be continuously prosecuted if not
more than one hundred twenty (120) consecutive days shall elapse between the completion or abandonment of
one well and the beginning of operations for the drilling’ of a subsequent well. If after discovery ‘of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the production thereof should cease from any
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cause after the Prrmary Term, this Lease shall not terminate if Lessec. commences additional drilling or re-
working operations within one hundred- twenty (120) days.from date of cessation of production or from date of
completion of a dry hole. 1f Granted Minerals shall be discovered and produced as a result of such operations
at or after the expiration of the Primary Term of this Lease, this Lease shall continue in force so long as Granted
Minerals are produced from the Leased’ Premrses or on acreage pooled therewith.

5. Unitization. Lessee may voluntarlly pool, consohdate or unitize portions of the Leased
Premises as to hydrocarbon bearing geologic formations in order to constitute a unit for the purpose of exploririg
for and producing Granted Minerals. Said unit may not.exceed Six Hundred Forty (640) acres and -shall be
comprised of lands contiguous to the. Leased Premises and/or in the vrcrmty of the Leased Premises, provided:
that the unit may, with the written cons_ent of Lessor; be Iarger butno greater than One Thousand, Two Hundred
and Eighty (1,280) acres, which consent shall not be unreasonably withheld, if that unit, in comparison to a unit
of Six' Hundred Forty (640) acres, shall provide . for: the. greater deveIOpment of the Granted Minerals in
comphancc wrth the diligent development and protection from drainage -requirements of Paragraph Fourteen of
this Lease. Once formed;-the unit(s) may not be reforimed,re-pooled, altered .amended, or changed inany manner
without-the. pr1or written consent of Lessor, which consent shall not be unreasonably withheld, conditioned or

delayed "Tn the event the Leased Premlses are so pooled, consolidated, or unitized, Lessor agrées.to accept such

proportion of the productron royalty prescnbed by this Lease as the acreage contrlbuted by this lease bears to the
total acreage comprising any such umt(s)

6. Pugh Clause — Horlzontal and.Vertical. As to any acreage of the Leased Premises which
is not included within any properly constituted and pubhcly recorded production unit at the expiration of the
Primary Term, as extended hereunder,’ this Lease shall automatrcally terminate, and be of no further force or
effect: Further, and to the extent Lessee.has established productron in paying: quantrtres beyond the’ exprratron
of the Prrmary Térm on the Leased-Premises, or lands pooled therewith, the Lease shall terminate, on a
production unit-by-production unit basis, as to all depths—horrzons and zones lying at least One Hundred feet
(100°) below the deepest. producmg horizon on the Leased Premises or any lands pooled therewith determined
by reference to the déepest producing horrzon in each’ respectrve production unit. Thereafter, this Lease shall
continue in full force and effect for all depths horrzons and zones lying above the depth of One Hundred feet
(100°Y.below the deepest producing fermation of a partlcular production unit as to all acreage located within
that particular production unit. Upon the drilling and-completion of a well within a production unit containing
at least a portron of the Leased Premises, Lessee shallfile a declaration of. pooling and unitization within a
reasonable time in the records of the Office of the Clerk of the County Commrssron of the county in which the
applrcable Granted Mmerals are srtuated

7. Royalty

a. Dellvery and Payment Lessee shall dehver or cause to be delivered to the Lessor, or its
successors nominees, agents, or assigns, at no cost to Lessor, a royalty equal to Twenty Percent (20%) or
One-Fifth of Eight Eighths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, orany Affiliate of Lessee,
from the sale of the Granted Minerals, produced and sold from the Leased Premises.

~ .. Gross, Proceeds. Gross ‘Procéeds means the total monies and other.consideration accrumg
to Lessee for the disposition of the:Granted Mmerals and/or any other marketable by—products including
condensate, produced from the Leased Premises. Gross ‘Proceeds shall be calculated based on the total gross
volume of Granted Minerals produced and sold, exclusive of productron and post-production costs and
severance taxes or 6ther taxes of any nature.

ii. Affiliate of Lessee. Affiliate of Lessee means any person, corporation,. firm, or other entity .
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mowhlch Lessee, or any parént company,.subsidiary or affiliate of Lessee, owns an interest of Five Percent
& /o) or more, whether by stock ownership or otherwise, or over which Lessée, or any parent company or
alf'ﬁ_hate of Le'ssee _exercises any degree -of control, directly or indirectly, by ownership, interlocking
directorate, of in any other manner; and’ any corporation; firm-or other entity which owns a’ny interest in
!_{es'see, whether by stock ownership or otherwise, or which exercises any degree of control, directly or
indirectly, over Lessee, by stock- ownership, interlocking directorate, or in any other manner. ’

_ b._ _ Due Dates of Royalty. Lessee shall pay Lessor all royalties that may become due under
thls_ Lease within one hupdred twenty (120) days after the first day of the month following the month
during_which any weli;cbmméng’:’es-pr,ciduéti,on into a pipe,line':for sale.of such production. Thereafter, all
royalties shall be paid to Lessor on or before the last day of the third month following the month of production
or within Ninety (90) days after the first day of the month following, whichever is longer.

. C Automatic Termination for Non-Payient of Royalty. If royalty is not paid within the
time prescribed in the preceding sub-section entitled Due Dates of Royalty, Lessor will provide Lessee written
notice of nonpaymeént of royalty in accordance with paragraph 32 .of this Lease. If Lessee fails to pay Lessor
royalty actually due and owing to Lessor-within Thirty (30) days from Lessee’s receipt of such notice, this
Lease will automatically terminate: Inaccurate royalty payments shall not be governed by the provisions of this
paragraph 7 (a)(c), but shall be resolved in good faith between Lessor and Lessee in a timely manner.

d. Production & Post-Production Costs. Neithér Lessee; nor any Affiliate of Lessee,” may
reduce Lessor’s royalty for any post-production -expense, including, by way of example and not limitation,
pipelines, surface facilities, telemetry, gathering, dehydration;” transportation, fractionation, compression,
manufacturing, processing, treating, or marketing of the Granted Minerals or any severance or other taxes of
any nature paid-on the production thereof. Royalties under. this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all production and/or post-production costs.

8. Method of Paynient. All - rents, - ‘royalﬁ_es, bonuses, or other payments accruing and/or
owing-from Lessee to Lessor under this Lease shall be made or tendered in the following manner:

a. By certified or cashier check delivered in accordance with paragraph 32 of this Lease, or

b. By direct deposit or wire transfer to the credit of Lessor as provided ‘i writing by Lessor
to. Lessee in writing by a separate instrument delivered contemporaneously with this Lease. '

- 9. Information, Metering, Lessor’s Right to Audit. Upon. request, Lessee shall furnish to
Lessor copies of title opinions covering the Leased Premises; copies of filings made by Lessee with the
Department of Environmental Protection related to the Leased Premises; copies of daily drilling reports,
gauge tickéts, sales receipts, division orders, or amounts of gross ‘production; copies of gas contracts or any
other agreements pursuant to which Lessee will sell, use, transfer, process, or dispose of the Granted Minerals
prodixced from the Leased Premises; and/or any other information related to the production and sales of the
Granted Minerals. Lessee shall meter gas deriving from the Leased Premisés at the wellhead in accordance with
West Virginia law. Lessor shall, on an annual basis, have the right to audit the books, accounts, contracts,
records, and data of Lessee pertaining to the development and sale of the Granted Minerals.

10.  Quarterly Royalty Statement, Annual Report. Lessee shail furnish an annual report,
including production volumes and:sales prices, to the Lessor not less than annually on the anniversary date of
this Lease, unless otherwise requested by Léssor. The Lessee shall:include the following information no less
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frequently'than once per calendar quarter, either on the check stub of &’ royalt'y payment or ot an attachment to
or enclosure with a royalty payment:

oA The lease, property, or well names and the well identification numbers on which royalties are
being paid; ' : S o
b. The month and year during which the sales occurred fdr which payment is being made;
c. The total production from the well or wells expressed as the number of barrels of oil or the total

amount of gas in million cubic feet (MCF) and the volume of any other Granted Minerals, condensate, or other
constituents therein which were sold ;

d The price per barrel of oil and per MCF of gas sold; and

€. The name, address, and te]ephone number of a coritact person where the Lessor may obtain
infarmation about royalty payments made by t the Lessee hereunder

11. Shut-In Royalty. If.a well has been completed capable of production in paying quantities,
and has been temporarily shut-in for.lack of a market, Lessee shall.pay Lessor annually, on or before Ninety
(90) days of such shut-in event, the sum of One Hundred ($100.00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars. ($250. 00) per acre for the year thereafter on the ensuing anniversary. In no event
may Lessee maintain this Lease by payment of shut-in royalty beyond a continuous two—year period, and this
Lease shall terminate automatlcally on the first day following the second anniversary date of initial shut-in.
Addmonally, in no event may Lessee maintain this Lease by payment ofshut-in royalty beyond a cumulative
three-year period during which all production of Granted Minerals was shut-in, and this Lease shall terminate
automatically on the first day following the date that all productlon of Granted Minerals has been shut-in for a
cumulatwe perrod of Three (3) years

12. Notice of Intent.-to Drill and Complete Lessee shall -supply Lessor prlor written notice of
Lessee’s intention to drill at least . fourteen (14) calendar days prior._to-the spudding in of a well associated
with producmg the Granted Minerals. Lessee shall-also supply Lessor -with a copy of Lessor’s completion
report of such well or wells wzthm th:rty calendar (30) days of completlon

13. Dlhgence, Duty to Drill Ol’fset Wells. Lessee: shall conduct its drilling operatlons hereunder
utilizing best industry practices in existence at the time of such drilling, "and shall otherwise conduct its
operations in a-good and workmanlike manner.as-a reasonably. prudent operator would under the same or
similar circumstances until all drilling and producing operations are completed or until such time as the final
well i3 plugged and abandoned. .Additionally, if Granted Minerals are’discovered on or in the Leased
Premises, Lessee shall further.. develop and produce the Leased Premises as a reasonable and prudent
operator- would, and exercise all due dillgence in- dnllmg additional well(s) as may be necessary to fully
develop the Leased Premises. Lessee shall” protect the Granted-Minerals-in and under the Leased Premises
from drainage by wells on adjoining or ‘fiearby tracts or leasés, including ‘those held by Lessee or any Affiliate
of Lessee. Neither the- rentals, royalties, nor any other consideration_set-forth under this Lease shall relieve
Lessee of its obligation to reasonably develop-and produce the Leased Premrses and to reasonably protect the
Granted Minerals in and under the Leased Premises from. dralnage or other damage. :

14, Waste Prohlblted Damage. Lessee shall not commlt or cause to be comm1tted waste,
darhage, or pollution to the Leased Premises. Lessee shall take all reasonable steps to prevent its operations
from causing or contributing to sml erosion, or to the i mjury of terraces, grades, embankments; other soil, or
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structures on the Leased Premises. Lessee shall not pollute the surface of subterranean waters of the Leased
Premises, any reservoirs, springs; “streams, irrigation ditches, stock ponds or othér wells on the Leased
Premises. Lessee shatl not decrease the fertility:of the soil, damagmg any crops, grasses, timber,-or pastures
on the Leased Premises, and shall not harm or injure any ammals fish, or livestock on or in the Leased
Premises, or damage any bulldmgs roads, structures, or other- 1mpr0vements on the Leased Premises. Lessee
shall préserve the Leased Premises, and upon ‘the termination of. this- Lease promptly surrender and retum
the Leased Premises to the Lessor in the same- condition, or substantlally similar condition, as the Leased
Premises weére-in prlor 'to Lessee taking possession of the Leased Premises._Lessee. shall compensate- Lessor,
its 'successors or assigns, for-damages-caused-by Lessee to any. bemg or thing whrch is the SUb_]CCt of this
provision.

15, Well Pluggmg Before abandomng any” well assomated w1th this Lease, Lessee shall securely
plug and abandon such well or. wells in accordance with the rules and regulatlons of the West Virginia
Department of Enwronmental Protection and the laws of the State of West Vlrgmla and any other govemmental
agency having _]uI’lSdlCthI‘l .

16. Record Management The Lessee shall keep an accurate account of a]l drilling operations,
mcludmg but not limited to the. fo!lowmg a Iog of each well drilled, duly.swofa to by ‘the contractor or drll!er
original gas sales contracts with amendments gas balancing agreements and schedules; information coneernmg
l]tlgatlon settlement agreements, or other agreements relating to sales and pricing of the Granted Minerals.

17. °~  Ratification. No inst’ru'ment ex’ecuted by Lessor shall be effective to constitute a ratification,
renewal, extension or amendment of this Lease unless such instrument is c]early titled to indicate its purpose
and intent.

18, . Compliance with Applicable Law. This Lease shall be subject to the Constitution and laws
of the State of West Virginia and- the -rules and regulations of .the- West Virginia Division of Natural
Resources dnd the West Vlrglma Department of Environmental Protectlon now or hereafter in force, all of
which are made a part_and condition-of this Lease; provided, that no regulatlon made after the execution of
this Lease affecting either the !ength of the term hereof, the rate:of royalty, or payment hereunder, or the
assigiment hereof, shall operate to alter the terms and conditions of this Lease. Lessee agrees to comply in
all material respects wrth the laws, rules-and regulations of the State of West Virginta and the United States of
America.

19. ~ Insurance. A company licensed by the West Virginia Insurance Commission to do business
in the state of West Virginia shall underwrite all policies required: by this Lease. Lessee, and/or any person
or entity acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance
carriers. at all times durmg whlch this Lease remains in force and- effect sufficient workers compensation
and employer’s liability insurance, commercial general -liability and umbrella Ilablllty insurance, business
auto and umbrella liability inSurance, and environmental liability -insurance in the amount of at least
Twenty-Five Million Dollars ($25 (00,000.00), combined single limit, 1dent1fymg Lessor ‘as an additional
insured (except for workers compensatlon and employer s liability), and shall be primary coverage for Lessor.
Sald policy or policies, declaration pages and certificates of insurance thereof shall be delivered to Lessor
upon commencement of the Lease .and upon each renewa] of said msurance policy. The insurance pohcnes
reqmred under this paragraph 19, shall name Lessor as an additional insured, except for workers compenisation
and employer’s liability with regard to the Leased Premises, and shall reflect that the-insurer has waived any
right of subrogation agamst the Lessor
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- 20, Bonding. Within Thirty (30) days from the Effective Date of this Lease, Lessee shali post a
surety bond in favor of the Lessor in an amount of Two Hundred Thousand Dollars ($200,000.00) to secure
payment of all sums due and performance of all obligations arising under this Lease.

21..  Assignment. The rlghts and estate of Lessee {or, any permitted assrgnee or transferee of
Lessee) hereunder  may .not be assigned or- otherwise transferred, 'in whole or in part, Wwithout-the prior
writtei consent of Lessor, which consent’shall not be unreasoniably withheld. In the event Lesseé proposes
to assign or transfer this Lease, the Lessee shall give Lessor written notice of its intent to assign or transfer its
interest in the Lease, which notice shail speelfy the type of assignment or transfer contemplated, the identity
and contact information of the proposed assignee or transferee,-and the timeframe of the proposed assignment
or transfer (“Transfer Notice™). Upon dehvery of a Transfer Notice to the Lessor; Lessor shall have Fifteen
(15) days to either: (&) consent to.the proposed assignment or transfér by dehvermg written its consent to Lessee;
or (b) in its reasonable discretion withhold.its-consent to the proposed assignment or transfer by delivering
written-notice to Lessee that it is wrthholdlng its consent and specifying the reasons therefor. In the event that
Lessor fails to respond to a Transfer Notice within the fifteen-day period specified in the immediatély preceding
sentence, Lessor shall be deemed for all putposes under the {aw to have approved the assignment or transfer
outlined in the Transfer Notice, and to have consented to such assrgnment or transfer in the same manner as if
it would -have delivered its written consent ‘to Lessee.

22.  Default. The ochrrenee of any of the fo]lo.wing'-sha],]' be deemed a default'of, this Lease:

a. Failure of Lessee to timely pay Lessor any amounts requlred under this Lease in
accordance with paragraph 7. ,

b If any creditor of Lessee its- agents and/or ass:gns takes any action to execute on, garnish,
or attach the Lessee’s assets located on or accessing the Leased Premises. This prov1sron shall not impair
Lessee s ability to mortgage its mterests in the Granted Minerals or the Leased Premises.

o. Failure of Lessee_.to obtain a'ny requisite “prior written consent” as set forth within this Lease.
d. Failure of Lessce to maintain'iinsurance in the t-ype and arnount as set forth within this Lease.
€. Shut-in of Lease exceedmg the periods set forth in paragraph 11 of this Lease

23, Not:ce of Default or Breach If Lessor consrders that Lessee has failed to comply with its

obiigations under this Lease, whether express and ‘implied, Lessor shall notify Lessée in writing, setting
out in what respects Lessee has breached this Lease. Lessee -shall then have Thirty (30) days after receipt
of said. notice to cure all alleged breaches asserted by Lessor or, if it is not practical to cure such alleged
breaches within thirty (30) days, then Lessee- shall have Thirty (30) days to commence curing the alleged breach
and diligently and continuously pursue to completion such cure. If Lessee, having received such written notice
of breach of Lease, shall thereafter fail or refuse to satisfy in-the timeframes set forth’in the immediatély
preceding sentence, or respond in'a meaningful fashion to Lessor’s notice, this Lease shall automatically cease
and terminate. Upon such termination, Lessee agrees to (a) immediately and unconditionally surrender
possession of the Leased Premises, or of the portion of the Leased Premises included in such notice of breach,
and (b) plug and abandon any producing or non- producrng well(s).

: 24, Remedies: for Default or Breach The Lessor shall be entitled to recover from the Lessee
any and all royalties charges, or claims of every kind and nature due and owing and/or arising out of this
Lease, upon failure to comply with the provrsrons of this Lease and to take immediate possessron of the
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Leased Premises. If Lessor .institutes proceedings to clear title or take possession of the Leased Premises,
Lessor shall be entitled to recover from Lessee its attorney fees'and costs, investigation costs, any expert fees,
and any other costs or expenses related to such proceedings.

-25, Surrender of Lease. The Lessee may surrender this Lease or any part of this Lease if, and
only if, Lessee is notthen in default of any obhgatlons under this Lease and upon payment of all liabilities
then accrued and dué. Such surrender must be evidenced by written notice delivered. to Lessor Thlrty
(30) days prior fo_the effective date of surrender Lessee shall deliver to Lessor a release or releases in
recordable form approved by Lessor, and Lessee shall release the app]ucable portion of this Lease upon
expiration. Lessee may not release any portion of this Lease’ included in a pool or unit as. long as Operations
are being conducted on such pool or unit. Any partial release must describe all depths and horizons in and
under the Leased Premises so released.

26. No Warranty of Title.

a. Lessor makes no representation of title_or. ownership, either express or implied, and further
makes no warranty as to the actual or potentiai presence of Granted Minerals. Lessee represents it has
performed all necessary due dlllgence regarding the title or ownershlp of the Granted Minerals, and agrees to
be bound by the quantum of acreage as set forth in the Legai Description above.

b. Lessee shall notify Lessor of any adverse claim to the Leased Premises affectmg title to all or
a portion of the rights to deve!op the Granted Minerals; and Lessor may, with the approval-of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to stch disputed portion of
the Leased Premises under terms and conditions that the Attorney General feels proper to saféguard the rights
and interest of the State of West Virginia.

C: If an adverse claimant fi lés suit against the State of West Virginia or against Lessee claiming
title to all or a portlon of the Granted Mmerals or if the Lessee, after receiving notice of an adverse claim,
institutes litigation in"a court of competent _]Ut‘lSdlCthIl to adjudicate the validity of the claim, the rents and
royalties accruing to the litigated portion ; shall be placed 1n an.escrow account unti! such time as the ownership
of the disputed interest is determined by a court of competent JurISdtCtIOH

d. If a court of competent _]UI'ISdICtIOI] determmes that Lessor does not have trtle to all or part of
the Granted Minerals in the Leased Premises, the rentals royaltles and bonus thereafter accrumg from any part
as to wh:ch this. Lease covers less than the full interest in such Granted Minerals, shall thereafter be paid only
in the proportion which.the interest therein, if any; covered by this Lease bears to the whole and undivided
fee simple e_statethereln Any sums of money paid pursuant to this Lease are not reimbursable to Lessee.

27.  Indemnity. Unless caused by the negligence of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend 1ndemmfy protect and- hold- harmless Lessor and Lessor’s heirs, successors,
representatives, agents and/or assigns from and against - any and all claims, demands, causes of action,
liability; loss, damage or expense of any -and every kind and nature mcludmg without irmltatlon costs,
EXpenses; and attorneys’ fees, for injury (mc]udmg death), or damage to persons- or -property (mcludmg
envrronmental damage to the surface,ﬂwaterways or subsurfacé éstates of any persen, firm, corporation, or
other entity) arising out of, 1nc1dental to, or resulting from (i) the operations or activities of Lessee or Lessee’s
servants, agents, employees, guests licensees, invitees or independent contractors on or in the Leased Premises;
(ii) the exercise of any right granted under this Lease, and/or; (iii) any obligation imposed under this
Lease. Any successor in interest of any nghts of Lessee in this Lease. shall likewise be obligated to defend
and indemnify Lessor and Lessor’s heirs, successors, representatwes agents and assigns in the same manner
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as the original Lessee. : : : -

28. Limitations on Drilling. From and after the Effective Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to produce the Granted Minerals from the Leased
Premises if such wellpad would be located within Five Hundred Fifty féet (500°) of any outside boundary of
the tracts comprising the Leased Premises measured linearly from any poirit along said tract boundary to the
midpoint of the secondary containment berm of a particular wellpad. Lessor and Lessee agree that the limitation
on pad-construction and/or location set forth in this paragraph 28 is intended to reduce any long-term, substantial
interference with the public’s use of the surface of the Leased Premises as it exists on the date of the Lease.
Further, if Lessor determines in-its reasonable discretion after conducting a proper investigation that the drlllmg
_ activities of Lessee related to the production of-Granted Minerals from the Leased Premises have created a
long-term, substantial interference with the public’s use of the surface of the'Leased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures or controls to mltlgate such long-term,
substantial impairment caused by Lessee’s said drilling activities.

29. Force Majeure. If Lessee is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or:inability to obtain or use equipment or
material or by operations of Force Majeure, or-any federal or state law, or any order, rule or regalation, then,
while so prevented, Lessee’s obligation to comply with such this Lease shall be temporarily suspended and
Lessee shall not be liable in damages; and this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a result of Force Majeure, federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years. As used herein; the term “Force Majeure” shall mean acts
of god such as flood, fire, adverse weather conditions, war, sabotage, rebellion, insurrection, riot, strike or
labor disputes, or by other cause(s) not within Lessee’s control, but shall specifically exclude scarcity, cost,
or ability to obtain or use equipment, contracts, personnel, water, or other material(s).

30. Further Assurances Each of the parties hereto shall, and shall cause its respective affiliates
to, from time to time at the request of the other party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents; instruments and
conveyances, and take such other actions and do such other things, as may be reasonably necessary’ in the
opinion of counsel to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or instrumentality of the State of West Vlrgm:a to enter into this-Lease, as stated in
paragraph 1 herein, Lessor shall cause.alt of the proper agencies or instrumentalities of the State of West
Virginia, without any addltlonal con51derat10n to join in thls Lease, as Lessor upon the same terms provnded
herein.

31. Governing Law. This Lease shall be governed by the laws of the State of West Virginia and
any dispute arising out of this Lease shall be finally resolved in a West Virginia court of law having jurisdiction
thereof.

32. Notices and Payments. 'All notices and payments which are permitted or required under this
Lease shall be in writing and shall be deemed valid and received if delivered personally; by registered or
certified mail, return receipt requested; or by special carrier (such as Federal Express or UPS), with signature
required, to the Lessor and/or the Lessee to the following addresses, unless otherwise agreed by the parties in a
signed writing: o ’ '

a. To Lessor:



West Virginia Division of Natural Resources ’
Attn: Office of Land and Streams

324 Fourth Ave

South Charleston, WV 25303

b. To Lessee:

Jay-Bee Production Company

Attn: Brian Paugh, Vice President of Land
3570 Shields Hill Road S
Cairo, WV 26337-6405

33. Successors in Interest. The-terms, conditions, covenénts, obligations, considerations or
requirements of this Lease shall extend to and be binding-upon the -parties hereto, their heirs, successors,
executors, administrators, and assigns, all of whom shall be jointly and severally liabfe.

34, Severability. Should any one or more of the -provisions in this -Lease become or be
determined to be void or invalid by a court having )urxsdlctlon thereof in whole or in part, the remainder of
this Lease shall remain in full force and effect

35. Counterparts This Lease may be executed in any number of counterparts and by different
parties in separate counterparts, all of which shall be identical. Each'such counterpart shall be deemed to be an
original instrument, but all such counterparts together shall constitute but one instrument.

IN WITNESS WHEREOF, the parties hereunto subscribed their signntures on the day and year first above
written.

WEST - VIRGINIA DIVISION OF NATURAL:: RESOURCES,
'ON BEHALF" OF ITSELF ‘AND OF THE STATE OF WEST

VIRGINIA
ATTEST: ' By: Robert A. Fala, Director

West Virginia Division of Natural Resources

JAY-BEE PRODUCTION COMPANY

By: Brian fPaugh

ATTEST: s
Title: Vice President of Land
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ACKNOWLEDGEMENT FOR WEST YIRGINIA DIVISION OF NATURAL RESOURCES
State of West Virginia,

County of Kanawha,

Personaily appeared before me, the undersigned Notary Public, within and for said County and State, ROBERT
A. FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commerce, to the foregoing instrument, as its
Director, and acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commerce, for the uses and purposes herein set forth.

IN WITNESS WHEREQF, I have hereunto set my hand and Notary Seal on this ZQ_ day of M 2015,

My Commission Expires: 7}0% 5”’ 2020 M %Ztm/

Nofaryﬂ’ubhc

EAL '
(SEAL) NOTARY PUBLIC OFFICIAL SEAL

LYSTIA. LOONEY
State of West Virginia

7 My Commission Explres May 8, 2020
204 ATHAVENUE SOUTH CHARLESTON, Wy 26302 ¥

ACKNOWLEDGEMENT FOR JAY-BEE PRODUCTION COMPANY

State of West Virginia,

County of Kanawha,

This instrument was acknowledged before me on MY & Zosrs by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Virginia company, on behalf of the
company.

My Commission Expires: %%4,

Novemnzer_¢. 2o/ Notary Public

(SEAL)

Official Seal {
MNotary Public
State cf West Virginia ‘
Graco £, Fisher {
Chy National Bank ‘
#10 Haie 51, Suite 100 )

ST Charleston, WV 2530
---------- My commission expires November 6, 2016
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This Instrument prepared by:

Larry W. George, Esq.

Special Assistant Attorney General
West Virginia Department of Commerce

- One Bridge Place, Suite 205

10 Hale Street
Charleston, West Virginia




Tract No. T6002B
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
. (4YEAR PAID-UP LEASE)

This Qil and Gas Lease (this “Lease”) is dated and effective as of April 30, 2015, (the “Effective
Date”) byand between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES,a division
of the West Virginia Départment-of - Commerce whose address is 324 Fourth Avenue, South-Charleston,
West Vlrgmla 25303, party of the first part, hereinafter. designated -as. LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address is 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter deSIgnated as LESSEE.

- UNDER AND-PURSUANT TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE

STATE OF WEST VIRGINIA, WITNESSETH

1. Grant of Lease. In c'o'nsideration of the bonus of One Mi'll'ion One Hundred Sixty Nine
Thousand Nine Hundred Fourteen and-00/100 Dollars ($1,169,914.00) for 71.55875 net mineral acres paid
at closing to Lessor, the royalties to be paid, and the covenants, obligations, stipulations and conditions to be
observed and performed as herein set forth, Lessor does hereby demise, lease and let unto the Lessee the
following described tracts of land for the sole purpose and with the exclusive right of exploring, drilling,
completing, operating. for, and producmg oil, gas, and. other liquid or gaseous hydrocarbons (including, by
way of example and not limitation, any and“all natural gas liquids such as butane, ethane, isobutane, natural
gasolmes pentanes, propane, and similar liquids or byproducts) produced in -association with the oil or gas
in or underlying the Leased Premlses (the “Granted Minerals”), sitiated in Ellsworth Drstnct Tyler County,
West Virginia, and being more partlcular]y described as f'ollows

Tax Map 27, p/o Parcel 5 (Also referenced as Jay-Bee Tract #T6002B)

The land referred fo in this document is sltuated on the waters of Middle Island Creek,
Ellsworth District, Tyter County, West Virginia, bounded and described as follows, to wit;

First Tract: A tract of 50 acres, more or less, bounded and described as follows:

Beginning at a stone situatéd in the center of the road leading through the Jug Handle at a
point where the said road inferscests with the. northern boundary of the F. L. Rymer tract
of land; thence North followmg the center of the road and the meanders thereof to its
intersection with the boundary of the S. G. Pyle tract of land (formerly owned by Charles
Cochran); thence West-following the boundary of the S. G: Pyle tract of land to an Elm,

corner to S. G. Pyle; thence South up the creek with the meanders thereof and at ordinary
low water mark to a beach tree, known as a corner between the F. L. Rymer tract of land
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and the Jug Handle tract of land; thence East a stréight line from said beech tree to a stake
or stone at or near three small hlckory trees located on the top of the hill; thence East to the
beginning.

Second Tract: A tract of 50 acres, more or less, bounded and described as follows:
Beginning at a stone in the center of the road leadmg through what is commonly known as
the Jug Handle at a point where the said road intersects with the northern boundary of the
F. L. Rymer tract of land (fomrerly Boyer’s tract); thence North following the center of the
road and the meanders thereof to the intersection of said road with the Southern boundary
of the S. G. Pyle tract of land (formerly owned by Charles Cochran); thence East with the
S. G. Pyle line to the ordinary low water mark of Middle Island Creek; thence South down
Middle Island Creek with the meanders thereof, at ordinary low water mark to a stone know
as the conrer between the F. L. Rymer tract of land and the Jug Handle tract of land; thence
West to a stone at the place of beginning.

Less

Beginning at a stone on the East side of the Jug Handle at the commencement of the
Narrows, corner of land formerly owned by S. G. Pyle; thence down Middle Island Creek
with the ordmary low water mark to the mouth of first ravine sourth of the house; thence
almost West in a straight line to head of ravine to a stone, at raod leading through Jug
Handle; thence with the road back to S. G. Pyle line; thence with Pyle line to the place of
beginning, containing fifteen (15) acres, more or less.

Containing 71.55875 acres, more or less (the “Leased Premises”). Lessor represents and warrants to Lessee
that the West Virginia Division of Natural Resources is the proper agency or instrumentality of the State of
West Virginia to enter into this Lease for the purpose of leasing the Granted Minerals and Leased Premises to
Lessee on the terms set forth herein, and that the Director of the West Virginia Division of Naturat Resources
is vested with the full legal authorlty and is duly authorized to execute this Lease on behalf of the Lessor and
the State of West Vlrglma

2. Limitations on the Grant of Lease.

. a. Surface Activities Prohibited. This lease does not include, and specifically prohibits and
excludes the right to enter upon or conduct exploration for, drilling, and production and marketing activities
of any kind associated with the Granted Minerals, or any other activities by Lessce, its representatives,
employees, contractors, agents, and affiliates, on the surface of the lands covered herein, if any, including, but
not limited to the construction of any pits and/or pipelines or gathering lines on the Leased Premises.

b. No Storage. Lessee may not use the Leased Premises, or any part thereof, for gas, oil,
hydrocarbons, or brine storage purposes.

C. Use of Surface or Subsurface Water. Lessee shall not use the surface waters or the
groundwaters located within the Leased Premises.

d. Reserved. Rights of Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all minerals other than the Granted Minerals including, by way of example and
not limitation, geothermal energy, salt, brine, coal and coalbed methane.

2




3. Facilities Development. All development and production activities and facilities shall be
constructed on adjoining and/or other lands, but not the Leased Premises and above and, if applicable, outside the
high water mark of the Ohio River, other waterways or islands therein, except to the extent horizontal well laterals
are located underneath the bed, banks and shores of the same Leased Premises.

4, Term. This Lease shall remain in force for a term of Four (4) years from the date hereof
(“Primary Term”), and as long thereafter as Granted Minerals are produced from the Leased Premises or on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not being produced on the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then this Lease shall
continue in force for so long as operatiohs are being continuously prosecuted on the Leased Premises or on
acreage pooled therewith (“Operations™). Operations shall be considered to be continuously prosecuted if not
more than one hundred twenty (120) consecutive days shall elapse between the completion or abandonment of
one well and the beginning of Operatlons for the drilling of a subsequent well. If after discovery of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the production thereof should ceasé from any
cause after the Primary Term, this Lease shall not terminate if Lessee commences additional drilling or re-
working operations within one hundred twenty (120) days from date of cessation of production or from date of
completion of a dry hole. If Granted Minerals shall be discovered and produced as a result of such operations
at or after the expiration of the Primary. Term of this Lease, this Lease shall continue in force so long as Granted
Mirierals are produced from the Leased Premises or on acreage pooled therewith.

5. . Unitization. Lessee may voluntarily pool, consolidate, or unitize portions of the Leased
Premises as to hydrocarbon bearing geologic formations in order to constitute a unit for the purpose of exploring
for and producing Granted Minerals. Said unit may not exceed Six Hundred Forty (640) acres and shall be
comprised of lands contiguous to the Leased Premises and/or in the vicinity of the Leased Premises, provided:
that the unit may, with the written consent of Lessor, be larger, but no greater than One Thousand, Two Hundred
and Eighty (1,280) acres, which consent shall not be unreasonably withheld, if that unit, in comparison to a unit
of Six Hundred Forty (640) acres, shall provide for the greater development of the Granted Minerals in
compliance with the diligent development-and protection from drainage requirements of Paragraph Fourteen of
this Lease. Once formed, the unit(s) may not be reformed, re-pooled, altered, amended, or changed in any manner
without the prior written consent of Lessor, which consent shall not be unreasonably withheld, conditioned or
delayed. In the event the Leased Premises are so pooled, consolidated, or unitized, Lessor agrees to accept such
proportion of the production royalty préscribed by this Lease as the acreage contributed by this lease bears to the
total acreage comprising any such unit(s).

6. Pugh Clause —~ Horizontal and Vertical. As to any acreage of the Leased Premises which
is not included within any properly constituted and publicly recorded production unit at the expiration of the
Primary Term, as extended hereunder, this Lease shall automatlcally terminate, and be of no further force or
effect. Further, and to the extent Lessee has established production in paying quantities beyond the expiration
of the 'Prlmary Term on the Leased Premises, or lands pooled therewith, the Lease shall terminate, on a
production unit-by-production unit basis, as to all depths, horizons and zones lying at least One Hundred feet
(100°) below the deepest producing horizon on the Leased Premises or any lands pooled therewith determined
by_reference to the deepest producing horizon in each respective production unit. Thereafter, this Lease shall
continue in full force and effect for all depths, horizons and zones lying above the depth of One Hundred feet
(100°) below the deepest producing formation of a particular production unit as to all acreage located within
that particular production unit. Upon the drilling and completion of a well within a production unit containing
at least a portion of the Leased Premises, Lessee shall file a declaration of pooling and unitization within a
reasonable time in the records of the Office of the Clerk of the County Commission of the county in which the
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applicable Granted Minerals are situated.
7. Royalty.

a. Delivery and Payment. Lessee shall deliver or cause to be delivered to the Lessor, or its
successors, nominees, agents, or assigns, at no cost to Lessor, a royalty equal to Twenty Percent (20%) or
One- Fifth of Eight Eighths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, or any Affiliate of Lessee,
from the sale of the Granted Minerals, produced and sold from the Leased Premises.

i. Gross Proceeds. Gross Proceeds means the total monies and other consideration accruing
to Lessee for the disposition of the Granted Minerals and/or any other marketable by-products, including
condensate, produced from the Leased Premises. Gross Proceeds shall be calculated based on the total gross
volume of Granted Minerals produced- and sold, exclusive of production and post-production costs and
severance taxes or other taxes of any nature.’

ii. Affiliate of Lessee. Affiliate of Lessee means any person, corporation, firm, -or other entity
in which Lessee, or any parent company, subsidiary or affiliate of Lessee, owns an interest of Five Percent
(5%} or more, whether by stock ownership or otherwise, or over which Lessee, or any parent company or
affiliate of Lessee exercises any degree of control, directly or indirectly, by ownership, interlocking
directorate, or in any other manner; and any corporation, firm or other entity which owns any interest in
Lessee, whether by stock ownership. or otherwise, or which exercises any degree of control, directly or
indirectly, over Lessee, by stock ownership, interlocking directorate, or in any other manner.

b. Due Dates of Royalty. Lessee shall pay Lessor all royalties that may become due under
this Lease within one hundred twenty (120) days after the first day of the month following the month
during which any well commences production into a pipeline for sale of such production. Thereafter, all
royalties shall be paid to Lessor on or before the last day of the third month following the month of production
or within Ninety (90) days after the first day of the month following, whichever is longer.

c. Automatic Termination for Non-Payment of Royalty. If royalty is not paid within the
time prescribed in the preceding sub-section entitled Due Dates of Royalty, Lessor will provide Lessee written
notice of nonpayment of royalty in accordance with paragraph 32 of this Lease. If Lessee fails to pay Lessor
royalty actually due and owing to Lessor within Thirty (30) days from Lessee’s receipt of such notice, this
Lease will automatically terminate. Inaccurate royalty payments shall not be governed by the provisions of this
paragraph 7 (a)(c), but shall be resolved in good faith between Lessor and Lessee in a timely manner.

d. Production & Post-Production Costs. Neither Lessee, nor any Affiliate of Lessee, may
reduce Lessor’s royalty for any post-production expense, including, by way of example and not limitation,
pipelines, surface facilities, telemetry, gathering, dehydration, transportation, fractionation, compression,
manufacturing, processing, treating, or marketing of the Granted Minerals or any severance or other taxes of
any nature paid on the production thereof. Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all production and/or post-production costs.

8. Method of Payment. All rents, royalties, bonuses, or other payments accruing and/or
owing from Lessee to Lessor under this Lease shall be made or tendered in the following manner:

a. By certified or cashier check delivered in accordance with paragraph 32 of this Lease, or
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b. By direct deposit or wire transfer to the credit of Lessor as provided in writing by Lessor
to Lessee in writing by a separate instrument delivered contemporaneously with this Lease.

9. Information, Metering, Lessor’s Right to Audit. Upon request, Lessee shall furnish to
Lessor copies of title opinions covering the Leased Premises; copies of filings made by Lessee with the
Department of Environmental Protection related to the Leased Premises; copies of daily drilling reports,
gauge tickets, sales receipts, division orders, or amounts of gross production; copies of gas confracts or any
other agreements pursuant to which Lessee will sell, use, transfer, process, or dispose of the Granted Minerals
produced from the Leased Premises; and/or any other information related to the production and sales of the
Granted Minerals. Lessee shall meter gas deriving from the Leased Premises at the wellhead in accordance with
West Virginia law. Lessor shall, on an annual basis, have the right to audit the books, accounts, contracts,
records, and data of Lessee pertaining to the development and sale of the Granted Minerals.

10. Quarterly Royalty Statement, Annual Report. Lessee shall furnish an annual report,
including production volumes and sales prices, to the Lessor not less than annually on the anniversary date of
this Lease, unless otherwise requested by Lessor. The Lessee shall include the following information no less
frequently than once per calendar quarter, either on the check stub of a royalty payment or on an attachment to
or enclosure with a royalty payment:

a. The lease, property, or well names and the well identification numbers on which royalties are
being paid; '

b. The month and year during which the sales occurred for which payment is being made;

c. The total production from the well or wells expressed as the number of barrels of oil or the total

amount of gas in million cubic feet (MCF) and the volume of any other Granted Minerals, condensate, or other
constituents therein which were sold

d. "The price per barrel of oil and per MCF of gas sold; and

e. The name, address, and telephone number of a contact person where the Lessor may obtain
information about royalty payments made by the Lessee hereunder

11. Shut-In Royalty. If a well has been completed capable of production in paying quantities,
and has been temporarily shut-in for lack of a market, Lessee shall pay Lessor annually, on or before Ninety
(90) days of such shut-in event, the sum of One Hundred ($100.00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars ($250.00) per acre for the year thereafter on the ensuing anniversary. In no event
may Lessee maintain this Lease by payment of shut-in royalty beyond a continuous two—year period, and this
Lease shall terminate automatically on the first day following the second anniversary date of initial shut-in.
Additionally, in no event may Lessee maintain this Lease by payment of shut-in royalty beyond a cumulative
three-year period during which all production of Granted Minerals was shut-in, and this Lease shall terminate
automatically on the first day following the date that all production of Granted Minerals has been shut-in for a
cumulative period of Three (3) years.

12. Notice of Intent to Drill and Complete. Lessee shall supply Lessor prior written notice of
Lessee’s intention to drill at least fourteen (14) calendar days prior to the spudding in of a well associated
with producing the Granted Minerals. Lessee shall also supply Lessor with a copy of Lessor’s completion
report of such well or wells within thirty calendar (30) days of completion.



13. Diligence, Duty to Drill Offset Wells. Lessee shall conduct its drilling operations hereunder
utilizing best industry practices in existence at the time of such drilling, and shall otherwise conduct its
operations in a good and workmanlike manner as a reasonably prudent operator would under the same or
similar circumstances until all drilling and producing operations are completed, or until such time as the final
well is plugged and abandoned, Additionally, if Granted Minerals are discovered on or in the Leased
Premises, Lessee shall further develop and produce the Leased Premises as a reasonable and prudent
operator would, and exercise all due diligence in drilling additional well(s) as may be necessary to fully
develop the Leased Premises. Lessee shall protect the Granted Minerals in and under the Leased Premises
from drainage by wells on adjoining or nearby tracts or leases, including those held by Lessee or any Affiliate
of Lessee. Neither the rentals, royalties, nor any other consideration set forth under this Lease shall relieve
Lessee of its obligation to reasonably develop and produce the Leased Premises and to reasonably protect the
Granted Minerals in and under the Leased Premises from drainage or other damage.

14. Waste Prohibited, Damage. Lessee shall not commit, or cause to be committed, waste,
damage or pollution to the Leased Premises. Lessee shall take all reasonabie steps to prevent its operations
from causing or contributing to soil erosion, or to the injury of terraces, grades, embankments, other soil, or
structures on the Leased Premises. Lessee shall not pollute the surface or subterranean waters of the Leased
Premises, any reservoirs, springs, streams, irrigation ditches, stock ponds, or other wells on the Leased
Premises. Lessee shall not decrease the fertility of the soil, damaging any crops, grasses, timber, or pastures
on the Leased Premises, and shall not harm or injure any animals, fish, or livestock on or in the Leased
Premises, or damage any buildings, roads, structures, or other improvements on the Leased Premises. Lessee
shall preserve the Leased Premises, and upon the termination of this Lease, promptly surrender and retumn
the Leased: Premises to the Lessor in the same condition, or substantially similar condition, as the Leased
Premises were in prior to Lessee taking possession of the Leased Premises. Lessee shall compensate Lessor,
its successors or assigns, for damages caused by Lessee to any being or thing which is the subject of this
provision.

15. Well Plugging. Before abandoning any well associated with this Lease, Lessee shall securely
plug and abandon such well or wells in accordance with the rules and regulations of the West Virginia
Department of Environmental Protection and the laws of the State of West Virginia, and any other governmental
agency having jurisdiction.

16. Record Management. The Lessee shall keep an accurate account of all drilling operations,
including but not limited to the following: a log of each well drilled, duly sworn to by the contractor or driller;
original gas sales contracts with amendments; gas balancing agreements and schedules; information concerning
litigation, settlement agreements, or other agreements relating to sales and pricing of the Granted Minerals.

17. Ratification. No instrument executed by Lessor shall be effective to constitute a ratification,
renewal, extension or amendment of this Lease unless such instrument is clearly titled to indicate its purpose
and intent.

18. Compliance with Applicable Law. This Lease shall be subject to the Constitution and laws
of the State of West Virginia and the rules and regulations of the West Virginia Division of Natural
Resources and the West Virginia Department of Environmental Protection now or hereafter in force, all of
which are made a part and condition of this Lease; provided, that no regulation made after the execution of
this Lease affecting either the length of the term hereof, the rate of royalty, or payment hereunder, or the
assignment hereof, shall operate to alter the terms and conditions of this Lease. Lessee agrees to comply in
all material respects with the laws, rules and regulations of the State of West Virginia and the United States of
America.
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19. Insurance. A company licensed by the West Virginia Insurance Commission to do business
in the state of West Virginia shall underwrite all policies required by this Lease. Lessee, and/or any person
or entity acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance
cafriers at all times during which this Lease remains in force and effect -sufficient workers compensation
and employer’s liability insurance, commercial general liability and umbrella liability insurance, business
auto and umbrella liability insurance, and environmental liability insurance in the amount of at least
Twenty-Five Million Dollars ($25,000,000.00), combined single limit, identifying Lessor as an additional
insured (except for workers compensation and employer’s liability), and shall be primary coverage for Lessor.
Said policy or policies, declaration pages and certificates of insurance thereof shall be delivered to Lessor
upon commencement of the Lease, and upon each renewal of said insurance policy. The insurance policies
required under this paragraph 19 shall name Lessor as an additional insured, except for workers compensation
and employer’s liability with regard to the Leased Premises, and shall reflect that the insurer has waived any
right of subrogation against the Lessor.

20. Bonding. Within Thirty (30) days from the Effective Date of this Lease, Lessee shall post a
surety bond in favor of the Lessor in an amount of Two Hundred Thousand Dollars ($200,000.00) to secure
payment of all sums due and performance of all obligations arising under this Lease.

21. Assignment. The rights and estate of Lessee (or any permitted assignee or transferee of
Lessee) hereunder may not be assigned or otherwise transferred, in whole or in part, without the prior
written-consent of Lessor, which consent shall not be unreasonably withheld. In the event Lessee proposes
to assign or transfer this Lease, the Lessee shall give Lessor written notice of its intent to assign or transfer its
interest in the Lease, which notice shall specify the type of assignment or transfer contéemplated, the identity
and contact information of the proposed assignee or transferee, and the timeframe of the proposed assignment
or transfer (“Transfer Notice™). Upon delivery of a Transfer Notice to the Lessor, Léssor shall have Fifteen
(15) days to either: (a) consent to the proposed assignment or transfer by delivering written its consent to Lessee;
or (b) in its reasonable discretion, withhold its consent to the proposed. assignment or transfer by delivering
written notice to Lessee that it is withholding its consent and specifying the reasons therefor. In the event that
Lessor fails to respond to a Transfer Notice within the fifteen-day period specified in the immediatety preceding
seiitence, Lessor shall be deemed for all purposes under the law to have approved the assignment or transfer
outlined in the Transfer Notice, and to have consented to such assignment or transfer in the same manner as if
it would have delivered its written consent to Lessee.

22, Default. The occurrence of any of the following shall be deemed a default of this Lease:

_ a. Failure of Lessee to timely pay Lessor any amounts required under this Lease in
accordance with paragraph 7.

b. If any creditor of Lessee, its agents, and/or assigns, takes any action to execute on, garnish,
or attach the Lessee’s assets located on or accessing the Leased Premises. This provision shall not impair
Lessee’s ability to mortgage its interests in the Granted Minerals or the Leased Premises.

c. Failure of Lessee to obtain any requisite “prior written consent™ as set forth within this Lease.
d. Failure of Lessee to maintain insurance in the type and amount as set forth within this Lease.
€. Shut-in of Lease exceeding the periods set forth in paragraph 11 of this Lease.
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23, Notice of Default or Breach. If Lessor considers that Lessee has failed to-comply with its
obligations under this Lease, whether express and implied, Lessor shall notify Lessee in writing, setting
out in what respects l.essee has breached this Lease. L.essee shall then have Thirty (30) days after receipt
of said notice to cure all alleged breaches asserted by Lessor or, if it is not practical to cure such alleged
breaches within thirty (30) days, then Lessee shall have Thirty (30) days to commence curing the alleged breach
and diligently and continuously pursue to completion such cure. If Lessee, having received such written notice
of breach of Lease, shall thereafter fail or refuse to satisfy in the timeframes set forth in the immediately
preceding sentence, or respond in a meaningful fashion to Lessor’s notice, this Lease shall automatically cease
and terminate. Upon such termination, Lessee agrees to (a) immediately and unconditionally surrender
possession of the Leased Premises, or of the portion of the Leased Premises included in such notice of breach,
and (b) plug and abandon any producing or non- producing well(s).

24, Remedies for Default or Breach. The Lessor shall be entitled to recover from the lessee
any and all royalties, charges, or claims of every kind and nature due and owing and/or arising out of this
Lease, upon failure to comply with the provisions of this Lease and to take immediate possession of the
Leased Premises. If Lessor institutes proceedings to clear title or take possession of the Leased Premises,
Lessor shall be entitled to recover from Lessee its attorney fees and costs, investigation costs, any expert fees,
and any other cdsts or expenses related to such proceedings.

25, Surrender of Lease. The Lessce may surrender this Lease or any part of this Lease if, and
only if, Lessee is not then in default of any obligations under this Lease and upon payment of all liabilities
then accrued and due. Such surrender must be evidenced by written notice delivered to Lessor Thirty
(30) days prior to the effective date of surrender. Lessee shall deliver to Lessor a release or releases in
recordable form approved by Leéssor, and Lessee shall release the applicable portion of this Lease upon
expiration. Lessee may not release any portion of this Lease included in a pool or unit as long as Operations
are being conducted on such pool or unit. Any partial release must describe all depths and horizons in and
under the Leased Premises so released.

26.  No Warranty of Title.

a. ~ Lessor makes no representation of title or ownership, either express or implied, and further
makes no warranty as to the actual or potential presence of Granted Minerals. Lessee represents it has
performed all necessary due diligence regarding the title or ownership of the Granted Minerals, and agrees to
be bound by the quantum of acreage as set forth in the Legal Description above.

b. Lessee shall notify Lessor of any adverse claim to the Leased Premises affecting title to all or
a portion of the rights to develop the Granted Minerals, and Lessor may, with the approval of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to such disputed portion of
the Leased Premises under terms and conditions that the Attorney General feels proper to safeguard the rights
and interest of the State of West Virginia.

c. If an adverse claimant files suit against the State of West Vlrglma or against Lessec claiming
title to all or a pomon of the Granted Minerals, or if the Lessee, after receiving notice of an adverse claim,
institutes lltlgatlon in a court of competent jurisdiction to adjudicate the validity of the claim, the rents and
royalties accruing to the litigated portion shall be placed in an escrow account until such tlme as the ownership
of the disputed interest is determined by a court of competent jurisdiction.

d. If a court of competent jurisdiction determines that Lessor does not have title to all or part of
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the Granted Minerals in the L.eased Premises, the rentals, royalties, and bonus thereafter accruing from any part
as to which this Lease covers less than the full interest in such Granted Minerals, shall thereafter be paid only
in the proportion which the interest therein, if any, covered by this Lease bears to the whole and undivided
fee simple estate therein. Any sums of money paid pursuant to this Lease are not reimbursable to Lessee.

27, Indemnity. Unless caused by the negligence of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend, indemnify, protect and hold harmless Lessor and Lessor’s heirs, successors,
representatives, agents and/or assigns from and against any and all claims, demands, causes of action,
liability, loss, damage or expense of any and every kind and nature, including without limitation costs,
expenses, and attorneys’ fees, for injury (including death), or damage to persons or property (including
environmental damage to the surface, waterways, or subsurface estates of any person, firm, corporation, or
other entity) arising out of, incidental to, or resulting from (i) the operations or activities of Lessee or Lessee’s
servants, agents, employees, guests, licensees, invitees or independent contractors on or in the Leased Premises;
(ii) the exercise of any right granted under this Lease, and/or; (iii) any obligation imposed under this
Lease. Any successor in interest of any rights of Lessee in this Lease shall likewise be obligated to defend
and indemnify Lessor and Lessor’s heirs, successors, representatives, agents and assigns in the same manner
as the original Lessee.

28. Limitations on Drilling. From and after the Effective Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to produce the Granted Minerals from the Leased
Premises if such wellpad would be located within Five Hundred Fifty feet (500°) of any outside boundary of
the tracts comprising the Leased PremiSes measured linearly from any point along said tract boundary to the
midpoint of the secondary containment berm of a particular wellpad. Lessor and Lessee agree that the limitation
on pad construction and/or location set forth in this paragraph 28 is intended to reduce any long-term, substantial
interference with the public’s use of the surface of the Leased Premises as it exists on the date of the Lease.
Further, if Lessor determines in its reasonable discretion after conducting a proper investigation that the drilling
activities of Lessee related to the production of Granted Minerals from the Leased Premises have created a
long-term, substantial interference with the public’s use of the surface of the Leased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures or controls to mitigate such long-term,
substantial impairment caused by Lessee’s said drilling activities.

29. Force Majeure. If Lessee is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or inability to obtain or use equipment or
material or by operations of Force Majeure, or any federa! or state law, or any order, rule or regulation, then,
while so prevented, Lessee’s obligation to comply with such this Lease shall be temporarily suspended, and
Lessee shall not be liable in damages; and this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a result of Force Majeure, federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years. As used herein, the term “Force Majeure” shall mean acts
of god such as flood, fire, adverse weather conditions, war, sabotage, rebellion, insurrection, riot, strike or
labor disputes, or by other cause(s) not within Lessee’s control, but shall specifically gxclude scarcity, cost,
or inability to obtain or use equipment, contracts, personnel, water, or other material(s).

30. Further Assurances. Each of the parties hereto shall, and shall cause its respective affiliates
to, from time to time at the request of the other party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents, instruments and
conveyances, and take such other actions and do such other things, as may be reasonably necessary in the
opinion of counsel to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or instrumentality of the State of West Virginia to enter into this Lease, as stated in
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paragraph | herein, Lessor shall cause alt of the proper agencies or instrumentalities of the State of West
Virginia, without any additional consideration, to join in this Lease, as Lessor, upon the same terms provided
herein:

31. Governing Law. This Lease shall be governed by the laws of the State of West Virginia and

any dispute arising out of this Lease shall be finally resolved in a West Virginia court of law having jurisdiction
thereof,

32 Notices and Payments. All notices and payments which are permitted or required under this
Lease shall be in writing and shall be deemed valid and received if delivered personally; by registered or
certified mail, return receipt requested; or by special carrier (such as Federal Express or UPS), with signature
required, to the Lessor and/or the Lessee to the following addresses, unless otherwise agreed by the parties in a
signed writing:

a. To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams

324 Fourth Ave

South Charleston, WV 25303

b. To Lessee:

Jay-Bee Production Company

Attn: Brian Paugh, Vice President of Land
3570 Shields Hill Road

Cairo, WV 26337-6405

33. Successors in Interest. The terms, conditions, covenants, obligations, considerations or
requirements of this Lease shall extend to and be binding upon the parties hereto, their heirs, successors,
executors, administrators, and assigns, all of whom shall be jointly and severally liable.

34, Severability. Should any one or more of the provisions in this Lease become or be
determined to be void or invalid by a court having jurisdiction thereof, in whole or in part, the remainder of
this Lease shall remain in full force and effect.

3s. Counterparts. This Lease may be executed in any number of counterparts, and by different

parties in separate counterparts, all of which shall be identical. Each such counterpart shall be deemed to be an
original instrument, but all such counterparts together shall constitute but one instrument.
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IN WITNESS WHEREOF, the parties hereunto subscribed their signatures on the day and year first above

written.

ATTEST:

ATTEST:

WEST VIRGINIA DIVISION OF NATURAL RESOURCES,
ON BEHALF OF ITSELF AND OF THE STATE OF WEST
VIRGINIA

AL AR/

By: Robert A. Fala, Director
West Virginia Division of Natural Resources

JAY-BEE PRODUCTION COMPANY

oo Lol

By: Brian Paugh /7~
Title: Vice President of Land

ACKNOWLEDGEMENT FOR WEST VIRGINIA DIVISION OF NATURAL RESOURCES

State of West Virginia,

County of Kanawha,

Personally appeared before me, the undersigned Notary Public, within and for said County and State, ROBERT
A. FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commerce, to the foregoing instrument, as its
Director, and acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commerce, for the uses and purposes herein set forth.

‘
IN WITNESS WHEREOF, I have hereunto set my hand and Notary Seal on this\za day ofM 2015.

My Commission Expires: %(/5 gl 202/0

(SEAL)

tary Public

LYSTI A, LOONEY

State of West Virginia _
f My Commission Expires Mey 8, 2020 §
# S04 THAVENUE SOUTH CHARLESTON, Wy 25300




ACKNOWLEDGEMENT FOR JAY-BEE PRODUCTION COMPANY

State of West Virginia,

County of Kanawha,

This instrument was acknowledged before me dn SRy, % A0/ by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Virginia company, on behalf of the
company. '

My Commission Expires: %@(W

#10 Hale S1., Suite 100
Charlesion, WV 25301
- My commissian expires November 8, 2016

CVEMAER 4-10/4 Notary Public
(SEAL)
-’ Ty
Notary Public
State of West Virginia <
Grace £. Fisher g
Ciy National Bank ‘
{

SR R i iy

This Instrument prepared by:

Larry W. George, Esq.

Special Assistant Attorney General
West Virginia Department of Commerce
One Bridge Place, Suite 205

10 Hale Street

Charleston, West Virginia
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Tract No. Té013
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
(4 YEAR PAID-UP LEASE)

This Oil and Gas Lease (this “Lease”) is dated and effective as of April 30, 2015, (the “Effective
Date”), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES,a division
of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South Charieston,
West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address is 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter designated as LESSEE.

UNDER AND PURSUANT TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE
STATE OF WEST VIRGINIA, WITNESSETH:

1. Grant of Lease. [n consideration of the bonus of One Million Twenty One Thousand Eight
Hundred Twelve and 50/100 Dollars ($1,021,812.50) for 62.5 net mineral acres paid at closing to Lessor, the
royalties to be paid, and the covenants, obligations, stipulations and conditions to be observed and performed
as herein set forth, Lessor does hereby demise, lease and let unto the Lessee the following described tracts of
land for the sole purpose and with the exclusive right of exploring, drilling, completing, operating for, and
producing oil, gas, and other liquid or gaseous hydrocarbons (including, by way of example and not limitation,
any and all natural gas liquids such as butane, ethane, isobutane, natural gasolines, pentanes, propane, and
similar liquids or byproducts) produced in association with the oil or gas in or underlying the Leased
Premises (the “Granted Minerals™), situated in Ellsworth District, Tyler County, West Virginia, and being more
particularly described as follows:

Tax Map 27, Parcel 30 (Also referenced as Jay-Bee Tract #T6013)

The land referred to in this document is situated on the waters of Jug Run, Ellsworth
District, Tyler County, West Virginia, bounded and described as follows, to wit:

Beginning at a Beech, corner in run bottom in original line running around 550 acres of
land, conveyed to O. P. Staley by Wm. Gregg; thence South 69 West 192-1/2 poles to
a stone, corner in Joseph Kimball’s line; thence with his line to Kimball’s corner in said
original line of said 550 acres, thence with said original line to the beginning, containing
125 acres.

Containing 125 acres, more or less (the “Leased Premises™). Lessor represents and warrants to Lessee that the
West Virginia Division of Natural Resources is the proper agency or instrumentality of the State of West
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Virginia to entef into this Lease. for the purpose of leasmg the Granted- Minerals and L.eased Premises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources is vested
with the full legal authority and is duly authorlzed to execute this Lease on behalf of the Lessor and the State
of West Virginia. : -

2. Limitations on the Grant of Lease.

a. Surface Activities Pfolilbited This lease does not.include, and specifically prohibits and
excludes the right to enter upon or conduct exp]oratlon for,. drilling, and productlon and marketing activities
of any kind associated with the Granted-Minerals, or any other actwnttes by Lessee, its representatives,
employees, contractors, agents, and afﬁllates on the'surface of the lands covered herein, if any, including, but
riot limited to the construction of any p1ts and/or plpelmes or gathering lines on the Leased Premises.

b. No Storage. Lessee may not use the. Leased Premlses or any part thereof, for gas, oil,
hydrocarbons or brine storage purposes. -

c. Use of Surface or Subsurface Water. Lessee shall not use the surface waters or the
groundwaters located within the Leased Premises. ’

d. Reserved Rights of Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all minerals other than the Granted Minerals including, by way of example and
not limitation, geothermal energy, salt, brine, coal and coalbed methane.

3. Facilities Development. All development and production activities and facilities shall be
constructed on adjoining and/or other lands, but not the Leased Premises and above and, if applicable, outside the
high water mark of the Ohio River, other waterways or islands therein, except to the extent horizontal well laterals
are located underneath the bed, banks and shores of the same Leased Premises.

4, Term This- Lease shall remain in force for a term of Four {4) years from the date hereof
(“Primary Term™), and as long thereafter as Granted Minerals are produced from the Leased Premises or on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not being produced.on the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then this Lease shall
continue in force for so long as operations are being continuously prosecuted-on the Leased Premises or on
acreage pooled therewith (“Operations”). Operations shall be considered to be continuously prosecuted if not
more than one hundred twenty (1 20) consecutive days shall elapse between the completion or-abandonment of
one well and the beginning of operatlons for the drilling of a subsequent well. If after discovery of Granted
Mmerals on the Leased Premises or on acreage pooted therewith, the productlon thereof should cease from any
cause after the Primary Term this Lease shall not terminate if Lessee: commences additional drilling or re-
working operations within one ‘hundred twenty (120) days from date of cessation of production or from date of
completion of a dry hole. If Granted Minerais shall be discovered and produced as a result of such operations
at or after the expiration of the Primary Term of this Lease, this Lease sha]l continue in force so long as Granted
Minerals are produced from the Leased Premises or on acreage pooled therewith.

5. Unitization.  Lessee may voluntarily pool, consolidate, or unitize portions of the Leased
Premises as to hydrocarbon bearing geologic formations in order to constitute a unit forthe purpose of exploring
for and producing Granted Minerals. -Said unit may not exceed Six- Hundred Forty (640) acres and shall be
comprised of lands contiguous to the Leased Premises and/or in the vicinity of the Leased Premises, provided:
that the unit may, with the written consent of Lessor, be larger, but no gréater than One Thousand, Two Hundred
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and Eighty (1,280) acres, which consent shall fnot be unreasonably w1thheld .if that unit, in comparlson to a unit
of Six Hundred Forty (640) acres, shall’ prov1de for the greater- development of the Granted Minerals in
compliance with the diligent development and: protectlon from drainage requirements of Paragraph Fourteen of
this Lease. Once formed, the unit(s) may notbe reformed, re-pooled, altered, amended, or changed in any manner
without the prior written consent of Lessor, Wthh consent shall not be unreasonably withheld; conditioned or
delayed. In the event the Leased Premises are so pooled, consolldated “or unitized, Lessor agrees to accept such
proportion of the production royalty prescribed by this Lease as the acreage contrlbuted by this lease bears to the
total acrcage compr:smg any such unit(s).

6. Pugh Claunse — Horlzontal and Vertical. As to any acréage of the Leased Premises which
is not included within any properly constituted and publicly recorded production unit -at the expiration of the
Primary Term, as extended hereunder, this Lease shall automatlcally terminate, and be of no further force or
effect. Further, and to the extent. Lessee has established production.in paying quantities beyond the expiration
of the Primary Term on.the Leased Premises, or lands pooled' therewith, the Lease shall terminate; on a
production unit-by-production unit basis, as to all depths, horizons and zones lying at least One Hundred feet
(100°) below the deepest producing horizon on the Leased Premises or any lands pooled therewith determined
by reference to the deepest producmg horlzon in each respectlve sproduction unit. Thereafter; this Lease shall
continue in full force and effect for ali depths horlzons and zones lying above the depth of One Hundred feet
(100°) below the deepest producmg formation of a partlcular productlon unit as to all acreage located within
that particular production unit. Upon the drilling and completion of a well within a production unit containing
at least a portion of the Leased Premises, Lessee shall file a- declaration of pooling and unitization within a
reasonableé time in the records of the Office of the Clerk of the County Commission of the county in which the
applicable Granted Minerals are situated.

7. Royalty.

a. Delwery and Payment. Lessee shall deliver or cause to be delivered to the Lessor; or'its
SucCcessors, nominees, agents, or, 4ssigns, at-no cost to Lessor, a royalty equal to Twenty Pércent (20%) or
One- Fifth of Eight Eighths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee or any Affiliate of Lessee,
from the sale of the Granted Minerals, produced and sold from the Leased Premises.

i. Gross Proceeds: Gross P_rocee_ds _means_r_the total monies and other consideration accruing
to Lessee for the disposition of the Grantéd Minerals-and/or any ‘other marketable by-products, including
condensate, produced from the Leased Premises. Gross Proceeds shall be calculated based -on the total gross
volume of Granted Minerals produced and _ sold exclusive:-of productlon and post- productlon costs and
severance taxes or other taxes of any nature.

ii. Affiliate of Lessee. Affiliate of Lessee means any person, corporation, firm, or other entity
in which Lessee, or any parent company, subsidiary or affiliate of: Lessee, owns an interest-of Five Percent
(5%) or more, whether by stock ownershlp or otherwise, or over which Lessee, or any parent company or
affiliate of Lessee exercises any degree of control, directly .or -indirectly, by ownership, interlocking
directorate, or in any other manner; and any corporation, firm. or other entity which owns any interest in
Lessee, whether by stock ownershlp or otherwise, or which exerc:ses any degree of control, directly or
indirectly, over Lessee; by stock ownershlp, mterlockmg dlrectorate or in any other manner.

. b, Due Dates of . Royalty Lessee shall pay Lessor all royalties that may become due under
this Lease within dne hundred twenty (120) days after the first .day of the month following the month
during which any well commences production into a-pipeline for sale of such production. Thereafter, all
royalties shall be paid to Lessor on or before the last day of the third month following the month of production
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or within Ninety (90)-days after the ﬁrsr day of the month following, whichever is longer.

c. Automatm Termmatron for Non-Payment of Royalty. If royalty is not paid within the
time prescribed in the preceding sub-section entitled Due Dates of Royalty, Lessor will provide Lessee written
notice of nonpayment of roya]ty in accordance with paragraph 32 of this Lease. If Lessee fails to pay Lessor
royalty actually due and owing to Lessor within Thirty (30) days from Lessee’s receipt of such notice, this
Lease will automatically terminate. Inaccurate royalty payments shall not be governed by the provisions of this
paragraph 7 (a)}(c), but shall be resolved in good faith between Lessor and Lessee in a timely manner.

d. Production & Post-Productlon Costs. Neither. Lessee nor any Affiliate of Lessee, may
reduce Lessor’s royalty for any post-production expense, mcludmg, ‘by way of ‘example and not limitation,
pipelines, surface -facilities, telemetry, gathering, dehydratlon transportation, fractionation, compression,
manufacturing, processing, treating, of ‘marketing of the Grarited Minerals or any severance or other taxes of
any nature paid on the production thereof. Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all prod_uenon and/or post-production costs.

8. Method of Payment. All rents, royalties, bonuses or other payments accruing and/or
owing from Lessee to Lessor under thlS Lease shall be made or tendered in the followmg manner:

" a. By certified or cashier check delivered in ac'cordance with paragraph 32 of this Lease, or

- b. By direct deposit or wire transfer to the credit of Lessor as provided in writing by Lessor
to Lessee in writing by a separate mstrument delivered contemporaneous]y with this Lease.

7 9. Information, Metering, Lessor’s Right to Audit. Upon request, Lessee shall furnish to
Lessor copies of title opinions covering the Leased Prernises; copies of filings made by Lessee with the
Department of Environmental Protection re]ated ‘to the Leéased’ Premises; copies of daily driiling reports,
gauge tickets, sales receipts,-division orders, or amounts of _gross productlon copies of gas contracts or any
other agreements pursuant to which Eessee will sell use, transfer process, or dispose of the Granted Minerals
produced from the Leased Prémises;- and/or any other information: related to the production and sales of the
Granted Minerals. Lessee shall meter: gas deriving from the Leased Premises at the wellhead in accordance with
West Virginia'law. Lessor shall, on an annual basis, have the right-to audit the books, accounts, contracts,
records, and data-of Lessee pertaining fo the development and sale of the Granted Minerals.”

10. Quarterly Royalty Statement, Annual Report. Lessee shall furnish an annual report,
mcludmg production volumes ‘and sales prices, t0 the Lessor.not less than annually on the anniversary date of
this Lease, unless otherwise requested by Lessor. - The Lessee shall mclude the followmg information no less
frequently than once per calendar quarter, eitlier on the check stub of a royalty payment or on an attachment to
or enclosure with a royalty payment:

a. The lease, property, or well names and the well identification numbers on which royalties are
being paid; : :

b. The month and year during which the sales occurred for which payment is being made;

c.  Thetotal production from the well or wells expressed as the number of barrels of oil or the total

amount of gas in million cubic feet (MCF) and the volume of any other Granted Minerals, condensate or other
constituents therem which were so]d



d.  The price per barrel of oil and per MCF .of gas sold;'z_lnd

e. The name, address, and telephone number of a contact person where the Lessor may obtain
_ mformatlon about royalty payments made by the Lessee hereunder '

11. Shut-In Royalty. If a well has been comp]eted capab]e of production in paying quantities,
and has been temporarily shut-in for lack of a market Lessee shall pay Lessor annually, on or before Ninety
(90) days of such shut-in event; the -sum of One Hundréd ($100.00) Doilars per acre for the first year, and
Two Hundred Fifty. Dollars ($250.00) per acre for the year thereafter on the ensuing anniversary. In no event
may Lessee maintain this Lease by paymen't of shut-in royalty beyond a continuous two—year period, and this
Lease shall termlnate automatically on’the first day following the second anniversary date of initial shut-in.
Add1t10nally, ifi no event may Lessee mamtam this Lease by. payment of shut-in royalty beyond a cumulative
three-year period during which all productlon of Granted Minerals was shut-in, and this Lease shall terminate
automatlcally on the first day followmg the date that all productlon of Granted Minerals has been shut-in for a
cumulatlve period of Three (3) years -

12. Notrce of Intent to: Drlll ‘and Complete Lessee shall supply Lessor pr1or written notice of
Lessee’s intention to drill at least fourteen (14) calendar days prior to the spudding-in of a well associated
with producing the Granted Minerals. Lessee shall aiso supply Lessor ‘with a copy of Lessor’s completion
report of such well or wells within thlrty calendar (30) days of completlon :

13. Dlllgence, Daty to Drlll Offset Wells Lessee shall conduct its driiling operatlons hereunder
utilizing best industfy-practices in:existence at the time. of such. drillmg, -and shall otherwise-conduct its
operations in a-good and’ workmanlike manner as a reasonab]y prudent operator would ‘under the same or
similar circumstances until all drilling and _producing operatioris are completed, or until such time as the final
well is plugged and abandoned. - Additionally, if Granted Minerals are discovered on or in the Leased
Premises, Lessee shall -further develop and produce the Leased Premises as a-reasonable and prudent
operator would, and- exercise all* due diligence in drilling additional well(s) as may be necessary to fully
develop the Leased: Premises. Lessee. shall proteet the Granted Mmerals in and under the Leased Premises
from drainage by wells on adjoining or, nearby tracts or leases, including those held by Lessee or any Affiliate

_of Lessee. Neither the rentals, royalties; ‘hor any other consideration set forth under this Lease shall relieve
Lessee of its obligation to reasonably deveIOp and produce the Leased Premises and to reasonably protect the
Granted Minerals in and under the_ L¢ased Premises from drainage or other damage.

14. Waste Prohibited, Damage Lessee -shall .not commit, or cause to be committed, waste,
damage, or pollution to-the Leased’ Premises, Lessee shall take all reasonable steps to prevent its operations
from causing or contributing to soil erosion, or to the injury of terraces, grades embankments, other soil, or
structures on the Leased Premises. Lessee shall not pollute the surface or- subterranean waters of the Leased
Premises, afly reservoirs, springs,: streams, .irrigation ditches, stock _ponds, or other wells on the Leased
Premises. Lessee shall not decrease the fertility of the soil, damagmg ary Crops, grasses, timber, or pastures
on the Leased Premises, and shall riot harm or mJure any animals, fish; or-livestock on or in the Leased
Premlses or damage any buildings, roads, structures, or. other improvements on the Leased’ Premlses Lessee
shall preserve the Leased Premises, -and_ upon the termination of this Léase, promptly surrender and retum

the Leased Premises to the Lessor.in the same condition, or. substantlally similar condition, as the Leased-

Prem1ses were in pr10r to Lessee taking possession of the Leased Premises. Lessee shall compensate Lessor,
its 'successors or assigns,. for damages caused by Lessee to any being or “thing which is the subject of this
provision. -



15. Well Pluggmg Before abandonmg any well assoc1ated with this Lease, Lessee shall securely
plug and abandon such. well or wells in _accordance with the rules and regulations of the West Virginia
Department of Environmental Protection and the laws of the State of West Virginia, and any other governmental
agency having jurisdiction.

16. Record Management The Lessée shall keep an accurate account of all drilling operations,
mcludmg but not limited to the following:-a log of each well drilled, duly sworn to by the contractor or driller;
original gas sales contracts with amendments: gas balancing agreéments and schedules; information concerning
litigation, settlement agreements, or other agreements relatingto sales_and pricing of the Granted Minerals.

17. " Ratification. No instrument executed by Lessor shall be effective to constitute a ratification,
renewal, extension or amendment of this' Lease tinless such 1nstrument is clearly titled to indicate its purpose
and intent,

o 18. Comphance with Apphcable Law. This Lease shall be subject to the Constitution and laws
of the State of West Virginia ‘and the rules and regulations of the” West Virginia Division of Natural
Resources and the Weést Virginia Department of Environmental Protection now or hereafter in force, all of
which are made a part and condition of this Lease; provided, that no fegulation made after the exeécution of
this Lease affecting eithet the length of the term hereof, the rate of royalty, or payment hereundef, or the
assignment hereof, shall operate to alter. the terms and conditions of this Lease. Lessee agrees to comply in
all material respects with the laws, rules and regulat:ons of the State of West Virginia and the Umted States of
America.

19. " Insurance. A company licensed by the West.Virginia Insurance Commission to do business
in the state of West Virginia shall underwrite all policies requrred by this Lease. Lessee, and/or any person
or entity acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance
carriers at all times durlng wh:ch this Lease remains in force-and effect sufficient workers compensation
and employer’s liability insurance, commercial general llab1l|ty and umbrella lrabrllty insurance, business
auto and umbrella liability insurance, and environmental liability insuranceé in the amount of at least
Twenty-Five Million Dollars ($25 000,000.00), combined single limit, |dcnt1fymg LLessor as an additional
lnsurcd (except for workers compensat1on and employer’s liability), and shall be primary coverage for Lessor.
Said policy or policies, declaration pages and certificates.of insurance thereof shall be delivered to Lessor
upon _commencement of the Lease, ard upon each renewal of 'said insurance policy. The insurance policies
required under this paragraph 19 shall name Lessor as an’ additional insured, except for workers comperisation
and efmployer’s liability with regard to the Leased Premises, and shall reflect that the insurer has waived any
right of subrogation against the Lessor.

- 20, Bondlng Within Thrrty (30) days from the Effectlve Date of this Lease, Lessee shall post a
surety pond in favor of the Lessor.in an amount of Two Hundred Thousand Dollars ($200,000.00) to secure
payment of all sums due and perfo_rmancc of all obligations arising un_der this Lease.-

21, Assignment. The rights and estate of Lessee (or any permitted assignee or transferee of
Lessee) hereunder may not be assigned or otherwise transferred, in whole of in- part, without the prior
written consent of Lessor, which consent shall not be unreasonably withheld. In the event Lessee proposes
to a351gn or transfer this Lease, the Lesseé shall give Lessor writteh notice of its intent to assign or transfer its
interést in the Lease, which notice shall spec1fy the type of assignment or “transfer contemplated, thié identity
and contact information of the proposed assignee or transferee, and the timeframe of the proposed assignment
or transfer (“Transfer Notice™). Upon délivery of a Transfer Notrce to the Lessor, Lessor shall have Fifteen
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(15) days to either; (a) consent to'the proposed assignment or transfer by dehvermg written its consent to Lessee;
or (b) in its reasonable discretion, withhold its consent to the proposed assignment or transfer by dehvermg
written notice to Lessee that it is wrthho]dmg its consent and specnfymg the reasons therefor: In the event that
Lessor fails to respond to a Transfer Notice within the fi fteen-day perlod specified in the immediately preceding
sentence, Lessor shall-be deemed for all. purposes under the law to have-approved the assignment or transfer
outlined in the Transfer Notice, and to have consented to such assignment or transfer in the same manner as if
it would have delivered its written consent to Lessee.

22, Default. The occurrence of any of the follovring shall be deemed a default of this Lease:

a. Failure of Lessee to’ trmely pay Lessor any" amounts required under . thls Lease in
accordance with paragraph 7.

b. if any credrtor of Lessee its- agents, and/or a551gns takes any action to execute on, garnish,
or attach the Lessee’s assets located on-or accessing the “Leased Premises. This provision shall not impair
Lessee’s ability to mortgage its interests in the Granted Mmerals or:the Leased Premlses

c. Failure of Lessee to obtaiﬁ any requisite “prior-\'vr-itten consent” as set forth within this Lease.
d. Failure of Lessce to mamtaln insurance m the type and amount as set forth within this Lease.
e. Shut-in of Lease exceedmg the perlods set forth in paragraph 11 of this Lease.

23, Notice of Default.or Breach. If Lessor .considers-,that Lessee has failed to comply with its

obligations under this Lease, whether express and implied, Lessor shall notify Lessee in writing, setting
out in what respects Lessee has brelaﬂehed. this Lease. Lessee shall then have Thirty (30). days after receipt
of said notice to cure all alleged breaches asserted by Lessor or, if it is not practical to cure such alleged
breaches within thirty (30) days, then Lessee shall have Thirty (30) days to conimence curing the alleged breach
and dlllgently and continuously pursue to completion such cure. If Lessee, having-received such written notice
of breach of Lease, shall thereaﬁer fail or refuse to satisfy in' the timeframes set forth in the immediately
precedmg sentenee or respond in a meanmgfu] fashiion to Lessot*s netice; this Lease shall automatically cease
and terminate. Upon such termmatlon ‘Lessee agrees to (a) imfediately and unconditionally surrender
possession of the Leased Premises, or of the portion of the Léased- Premlses included in such notice of breach,
and (b) plug and abandon any producmg or non- producing welil(s).:

24.  Remedies for 'Default_.,or Breach. The Lesso_r shall be entitled to- recover from the Lessee
any and.all royalties, charges, or claims of every kind and. nature due and owing and/or arising out of this
Lease, upon failure to comply with the .provisions of this Lease “and to take immediate possession of the
Leased ‘Premises. If Lessor mstltutes proceedlngs to clear title or take possession of thé Lieased Premises,
Lessor shall' bé entitled to recover from Lessee its attorney. fees and costs, ‘investigation costs any expert fees,
and any other costs or expenses related to such proceedmgs

25. _Surr_endér of Le_as_e. ‘The Lessee may surrender this Lease or any part of this Lease if, and
only if, Lessee is not then in default-of any obligations under this-L.ease and upon payment of all liabilities
then ‘accrued and due. Such surrender .must be evidenced by written notice delivered to Lessor Thlrty
(30) days prior to the effective date of surrender Lessee shall deliver to Lessor a release or releases in
recordable form approved by Lessor, and Lessee shall refease the appheable portion of .this Lease upon
expiration. Lessee may not release any. portlon of this Lease meluded in a pool or unit as long as Operations
are being conducted on such poo] or umt Any pamal release . ‘must descrlbe all depths and horizons in and
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undef the Leased Premises so released.
26. ' No Warranty-of Title.

‘a. Lessor: makes 1o representation of tlt]e or ownershlp, either express or implied, and further
makes. no warranty. as to the actual or potential presence of Grarnted Minerals. Lessee represents it has
performed all necessary due dxllgence regarding the title or ownership of the Granted Minerals, and agrees to
be bound by the quantum of acreage as set forth in the Legal -Description above.

b. Lessee shall notify Lessor of any adverse claim to the Leased Prem:ses affecting title to all or
a portion of the rights to develop the Granted Minerals, and Lessor may, with the approval of the Attorney
General, enter into an escrow arrangement for future tents and royalties accruing to such disputed portion of
the Leased Premises under terms and conditions that the Attorney General feels proper to safeguard the rights
and interest of the State of West Virginia.

c. If an adverse claimant files suit agamst the State of West Vlrgmla or against Lessee claiming
title to all or a portlon of the Granted. Mmerals or if the Lessee, after receiving notice of an adverse claim,
institutes ]1t|gat:0n in-a court of competent jurisdiction to adjudlcate the validity of the claim, the rents and
royalties accruing to thé litigated portion shall be placed in an escrow account until such time as the ownership
of the dlsputed interest is determmed bya court of competent jurisdiction.

d. If a court of competent jurisdiction determines that Lessor does not have title to all or part of
the Granted Minerals in the Leased Premises, the rentals, royalties, and bonus thereafter accruing from any part
as to which this Lease covers less than the full interest'in such. Granted Minerals, shall thereafter be paid only
in the proportion which the interest therein, if any, covered-by this Lease bears to the whole and undivided
fee simple estate therein. Any sums of money paid pursuant to this Lease are not reimbursable to Lessee.

27, Indemnity. Unless caused by the negligence of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend, mdemmfy protect and hold harmless Lessor and. Lessor’s: heirs, successors,
representatives, agents and/or assigns’ fromi- and against any and all claims, demands, causes of action,
liability, loss, damage or expense of any and every kind and nature, mcludlng without limitation costs,
experises, and attorneys’ fees, for -injury (including death), or damage ‘to persons ot property- (including
environmental damage to the surface, waterways, or subsurface estates of any person, firm, corporation, or
other entity) arising out of, incidental to, or resulting from (i) the operations or activities of Lessee or Lessee’s
servants, agents, emp]oyees guests, licensees, invitees or 1ndepcndent contractors on or in the Leased Premises;
(ii) ‘the exercise of any right granted under this Lease, and/or; (iii) any obligation. 1mposed under this
Lease. Any successor in interest of any rights of Lessee in this Lease shall likewise be obllgated to. defend
and mdemmfy Lessor-and Lessor’s heirs, successors, representatwes agents and assigns in the same manner
as the original Lessee. -

28. leltatlons on Drilling. From and after the Effective Date of this Lease, Lessee shall not
commence.construction of any new wellpad that is mtended to produce the Granted Minerals from the Leased
Premises if such we}lpad would be located within Flve Hundred Fifty feet (500°) of any ‘outside boundary of
the tracts comprising the Leased-Premises measured llnearly from any point along sa1d tract boundary to the
mldpomt of the secondary containment berin of a particular wellpad. Lessor and Lessee agree that the limitation
-on pad construction-and/or location set forth in.this paragraph 28 is intended to reduce any long-term, substantial
interference with-the publlc S use of the surface of the Leased Premises as it exists on the date of the Lease.
Further, if Lessor determines in its reasonable discretion after conducting a proper investigation that the drilling
activities of Lessee related to thé production’of Granted Minerals from the Leased Premiises have created a
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long-term, substantial interference with the public’s use of the surface of the Leased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures or controls to mitigate such long-term,
substantial impairment caused by Lessee’s said drilling activities.

29, Force Majeure. If Lessee is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or inability to obtain or use equipment or
material or by operations of Force Majeure, or any federal or state law, or any order, rule or regulation, then,
while so prevented, Lessee’s obligation to comply with such this Lease shall be temporarily suspended, and
Lessee shall not be liable in damages; and this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a result of Force Majeure, federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years. As used herein, the term “Force Majeure” shall mean acts
of god such as flood, fire, adverse weather conditions, war, sabotage, rebellion, insurrection, riot, strike or
labor disputes, or by other cause(s) not within Lessee’s control, but shall specifically exclude scarcity, cost,
or inability to obtain or use equipment, contracts, personnel, water, or other material(s).

30. Further Assurances. Each of the parties hereto shall, and shall cause its respective affiliates
to, from time to time at the request of the other party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents, instruments and
conveyances, and take such other actions and do such other things, as may be reasonably necessary in the
opinion of counse! to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or instrumentality of the State of West Virginia to enter into this Lease, as stated in
paragraph | herein, Lessor shall cause all of the proper agencies or instrumentalities of the State of West
Virginia, without any additional consideration, to join in this Lease, as Lessor, upon the same terms provided
herein.

31. Governing Law. This Lease shall be governed by the laws of the State of West Virginia and
any dispute arising out of this Lease shall be finally resolved in a West Virginia court of law having jurisdiction
thereof.

32. Notices and Payments. All notices and payments which are permitted or required under this
Lease shall be in writing and shall be deemed valid and received if delivered personally; by registered or
certified mail, return receipt requested; or by special carrier (such as Federal Express or UPS), with signature
required, to the Lessor and/or the Lessee to the following addresses, unless otherwise agreed by the parties in a
signed writing:

a. To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams

324 Fourth Ave

South Charleston, WV 25303

b. To Lessee:
Jay-Bee Production Company

Attn: Brian Paugh, Vice President of Land
3570 Shields Hill Road



Cairo, WV 26337-6405

33.  Successors in Interest. The terms, conditions, covenants, obligations, considerations or
requirements of this Lease shall extend to and:be binding upon the parties hereto, their heirs, successors,
executors administrators, and assngns all of whom shall be Jomt]y and severally liable.’

34, Severablhty Should any one or more of the prov1snons in this Lease become or be
determined to be void or invalid by a court having _]Ul‘]SdlCtlon thereof in whole-or in part, the remainder of
this Lease shall remain in full force and effect.

35. Counterparts. This Lease may be executed in any number of counterparts, and by different
parties in separate counterparts, all of” whlch shall be identical. ‘Each'such counterpart shall be deemed to be an
original mstrument but all such counterparts together shall constltute but one instrument.

IN WITNESS WHEREOF the pames hereunto subscnbed their. 31gnatures on the day and year first above
written.

" WEST - VIRGINIA DIVISION OF NATURAL RESOURCES,
. ON BEHALF OF ITSELF AND OF THE STATE OF WEST
~ VIRGINIA

ATTEST: “By: Robert A. Fala, Director
o - West Virginia Division of Natural Resources’

JAY-BEE PRODUCTION COMPANY

B

ATTEST: "~ “By: Brian Paugh :
Title: Vice President of Land
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ACKNOWI‘,EI_)MGEMENT FOR WEST VIRGINIA DIVISION OF NATURAL RESOURCES
State of West Virginia,
County of Kanawha,

Personally appeared before me, the under51gned Notary Public, Wlthm and for said County and State, ROBERT
A.FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Vlrglma Department of Commierce, to the foregoing instrument, as its
Director, and acknowledged to me that he ¢xecuted the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Vlrgmla Division of Natural Resources, a division of the West
Virginia Department of Commerce, for the uses and purposes herein set forth

IN WITNESS WHEREOF, I have liereunto set my hand and Notary Seal on thism day OW 2015.

NOTARY PUBLIC GFFICIAL SEAL
LYSTI A, LOONEY
- State of West Virginia
"} My Commission Expires May 8, 2020
4 mmlmENUEsoum CHARLESTON, WV 25303

e

ACKNOWLEDGEMENT FOR JAY-EEE'PRODUCTION COMPANY

State of West Virginia,

County of Kanawha, ‘

This instrument was acknowledged before me on _Z#/2Y 4 20/4 , by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Productxon Company, a West Virginia company, on behalf of the
company.

My Commission Expires: myeﬂgﬁt ¢ A0/ 7 %«W

Notary Public

(SEAL)

Ot e
Notary Public :
State of West Virginia
Grace E. Fisher

Cily National Bank_

#10 Hale 51, Sujte, 100
o Charlesion, W\I 25301 :
My commisslon explres Ncwernber 6 2016 1
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This Instrument prepared by:
Larry W. George, Esq.
Special Assistant Attorney General

‘West Virginia Department of Commerce

One Bridge Place, Suite 205
1-_0__Ha_]e Street .
Charleston, West Virginia



Tract No. To6(Q14
Sale _
Lease No. : . -

THE STATE OF WEST VIRGINIA OILAND GAS LEASE
NO SURFACE USE .
(4 YEAR PAID-UP LEASE)

This Oil and Gas Lease (this “Lease™} is dated and eﬂ'"ectwe as of April 30, 2015, (the “Effective
Date”), by and between the WEST VIRGINIA ‘DIVISION OF NATURAL RESOURCES a division
of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South Charleston,
West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address§’is 3570 Shields Hll] Road Cairo, WV 26337-6405, party
of the second part hereinafter de51gnated as LESSEE

UNDER AND PURSUANT TO.THE PROVIS]ONS OF THE CONSTITUTION AND LAWS OF

THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE

STATE OF WEST VIRGINIA, WITNESSETH

1. Grant of Lease. In consideration of the bonus of Seven ‘Hundred Thirty Thousand Five
Hundred Ninety Five and 93/100 Deollars ($730,595.93} for 44. 6875 net mineral acres paid at closing to
Lessor, the royalties to be paid, and the covenants,-obligations, stipulations and conditions to be observed and
performed as herein set forth, Lessor does hereby demise, lease and let unto the Lessee the following described
tracts of land for the sole purpose and with the- excluswe right of exploring, drilling, completing, operating
for, and producing oil,-gas, and. ¢thier. lquId or gaseous hydrocarbons (including, by way of example and not
limitation, any and all natural gas liquids such as butane ethane, isobutaite; natural gasolrnes pentanes, propane,
and_similar liquids or byproducts) produced i- association w1th the-oil or gas in or underlying the Leased
Premises (the “Granted Minerals™), situated in Ellsworth District, Tyler County, West Virginia, and being more
particularly described as follows: :

Tax Map 27, Parcel 28 (Also referenced as Jay-Bee Tract #T6014)

;The land referred to in this document is situated on the waters of Mrddle Island Creek,
Ellsworth Dlstrlct Tyler County, West Vrrgmla bounded and descrlbed as fotlows, to wit:

~ Beginning at a Stone in Wm. Gregg s liné, corner to Nancy Jones thence with sald Gregg’s

© line N 11 E 30 poles to a Beech; thence N 41 % E 39 poles to a stone; thence North 10 E

78 poles to a Whitle Oak; thence N 70 E 70 poles to a Red Oak, corner to said Wm. Gregg,

in Petter Smith’s line; thénce with said line, S 16 E 141 poles to a Stone, corner to said

‘Nancy Jones; thence with her line, S 84 W 153 poles to the begmmng “Containing 89. 375
acres. . :

Containing 89.375 acres, more or less (the “Leased Premises”). Lessor represents and warrants to Lessee that
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the West Vrrglma Division of Natural Resources is the proper agency or instrumentality of the State of West
Virginia to enter into this Lease for thé purpose of leasing the Granted Minerals and Leased Prémises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natiiral Résources is vested
with the full legal authority and is duly authorized to execute this Lease on behalf of the Lessor and the State
of West Virginia. -

2. Limitations on the Grant Of Lease

a. Surface Actlvmes Prohibited. This lease does not. mclude and specifically prohibits and
excludes the right to enter upon or condutct exploration for, drilling, and- productron and marketing activities
of any kind associated with the Granted Minerals, or any other. activities’ by Lessee; its representatives,
employees, contractors, agents, and affiliates, on the surface of the ‘lands covered herein, if any, including, but
not limited to the construction of any pits and/or pipelines or gathering lines c'm'the Leased Premises.

b. No. Storage. Lessee may not use the Leased Premlses or ‘any part thereof for gas, oil,
hydrocarbons, or brine storage purposes. , oo

c. Use of Surface or Subsurface Water. Lessee shall not-use the surface waters or the
groundwaters located within the Leased Premiées

d. Reserved Rights of Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all minerals other than the Granted Minerals mcludrng, by way of example and
not llmltatlon geothermal energy, salt brine, coal and coalbed methane.

3. Facilities Deve10pment Al -development and productlon activities and facilities shall be
constructed on adjoining and/or other lands, but not the Leased Premises and above and, if applicable, outside the
high water mark of the Ohio River, other waterways or islands therein, except to the extent horizontal well laterals
are located underneath the bed, banks and shores of the same Leased Premises.

4. Term. This Lease shall remain in force for a term of Four'(4) years from the date hereof
(“Prrmary Terni”),.and as long thereafter as Granted Minerals are- produced from the Leased Premisés or on
acreage pooled therewith, or drilling operations are continued as hereinafter-provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not bemg produced on the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then-this Lease shall

continue in force for so long as operations are being continuously prosecuted on the Leased. Premises or on

acreage pooled therewith (“Operations™). Operations shall be considered to be continuously prosecuted if not
more than one hundred twenty (120) consecutive days shall elapse betweén the completion or abandonment of
one well and the beginning of operations for the drilling of a subsequent well. If after drscovery of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the production thereof should cease from any
cause after the Primary Term, this Lease shall not terminate if Lessee commences additional drilling or re-
workmg operations within one hundred.twenty (120) days from date of cessation of production or from date of
completion of a dry hole. If Granted Minerals shall be discovered and produced as a result of-such operations

at or after the expiration of the Primary Term of this Lease, this Lease shall continue in force so long as Granted

Minerals are produced from the Leased Premises or on acreage pooled therewith.

S. Unitization.  Lessee may voluntanly pool, consolldate or unitize por’uons of the Leased
Premises as to hydrocarbon bearing geologlc formations in order to constitute a unit for the- purpose of exploring
for and producing Granted Mmerals Said unit may-not exceed Six Hundred-Forty (640) acres and -shall be
comprised of lands contiguous to the Leased Premises and/or in the vicinity of the Leased Premises, provided:
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that the unit may, with the written consent of Lessor, be larger, but no greater than One Thousand, Two Hundred
and Eighty (1,280) acres, which consent shall not be unreasonably withhéld, if that unit, in comparison to-a unit
of Six Hundred Forty (640) acres, shall provide for the greater developmént of thé Granted Minerals in
compliance with the diligent development a and protection from drainage requirements of Paragraph Fourteen of
this Lease. Once formed, the unit(s) may not be reformed, re-pooled, altered, amended, or changed in-any manner
without the prior written consent of Lessor, which consent shall not be unreasonably withheld, conditioned or
delayed. In-the event the Leased Premises are so pooled, consolidated, or unitized, Lessor agrees to accept such
proportion of the production royalty prescribed by this Lease as the acreage contributed by this Tease bears to the
total acreage comprising any such unit(s).

6. Pugh Clause — Horizontal and Vertical. As to any acreage “of the Leased Premlses which
is not mcluded within any properly constituted and publicly recorded production unit at the expiration of the
Prlmary Term, as extended hereunder, this Lease shall automatically terminaté, and be of no further force or
effect. Further, and to the extent Lessee has established production in paying quantities beyond the expiration
of the ‘Primary Term on the Leased Premlses or lands pooled therewith, the Lease shall terminate, on a
production unit-by-production unit basis, as to all depths, horizons and zones lying at least One Hundred feet
(100°) below the deepest producing horizon on the Leased Premises or any lands pooled therewith determined
by reference to the deepest producing horizon in each respective productlon unit. Thereafter, this L.ease shall
continue in full force and effect for all depths horizons and zones lying-above the depth of One Hundred fect
(100°) below the deepest producing formation of a particular production unit as to all acreage located within
that particular production unit. Upon the drilling and completion of a well within a production unit containing
at least a portlon of the Leased Premises, Lessee shall file a declaration of pooling and unitization within a
reasonable time in the records of the Office of the Clerk of the County Commission of the county in whlch the
applicable Granted Mmerals aré situated.

7. Royalty.

a. Delivery and Payment. Lessee shall deliver or cause to be delivered to the Lessor, or its
SUCCEssors, nominees, agents, or assigns,.at no cost to Lessor, a royalty equal to Twenty Percent (20%) or
One- Flfth of Eight Elghths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, or any Affiliate of Lessee
from the sale of the Granted Minerals, produced and sold fror the Leased Premises.

i Gross Proceeds. Gross Proceeds means the: total 1non1es and other con51deratlon accruing
to Lessee for the disposifion of the Granted Minerals and/or: any other marketable by-products, including
coridénsate, producéd from the Leased Premises. Gross Procéeds shall be calculated based -on the total gross
volume of- Granted Minerals produced and sold, exclusive_ of production-and post-production costs and
sevérance taxes or other taxes of any nature

ii. Affiliate of Lessee Affiliate of. Lessee means any person corporatlon -firm, or other entity
in wh1ch Lessee, or any parent company, subsidiary or afﬁl]ate of Lessee, owns an interest of Five Percent
(5%) or more, whether by stock ownership or otherwise, or over which Lessee, or any parent company or
affiliate of Lessee _exercises any degree of control, directly or indirectly, by ownership, mterlockmg
directorate, or in any other manner; and any corporation, firm or other entity-which owns any interest in
Lessee, whether by stock ownership or otherwise, -or which éxercises_ any degree of control, directly or
indirectly, over Lessee, by stock ownership, mterlockmg dlrectorate orin any other rnanner

b. Due Dates of Royalty Lessee -shall pay Lessor all roya]tles that may become due under
this' Lease within one hundred twenty (120) days after the first day-of the month following the month
during which any well commences production into a p:pelme for sale of such production. Thereafter, all
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royalties shall be paid to Lessor on or béfore the last day of the third month following the month of production
or within Ninety (90) days after the first day of the month fo]lowmg, whlchever is longer.

c. _ Automatic Termi_nation -for Non-Payment of Royalty. If royalty is not paid within the
time prescribed in the preceding sub-section entitled Due Dates of Royalty, Lessor will provide Lessee written
notice of nonpayment of royalty in accordance with paragraph 32 of this Lease. If Lessee fails to pay Lessor
royalty actually due and owing to Lessor, within Thirty (30) days from Lessee’s receipt of such notice, this
Lease will automatically terminate. Inaccurate royalty payments shall not be governed by the provisions of this
paragraph 7 (a)(c), but.shall be resoIVed in good faith between Lessor and Lessee in a timely manner.

d. Production & Post-Productlon Costs. Neither Lessee nor any Affiliate of Lessee, may
reduce Lessor’s royalty for any post-productlon expeénse, including, by way of example and not limitation,
pipelines, surface facilities, telemetry, gathering, dehydration, transportation, fractionation, compression,
manufacturing, processing, treating, or marketing of the. Granted Minerals or any severance or other taxes of
any nature paid on the production theredf. Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive-of any and all production and/or post-production costs.

8. Method of Payment “All rents royalties, bonuses .or other payments ' accrurng and/or
owmg from Lessee to Lessor under thlS Lease shall be made or tendered in the followmg manner:

a. By cemﬁed or cashier check delivered in accordance wrth paragraph 32 of this Lease, or

b. By .direct deposit or wire transfer to the credit of Lessor as provided in writing by Lessor
to Lessee in writing by a separate mstrument delivered contemporaneously with this Lease.

9. Information, Metering', Lessor’s Right to Audit. Upon request, Lessee shall furnish to
Lessor copies of title opinions covering the Leased Premises; copies of fi Iings made by Lessee with the
Department of Environmental Protection related to the Leased Premises; copies of daily drilling reports,
gauge tickets, sales receipts, division-orders, or amounts of gross productlon copies of gas contracts or any
other agreements pursuant to which Lessee will sell, use, transfer, process, or: dispose of the Granted Minerals
produced from the Leased. Premises; and/or any other information related to the production and sales of the
Granted Minerals. Lessee shall meter.gas deriving from the Léased Premises at the wellhead in accordance with
West Virginia law. Lessor shall, on an annual basis, have the right to audit the books, accounts, contracts,
records, and data of Lessee pertaining to the development and sale of the Granted Minerals.

- 10, Quarterly Royalty Statement Annual Report. Lessee shall furnish an annual report,
mcludmg production volumes and sales prices, to the Lessor not less than annually on the anniversary date of
this Léase, unless otherwise requested by. Lessor. The Lessee shall include the fo]lowmg information no less
frequentiy than once per calendar quarter, either on the check stub of a royalty payment or on an attachment to
or enclosure with a royalty payment: :

- a. The lease, property, or well names and the well identification numbers-on which royalties are
being paid; ¥ ' ;

b. The month and year daring which the sales occurred for which payment is being made;

c. The total production f'rom the well or wells expressed as the number of barrels of oil or the total

amount of gas in mllhon cubic feet (MCF) and the volume of any other Granted Minerals, condensate, or other
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constituents therein which were sold
d. The price per barrel 'df oil and per MCF of gas sold; and

e, The name, address, and telephone number of a contact person where the Lessor may obtain
mformatron about royalty payments made by the Lessee hereunder

11. Shut-In” Royalty. If a well has been completed capable of production in paymg quantities,
and has been temporarily shut-in: for lack of a market, Lessee shall pay Lessor annually, on or before Ninety
(90) days of such shut-int event, the sum of One Hundred ($100.00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars ($250.00) per acre for the year thereafter on the ensuing anniversary. In no event
may Lessee maintain thrs Lease. by payment of shut-in royaity beyond a continuous two—year period, and this
Lease shall terminate automatically on the first day following the second anniversary date of initial shut-in.
Additionally, in no event may Lessee maintain this Lease by payment of shut-in royalty beyond a cumulative
three-year period during which all. productron of Granted Minerals was shut-in, and this Lease shall terminate
automatically on the first day followmg the date that all production of Granted Minerals has been shut-in for a
cumulative period of Three (3) years. :

12. Notice of Intent to-Drill and Complete Lessee shall supply Lessor prior written notice of

" Lessee’s intention to drill at feast fourteen (14) calendar days prior to the spudding in of a well associated

with producing the Granted Mme_rals Lessee shall also supply Lessor with a copy of Lessor’s completion
report of such well or wells within thirty calendar (30) days of completien.

13. Diligence, Duty to Drlll Offset ‘Wells. Lessee shall conduct its drilling operations hereunder
utilizing best industry practices in_existence at the time of such drilling, and shall otherwisé conduct its
operations in a good and workmanlike manneér as a reasonably prudent operator would under the same or
similar circumstances until all drlllmg and producing operations are completed, or until such time as the final
well is plugged and abandoned. Additionally, -if Granted-Miterals aré discovered on or in ‘the Leased

_Premises, Lessee shall further develop and produce thé Léased Premises as a reasonable and - prudent

operator would, and exercise all ‘due dlllgence in drilling additional-well(s) as may be necessary to fully
develop the Leased Premises. Lessee shall protect the Granted Minerals- in and under the Leased Premises
from drainage by wells on adjoining or nearby tracts or leases, including those held by Lessee or any Affiliate
of Lessee. Neither the rentals, royalties, nor any other consideration set forth under this Lease shall relieve
Lessee of its obligation to reasonably develop and produce the Leased Premises and to reasonably protect the
Granted Minerals in and under the Leased Premises from: dramage or other damage. .

14. Waste Prohibited, Damage. Lecssee sha]l not commit, -or cause to be commltted waste,
damage or poliution to the Leased Premises: Lessee shall take all- reasonable steps to’ prevent its operations
from causing or contributing to soil erosion, or to the injury of terraces, grades, embankments, other soil, or
structures on the Leased Premises. Lessee shall not pollute the surface or subterranean waters of the Leased
Premises, any reservoirs, springs, streams, irrigation ditches, stock pends, or other wells on ‘the Leased
Premises. Lessee shall not decrease the fertrlrty of the-soil; damaging any crops, grasses, timber, or pastures
on the Leased Premises, and shall not harm or injure any animals, fish, or livestock on or in the Leased
Premises, or damage any buildings; roads, structures, or other improvements on the-Leased Premises. Lessee
shall preserve the Leased Premises, and upon the termination of this Lease, promptly surrender and retumn

the Leased Premises to the Lessor in the same - condition, or. substantially similar condition, as the Leased-
: Premlses were in prror to Lessee taklng possessron of the Leased Premises. Lessee shall compensate Lessor,

its successors or assigns, for damages caused by Lessee to any being or thing which is the subject of this
provision.



15. Well Plugging. Before abandonmg any well associated with this Lease, Lessee shall securely
plug and abandon such well or wells“in accordance with the rules and regulations of the Weést Virginia
Department of Environmental Protection and the laws of the State of West Virginia, and any other governmental
agency having jurisdiction,

- . 16.  Record Management. The Lessee shall keep-an accurate account of all drilling operations,
including but.not limited to the following: a log of each well drilled, duly sworn to by the contractor or driller;
original gas sales contracts with amendments; gas balancing agreements and schedules; information concerning
litigation, settlement agreements or other agreements- relatmg to sales and pncmg of the Granted Minerals.

17. Ratification. _No mst_r_ument executed by Lessor _s_haII be effective to constltute a ratlﬁcat:on,
renewal, extension or amendment of this Lease unless such instriment is clearly titled to indicate its purpose
and intent. i : :

18. Compliance with Apphcable Law. This. Lease shall be subject to the Constitution and laws
of the State of West Virginia and. the.rules and regulations of the West Virginia Division of Natural
Resouices and the West Virginia Department of Environmental ‘Protection now or hereafter in force, all of
which are made a part and condition of this Lease; provided; that no regulation made after the execution of
this Lease affecting either the length of the term hereof, the rate of royalty, or payment hereunder, or the
assignment. hereof, shall operate to alter.the terms and conditions of this Lease. Lessee agrees to comply in
all material respects with the laws, rules and regulations of the State of West Virginia and the Unnted States of
America,

19. Insurance. A company licensed by the West Virginia Insurance Commission to do business
in the state of West Virginia shall undefwrite all polities requrred by this Lease. Lessee, and/or any person
or entrty acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance
carriers at all times during which this Lease remains in force and effect sufficient workers-compensation
and employer’s liability insurance, commercial general llablllty and umbrella liability insurance, business
- auto and ‘'umbrella liability insurance, and environmental. hab11|ty insurance in the amount of at least
Twenty-Five Million Dollars (325, 000 000.00), comblned sigle limit, identifying Lessor as an additional
insured (except for workers compensatlon and employer s liability), and shall be primary coverage for Lessor.
Said policy or policies, declaration pages and certificates of insurance thereof shall be delivered to Lessor
upon commencement of the Lease, and .upon each.renewal of said- msurance policy. The insurance policies
required under this paragraph 19 shall name Lessor as-an additional insured, except for workers compensation
and employer’s liability with regard to the:Leased Premises, and shall reﬂect that the insurer has waived any
right of subrogation against the Lessor.

20. Bonding. Within Thlrty (30) days from the Eﬁ‘eetwe Date of this Lease, Lessee shall post a
surety bond in favor of the Lessor in an amount of Two HundredﬁThousand Dollars ($200,000.00) to secure
payment of all sums due and performance of all obligations arising under this Lease.

21, Assignment. The rights_ and estate of Lessee (or -any permitted assignee or transferee of
Lessee) hereunder. may not be assigried or othérwise. transferred; in-whole or in part, without the prior
wrilten consent of Lessor, which consént shall not be unreasonably w1thhe1d In the event Lessee propases
to assign or transfer. this Lease, the Lessee shall give Lessor written notice of its intent to assign or transfer its
interest in the Lease, which notice’shall'_s’pecify the type of assignment or transfer contemplated, the identity
and contact information of the proposed-assignee or transferee, and the timeframe of the proposed assignment
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or transfer (“Transfer Notice™). Upon dehvery of a Transfer Notice to the Lessor, Lessor shall have Fifteen
(15) days to either: (a) consent to the proposed assignment or transfer by delivering written its consent to Lessee;

or (b) in its reasonable. discretion, withihald its-consent to the proposed assignment or transfer by delivering
written notice to Lessee that it is w1thhold1ng its consent-and specifying the reasons therefor. In the event that
Lessor fails to respond to'a Transfer Notice within the fifteen-day period specified in the immediately preceding
senitence, Lessor shall be deemed. for. all purposes under the law to have approved the assrgnment or transfer
otitlined-in the Transfer Notice, and to have consented to such assignment or transfer in the same manner as if
it would have delivéred its written consent to Lessee.

22. Default. The occurrenl'ce of any of the following shall be deemed a default of this Lease:

a. Failure of Lessee™ to tlmely pay Lessor any amounts ‘required under this Lease in
accordance with paragraph 7. .

b. If any creditor of Lessee its agents, and/or assigns, takes any action to execute on, gamlsh
or attach the Lessee’s assets located . on -or accéssing the Leased Prémises” This provision shall not impdir
Lessee’s ability to mortgage its mterests in the Granted Mmera]s orthe Leased Premises.

c. Failure of Lessee to- obtam any reqursrte pnor wrltten consent” as set forth wrthm this Lease.
d. Failure of Lessee to maintain insurance in the type and amount as set forth within this Lease.
e. Shut-in of Lease e')(_ceeding the periods set forth m pafagraph 11 of this Lease.

23. .ﬁotice o.f Default or.'l_i-reach."]fl Lessor considers that__'Le'ssee has failed to comply with its

obligations under this Lease, whether -express and implied, Lessor shall notify Lessee in writing, setting
out in what respects Lessee has breached this Lease. Lessee shall then have Thirty (30) days after receipt
of -said. notice to cure all alleged” breaches asserted by Lessor or, if it is not practical to cure such alleged
breaches within thirty (30) days, then Lessee shall have Thirty [€10) days 1o commence curing the alleged breach
and diligéntly and continuously pursue 1o completron such-cure. If Lessee, having recé€ived suich written noticé
of breach of Lease; shall thereafter.:fail or refuse to- satisfy in the timeffames set forth in the immediately
preceding sentence, or respond in a meamngful fashion to Lessor’s notice, this Lease shall aitoinatically cease
and terminate. Upon such termination, Lessee agrees to ‘(a) immediately and unconditionally surrender
possession of the Leased Premises; or of thé portion of the Leaséd Premises included in stch notice of breach,
and (b) plug and abandon any producmg or-non- producmg well(s)

24, ‘Remedies for Default or Breach The Lessor shall be entltled to recover. frorn the Lessee
any and all roya]tles charges, or claims of every kmd and nature due and owmg and/or arlsmg out of this
Lease, upon failure-to- comply with thie provisiens of thts Lease and.to .take immediate -possession of -the
Leased Premises. If Lessor institutes proceedings to clear title or take possession of.the Leased Premises,
Lessor shall be enfitled to recover from Lessee its attorney fees and- costs investigation costs any expert fees,
and-any other costs or expenses related to-such proceedmgs

25, Surrender of Lease The Lessee may surrender thls Lease or any part of thrs Lease if, and
only if, Lessee is not then in default of~ any -obligations under this Leasc .and upon payment of all liabilities
then accrued and due. Such surrender ‘must be evidénced by wriitén notice delivered to Lessor Thirty
(30) days prior to the effective date of surrender.” Lessee shall.deliver to Lessor a release or releases in
recordable’ form approved by Lessor and Lessee . shall-release the applicable portion of this Lease upon
expiration, Lessee may not release’ any portlon of thlS Lease mcluded in a'pool or unit as long as Operatlons
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are being conducted on such pool or unit. Any partial release must describe all depths and Horizons in and
under the Leased Premises so released. '

26.  No Warranty of Title.

a.  Lessor makes no representation of title or ownership, either express or implied, and further
makes no warranty as to the actual or potential presence of Granted Minerals. Lessee represents it has
performed all necessary due dlhgence regarding the-title or ownership of the Granted Mmerals and agrees to
be bound by the quantum of acreage as set forth in the Legal Description above.

b. Lessee shall notify Lessor of any adverse clalm to the Leased Premises affecting title to all or
a portion of the rights to develop the Granted-Minerals, and' Lessor may, with the approval of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to such disputed portion of
the Leased Premises under terms and conditions that thic Attorney General feels proper to safeguard the rights
and interest of the State of West Virginia.

c. If an adverse claimant files suit against the State of West Virginia or against Lessee claiming
title to all or a pomon of the Granted Minerals, or if the Lessée, after receiving notice of an adverse claim,
institutes litigation. in"a court of* competent _]urlSdlCthI‘l to adjudicate the-validity of the claim, the rents and
royalties accruing to the litigated portion shall be placed in an escrow account until such time as the ownership
of the disputed interest is determmed by a court of competent jurisdiction.

d. If a court of competentjurisdiction det’ér;m'ines that Lessor does not have title to all or part of
the Granted Minerals in the Leased Premises, the rentals, toyalties, and bonus thereafter accruing from any part
as to which this Lease covers less than the full interest in such Granted Minerals, shall théreafter be paid only
in the proportion which the interest therein, if any, covered by this Lease bears to the whole-and undivided
fee simple estate therein. Any sums of money pdid pursuant to this Lease are not reimbursable to Lessee.

27. Indemnity. Unless caused by the negligence of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend, - indemnify, -protect. and- hold harmless Lessor and Lessor’s heirs, SUCCESSOrs,
representatives,” agents and/or assigns. from "and against-any- and- all claims, demands, causes of action,
liability, loss, damage.or expense of any and -every kind. and-nature, including without limitation costs,
expenses, and attorneys’ fees, for injury (mcludmg death), or damage to persons or property (including
environmental damage to the surface, waterways, or subsurface estates of any person, firm, corporation, or
other entity) arising out of, incidental to, or resulting from (i)-the operations or activities of Lessee or Lessee’s
servants, agents, employees, guests, licensees, invitees or independent contractors on or in the Leased Premises;
(ii) the exercise of any right -granted -under this' Lease, and/or; (iii) any obligation imposed under this
Lease. Any successor in interest of any rights of Lessee in this-Lease shatl likewise be’ obligated to defend
and indemnify Lessor and Lessor’s heirs, successors, representatives, agents and assigns in the same manner
as the original Lessee.

28. ‘Limitations on Drilling. From and after the Effective Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to produce the Granted Mmerals from the Leased
Premises if such wellpad would-be located within Five Hundred Fifty feet (500°) of any outside boundary of
the tracts comprising the Leased Premises measured linearly from any point along said tract boundary to the
midpoint of the secondary containment berm of a particular wellpad. Lessor and Lessee agree that the limitation
on pad construction and/or location set forth in this paragraph 28 is intended to reduce any long-term, substantial
interference with the public’s use of the surface of the Leased Premises as it exists on the date of the Lease.
Further, if Lessor determines in its reasonable discretion after conducting a proper investigation that the drilling
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activities of Lessee related to the production of Granted Minerals from the Leased Premises have created a
long-term, substantial interference with the public’s use of the surface of the Leased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures or controls to miitigate such long-term,
substantial impairment caused by Lessee’s said drilling activities.

29. Force Majeure. If Lessee is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or inability to obtain or use equipment or
material or by operations of Force Majeure, or any federal or state law, or any order, rule or regulation, then,
while so prevented, Lessee’s obligation to comply with such this Lease shall be temiporarily suspended, and
Lessee shall not be liable in damages; and this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a result of Force Majeure, federal or state law, or any rule or regulation
for a.period in excess of two (2) consecutive years. As used herein, the term “Force Majeure” shall mean acts
of god such as flood, fire, adverse weather conditions, war, sabotage, rebellion, insurrection; riot, strike or
labor disputes, or by other cause(s) not within Lessee’s control, but shall specifically gx_dnd_e scarcity, cost,
or inability to obtain or use equipment, contracts, personnel, water, or other material(s).

30. Further Assurances. Each of the parties hereto shall, and shall cause its respective affiliates
to, from time to time at the request of the otheér party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents, instruments and
conveyances and take such other actions and do such other things, as may be reasonably necessary in the
opinion of counsel to the requesting party to carry out the provisions.of this Lease. In the event that Lessor is
not.the ‘proper agency or instrumentality of the State of West Virginia-to-enter into this Lease, as stated in
paragraph 1 herein, Lessor shall cause all of the proper agencies -‘or mstrumentalmes of the State ‘of West
Virginia, without any additional consideration, to join in this Lease as Lessor upon the same terms prov1ded
herein:

31. Governing Law. This Lease shall- be governed by the laws of the State of West Virginia and
any dispute arising out of this Lease Shall be finally resolved in a West Vrrglma court of law having jurisdiction
thereof.

32. Notices and Payments. All notices and oayments which"are permitted or required under-this

- Lease shall be in writing and shall be deemed valid and received if delivered personally; by registered or

certified mall return receipt requested or by special carrier (such- as Federal Express or UPS), with srgnature
required; to the Lessor and/or the Lessee to the following addresses unless othermse agreed by the parties in a
signed writing:

a. To Lessor:

- West Virginia DlVlSlOl‘l of Natural Resources
Attn: Office of Land and Streams
324 Fourth Ave )
South Charleston, WV 25303

b. To Lessee:

Jay-Bee Production Company
Attn: Brian Paugh, Vice President of Land




3570 Shields Hill Road -
Cairo, WV 26337-6405

33. Successors in Interest. The terms condltlons covenants, obligations, considerations or
requirements of this Léase ‘shall extend to and be bmdmg upon the parties hereto, their heirs, successors,
executors, administrators, and assngns all of whom shatl be jointly and severally liable.

34. Severablhty Should any one or more. of the provnsnons in this Lease become or be
determined -to be void or invalid by a court having _IUI'lSdlCtlon thereof, in whole or in part, the remainder of
this Lease shall remain in full force and effect.

35.  Counterparts. This Lease may be éxacu'ted'in any number of counterparts, and by different
parties in separate counterparts, all of which shall be identical. Each such counterpart shall be deemed to be an
original instrument, but all such counterparts together shall constitute but one instrument.

IN WITNESS WHEREOF the’ partles hereunto sibscribed thelr signatures on the day and year first above
written.

WEST ‘VIRGINIA- DIVISION OF NATURAL RESOURCES,
ON BEHALF OF ITSELF AND OF THE STATE OF WEST

VIRGINIA
ATTEST: | By RobertA Fala; Director

 West Vlrgmla D1v151on of Natural Resources

JAY-BEE PRODUCTION COMPANY

ATTEST: By: Brian Paugh
: Title: Vlce President of Land
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ACKNOWLEDGEMENT FOR_ ‘WEST VIRGINIA DIVISION OF NATURAL RESOURCES
State of West Virginia,

County of Kanawha,

_Personally appeared before me, the. undersagned Notary Publlc within and for said County and State, ROBERT

A. FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commerce, to the foregoing instrument, as its
Director, and acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commereg, for the uses and purposes herein set forth.

IN WITNESS WHEREOF, I have hereunto set my hand and Notary Seal on thist3Q day of M 2015.

(SEAL)

LYSTIA. LOONEY
State of West Virgihia..-

> My Comnisslen Explres May 8,2020 . [ -
324 ﬂH A\.'ENUE SOUTH CHARLESTON W 25303 ¢

ACKNOWLEDGEMENT FOR JAY—BEE PRODUCTIéN COMPANY

State of West Virginia, |

County of Kanawha,

ThlS instrument was acknowledged before me on /W/fz }/ ‘)‘( A6/5 ", by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Vlrgmla company, on behalf of the
company.

es;
/\/ OVEM&’:JQ é AO/ & Notary Public

My Commission Expir

(SEAL)

Cfficial. Seal [
Notary Public 4
. State of' Wesl Virginia
Grace E. Fisher _ ¢
Cily National Bank {. '
4 11

#10 Hale St., Suite 100
Charleston WV 25301
mrnissi expires Nuvembtr 8, 2018
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' This Instrument prepared by:

Larry W. George, Esq.

Special Assistant Attorney General
West Virginia Department of Commerce
One Bridge Place, Suite 205

10 Hale Street

Charleston, West Virginia



Tract No, T6049A
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
(4 YEAR PAID-UP LEASE)

This Oil and Gas Lease (this “Lease™) is dated and effective as of April 30, 2015, (the “Effective
Date™), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES, a division
of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South Charleston,
West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address is 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter designated as LESSEE.

UNDER AND PURSUANT TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE
STATE OF WEST VIRGINIA, WITNESSETH:

1. Grant of Lease. In consideration of the bonus of Seventy Five Thousand Five Hundred
Sixty Two and 50/100 Dollars ($75,562.50) for 11.625 net mineral acres paid at closing to Lessor, the
royalties to be paid, and the covenants, obligations, stipulations and conditions to be observed and performed
as herein set forth, Lessor does hereby demise, lease and let unto the Lessee the following described tracts of
land for the sole purpose and with the exclusive right of exploring, drilling, completing, operating for, and
producing oil, gas, and other liquid or gaseous hydrocarbons (including, by way of example and not limitation,
any and all natural gas liquids such as butane, ethane, isobutane, natural gasolines, pentanes, propane, and
similar liquids or byproducts) produced in association with the oil or gas in or underlying the Leased
Premises (the “Granted Minerals™), situated in Ellsworth District, Tyler County, West Virginia, and being more
particutarly described as follows:

Tax Map 29, Parcel 10 (Also referenced as Jay-Bee Tract #16049A)

The land referred to in this document is situated on the waters of Jug Run, Ellsworth
District, Tyler County, West Virginia, bounded and described as follows, to wit:

Beginning at a stone on a point, corner to Railing and Givens’ heirs; thence South 18 West
63 poles to a White Oak, corner to Givens heirs; thence North 20 East 68 poles to a stong;
thence North 70 West 22 poles to a Black Oak, corner to Anthony Ash; thence North 17
East 52 poles to a Chestnut tree corner to A. Ash and A. M. Ash; thence South 59 East 48
poles to a stone in A. M. Ash’s line; thence South 153 poles to a stone in Railing’s line
near a rock cliff; thence South 71 West 45 poles to the beginning, containing 35 acres.

Excepting and reserving therefrom a tract of 8 % acres, described as follows:
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E:eginning at a Chestnut corner to an Ash; thence South 59 East 40 4/5 poles to a stone on

ridge; therice South 77 West 12 4/5 poles to a stone-and pointers; thence South 38 West 44

poles to a stone and W. O. Pointers; corner to Riggs; thencé North 70 West 17 poles to a
-B. O. called for; thence North 17 East 59 poles to the place of beginning,

Containing 46.5 acres, more or less (the “Leased Premises™). Lessorrepresents and warrants to Lessee that the
West Virginia Division of Natural Resources is the proper agency or instrumentality of the State of West
Virginia to enter into this Lease for the purpose of leasing the Granted Minerals and Leased Premises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources is vested
with the full legal authority and is duly authorized to execute this Lease on behalf of the Lessor and the State
of West Virginia.

2. Limitations on the Graht-of-L'ease.

. a. Surface Activities Prohibited. This lease does not include; and specifically prohibits and
excludes the right to énter upon or-conduct exploration for, drilling, and-production and marketing activities
of any kind associated. with the Granted Minerals, or any other activities by Lessee, its representatives,
employees, contractors, agents, and affiliates, on the surface of the lands covered herein, if any, including, but
not limited to the construction of any pits and/or pipelines or gathering lines on the Leased Premises.

b. No Storage. Lessee may not use the Leased Premises, or any part thereof for gas, oil,
hydrocarbons, or brine storage purposes..

e Use of Surface or S_ilbsurface Water. Lessee shall not use the surface waters or the
groundwaters located within the Leased Premises.

d. Reserved Rights “of .Lessor. Lessor reserves all rights not granted in this Lease, and
speelﬂca]ly excepts herefrom all. rnmerals other than the Granted Minerals mcludmg, by way of example and
not limitation, geothermal energy, salt bririe, coal and coalbed methane.

3. Facilities Development All development and production activities and facilities shall be
constructed on adjoining and/or other lands but not the Leased Premises and above and, if applicable, outside the
hlgh water mark of the Ohio River, other waterways or islands therein, except to the extent horizontal well laterdls
are located underneath the bed, banks and shores of the same Leased Premises. -

4. Term, This Lease shall ‘remain in force for a term of Four (4) years from the date hereof
(“Primary. Term™), and as long thereafter as Granted Minerals are produced from the Leased Premises or on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not being produced on the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then this Lease shall
continue in force for so long as -Operations are being continuously prosecuted on the Leased Premises or on
acreage pooled therewith (“Operations™). Operations shall be considered to be continuously prosecuted if not
more than one hundred twenty (120) consécutive days shall elapse between the completion or abandonment of
one well and the beginning of operations for the drilling of a subsequent well. If after discovery of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the production thereof should cease from any
cause after the Primary Term, this Leadse shall not terminate if Lessee commences additional drilling or re-
working operations within one hundred twenty (120) days from date of cessation of production or from date of
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completlon of a dry hole. If Granted Minerals shall be discovered and produced as a result of such operations
at or after the expiration of the Primary Term of'this Lease, this Lease shall continue in force so long as Granted
Minerals are produced from the Leased Premises-or on acreage pooled therewith.

5. Unitization.  Lessee may voluntarlly pool, consolidate; or unitize- portions of the Leased
Premises as to hydrocarbon bearing geologic formations in-order to constitute a unit for the purpose of exploring
for and producmg Granted Minérals. Said-unit may not exceed Six Hundred - ‘Forty (640) acres and shall be
cornprised of lands contiguous to the Leased Premises and/or in the vicinity of the Leased Premises, provided:
that the unit may, with the wr1tten consent of Lessor, be larger, but no greater than One Thousand, Two Hundred
and Elghty (1,280) acres, which. consent shall not be unreasonably withheld, if that unit, in comparison to a unit
of Six Hundred Forty (640) acres,.shall provide for the greater development of the Granted Minerals in
comphance with the diligent development and protection from drainage requirements of Paragraph Fourteen of
this Lease. Once formed, the unit(s) may not be reformed, re-pooled, altered, amended, or changed in any manner
without the prior wrrtten consent of Lessor, which ¢onsent shall not be unreasonably withheld, conditioned or
delayed. In the event. the Leased Premises are so pooled consol:dated .or unitized, Lessor agrees to accept such
proportion of the productlon royalty prescribed by this Lease as the acreage contrlbuted by thlS lease bears to the
total acreage comprising any such unlt(s)

6. Pugh Clause - Honzontal and Vertical. Asto any acreage of the Leased-Premises which
is not included within any properly constituted and publlcly recorded . production unit at the: expiration of the
Primary Term, as extended- hereunder this Lease :shali automatrcally terminate, and be of no further force or
effect. Further, and to the exterit’ Lessee has establlshed productlon in paymg quantmes beyond the expiration
of the Primary Term on the Leased Premises, or. lands’ pooled therewnth _the Leasé shall terminate, on a
production unit-by-production unit- basis, as’ to all depths horizons. and zones lying at'least One Hundred feet
(100’)-betow the deepest producmg horizon on the Leased.Premises or any lands pooled therewith determined
by reference to the deepest producing horizon in each respective production unit. Thereafier, this Lease shall
continue in full force and effect’ for all depths, horizons and zones tying above the depth of One Hundred feet
(100°) below the deepest producmg formation of a partlcular produc’uon unit as to all acreage located within
that particular production unit. Upon the drilling.and completion of a well within a production unit containing
at least a por‘uon of the Leased Premises, Lessee shall file a declaration of pooling and unitization within a
reasonable time in the records of the Office of the.Clerk of the County Commlssmn of the county in which the
~ applicable Granted Mmerals are 51tuated

7. Royalty.

a.. Dehvery and. Payment Lessee-shall deliver or cause to be delivered to the Lessor, or its
successors, nominees, agents, or assigns, at no cost- to Lessor a royalty equal to Twenty Percent (20%) or
One- Fifth of Eight Eighths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, or any Afﬁllate of Lessee,
from thé sale of the Granted Minerals, produced and sold from the Leased Premises.

N Gross Proceeds. Gross Proceeds means the total monies and other consnderatlon accruing
to Lessee for the disposition of the: Granted Mmerals and/or any other marketable by-products mcludlng
condensate, produced from the Leased Premises. Gross Proceeds shall be- calculated based on the total gross
volume " of Granted Minerals produced and - sold, ‘exclusive of productlon and post-productuon costs and
severanceé taxes or other taxes of any nature.

ii. Affiliate of Lessee: Affiliate of Lessee.means any person, corporation firm, or other entity
in which Lessee, or any parent company, subsidiary or affiliate of Lessee, 6wns ari- interest of Five Percent
(5%) or more, whether by stock ownershrp or otherwise, or over which Lessee, or any parent company or
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affi 11ate of Lessee exercises’ any degree of control, directly or indiréctly, by ownership, 1nter]ock1ng
directorate, or in any other manner; and any corporation, firm or other entity which owns any interest in
Lessee, whether by stock ownership or otherwise, or which exercises any degree of control, directly or
indirectly, over Lessee, by stock ownership, 1nterlockmg directorate, or in any other manner.

b. . Due Dates of Royalty. Lessee shall pay Lessor all royalt1es that may become due under
this Lease within one hundred twenty (120).days after the first day of the month following the month
during” which - any well commences production .into a pipeline for sale of such production. Thereafter, all
royalties shall be paid to Lessor on-or before the last day of the third month following the month of production
or within Ninety (90) days aftér the first - day of the month following, whichever is longer. -

c. Automatic Termmatlon for Non-Payment of Royalty. If royalty is. not pard within the
time prescrlbed in the preceding sub section entitled ‘Due Dates of Royaity, Lessor will provide Lessee written
notice of nonpayment of royalty in accordance with- paragraph 32 of this Lease If Lessee fails to pay Lessor
royalty actuatly due and owing t0 Lessor within- ‘Thirty (30) days from Lessee’s receipt-of such notice, this
Lease will automatrcally terminate. Inaccurate royalty payments shall not be governed by the-provisions of this
paragraph 7 (a)(c), but shall be resolved in good faith between Lessor and Lessee in a timely manner.

d. Production & Post-Production Costs. Neither Lessee, nor any Affiliate of Lessee, may
reduce Lessor s royalty for any . post-productlon expense, including, by way of example ‘and hot hm:tatlon
pipelines, surface facilities, telemetry, gathering,” dehydration,” transportation, fractionation, compression,
manufactiiring, processing, treating, .or marketing of thie Granted Minerals or any severance. or other taxes of
any nature paid on the production thereof. Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all production and/or post—productlon costs.

‘8. Method of Payment. All rents royalties, bonuses or other payments accruing and/or
owing from Lessee to Lessor under th1s Lease shall be made or tendered in the following manner:

-a. By certified or cashier check delivered in aceordanceAWith paragraph 32 of th'rs Lease, or

b. By direct deposrt or wire transfer to the credit of . Lessor as' provided in writing by Lessor
to Lessee in writing by a separate: 1nstrument delrvered contemporaneously with this Lease.

9. Information, Metermg, Lessor’s -Right to Audit. Upon request, Lessee shall furnish to
Lessor copies of title opinions covering the Leased Premises; copies of filings made by Lessee with the
Department of Environmental Protection related to the Leased Premises;-copies of daily’ driiling reports,
gauge tickets, sales receipts, division orders, or- amounts of gross productron copies of gas contracts or any
other agreements pursuant to which Lessee will sell, use, transfer, process, or dispose of the Grarted Minerals
produced from the Leased Premlses and/or any. other information relafed to the production and sales of the
Granted Minerals. Lessee shall meter gas derrvmg from the Leased Premises at the wellhead in accordance with
West Virginia law. Lessor shall, on an annual basis, have the right to audit the books, accounts, contracts,

rrecords, and data of Lessee pertaining to the development and sale of the Granted Minerals.

10. Quarterly Royalty Statement "Annual Report. Lessee shall furnish "an annual report,
including production volumes and sales prices, to the Lessor not less: thaii annually on the anniversary date of
this Lease, unless otherwise requested by Lessor. The Lessee shall include the following information no less
frequently than once per calendar quarter, either on the check stub of a royalty payment or on dn attachment to
or enclosure with a royalty payment:
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‘ a . The: lease, property, or well names and the well identification numbers on which royalties are
being paid; ' '
_b. The month and year durmg which ‘the sales occurred for which payment is bemg made;
c. The total production from the well or. wells expressed as thie number of barrels of oil or the total

amount of gas in million cubic feet (MCF) and’ the volume of any other’ Granted Minerals; condensate, or other
constituents therein which were sold =

d: The price per barrel of oil and ‘per MCF of gas sold; and

€. The name, address and telephone number of a contagt person where the Lessor may obtain
mfonnanon .about royalty payments made by the Lessee hereunder

11. Shut-In Royalty If a well has been eompleted capable of production in paying quantities,
and has been temporarily shut-in for lack of a market, Lessee shall-pay Lessor annually, on or before Ninety
(90) days of such shut-in event, the sum of One Hundred ($100.00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars ($250.00) per acre for the year thereafter on the ensuing anniversary. In no event
may Lessee maintain this Lease by payment of shut-in royalty beyond a-continuous two—year. period, and this
Lease shall terminate automatically on the first day. foflowing the second- anmversary date of initial shut-in.
Additionally, in no event may Lessee maintdin this Lease by payment, of shut-in royalty beyond a cumulative
three-year period during which -all production of Granted Minerals was shiit-in, and this Lease shall terminate
automatically on the first day following the date that all produétion of Granted Minerals has been shut-in for a
cumulative period of Three (3) years ‘

12. Notice of Intent to Drill and Complete. Lessee shall supply Lessor prior written notice of
Lessee’s intention to drill at least fourteen (14) calendar days prior to:the spudding in.of a well associated
with producing the Granted Mmerals Lessee shal] also supply Lessor with a copy of Lessor’s completlon
report of such well-or wells wrthm thirty catendar (30) days of completron

13. Diligence, Duty to Drill Offset Wells Lessee shall conduct its drilling operations hereunder
utilizing best industry practices in-existence at the time of such drlllmg, and shall otherwise conduct its
operations in a good and workmanlike manner as a reasonab]y prudent operator would under the same or
similar circumstances until all drilling and producinig operations are completed, or until such time as the final
well is plugged and abandoned. Additionally, if Granted Minerals are discovered on or in the Leased
Premisés, Lessee shall further develop and produce the Leased Premises as a reasonable and prudent
operator would, and exercise’ all due diligence in drilling, additional well(s) as may be necessary to fully
develop the Leased Premiscs. Lessee shall: protect the Granted Minerals.in and under the Leased Premises
from drainage by wells on adjoining or nearby tracts or leases, including those held by Lessee or any Affiliate
of Lessee. Neither the rentals, royaities, nor any’ other consrderatron set forth under this Lease shall relieve
Lessee of its obhgatton to reasonably develop and produce the Leased Premises and to reasonably protect the
Granted Minerals in and under the Leased Premises from drainage or other damage.

14." Waste Prohibited, Damage. Lessee shall not commit, or cause to be commltted waste,
damage, or pollution to the Leased -Premises. Lessee shall take all reasonable steps to prevent its operations
from causing or contributing to soil erosion, or to the injury of terraces, grades, embankments, other soil, or
structures on the Leased Premises. Lessee shall not pollute the surfate or subterranean waters of the Leased
Premises, any reservoirs, springs, streams, 1rr|gat|on ditches, stock ponds or other wells on the Leased
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Premises. Lessee shall not decrease the Aertility of the soil, damaging any crops, grasses tlmber or pastures
on the Leased. Premises, and shall not: harm or injure any animals, fish, or livestock on or in the Leased

Premlses or damage any buildings, roads structures, or other improvements on the Leased Premises. Lessee:

shall -preserve the Leased Premises, -and upon the termination of this Lease, promptly surrender and return
the Leased Premises to the Lessor in-the same condition, or substantially similar condition, as the. Leased
Premlses were in prior to' Lessee taklng possession of the Ledsed Premises. Lessee shall compensate Lessor,

its successors or a551gns for damages caused by Lessee to any being or thing which is the subject of this
prov151on

15. Well Pluggmg Beforé- abandomng -any well associated with this Lease, Lessee shall securely
plug and abandon such weil or ‘Wells in” accordance with the rules .and regu]attons ‘of the West Virginia
Departmént ‘of Environmental Protectlon and the laws of the State of West Vlrgmla and any other governmental
agency having jurisdiction. :

16. Record Management The Lessee shall keep an accurate account of all drilling operations,
lncludmg but not limited to the following: a log of each well drilled, duly sworn to by the contractor or driller;
original gas sales contracts with amendments; gas balancmg agreements and’ schedules; information concernirig
litigation, sett]ement agreements ‘or other- agreements relatmg to sales and pricing of the Granted Minerals.

17. Ratification. No mstrument executed by’ Lessor shall be effective to constitute a ratifi catlon'
renewal,- extension or amendment of thlS Lease unless such instrument is clearly titled to indicate its purpose
and intent.

. 18. Comphance with Apphcable Law. This Lease shail be- subject to the Constitution and laws
of the State ~of West Virginia and ‘the’ rules and regulations of - ‘the West Virginia Division of Natural
Resources and the West Virginia Department of. Enwronmental Protection_now or hereafter in force, all of
which- are made a part-and condition of this Lease; provrded that no regulation made after the execution of
this Lease affecting either the lengthr of the term hereof, the rate of royalty, or -payment hereunder, or the
assignment hereof, shall operate to alter. the terms and conditions of this Lease. Lesse¢ agrees to comply-in
all material respects with the laws, rules and regulatlons of the State of Wést Virginia'and the United States of
America. :

19. Insurance A company hcensed by the West Virginia Insurance Commission to do business
in the. state of West Virginia shall. underwrite all’ policies required by this Lease. Lessee, and/or any person
or ent1ty acting on Lessee’s behalf under this Lease,- shall maintain with one or more such licensed insurance
carriers at all times. durmg which-this Lease remains in" force and-effect” sufficient workers compensation
and employer’s liability insurance, conimercial general llablhty and umbrella tiability insurance, business
auto .and umbrella liability insurarice, :and- environmental:liability insurance. in the amount of at least
Twenty-Five Million Dollars ($25, 000 000.00), combmed single" limit, tdentlfymg Lessor as an additional
insured (except for workers compensation and employer’s Ilablllty), and shall be primary coverage for Lessor.
Said policy or policies,-declaration pages and certifi cates of insurance thereof shall be delivered to Lessor
uponr commencement of the Lease, aiid upon each renewal of said- msurance policy. The insurance policies
required under this paragraph 19 shall name Lessor as an additional msured except for workers compensation
and. employer’s liability with regard to the'Leased Premises, ‘and shall reﬂect that the insurer has waived any
right of subrogation agamst the Lessor. - .

20. Bonding. Within Thlrty (30) days from the Effectwe Date of this Lease, Lessee shall post a
surety bond in favor of the Lessor inan amount of-Two Hundred Thousand Dollars ($200 000 00) to sécure
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payment of allfsums due and performance of all obligations arising under this Lease.

21. Assignment. The nghts and estate of Lessce (or.any permitted assignee or transferee of
Lessee)} hereunder may not be assigned or otherwise transferred, in whole or in part, witliout the prior
written consent of Lessor, which consent shall not be unreasonably withheld. In the event Lessee proposes
to assign or transfer this Lease, the Lessee shall give Lessor written notice of its intent to assign or transfer its
interest in the Lease, which notice shall speclfy the type of a531gnment or transfer contemplated, the identity
and contact information of the proposed assignee or transferee, and the timeframe of the proposed assignment
or transfer (“Transfer Notice”). Upon delivery of a Transfer Notice to the Lessor, Lessor shall have Fifteen
(15) days to either: (a) consent to the proposed assignment or transfer by delivering written its consent to Lessee;
or (b) in its reasonable discretion, withhold its censent to the proposed assignment or transfer by delivering
written notice to Lessee that it is withholding its consent and specifying the reasons therefor. In the event that
Lessor fails to-respond to a Transfer Notice within the fifteen:day period specified in the immediately preceding
sentence, Lessor shall be deemed for all purposes under the law to have approved the assignment or transfer
outlined in the Transfer Notice, and to have consented to such assrgnment or transfer in the same manner as if
it would have delivered its written consent to Lessee.

22. Default. The occurrence of any of the fo]lowing shall be deemed a default of this Lease:

a. Failure of Lessee to tlmely pay Lessor any amounts required under this Lease in
accordance . with paragraph 7.

b. If any creditor of Lessee |ts agents, and/or assigns,- takes any action to execute on, garnlsh

or attach the Lessee’s assets tocated on or accessing the Leased Premises. This provision shall not impair
Lessee’s ability to mortgage its mterests |n the Granted Minerals or the Leased Premises.

c. Failure of Lessee to obtam any requisite “pruor written consent” as set forth within this Lease.

d.  Failure of Lessee t6 maintain insurance in the type and_am_ount as set forth within this Lease.
e. Shut-in of Lease eXceecii"ng rheperiods set forth irrparagraph 11 of this Lease.
23, Notice of Default or Breach. If Lessor consideré tiiat' Lessee has failed to comply with its

obligations under this Lease, whether express and implied, Lessor shall notify Lessee in writing, setting
out in what respects Lessee has breached this Lease. Lessee shall then have Thirty (30) days after receipt
of said notice to cure all alleged breaches asserted by Lessor or, if it is not practlcal to cure such alleged
breaches within thirty (30) days, then Lessee shall have Thirty (30) days to commence curing the alleged breach
and diligently and continuously pursue to completion such cure. If Lessee, having received such written notice
of breach of Lease, shall thereafter fail or refuse to satisfy in the t:meframes set forth in the immediately
preceding sentence, or respond in a meaningful fashion to Lessor’s notice, this Lease shall automaticaily cease
and terminate. Upon such termination, Lessee agrees to (a) immediately and unconditionally surrender
possession of the Leased Premises, or of the portion of the Leased Premises included in such notice of breach,
and (b) plug and abandon any producing or non- producing well(s). '

24, Remedies for Default or Breach. The Lessor shall be entitled to recover from the Lessee
any and alt royalties, charges, or claims of every kind and nature due and owing and/or arising out of this
l.ease, upon failure to comply with. the' provisions of this Lease* and to take immediate possession of the
Leased Premises. If Lessor institutes proceedings to clear title or take possession of the Leased Premises,
Lessor shall be entitled to recover from Lessee its attorney fees and- costs, investigation costs, any expert fees,
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and any-other costs or expenses related to such proceedings. -

25, Surrender of Lease The Lessee may surrender this Lease or any part of this Lease if, and
only if, Lessee is not then in default of any obligations under this Lease and upon payment of all liabilities
then’ accrued and due. Such surrender . must -be- evidenced by written notice delivered To Lessor Thirty
(30) -days prior to ‘the effective date of surrender. Lesseé: shall deliver to Lessor a release or releases in
recordable form approved by Lessor, and Lessee shall release the apphcable portion of this Lease upon
explratlon Lessee may not release any portlon of this Lease inctuded in a pool or unit as long as Operatrons
are being conducted on such pool or unit. Any partial release must describe all depths and horizons in and
under the Leased Premises so released.

26.  No Warranty of Title. -

a. Lessor makes no representation of title or ownership, either express or implied, and further
makes no warranty as to the actual or potential presence’ of Granted -Minerals. Lessee represents it has
performed all necessary due dlhgence regardmg the title or ownership of . the Granted Minerals, and agrees to
be bound by the quantum of acreage as set forth in the Legal Descrlptlon above

b. Lessee shall notify Lessor of any adverse claim to the Leas’ed Premises affecting title to all or
a portion of the rights to develop the Granted Minerals, and Lessor may, with the approval of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to such-disputed portion of
the Leased Premises under terms and conditions that the Attorney General feels proper to safeguard the rights
and 1nterest of the State of West Vlrglma

c. If an adverse claimant files suit agamst the State of West Virginia or against Lessee claiming
title to all or a portion of the Granted Minerals, or if the-Lessee, after réceiving notice of an adverse claim,
institutes lltlganon in a court of competent jurisdiction to adjudrcate the validity of the claim, the rents and
royaltles accruing to the litigated portion shall be placed in an escrow account until such time as the ownership
of the disputed interest is determined by a court of competent jurisdiction.

d. Ifa court of competent jUFlSdlCthn determines that Lessor does not have t1tle to all or part of
the Granted Minerals in the Leased Premises, the rentals, royalties; and bonus thereafter accruing from any part
as to which this Lease covers less than the full interest in such Granted Minerals, shall thereafter be paid only
in. the proportion which the interest thérein, if any, covered by this Lease bears to the whole and undivided
fee simple estate therein. Any sums of money paid pursuant to this Lease are not reimbursable to Lessee.

27.  Indemnity. Unless caused by the negligence of Lessor, or-any.agent, servant, or employee of
Lessor, Lessee shall defend, 1ndemmfy, protect and hold harmless Lessor and Lessor’s herrs SUCCESSOTs,
representatives, agents and/or assigns ffom and against any and all clalms demands, causes of action,
liability, loss, damage or expense of any and every kind and nature; ‘including w1thout limitation costs,
expenses, and attorneys’ fees, for:injury (including death), or. damage to persons or property (including
environmental damage_to the surface; watérways, or subsurface estates’ of .any person, firm, corporation, or
other entity) arising -out of, incidental to, or resulting from (1) the operatlons or activities of Lessee or Lessee’s
servants, agents employees, guests, licensees, invitees or independent contractors on or in the'Leased Premises;
(ii) the exercise of any right granted:-under this Lease, and/or; (iii) any obligation rmposed under this
Lease. Any successor in interest of any rights of Lessee in- this Lease shall likewise be obllgated to defend
and indemnify Lessor and Lessor’s heirs, successors, representatives, agents and assigns in the same manner
as the original Lessee. -




28. lertatlons on Drlllmg From and after the Effectwe Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to prodice the Granted Minerals from the 1.cased
Premiises if such wellpad would be. located within Five Hundred Fifty feet-(500°) of any outside boundary of
the tracts comprising the Leased Premises measured linearly from any point along said tract boundary to the
midpoint of the secondary containment'berm of a particular wellpad. Léssor and Lessee-agree that the limitation
on pad construction and/er location set forth in this paragraph 28 is intended to reduce any long-term, substantiat
interference with the public’s use of the surface of the Leased Premises as it exists on the date of the Lease.
Further, if Lessor determines in its reasonable discretion after conductmg a proper investigation that the dritling
actl_wt:es of Lessee related to the production ‘of Granted Minerals from the Leased Premises have created a
leng-'ter_m, substantial interference with the public’s use of the surface.of the Leased Premises as aforesaid, then
Lessor .shall have the right to seek from Lessée additional measures or controls to mitigate such long-term,
substantial impairment caused by Lessee’s said drilling activities.

29, Force Majeure. -If Lessee is prevented from complying with its obligations under- this Lease,
express or implied (eXcept payment of money), due to scarcity of or: mablhty to obtain or use equipment or
material or by operations of Force Majeure, or any: federal or state law, or:any order, rule or regulation, then,
while so- prevented Lessee’s obligation to comply with such this Lease shall be temporarily suspended and
Lessée shall not be liable in damages; and this Lease shall be- extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased -Premises; provided, in no évent shall
Lessee’s perfonnanee be suspended as a result of Force MaJeure federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years, As used herein, the term “Force Majeure” shall mean acts
of god such as-flood, fire, adverse weather conditions, war, sabotage; rebeltion, insurrection, riot, strike or
labordisputes; or by other cause(s) niof within Lessee’s control, but shall specxﬁcally exclude searcnty, cost,
or mabrl:ty to obtain or use equ1pment contracts personnel water or other material(s).

30. Further Assurances Edch of the _parties hereto sha!l and shall cause. its respective affiliates
to, from time to time at the request of the other party,-without any additional consideration, furnish the other
party such further information or assurances, execute and deliver. such addmonal documents, instruments and
conveyances, and take such other actions and do such other thmgs as may be reasonably necessary in the
opinion of counsel to the requesting party to carry ouit the provisions of this Léase. In the event that Lessor is
not the proper agency or lnstrumentalrty of the State of West Virginia to enter into this Lease, as stated in
paragraph 1 herein; Lessor shall cause all of the proper agencies or mstrumentalrtres of the State of West
Virginja, without any additional consrderation to Jom in thls Lease, as Lessor, upon the same terms prov:ded
herein. -

31.  Governing Law. This Lease shall bé 'governed by thic laws. of the State of West Virginia and
any dispute arising out of this Lease shall be finally resolved in a "West Virginia court of law having jurisdiction
thereof.

32. Notices and Payments All notices and payments which are perrnltted or required under this
Lease shall be in writing and shall-be deemed valid and received:if delivered personally; by registered or
certified mail, return receipt requested or by special carrier (such as Federal Express of UPS); with signature
required, to the Lessor and/or the Lessee to the followmg addresses, unless otherwise agreed by the parties in a
51gned writing: . : :

a. "To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams
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) 324 Fourth Ave
South Charleston, WV 25303

b. To Lessee:

Jay-Bee Productlon Company

Attn: Brian Paugh, Vice President of Land
3570 Shields Hilt Road

Cairo, WV 26337-6405

33. Successors in _Inte_rést'. The terms, conditions, covena_nt_sg obligations, considerations or
requirements of this Lease shall extend to and be binding upon the:parties hereto, their heirs, successors,
executors, administrators, and assigns, all of whom shall be jointly and severaily liable.

34.  Severability. Should any one or more of the provisions in this Lease become or be
determined to be void or invalid by a court having jurisdiction thereof in-whole or in part, the remainder of
this Lease shall remain in full force and effect.

35. Counterparts. This Lease may be executed in any nurnber of counterparts, and by different
parties in separate counterparts, all of which shall be identical. Each such counterpart shall be deemed to be an
original instrument, but al! such counterparts- together shal] constitute but one instrument.

IN. WITNESS WHEREOF, the partles hereunto subscrlbed their s;gnatures on the day and year first above
written.

WEST VIRGINIA DIVISION -OF NATURAL RESOURCES,
-ON BEHALF OF ITSELF AND OF THE STATE OF WEST
_VIRGINIA

kGl

ATTEST: . ) | By: Robert A. Fala, Director
West Virginia Division of Natural Resources

JAY-BEE PROi)UCTION COMPANY

B gl

ATTEST: : _By: Brian Paugh
Title: Vice President of Land

10




ACKNOWLEDGEMENT FOR WEST VIRGINIA })_IVI_QON OF NATURAL RESOURCES
State of West Virginia,
County of Kanawha,

Personally appeared before me, the under51gned Notary Public, within and for sald County and State, ROBERT
A. FALA, to me known to be the persori who subscribed thé name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commercge, to the foregoing. instrument, as its
Director; and. acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commerce for the uses and purposes herein set forth

IN WITNESS WHEREOF, I havé herento set my hand and Notary Seal on this J0 day OM 2015.

e

My Commission EkpifesE W&(ﬁ 4 20,2 o

Nétary Public

(SEAL)

LYSTI A’ LOQ\IEY
State of West Virginia

CommissionExp!res 8,2020 -
Nwswmcmmh;rwoumzzgm '

ACKNOWLEDGEMENT FOR JKY_-ﬁEE PRODUCTION COMPANY

State of West Virginia,

County of Kanawha,

This instrument was acknowledged before me on /7745/ é 20/8” , by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Vlrgmla company, on behalf of the
company. .

My Commission Expires: /\/oyméer;-:é,' ey A : Sl '
' ’ - ‘Notary Public

Off' cuaISeal s
Notary Public
State of West Virginia.

-
Grace £ Fisher ¢
City Natipnal Bank {

(SEAL) § it

#10 Hale St., Suite 100
" Charleston; WV-25301 < {
i Mycemmissuon cxplras Novemhor 6 2018

R R R
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This Instrument prepared by:
Larry W. George, Esq.
Special Assistant Atterney General

‘West Virginia Department of Commerce

One Bridge Place, Suite 205
10 Hale Street
Charleston, West Virginia




Tract No. T6049B
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
(4 YEAR PAID-UP LEASE)

This Oil and Gas Lease (this “Lease™) is dated and effective as of April 30, 2015, (the “Effective
Date™), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES,a division
of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South Charleston,
West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address is 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter designated as LESSEE.

UNDER AND PURSUANT TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE
STATE OF WEST VIRGINIA, WITNESSETH:

1. Grant of Lease. In consideration of the bonus of Two Hundred Fourteen Thousand Three
Hundred Two and 75/100 Dollars ($214,302.75) for 14.75 net mineral acres paid at closing to Lessor, the
royalties to be paid, and the covenants, obligations, stipulations and conditions to be observed and performed
as herein set forth, Lessor does hereby demise, lease and let unto the Lessee the following described tracts of
land for the sole purpose and with the exclusive right of exploring, drilling, completing, operating for, and
producing oil, gas, and other liquid or gaseous hydrocarbons (including, by way of example and not limitation,
any and all natural gas liquids such as butane, ethane, isobutane, natural gasolines, pentanes, propane, and
similar liquids or byproducts) produced in association with the oil or gas in or underlying the Leased
Premises (the “Granted Minerals™), situated in Ellsworth District, Tyler County, West Virginia, and being more
particularly described as follows:

Tax Map 29, Parcel 9 (Also referenced as Jay-Bee Tract #T6049B)

The land referred to in this document is situated on the waters of Jug Run, Ellsworth
District, Tyler County, West Virginia, bounded and described as follows, to wit:

Beginning at a stone, corner to Elizabeth Ripley, thence South 71 West 105 poles to a stone
near a rock cliff in old line; thence North 153 poles to a stone on ridge in A. M. Ash’s ling;
thence South 59 East 90 poles to a Hickory, corner to A. M. Ash; thence South 12 V2 East
75 poles to the beginning, containing 59 acres.

Containing 59 acres, more or less (the “Leased Premises”). Lessor represents and warrants to Lessee that the
West Virginia Division of Natural Resources is the proper agency or instrumentality of the State of West
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Virginia to enter into this Lease for the purpose of leasing the Granted Minerals and Leased Premises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources is vested
with the full legal authority and is duly authorized to execute this Lease on behalf of the Lessor and the State
of West Virginia.

2. Limitations on the Grant of Lease.

a. Surface Activities Prohibited. This lease does not include, and specifically prohibits and
excfudes the right to enter upon or conduct exploration for, drilling, and production and marketing activities
of any kind associated with the Granted Minerals, or any other activities by Lessee, its representatives,
employees, contractors, agents, and affiliates, on the surface of the lands covered herein, if any, including, but
not limited to the construction of any pits and/or pipelines or gathering lines on the Leased Premises.

b. No Storage. Lessce may not use the Leased Premises, or any part thereof, for gas, oil,
hydrocarbons, or brine storage purposes.

C. Use of Surface or Subsurface Water. Lessee shall not use the surface waters or the
groundwaters located within the Leased Premises.

d. Reserved Rights of Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all minerals other than the Granted Minerals including, by way of exampie and
not limitation, geothermal energy, salt, brine, coal and coalbed methane.

3. Facilities Development. All development and production activities and facilities shall be
constructed on adjoining and/or other lands, but not the Leased Premises and above and, if applicable, outside the
high water mark of the Ohio River, other waterways or islands therein, except to the extent horizontal well laterals
are located underneath the bed, banks and shores of the same Leased Premises.

4. Term. This Lease shall remain in force for a term of Four (4) years from the date hereof
(“Primary Term™), and as long thereafter as Granted Minerals are produced from the Leased Premises or on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Granted Minerals are not being produced on the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then this Lease shall
continue in force for so long as operations are being continuously prosecuted on the Leased Premises or on
acreage pooled therewith (“Operations™). Operations shall be considered to be continuously prosecuted if not
more than one hundred twenty (120) consecutive days shall elapse between the completion or abandonment of
one well and the beginning of operations for the drilling of a subsequent well. If after discovery of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the production thereof should cease from any
cause after the Primary Term, this Lease shall not terminate if Lessee commences additional drilling or re-
working operations within one hundred twenty (120) days from date of cessation of production or from date of
completion of a dry hole. If Granted Minerals shall be discovered and produced as a result of such operations
at or after the expiration of the Primary Term of this Lease, this Lease shall continue in force so long as Granted
Minerals are produced from the Leased Premises or on acreage pooled therewith,

5. Unitization.  Lessee may voluntarily pool, consolidate, or unitize portions of the Leased
Premises as to hydrocarbon bearing geologic formations in order to constitute a unit for the purpose of exploring
for and producing Granted Minerals. Said unit may not exceed Six Hundred Forty (640) acres and shall be
comprised of lands contiguous to the Leased Premises and/or in the vicinity of the Leased Premises, provided:
that the unit may, with the written consent of Lessor, be larger, but no greater than One Thousand, Two Hundred
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and Elghty (1 280) acres, which consent shal! not be unreasoriably wrthheld if that unit, in companson to a unit
of Six -Hundred Forty (640) acres, shall’ _provide for_the_greater development of the Granted Minerals in
compliance with the diligent development ; and protection from dramage requirements of Paragraph Fourteen of
this'Lease. Once formed, the unit(s) may i not be reformed, re- pooled, altered, amended, or changed in any manner
without the prior written consent of Lessor whlch consent shall not be unreasonably withheld, conditioned or
de]ayed In the event the Leased Premises.are so pooled, consohdated or-unitized, Lessor agrees to accept such
proportion of the productlon royalty prescrlbed by this Lease as.the acreage ‘contributed by this lease bears to the
totai-acreage comprising any such unit(s). - )

. 6. Pugh Clause — Horizontal and Vertical. As to any acreage of the Leased Premises which
is not included within any properly constltuted and publlely recorded product:on unit at the expiration of the
Primary Term, as-extended hereunder, this Lease .shall automatlcally termmate* and be of no further force or
effect. Further, and to the extent Lessee has establislied productlon in paying, quantities beyond the expiration
of the Primary Term on the Leased Premises, or lands. pooled therewrth the Lease shall terminate, on a
production unit-by-production unit basis, as to all depths; horizons and zones lying at least One Hundred feet
(100 ) betow the deepest producing horiZzon on the Leased Premises or any lands pooted therewith determined
by reference to the deepest producmg ‘horizon in each respective production unit. Thereafter, this Lease shall
continue in full force and effect for all depths, horizons and zones lying above the depth of One Hundred feet
(100°y below the deepest producing formation of a particular production unit as to all acreage located within
that particular production unit. Upon ‘the-drilling and completion of a well'within a production unit containing
at least a portion of the Leased Premises, Lessee shall file a declaration of pooling and unitization within a
reasonable time in the records of the Office of the Clerk of the County Cominjission of the county in which the
apphcable Granted Minerals are 51tuated - -

7. Royalty-.

a.. Dellvery and Payment Lessee shall deliver or cause to be delivered to the Lessor, or its
SUCCessors, nominees, agents, or assigns, at no cost to Lessor, a royalty equal to Twenty Percent (20%) or
One- Fifth of Eight Eighths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, or any Affiliate of Lessee,
from the sale of the Granted Minerals; produced and sold from the Leased Premises.

i. Gross Proceeds Gross Proceeds means the total momes and other consideration aecrumg
to. Lessee for the disposition of the Granted Minerals and/or any other marketable by-products, including
condensate, produced from the Leased Premlses Gross Proceeds shall be calculated based -on the total gross
volume of Granted Minerals produced and sold, exclusive. of production and post-production costs and
severance taxes or other taxes of any nature.

il Affiliate of Lessee. Affiliate of Lessee means any person corporation, firm, or other entity
in which Lessee, or any parent company, subsidiary or affiliate of Lessee, owns an interest of Five Percent
(5%) or more, whether by stock ownership or otherwise, or over which Lessee, or any “parent company or
affiliate " of Lessee exercises any degree of control, directly or md:reetly, by ownership, mter]ockmg
d1rectorate or in any other manner; and-any corporation, firm or other entity which owns- any interest in
Lessee, .whether by stock ownership- or -otherwise, or which exercises .any degree of control, directly or
indirectly, over Lessee, by stock ownershlp, mterlockmg directorate, or in’ any ‘other manner.

b. Due Dates of Royalty. Lessee shall pay Lessor all royaltles that may become due under
this Lease w1th1n oné hundred twenty-(120) days after the first day of.the’ month following the month
durlng which any well commences productlon into a plpelme for- sale of such production. Thereafter, all
royalties shall be paid to Lessor on or. before the last day of the thlrd month followmg the month of production
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or within Ninety (90) days after the first day of the month following, whichever is longer.

c. Automatic Termination for Non-Payment of Royalty If royalty is not paid within the
time prescribed in-the preceding sub-section entitled Due. Dates of Royalty, Lessor will provide Lessee written
notice of nonpayment of royalty i in accordance with paragraph 32 of this Lease. If Lessee fails to pay Lessor
royalty actually due and owing to "Lessot within Thirty (30) days-from Lessee’s receipt of such notice, this
Lease will automatically terminate. Inaccurate royalty payments shall not be governed.by the provisions of this
paragraph 7 (a)(c}, but shall be resolved in-good faith between Lessor and Lessee ina trmely manner.

d. Productlon & Post—Productmn Costs. Neither Lessee ~nor. any Affiliate of Lessee, may
reduce Lessor’s royalty for any post-production €Xpense, meludmg, by way.of example and not limitation,
plpelmes surface facilities, telemetry, gathering, dehydration, transportatlon fractionation, compression,
manufacturmg, processing, treating, or. marketing-of the Granted Minerals or any severance or other taxes of
any. nature paid on the production thereof- Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all production and/or post-production costs

8. Method of Payment. All -rents, _royalties, bonuses, or other payments. accruing and/or
owing from Lessee to Lessor under this Lease shall be'made or tendered in the following manner:

a. - By certified or cashier cneek delivered in aceordanee with paragraph 32 of this Lease, or

b By direct deposrt or wire transfer to the credlt of Lessor as provided in writing by Lessor
to Lessee in writing by a separate instrument delivered contemporaneously with this Lease.

. 9. Information, Metermg, Lessor’s nght to Audrt Upon request Lessee shall furmnish to
Lessor copies of title opinions covering the Leased Premises; copies of filings made by Lessee with the
Department of Environmental Protection related to the Leased Premises; copies of daily drilling reports,
gauge tickets, sales receipts, division orders, or amounts of gross product:on copies of gas contracts or any
othér agreements pursuant.to which Lessce w1l| sell, use, transfer, process, or dlspose of the Granted Minerals
produced from the Leased Premises;. and/or any other information relatéd. to"the production and salés of the
Granted Minerals. Lessee shall meter gas derlvmg from the Leased Premises at the wellhead in accordance with
West Virginia law. Lessor shall, on:an-annual basis, have the right to audit the books, accounts, contracts,
records, and data of Lessee pertammg to the development and sale of the Granted Minerals.

10. Quarterly Royalty Statement Annual Report. Lessee shall furnish an annual report,
1ncludmg production velumes and sales prices, to the Lessor not less:than annually on the anniversary date of
this Lease, unless otherwise requested by Lessor, The Lessee shall include the following information no less
frequently than once per calendar quarter, either on the check stub of a royalty payment or on an attachment to
or enclosure with a royalty payment:

: a. The lease, property, or.well names and the well identification numbers-on which royalties are
being paid; ' - :
b. The-month and year during which the sales occurred for which payment is being made; -
c. ©  Thetotal production from the well or wells expressed as the nurnber of barrels of oil or the total

amount of gas in million cubic feet (MCF) and the volume of any other Granted Minerals, condensate, or other
constituents therein which were sold:- :
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d. The price per barrel of oil and per MCF of gas sold; and

€. The name, address and telephone number of a contadt person where the Lessor may obtain
information about royalty payments made by thé Lessee hereunder

11. . Shut-In Royalty. lf a well has been completed capable of productlon in paying’quantities,
and has been temporanly shut-in for lack of a:market, Lessee shall pay Lessor, annually, on or before Ninety
(90) days of such shut-in'cvent, the sum of One. Hundred ($100:00): ‘Dollars _per acre for the first- year, and
Two Hundred Fifty Dollars ($250.00) per acre for.the year thereafter on the eénsuing anniversary. In no event
may Lessee maintain this Lease by payment of shut-in royalty beyond a continuous two—year period, and this
Lease shall terminate automatically on" the. f rst-day followmg the second anmversary date of initial shut-in.
Addltlonally, inno évent may’ Lessee malntam this Lease by payment of shut-in royalty beyond a cumulative
three-year period. durmg which all productron of Granted Minerals was shut-in, and this Lease shall terminate
automatically on the first day following the date that all production of Granted Minerals has been shut-in for a
cumulative period of Three (3) years. ‘ ’ :

- 12. ~ "Notice of Intent to Dl‘l“ and Complete Lessee shall supply Lessor prior writtén notice of
Lessee’s mtentlon to drill at least fourteen- (14) calendar days prior to:the spuddmg in of a well associated
with producing ‘the Granted Minerals. Lessee shall also supply Lessor ‘with-a copy" of Lessor’s completion
report of such well or wells within thlrty calendar (30) days of completlon

13, ‘Diligence, Duty to Drill Offset Wells. Lessee shall conduct its drilling operations hereunder
utilizing -best industry practices in existence at the tirme -of such drilling, and shall otherwise conduct its
operatlons in a good and workmanlike manner as a reasonably . prudent operator would under the same or
similar circumstances untit all drilling and producing operations are completed, or uitil-such time as the final
well is plugged and abandoned. Additionally, if Granted Minerals are discovered- on or in the Leased
'Premrses Lessee shall. further develop and- produce the Leased Premises as a reasonable and prudent
operator ‘would, and exercise afl due diligence in drilling additional ‘well(s) as may be fiecessary to fully
develop the Leased Premises. Léssee shall protect the Granted Minerals in and under the Leased Premises
from drainage by.wells on adjoining or nearby tracts or leases, including those held by Lessee or any Affiliate
of. Lessee. Neither the rentals, royalties, nor any other consideration set forth under this Lease shall relieve
Lessee of its obhgatlon to reasonably develop and produce the Leased Premises and to’reasonably protect the
Granted Minerals in and under the Leased Premises from drainage or other damage. -

14. ‘Waste Prohibited, Damage Lessee shall-not-commit, or-cause to be committed, waste,
damage, or pollution to the Leased:Premises. Lessee shall take all reasonable steps to prevent its operations
from causing or contributing to soil erosion; or.to the mjury of terraces, grades embankments, other soil, or
structures on the Leased Premises. Lessee shall not pollute the surface or subterranean waters of the Leased
Premises, any reservoirs, springs, streams, irfigation ditches, stock ponds, or other wells.on the Leased
Premises. Lessee shall not decrease the fertility of the soil, damaging any crops, grasses, timber, or pastures
on the Leased Premises, and shall not harm or injure any animals, fish, or livestock on or in the Leased
Premises; or damage any bulldmgs, roads, structures, or other improvements on the Leased Premises. Lessee
shall preserve the Leased Premises, and upon the termination of this Lease, promptly surrender and return
the Leased Premises to the Lessor in the same condition, or substantially similar condition, as the Leased
Premises wére in pnor to Lessee taking possessron of the Leased Premises. Lessee shall compensate Lessor,
its successors or assigns, for damages caused by Lessee to any bemg or thing which is the subject of this
provision.




A15; Well Plugging. Before abandonmg any we]l associated ‘with this Lease, Lessee shall securely
plug and abandon such well or wells in accordance with the rules and regulations of the” West Virginia
Departmient of Environmental Protection and the laws of the State of West Virginia, and any other governmental
agency-having jurisdiction.

- 16. Record Management. The Lessee shall keep an accurate ‘account of all drlllmg operations,
including but not limited to the following: a log-of each well drilled, duly sworn to by the contractor or driller;
original. gas sales contracts with amendments; gas balancing agréements and schedules; information concerning
litigation, ‘settlement agreements, or other agreements relating to sales. and pncmg of the Granted Minerals.

17. Ratification. No mstrument executed by Lessor shall be effective to constitute a ratification,
renewal, extenswn or amendment of this Lease unless such mstrument |s clearly titled to indicate its purpose
and intent. _ -

- 18, Compllance with Appllcable Law This Lease shall be: subject to the Constitution and laws
of the State of West Virginia and the rules and' -regulations of ‘the . West Virginia Division of Natural
Resources and the West Virginia Department of* Environmental Protectlon now or hereafter in force, all of
which are made a part and condition of this Lease; provided, that no regulatlon made after the execution of
this Lease affecting either the length of the term hereof, the rate of royalty, or payment hereunder, or the
assignment hereof, shall operate to’ alter the terms and conditions of this Lease. Lessee agrees to comply in
all material respects with the laws, rules and regulations of the State of West Virginia and the United States of
Alnerica.

19..  Insurance. A company licensed by the West Virginia-Insurance Comiiission to do business
in the state’of West Vlrglma shall underwrite all policies required by this Lease. Lessee, and/or any person
or entlty acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance
carriers at all times dunng which this Léase remains in force and effect sufficient workers ‘compensation
and employer s liability insurance, commercial general liability and umbrella liability insurance, business
auto and umbrella liability insurancé, and environmental liability _insurance in the amount of at least
Twenty-Fwe Million Dollars ($25 000,000.00), combined single limit, 1dent1fy1ng Lessor as an additional
insured (except for workers compensatlon and employer’s liability), and shall be primary coverage for Lessor.
Said pelicy or policies, declaration _pages and ‘certificates of insurance thereof shall be delivered to Lessor
upon coriimencement of the Lease, and upon each renewal of said insurance policy. The insurance policies
requ1red under this paragraph 19 shall name Lessor as an additional insured, except for workers compensation
and employer’s liability with regard to the Leased-Premises, and shall reflect that the insurer has waived any
right of subrogation against the Lessor.

20. - Bondmg 'Within Th:rty (30) days.from the Effective Date .of this Lease; Lessee shall post a
surety bond in favor of the Lessor in an amount of Two Hundred Thousand Dollars ($200,000. 00) to secure
payment of all sums due and performance of all obligations arising under this Lease.

21. Assignment. The- rights and estate of Lessee (or any perm1tted assignee or transferee of
Lessee) hereunder may .not be assigned or otherwise transferred, in .whole or in part, without the prior
written consent of Lessor,; which:consent shall not. be unreasonably w:thheld In the event Lessee proposes
to. a551gn or transfer this Lease, the Lessee shall give Lessor written notlcc of its intent to- a531gn or transfer its
interest in the Lease, which notice shall spemfy the type of assignnient or’ transfer contermplated, the identity
and contact information of the proposed assignee ‘or transferee, and the timeframe of the proposed assignment
or transfer (“Transfer Notice). - Upon delivery of a Transfer Notice to the Lessor, Lessor shall have Fifteen
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(1 5) days to elther (a) consent to the proposed assignment or transfer by dellverm g written its consent to Lessee;

or (b) in its reasonable’ discretion, ‘withhold its consent to the proposed assi gnment-or transfer. by delivering
wrilten notice to Lessee that it is w:thholdmg its consent and specifying the reasons therefor. In the event that
Lessor fails to respond to a Transfer Notice within the fi ﬁeen-day period-specified in the immediately preceding

- sentence, Lessor shall:be deemed for all purposes under-the law to have approved the assignment or transfer

outlined in the Transfer Notice; and to have consented to-such aSSIgnment or transfer in the same manner.as if
it would have delivered its written consent to Lessee.

* 22:  Default. The oeeurrence of any of the fellowing shill be deemed a default of this Lease:

a. Failure of Lessee to trmely pay Lessor any amounts required under this Lease in
accordance with paragraph 7. :

L If any creditor of Lessee, its agents, and/or assigns, takes any action to execute on, garnish,
or attach the Lessee’s assets located on or accessing the Leased Premises. This provision shall not impair
Lessee’s ability to mortgage its interests in thé Granted Minerals or the Leased Premises.

c. Failure of Lessee to obtain any requisite ‘_‘-prior written consent” as set forth \yithin this Lease.
d. Failure of Lessee to maintain insurance in the type and amount as set forth within this Lease.
€. Shut-in of l.ease exceeding the periods set forth in paragraph 11 of this Lease.

23, Notice of Default or Breach.- If Lessor considers that Lessee has failed to comply with its
obhgatlons under this Lease, whether express and implied, Lessor shall notify Lessee in writing, setting
out in what respects Lessee has breached this Lease. Lessee. shall then have Thirty (30) days after receipt
of said notice to cure all atleged. breaches asserted by Lessor or, if it is not-practical to cure such alleged
breaches within thirty (30) days, then Lessee shall have Thirty (30) days to commence curing the alleged breach
and diligently and continuously pursue to completion such cure. If Lessee, having received such written notice
of breach of Lease; shall thereafter fail or refuse to satlsfy in the timeframes set forth in the immediately
preceding sentence, or respond ina meamngful ‘fashion to Lessor’s notice, this Lease shall autornatncally cease
and terminate. Upon such termmatlon Lessec agrees to (a) immediately and unconditionally surrender
possession of the Leased Premises, or of the portion of the Leased Premises included in such notice of breach,
and (b) plug and abandon any producmg or non- producmg well(s).

24, Remedies for Default or Breach The Lessor shall be entitled to-recover from the Lessee
any and all royalties, charges, or-claims of every “kind .and nature due and owing and/or arising out of this
Lease, upon failure to comply with ‘the provisions of "this Lease and _to. take immediate possession of the
Leased Premises. If Lessor institutes proceedmgs to clear title or take possession of the Leased Premises,
Lessor shall be entitled to recover from Lessee its attorney fees and- costs mvesngat:on costs, any expert fees,
and any other costs or expenses related to such proceedings. -

25, Surrender of Lease The- Lessee may surrender thls Lease or any part of this Lease if, and
only if, Lessee is not then in default. of any_ obhgatrons under this Lease _and upon payment of all liabilities
then accrued and due. Such surrénder must -be . evidenced by written notlce delivered to Lessor Th1rty
(30) days prior to the effective date of surrender Lessee shall dehver to Lessor a release or releases in
recordable form approved by Lessor, and~ Lessee shall release the applicable portion of this Lease upon
expiration. Lessee may not release any portion of this Lease included-in a pool or unit as long as Operatrons
are being conducted on such pool or unit. Any partial felease must describe all depths and horizons in and
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under the Leased Premises so released.

26.. No Warranty of Title.

a. Lessor makes no representatlon of title or ownershlp, either express or |mplled and further
makes no warranty as to the actual or potential presence of Granted Minerals. Lessee represents it has
performed all necessary due diligence. regardmg the title or ownership ‘of the Granted Minerals, and agrees to
be bound by the quantum of acreage-a -as set forth in the Legal Descrlption above.

b. Lessee shall notify Lessor- of any adverse c1a1m to the Leased Premises affecting title to all or
a portion of the rlghts to develop the’ Granted Minerals, and Lessor may, with the approval of the Attorney
Genétal, enter into an escrow arrangement for- future rents and royalttes accruing to such disputed portion of
the Leased Premises under terms and ccndmons that the Attomey Genera] feels proper to safeguard the rights
and interest of the State of West Vlrglma ) -

c. If an adverse claimant- files _suit against the State-of West Virginia or against Lessee claiming
title to all or a portion of the Granted Minerals, or if the Lessee, after receiving notice of an adverse claim,
institutes litigation in a court of con'“lpc'tentjurisdiction to adjudicate the validity of the claim, the rents and
royalties accruing to the litigated portion shall be placed in an €scrow acéount until such t1me as the ownership
of the dlsputed interest is determmed by a court of competént Jurlsdlctlon

d. if a.court of competent Jurlsd1ct|0n determines that Lessor does not have tltle to all or part-of
the Granted Minerals in the Leased Premises, the rentals, royalties,.and bonus thereafter accruing from any part

asto which this Lease covers less than the-full interest in such Granted Minerals, shall thereafter be paid only

in the proportion which the mte_rest there_m tf any, covered by this Lease bears to the whole and undivided
fee simple estate therein. Any sums of money*paid pursuant to this Lease are not reimbursable to Lessee.

27.  Indemnity. Unless caused by the negligence of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend, mdemmfy hprotect ‘and hold harm!ess Lessor and Lessor’s heirs, successors,
representatives, agents and/or assigns from and against: any and "all claims, demands, causes of action,
liability, less, damage or expense. of any and every kind.and . nature including without limitation costs,
expenses, and attorneys’ fees, for injury (including death);. or damage to persons or property (including
environmental - damage to the surface; waterways, or subsurface estates of any person, firm, corporation, or
other entity) arising-out of, mmdental 1o, or.resulting from (i) the. operatlons or activities of Lessee or Lessee’s
servants, agents employees, guests, licensees, invitees or mdependent ‘contractors on or in the Leased Premises;
(i) the exercise of any right granted under this Lease, and/or; (m) any obligation imposed under this
Lease.- Any -successor in interest of any rights of Lessee in this Lease shall likewise be obhgated to defend
and.indemnify Lessor and Lessor’s hexrs successors representatives, agents and assigns in the same manner
as the original Lessee.

28. Limitations on Drtllmg ‘From and after the Effective Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to produce the Granted Minerals from the Leased
Premises if such wellpad would be located within Five Hundred Fifty feet (500°) of any outside boundary of
the tracts comprising the Leased Premises measured linearly from any point along said tract boundary to the
midpoint of the secondary contamment berm of a particular wellpad. Lessor and Lessee agree ‘that the limitation
on pad constriction and/or location set forth in this paragraph 28 is intended t0 reduce any long-term, substantial
interference with the public’s use of the surface of the Leased Premises as it exists on the date of the Lease.
Further, if Lessor determines in its reasonable discretion after conducting a proper investigation that the drilling
activities of Lessee related to the productlon of Granted Minerals from the Leased Premises have created a
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long-term; substantial interference V\;ifh the"puhlic’s use of the surface of the Leased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures ot controls to mrtrgate such long-term,
substantlaf impairment caused by Lessee s said drilling actwrtres

29.  _Force Majeure. If Lessee_ is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or’inability to obtain -or use equipment or
material or by operations of Force Majetre, or any federal or state law, or any order, rule or regulation, then,
while so prevented, Lessee’s obligation to comply with such this Iease shall be temporarily suspended and
Lessee shali-not be liable in damages; and ‘this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a result of Force Majeure, federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years. As used herein, the term “Force Ma_]eure shall mean acts
of god such as flood, fire, adverse wedther conditions, war, sabotage rebetlion, insurrection, riot, strike or
labor disputes, or by other cause(s) not"within Lessee’s control, but shall specifi cally gxclude scarcity, cost,
or inability to obtain or use equrpment contracts personnel, water, -of other material(s).

30. - Further Assurances. Eaeh of the parties hereto 'shall and shall cause its respective affiliates
to, from time to time at the request of the other party, without any: additional consideration, furnish the other

party such further information or assurances, execute and deliver such additional documents, mstruments and

conveyances, and take such other, actions and do such other thmgs as may be reasonably necessary in the
opinion of counsel to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or mstrumentalrty -of the State of West Vlrgmra to enter into. this Lease, as stated in
paragraph 1 herein, Lessor shall “cause_all of the proper agenci¢s' or instrumentalities of the State of West
Vlrgrma without any additional con51derat10n to join in this Lease as Lessor, upon the same terms provided
herein. : : -

31. . Governing Law. This Lease shall be governed by the Iaws of the State of West Virginia and
any dlspute arising out of this Leasé shall be finally resolved in a West Virginia court of law having jurisdiction
thereof.

. 32. . Notices and Payments. All notices and payments which are permitted or required under this
Lease shall be in writing and shall be deémed-valid and recéived if delivered personally; by registered or
certified mail, return receipt requested; or by special carrier (Such as Federal Express or UPS), with signature
required, to the Lessor and/or the Lessee to the following addresses, unless otherwrse agreed- by the partles ina
signed writing:

a. To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams

324 Fourth Ave .

South Charleston, WV 25303

b. To Lessee:
Jay-Bee Production Company

Attn: Brian Paugh, Vice Pre31dent of Land
3570 Shle]ds Hill Road-



Cairo, WV 26337-6405

33. Successors in Interest. The: terms, conditions, .coveﬁants, oblig‘ation's, ‘considerations or
requirements of this Lease shall extend to and be Binding upon the parties hereto, . their heirs, successors,
executors, administrators, and assigns, all of whom shall be jointly and severally liable.

34,  Severability. Should any one or more of the provisions in this Lease become or be
determined to be void or invalid by a court-having jurisdiction thereof, in whole or in part, the remainder of
this Lease shall remain in full force and effect. .

35. Counterparts. This ‘Lease may be executed in any number of counterparts, and by different
. parties in separate counterparts, all of which shall be identical. Each such counterpart shall be deefed to be an
original instrument, but all such counterpaﬁs together shall constitute but one instrument.

IN WITNESS WHEREOF, the partxes hereunto subscribed their signatures on the day and year first above
written,

. WEST VIRGINIA' DIVISION OF NATURAL RESOURCES,
" ON BEHALF OF ITSELF AND OF THE STATE OF WEST

VIRGINIA
ATTEST: R By Robert A. Fala Director '

West Virginia Division of Natural Resourcés

' JAY-BEE PRODUCTION COMPANY

B gl

ATTEST: ' By Brian Paugh _
Title: Vice President of L.and
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ACKNOWLEDGEMENT FOR WEST VIRGINIA DIVISION OF NATURAL RESOURCES
State of West Virginia,
County of Kanawha,

Personally appeared before me, the undersigned Notary Public, within and for said County and State, ROBERT
A. FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commerce, to the foregoing instrument, as its
Director, and acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commerce, for the uses and purposes herein set forth.

IN WITNESS WHEREOQF, I have hereunto set my hand and Notary Seal on this2() day OM 2015.

o comisintsgie Yl §, 2020 (ot &7 oy
/ Notdry Public

(SEAL)

NOTARY PUBLIC OFFICIAL SEAL

LYSTIA. LOONEY
State of West Virginia

>/ My Commission Expires May 8, 2020 |
224 {THAVERUE SOUTH CHARLESTON, WV 25303

ACKNOWLEDGEMENT FOR JAY-BEE PRODUCTION COMPANY

State of West Virginia,

County of Kanawha,

This instrument was acknowledged before me on A7, 4 Y 4 Zot5 , by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Virginia company, on behalf of the
company.

My Commission Expires:/]/al/emjer— 6, 20/(, %MM J

Notary Public

Official Seal 4
Notary Public ‘F
State of West Virginia ]
Grace E. Fisher |‘ !
¢

(SEAL)

City National Bank
#10 Hale 5t., Sulte 100
Charteston, WV 25301

e e i
TR,
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This Instrument prepared by:

Larry W. George, Esq.

Special Assistant Attorney General
West Virginia Department of Commerce
One Bridge Place, Suite 205

10 Hale Street

Charleston, West Virginia



Tract No. T6049C2
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
(4 YEAR PAID-UP LEASE)

This Qil and Gas Lease (this “Lease™) is dated and effective as of April 30, 2015, (the “Effective
Date™), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES, a divisicn
of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South Charleston,
West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address is 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter designated as LESSEE.

UNDER AND PURSUANT TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE
STATE OF WEST VIRGINIA, WITNESSETH:

1., Grant of Lease. In consideration of the bonus of Eighty Two Thousand Two Hundred Ninety
Six and 78/100 Dollars ($82,296.78) for 5.033750 net mineral acres paid at closing to Lessor, the royalties
to be paid, and the covenants, obligations, stipulations and conditions to be observed and performed as herein
set forth, Lessor does hereby demise, lease_and let unto the Lessee the following described tracts of land for the
sole purpose and with the exclusive right of exploring, drilling, completing, operating for, and producing
oil, gas, and other liquid or gaseous hydrocarbons (including, by way of example and not limitation, any and
all natural gas liquids such as butane, ethane, isobutane, natural gasolines, pentanes, propane, and similar liquids
or byproducts) produced in association with the oil or gas in or underlying the Leased Premises (the “Granted
Minerals™), situated in Ellsworth District, Tyler County, West Virginia, and being more particularly described
as follows;

Tax Map 29, p/o Parcel 8 (Also referenced as Jay-Bee Tract #T6049C2)

Beginning at a White Qak on the ridge, a corner to A. O. Ash; thence S 53 E 66 3/5 poles
to a Beech near a run known as Line run; thence S 11 E 31 poles to a stone on a hill side;
thence S 52 W 62 ¥ poles to a White Oak & Stone on the ridge at the public road; thence
with road 72 poles to a stove corner in A. O. Ashes line; thence N 36 E 77 1/5 poles to the
beginning containing forty acres and forty three poles (40 43/160) of land, be the same
more or less.

Containing 40.27 acres, more or less (the “Leased Premises”). Lessor represents and warrants to Lessee that
the West Virginia Division of Natural Resources is the proper agency or instrumentality of the State of West
Virginia to enter into this Lease for the purpose of leasing the Granted Minerals and Leased Premises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources is vested
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with the full legal authorlty and is duly authonzed to execute this Lease on behalf of the Lessor and the State
of West Vlrgm1a .

2. Limitations on the"Grant of Lease.

a: .Surface Actlvmes Prohlblted "This lease does not include, and specifically prohibits and
excludes -the right to enter upon -or ‘conduct exploration for, dritling, and productlon and .marketing activities
of any kind-associated with the ‘Granted Minerals, or any other activities by Lessee, its representatives,
employees, contractors, agents, and affiliates, on the surface of the lands covered herein, if any, including, but
not limited to the construction of any pits and/or. pipelines or gathering lines on the Leased Premises.

b. No Storage. Lessee may not use the Leased Premises, or any part thereof, for gas, oil,
hydrocarbons, or brine storage purposes.

c. Use of Surface or Subsurface Water. Lessee shall not-use the surface waters or the
groundwaters located within the Leased Premises. ' '

d. Reserved nghts of Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all: ‘minerals other than the Granted Minerals including, by way of example and
not llmltatlon_ geothermal energy, salt, brine, coal and coalbed methane.

3. Facnlltles Development All development and production activities and facﬂmes shall be
constructed on adjommg and/or other lands, but not the Leased Premises and above and, if apphcable outside the
high water mark of the Ohio River, other waterways or islands therein, eXcept to the extent horizontal well laterals
are located underneath the bed, banlgs -and shores of the same Leased Premises.

4. Term. This Lease shall remain in force for a term of Four (4) years from the date hereof
(“anary Term™), and as long thereafter as Granted Minerals are produced from the Leased Premises or on
acreage-pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this: Lease Granted Mmerals are not being produced on the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drlllmg or re-working operations thereon, then this Lease shall
continue’in force for so long as operatlons are. bemg continuously prosecuted on the Leased Premises or on
acreage pooled therewith (“Operqtlons’__’) Operations shall be considéred to be continuously prosecuted if not
more than one hundred twenty (120) consecutive days shall elapse between the completiofi; or abandonment of
one well and the beginning of operations for the drilling of a. subsequent well. If after discovery of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the productlon thereof shotild cease from any
cause after the Primary Term, this Lease shall not terminate if. Lessée commences additional drilling or re-
working operations within one hundred twenty (120) days from date of Sessation of production or from date of
completion of a dry hole. If Granted Mmerals shall be discovered and produced as a result of such operations
at or after the expiration of the Primary Term of thlS Lease, this Lease shall continue in force so long as Granted
Mmerals are produced from the Leased Prémises or on acreage pooled therewnth

5 Unitization. - Lessee may voluntarlly pool, consohdate or unitize portions of the Leased
Premises as to hydrocarbon bearing geologic formations in order to constltute a unit for the purpose of exploring
for and’ producing Granted Minerals. Said. unit-may -not exceed SIX Hundred Forty (640) acres and shall be
comprised of lands contiguous to the Leased Premises and/or in the -vxcmlty of the Leased Premises, provided:
that theunit may; with the written consent of Lessor, be larger, but no greater than One Thousand; Two Hundred
and Eighty (1,280) acres, which consent shall not be unreasonably withheld, if that unit, in companson to a unit
of Six -Hundred Forty (640) acres, shall provide for the greater d_ev_elopment of the Granted Minerals in
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compliance with the diligent development and protection from drainage requirements of Paragraph Fourteen of
this Lease. Once formed, the unit(s) may not be reformed, re-pooled, altered, amended, or changed in any manner
without the prior written consent of ‘Lessor, which conserit shall not be unreasonably. withheld, conditioned or
delayed. In the event the Leaséd Premiises are so pooled, consolidated, or unitized, Lessor agrees to accept such
proportion of the production royalty prescrlbed by this Lease as the acreage contributed by this lease bears to the
total acreage comprising any such unit(s).

6. Pugh Clause ~ Horizontal and Vertical. As to any acreage of the Leased Premises which
is not included within any properly ‘constituted and publicly recorded production unit at the expiration of the
Primary Term, as extended hereunder, this Lease shall automatically terminate, and -be of no further force or
effect. Further, and to the extent Lessee has established production i in paying quantitics beyond the expiration
of the Primary Term on the Leased Premises, or lands pooled therewith, the Léase shall terminate, on a
production unit-by-production unit basis, as to all depths, horizons and zones lying at least One Hundred feet
(100} below the deepest producing horizon on the Leased Premises or any lands pooled therewith determined
by reference to the deepest producmg horizon in each respective production unit. Thereafter, this Lease shall
continue in full force and effect for all depths, horizons and zones lying above the depth of One Hundred feet
(1007} below the deepest producmg formation of & particular productlon unit as to all acreage located within
that particular production unit. Upon the drilling and completion of a well within a'production unit containing
at least a portion of the Leased Premises, Lessee shall file a declaration of pooling and unitization within a
reasonable time in the records of the-Office of the Clerk of the County Commlssmn of the county in which the
apphcable Granted-Minerals are situated.

7. Raoyalty.

a. Delivery and. Payment Lessec shall deliver or cause to be delivered to the Lessor, or its
Successors, nominees, agents, or assigns, at no cost to Lessor, a royalty equal to Twenty Percent (20%) or
One- Fifth of Eight Elghths (1/5 of 8/8ths) of the Gross Proceeds realized by Lessee, or any Affiliate of Lessee,
from the sale of the Granted Minerals, produced. and sold from the Leased Premises.

i. Gross Proceeds. Gross Proceeds. means the total ‘monies -and other consideration accruing
to Léessee for the disposition of the Granted Minerals and/or any other marketable by-products, including
condensate, produced from the Leased Premises. Gross Proceeds shall be calculated based on the total gross
volume of Granted Minerals produced and sold, exclusive of production and post-production costs and
severance taxes or-other taxes of any- nature

ii. Affiliate of Lessee Affiliate of Lessee means any person, corporatlon firm, or other entity
in which Lessee, or any parent company, subsidiary or affiliate of Lessee, owns an interest of Five Percent
(5%) or more, whether by stock.ownership or otherwise, or over which Lessee, or any parent company or
affiliate of Lessee exercises any degree of control directly or indirectly, by ownership, mterlocklng
directorate, or in any other manner; -and any corporation, firm or other entity which owns any interest in
Lessee, whether by stock ownership-or otherwise, or which exéfcises any degree of control, directly or
indirectly, over Lessee, by stock _ownershlp, interlocking-directorate, or in any other manner.

b. Due Dates of Royalty. Lessee shall pay Lessor all royalties that may become due under
this Lease within one hundred twenty. (120) days after the first day of the month- following' the month
during which any well commences production into a pipeline for-sale of such production. Thereafter, all
royalties shall be paid to Lessor on-or-béfore the last day of the third month foltowing the month of production
or within Ninety (90) days after the first day of the' month following, whichever is longer.



¢.  Automatic Termination for Non-Payment of Royalty. If royalty is not paid within the
time prescribed im'the preceding sub-section entitled -‘Due Dates ‘of Royalty, Lessor will provide Lessee written
notice of nonpayment of royalty in aeeordance with paragraph 32 of this Lease. If Lessee fails to pay Lessor
royalty. actually due and owing to. Lessor within Thirty (30) days from Lessee’s receipt of such notice, this
Lease will automatically terminate. Inaccurate. royalty payments shall not be governed by the provisions of this
paragraph 7 (a)(c), but shall be resolved in good faith between Lessor and Lessee in a timely manner.

d. Production & . Post- Productlon Costs. Neither Lessee, nor any Affiliate of Lessee, may
reduce Lessor’s royalty for any post productlon expense, mcludmg, by way .of example and not limitation,
pipelines, surface. facilities, telemetry, gathermg, dehydration, “transportation, fractionation, compression,
manufacturing, processing, treating, or markefing of the Granted: Minerals or any severance or other taxes of
any nature paid on the production thereof. Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all product1on and/or post-productlon costs.

8. - Method of Payment AIl rents royaltles bonuses, or other payments accruing and/or
owmg from- Lessee to Lessor undér this Lease shall be made or tendered in the followmg manner

a. By certified or cashler check delivered in accordance with paragraph 32 of this Lease, or

b. By dlrect deposit or wire transfer to the’ credtt of Lessor as provided in-writing by Lessor
to Lesse¢ in writing by a separate instrument dellvered eontemporaneously with this Lease

9. Information, Metermg, Lessor s Right to Audlt Upon ‘request, Lessee shall furnish to
' Lessor .copies of title opinions covering the: Teased Premises; coptes of filings made. by Lessee with the
Department of Environmental Protection related to the Leased Premises; copies of daily drilling reports,
gauge tickets, sales receipts, d1v1sron orders, or amounts of gross production; copies of gas contracts or any
other agreements pursuant to which Lessee will sell, use, transfer, process, or.dispose of the Granted Minerals
produced from the Leased Premises; and/or any “other information related to the production ‘and sales of the
Granted Minerals. Lessee shall meter gas deriving from the Leased Premises at the wellhead in.accordance with
West Virginia law, Lessor shall ‘on an annual basis, have the right to audit the books, accounts, contracts,
records, and data of Lessee pertammg to the development and sale of the Granted Minerals.

10.  Quarterly Royalty Statement Annual Report Lessee shall furnish.an annual repoit,
including production volumes and -sales pr1ces to the Lessor not less than ahnually on the anniversary date.of
this Lease, unless otherwise requested by Lessor The Lesseé¢ shall include the following information no less
frequently than ence per calendar quarter, either on the check stub of a royalty payment or on an attachment to
or enclosure with a royalty payment

a. The lease, property, or well names and the well identification numbers on which royalties are
being paid; 5

b. - The month and year during which the sales occurred for which payrnent is being made;

c. The total produ'etlon_from the.-well or wells expressed as the number of barrels of oil or the total

amount of gas in.million cubic feet (MCF) and the volume of any other Granted Mlnerals condensate, or other
constrtuents therem which were sold

d. The price per barrel of oil and per MCF of gas sold and
4 :



€. The name, addre_ss', and telephone number of a contact person where the Lessor may obtain
information about royaity payments made by the Lessee hereunder

11. Shut-In Royalty. If a well has been completed capable of production in paying quantities,
and has been temporarily shut-in.for lack of a market, Lessee shall pay.Lessor annually, on or before Ninety
(90} days of such shut-in event,.the sum of One Hundred ($100:00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars ($250. OO) per acre for- the year thereafter on the ensuing anniversary. In no event
may Lessee maintain this Lease by. payment of.shut:in royalty beyond a continuous two—year period, and this
Lease shall terminate automatically on the first day following the second anniversary daté of initial shut-in.
Additionally, in no event mayLessee maintain this Lease by payment of shut-in royalty beyond a cumulative
three-year period during which all production of Granted Minerals was shut-in, and this Lease shall terminate
automatlcally on the first day following the date that all production of Granted Minerals has been shut-in for a
cumulatlve period of Three (3) years :

12. - Notice of Intent to Drill and Complete Lessee shall supply Lessor prior wntten notice of
Lessee’s intention to drill at least fourteen (14) calendar days prior to the spudding in of a well associated
with producmg the Granted Minerals. Lessee shall also supply Lessor with a copy of Lessor’s completron
report of such well or welis w1th1n thirty calendar (30) days of completron

13. Diligence, Duty to Drill Offset Wells Lessee shall conduct its drilling operations hereunder
utilizing | best mdustry practices in existence at the time of such. drlllmg, and- shalt otherwise conduct its
operatlons in a good and workmanlike maniier as a- reasonably prudent operator would . under the same or
simiilar’ circumstances until all drtllmg and producing operations are completed, or until such time as the finat
well is phigged and abandoned. Additionally, if Granted Minerals aré¢ discovered on or in the Leased
Premises, Lessee shall further develop and produce the- Leased Premises as a reasonable and -prudent
operator would, and exercise all due diligence in drilling additional well(s) as may be necessary to fully
develop the Leased Premises. Lessee shall proteet the Granted Minerals in and under the Leased Premises
from drainage by wells on adjoining or nearby tracis or leases, including those held by Lessee or any Affiliate
‘of Lessee. Neither the rentals, royalties, nor any other consideration set forth under this Lease shall relieve
Lessee of its obhgatron to reasonably develop and produce the Leased Premises and to reasonably protect the
Granted Minerals in and under the Leased Premises from drainage or- other damage.”

14. Waste Prohrblted Damage -Lessee. shall not comimit, or cause to.be committed, waste,
damage or pollution. to the Leased Premises. Lessee shall fake all reasonable steps to prevent its operations
from causing of contrrbutmg to soil erosron or to the injury of terraces; grades, embankments, other soil, or
structures-on the Leased Premises. Lessee shall'not pollute the surface-or subterranean waters of the Leased
Premises, any reservoirs, springs, streams, irrigation ditches, stock | ponds, or other wells- on the Leased
Premises: Lessee shall not decrease the- fertllrty -of the soil, damaging any crops, grasseés, ‘timber,.or pastures
on thé -Leased Premises, and shall not harm or- injure any-animals, fish, or livestock on or in the Leased
Premiges, or damage any bu1ldmgs roads, structures, or other improvements on the Leased Premises. Lessee
shall preserve the Leased Premises,"and upon:the termination of this Lease, promptly. surrender and return
the Leased Premises to the Lessor in the same condition, or, substantially similar condition, as the Leased
Premises were in prlor to Lessee taking possessron of the Leased Premises. Lessee shall compensate Lessor,
its ‘successors or assigns, for damages. caused by Lessee to any bemg or.thing which is the subject of this
provision. . : . oo -

_ 15, WellPluggmg Before abandorung any well assoctated wrth this Lease, Lessee shall securely
plug and abandon such well or wells in accordance with the rules and regulatrons of the West Virginia
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Department of” Envrrcnmental Protectlon and the Jaws of the State of West Virginia, and any other governmental
agency having jurisdiction.

.. 16, Record Management “The Lessee shall keep an accurate account ofall drilling operations,
mcludrng but not limited to the following: a log of each well drilled, duly sworn to by the contractor or driller;
original gas sales contracts with amendments; gas balancing agreements and schedules; information coricerning
litigation, seftlement agreements, or other agreements relating to sales and pricing of the Granted Minerals.

17. Ratification. No instrument executed by Lessor.shall be effective to constitute a ratification,
renewal extension or amendment of thlS Lease unless such instrument is clearly titled to indicate its purpose
and intent. -

18. Compliance with- Appllcable Law. This Lease shall be subject to the Constitution and laws
of the State of West Virginia and theTrules and regulations_ of ‘the West Virginia Division of Natural
Resources and the West Virginia Department of Environmental Protectlon now or hereafter in force, all of
which are made a part and condition ‘ofthis Lease provrded ‘that no regulatlon made. after the execution of
this Lease affecting either the length of the ferm hereof, the rate: ‘of royalty, or payment hereunder, or the

“assignment hereof, shall operdte to alter theiterms and conditions of this Lease. Lessee agrees to comply in
all material respects with the laws, rules and regulatrons of the Staté of West Virginia and the Umted States of
America.

19. Insurance. A company licensed by the West Virginia Insurance Commission to do business
in the state of West Virginia shall underwrite all policies required by this Lease. Lessee, and/or any person
or 'entity acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance

carriers at all times during which this Lease remains in force. and effect sufficiént workers compensation
and employer’s liability- insurance, commercial general llabllrty and umbrella llabrllty insurance, business
auto and umbrella liability insurance, and environmental Ilablhty insurance in the amount of at least
Twenty-Five Million Dollars (3235, 000,000.00), combined single limit, identifying Lessor as an additional
insured (except for workers compensation and employer’s liability), and shall be primary coverage for Lessor.
Said policy or. policies, declaration pages and certificates of i insurance thereof shall .be delivered to Lessor
upon commencement of the Lease, and upon each renewal of said insurance. policy. The insurance pollcles
required under this paragraph 19 shall name Lessor as an additional insured, except for workers compensation
and employer’s liability with regard to the Leased Premises, and shall reflect that the insurer has waived any
right of subrogation against the Lessor

20. 'Bcndi_ng. Within 'T_hirty (30) days _frorn the Effective Date of this Lease, Lessee shall post a
surety bond in favor of the Lessor in an amount of Twé Hundred Thousand Dollars ($200,000.00) to secure
payment of all sums due and performarice of all obli'gations arising under this Lease.

21, Assignment. The rlghts and estate of Lessee (of any permltted assignee. or transferee . of

Lessee) hereunder may not be assigned or otherwise transferred, in whole. or in part, without the prior

written-consent of Lessor, which consent shall not be unreasonab]y withheld: In the event Lessee proposes

to assrgn or transfer this Lease, the Lessee shall give Lessor written notice of its intent to assign or transfer its

interest in the Lease, which notice shall specrfy the type of assignment or transfer contemplated, the identity

-and.contact information of the proposed assignee or transferee, and the timeframe of the proposed assignment
or transfer (“Transfer Notice”). Upon delivery of a Transfer Notice to the Lessor, Lessor shall have Fifteen

(15) days to either: (a) consent to the proposed assignment or transfer by delivering written its consent to Lessee;

or (b) in its reasonable discretion, withhold its consent t6 the proposed assrgnment or transfer by delivering
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written notice to Lessee that it.is ' withholding its consent and specifying the reasons therefor. In the event that
Lessor fails to respond toa Transfer Notice within the fifte¢n-day period specified in the immediately preceding
sentence; Lessor shall-be deemed: for all purposes-under the law to have approved the assignment or transfer
outlined in.the Transfer Notice, and to:have consented to such assignment or transfer-in the same manner as if
it would have delivered its writtéh consent to Lessee.

22.  Défault. The occurrence of any of the following shall be deemed-a default of this Lease:

a.  .Failure -of Lessee to timely pay Lessor any amounts' required under this Lease in
accordance with paragraph 7. . '

b. If any creditor of- Lessee its ag‘ents a'nd/or'assig'ns takes any action to execute on, garnish,
or attach the Lessee’s assets located on or accessing the Leased Premises. This provision shall not impair
Lessee s ability to mortgage its mterests in the Granted Mmerals or the Leased Premises.

c. Fai_lure'o’f Lesse_e t_o’ o_btain any requisite “‘prior written c.onsent” as set forth within this Lease.
d. Eai]ure of Lessee;to?'hl'aintain insurance in:the-type and amount as set forth within this Lease.
c. Shut-in of Lease"-"e?(lc’eedin—g the periods set forth in paragraph 11 of this Lease.

" 23..  Notice of Defaultor Breach If Lessor considers that Lessee has failed to comply with its

obhgatlons under this Lease, whether express and 1mplled Lessor. shali notify Lessee in writing, setting
out in what respects Lessee has breached ‘this Lease. Lessee shall'then have Thirty (30) days after receipt
of said notice to cure all alleged’ breaches asserted- by- Lessor.or; if it is not practtcal to cure. such alleged
breaches within thirty (30) days, then Lessee shall have Thirty(30) days to commence curing the alleged breach
and dlhgently and continuously pursue to completion such cure. If Lessee, havmg recerved such written notice
of. breach .of ‘Lease, shall thereafter fail or refuse to satisfy in the timeframes set forth in the immediately
preceding sentence, or respond in 4 meaningful fashion to Lessor’s notice, this Lease shall automatically cease
and terminate. Upon such termination, -Lessee agrees to (a) rmmedrately and unconditionally surrender
possession of the Leased Premises, or of the portion of the Leased Premises mcluded in such notice of breach,
and (b) plug and abandon any producmg or non- producing well(s)

. 24 - Remedies for Default or Breach The. Lessor shall be entitled to.recover from the Lessee
any and -all royaltres charges, or claims of every kind and nature due-and owirig and/or arising ‘out. of this
Lease, upon failure to comply with* the' provisions of this Lease and to take immediate possession of the
Leased “Premises. If Lessor institutés procéedings to clear title or take possession’ of the Leased Premises,
Lessor shall be entitled to recover from Lessee its attorney fees and costs, investigation costs, any -expert fees,
and any_other costs or expenses related to such proceedings. -

25. - Surrender of Lease. The Lessee.may surrender this Lease or any part of this Lease if, and
only if; Lessee is not then in defau]t of any obhgatlons under this Lease and’upon payment of all liabilities
then” acérued and due. Such surrender ‘must be. evidenced by written ‘nofice delivered to- Lessof Thirty
(30) days prior to the effective: date_ of surrender Lessee shall deliver to Lessor a release or releases in
recordable form approved by Lessor and Lessee shall release the applicable portion of this Lease upon
expiration, Lessee may not release any portron of this Lease mc]uded in a pool or unit as long as Operations
are being conducted on such pool -or umt Any partral ‘release must describe all depths and horizons in and
under the Léased Premises so released



26. No Warranty of Title.

a. - Lessor makes no representation of title or. ownershrp, eithier express or implied, and further
makes no warranty -as to the actual or potential presence of Grarited Minerals. Lessee represents it has
performed all necessary due diligence-regarding the title or ownership of the Granted Minerals, and agrees to
be bound by the quantum of acreage as set forth in the Legal Description above.

b. Lessee shall notify Lessor of any adverse claim to the Leased Premises affecting title to all or
a portion of the rights to develop the Granted Minerals, and Lessor may, with the approval of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to such disputed portion of
the Leased Premises under terms and conditions that-thé Attorney General feels proper to safeguard the rights
and interest of the State of West Virginia.

c. If an adverse claimant files suit against the State of West Virginia or against Lessee claiming
title to all or a portion of the Granted Minerals, or if the Lessee, after receiving notice. of an adverse claim,
institutes litigation in a court of competent Jurrsdrctron to adjudicate the validity of the claim, the rents and
royalties accruing to the litigated portion shall be placed in an escrow account until such time as the ownership
of the disputed interest is determmed by a court of competent jurisdiction.

d. If a court of competent Jurrsdlctlon determines that Lessor does not have title to all or part of
the Granted Minerals in the Leased Premises, the rentals, royalties, and bonus thereafter accruing from any part
as to which thls_Lease covers less than the full interest in such Granted Minerals, shall thereafter be paid only
in the proportion which' the interest therein; if any, ‘covered by this Lease bears to the whole and undivided
fee simple estate therein, Any'sums of money paid pursuant to this Lease are not reimbursable to Lessee.

27. Indemnity. Unless caused by the negligencé of Lessor, or any agent, servant, or employee of
Lessor, Lessee shall defend, indemnify, protect and hold harmless Lessor and Lessor’s heirs, successors,
representatives, agents and/or assigns from and against any and all claims, demands, causes of action,
liability, loss, damage or expense of any and every kind and nature, including without limitation costs,
expenses, and attorneys’ fees, for ‘injury (including death) or damage to persons or property (including
environmental damage to' the surface, waterways, or subsurface estates of any person, fifm, corporation, or
other entity) arising out of, incidental to, or resulting from (i) the operations or activities of Lessee-or Lessee’s
servants, agents, employees, guests, licensees, invitees or 1ndependent contractors on or in the Leased Premises;
(i) the exercise. of any right granted- under this Lease, and/or (iti) any obligation imposed under thrs
Lease. Any successor in interest of any rights of Lessee in this Lease shall likewise be oblrgated to defend
and indemnify Lessor and Lessor’s heirs, SUCCEsSOrs, representatlves agents and assigns in the same manner
as the original Lessee.

28. Limitations on Dnlhng From and after the Effectwe Date of this Lease, Lessee shall not
commence construction of any new wellpad that is intended to produce the Granted Minerals from the Leased
Premises if such wellpad would be located within Five Hundred Frﬁy feet (500%) of any outside boundary of
the tracts comprising the Leased Premises measured- lmearly from any point along said tract boundary to the
midpoint of the sécondary-containment berm of a particular wellpad -Lessor and Lessee agree that the limitation
on pad construction and/or Jocation set forth in this paragraph 28 isinterided to reduce any long-term, substantial
interference with the pubhc s use of the surface of the Lieased Premises as it exists on the date of the Lease.
Further; if Lessor determines in its reasonable dlscretlon after conducting a proper investigation that the drilling
activities of Lessee related to the production of Granted -Minerals from the Leased Premises have created a
long-term, substantial interference with the public’s use’of the surface of the Leased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures or controls to mitigate such long-term,
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substantial impairment caused by Lessee’s said drilling activities.

29, Force Majeure. If Lessee is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or inability to obtain or use equipment or
material or by operations of Force Majeure, or any federal or state law, or any order, rule or regulation, then,
while so prevented, Lessee’s obligation to comply with such this Lease shall be temporarily suspended, and
Lessee shall not be liable in damages; and this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a result of Force Majeure, federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years. As used herein, the term “Force Majeure™ shall mean acts
of god such as flood, fire, adverse weather conditions, war, sabotage, rebellion, insurrection, riot, strike or
labor disputes, or by other cause(s) not within Lessee’s control, but shall specifically exclude scarcity, cost,
or inability to obtain or use equipment, contracts, personnel, water, or other material(s).

30. Further Assurances. Each of the parties hereto shall, and shall cause its respective affiliates
to, from time to time at the request of the other party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents, instruments and
conveyances, and take such other actions and do such other things, as may be reasonably necessary in the
opinion of counsel to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or instrumentality of the State of West Virginia to enter into this Lease, as stated in
paragraph 1 herein, Lessor shall cause all of the proper agencies or instrumentalities of the State of West
Virginia, without any additional consideration, to join in this Lease, as Lessor, upon the same terms provided
herein.

31. Governing Law. This Lease shall be governed by the laws of the State of West Virginia and
any dispute arising out of this Lease shall be finally resolved in a West Virginia court of law having jurisdiction
thereof,

32. Notices and Payments. All notices and payments which are permitted or required under this
Lease shall be in writing and shall be deemed valid and received if delivered personally; by registered or
certified mail, return receipt requested; or by special carrier (such as Federal Express or UPS), with signature
required, to the Lessor and/or the Lessee to the following addresses, unless otherwise agreed by the parties in a
signed writing;

a. To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams

324 Fourth Ave

South Charleston, WV 25303

b. To Lessee:

Jay-Bee Production Company

Attn: Brian Paugh, Vice President of Land
3570 Shields Hill Road

Cairo, WV 26337-6405



33 Successors in Interest. The terms, conditions, covenants, obligatiens; considerations or
requirements of this Lease shall extend- to-and be binding upon the parties hereto, their heirs, successors,
executors, administrators, and assigns, all of whom shall be jointly and severally liable.

34. Severability. Should any one or more of the provisions in this Lease become or be
determined to be void or invalid by a court having jurlSlet]Ol‘l thereof in whole or in part, the remainder of
this Lease shall remain in full force and effect.

35. Counterparts. This Lease may be executed in any number of counterparts, and by different
parties in separate counterparts, atl of which shall be identical. Each such counterpart shall be deemed to be an
original instrument, but all such counterparts together shall constitute but one instrumert.

IN WITNESS WHEREOF, the_panies hereunte subscribed their signatures on the day and year first above
written,

WEST VIRGINIA - DIVISION '__OF NATURAL RESOURCES,
ON BEHALF OF ITSELF AND OF THE STATE OF WEST

VIRGINIA
ATTEST: By: Robert A. Fala Dlrector '

West Vitginia Division of Natural Resources

JAY-"BEE PRODUCTION COMPANY

BM W/

ATTEST: - By: Btian Paugh
"Title:Vice President ofLand

ACKNOWLEDGEMENT FOR WEST VIRGINIA DIVIS.I.ON OF‘ NATURAL RESOURCES
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State of West Virginia,
County of Kanawha,

Personally appeared before me, the undersigned Notary Public, within and for said County and State, ROBERT
A. FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commerce, to the foregoing instrument, as its
Director, and acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commerce, for the uses and purposes herein set forth.

IN WITNESS WHEREOF, I have hereunto set my hand and Notary Seal on this@day Ofgauﬁ 2015.

My Commission Expires: 7740.3 X: ZﬁZ&’

(SEAL)

LYSTIA. LOONEY

! State of West Viginia
§ Wy Commission Expires May 8, 2020
## 304 TH AVENUE SOUTH CHARLESTON, WV 25303

ACKNOWLEDGEMENT FOR JAY-BEE PRODUCTION COMPANY

State of West Virginia,

County of Kanawha,

This instrument was acknowledged before me on Wﬂ v 4/ 2615 by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Virginia company, on behalf of the
company.

My Commission Expires:%/gmﬁgg L RON %M_)

Notary Public

(SEAL)

Ctficial Seal
Notary Public
State of West Virginia
Grace E. Fisher
Cily National Bank
#10 Hale St., Suite 100
S Charleston, WV 25301
=z My commisslon expires November 6, 2018

S e e e e
Ny
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This Instrument prepared by:

Larry W. George, Esq.

Special AsSistant Attorney General
West Virginia Départment of Commerce
One Bridge Place, Suite 205

10 Hale Street i

Charleston, West Virginia



Tract No. T6049D
Sale
Lease No.

THE STATE OF WEST VIRGINIA OIL AND GAS LEASE
NO SURFACE USE
(4 YEAR PAID-UP LEASE)

This Oil and Gas Lease (this “l.ease™) is dated and effective as of April 30, 20135, (the “Effective
Date™), by and between the WEST VIRGINIA DIVISION OF NATURAL RESOURCES, a division
of the West Virginia Department of Commerce, whose address is 324 Fourth Avenue, South Charleston,
West Virginia 25303, party of the first part, hereinafter designated as LESSOR, and Jay-Bee Production
Company, a West Virginia company, whose address is 3570 Shields Hill Road, Cairo, WV 26337-6405, party
of the second part, hereinafter designated as LESSEE.

UNDER AND PURSUANT TO THE PROVISIONS OF THE CONSTITUTION AND LAWS OF
THE STATE OF WEST VIRGINIA RELATING TO LEASING PUBLIC LANDS BELONGING TO THE
STATE OF WEST VIRGINIA, WITNESSETH:

1. Grant of Lease. In consideration of the bonus of Fifty Five Thousand One Hundred Sixty
Four and 69/100 Dollars ($55,164.69) for 4.0625 net mineral acres paid at closing to Lessor, the royalties to
be paid, and the covenants, obligations, stipulations and conditions to be observed and performed as herein
set forth, Lessor does hereby demise, lease and let unto the Lessee the following described tracts of fand for the
sole purpose and with the exclusive right of exploring, drilling, completing, operating for, and producing
oil, gas, and other liquid or gaseous hydrocarbons (including, by way of example and not limitation, any and
all natural gas liquids such as butane, ethane, isobutane, natural gasolines, pentanes, propane, and similar liquids
or byproducts) produced in association with the oil or gas in or underlying the Leased Premises (the “Granted
Minerals™), situated in Elisworth District, Tyler County, West Virginia, and being more particularly described
as follows:

Tax Map 30, Parcel 1 (Also referenced as Jay-Bee Tract #T6049D)

The land referred to in this document is situated on the waters of Jug Run, Elisworth
District, Tyler County, West Virginia, bounded and described as follows, to wit:

Beginning at a stone, corner to Levi Lasure tract of land; thence South 88 )2 West 21 1/5
poles to a stone; thence South 76 West 34 poles to a Chestnut Oak; thence South 84 %%
West 38 poles to a Hickory; thence South 59 2 West 20 poles to a stone; thence South 21
West 9 poles to the public road; thence with the road 41 "4 poles to a White Oak; thence
North 52 East 62 4 poles to a stone; thence North 11 West 31 poles to a Beech; thence
North 71 East 119 2/5 poles to a stone; thence North 23 ¥4 East 54 poles to a stone; thence
South 71 Y West 22 % poles to a stone; thence South 64 West 25 poles to a stone; thence
South 23 % West 17 1/5 poles to the beginning, containing 65 acres.



Containing 65 acres, more or Iess (the “Leased Premises”). Lessor represents and warrants to Lessee that the
West Virginia Division of Natural: Resources is the proper agency or mstrumentahty of: the State of West
Virginia to enter into this Lease for.the- purpose of leasmg the Granted Minerals and Leased Premises to Lessee
on the terms set forth herein, and that the Director of the West Virginia Division of Natural Resources is vested

with the full legal authority and i is. duly authorized to execute this Lease on behalf of the Lessor and the State
of West Virginia. :

2, Limitations on the;'Grant of' Lease.

a. Surface Actwltles Prohlblted -This lease" does not include, and specxﬁcally prohibits and
excludes the right to enter upon or_ conduct exploratlon for, drllhng, and. production and marketmg activities
of any kind associated with the Granted Minerals, or any other activities by Lessee, its representatives,
employees, contractors, agents, and afﬁhates onthe surface of the lands covered herein, if any, including, but
not llmlted to the construction of any plts and/or plpelmes or gathering lines on the Leased Premises

. b No Storage. Lessee may-not use the Leased Premises, or any part thereof, for gas, oil,
hydrocarbons, or brine storage purposes )

c. Use of Surface or Subsurfaee Water. Lessee shall not use the surface waters or the
groundwaters located within the Leased Pr_emises.

d. Reserved Rights '_o_f ‘Lessor. Lessor reserves all rights not granted in this Lease, and
specifically excepts herefrom all-mingrals other than the Granted Minerals including; by way of example and
not limitation, geothermal energy, salt; brine, coal “and coalbed methane.

3. Facilities Developmen_t All development and productlon activities and facilities shall be
constructed on adjoining and/or~pthei_lland_s ‘butnot the Leased Premises and above and, if applicable; outside the
high water mark of the Ohio River, other‘waterways or islands therein, except to the extent horizontal well laterals
are located underneath the bed, banks and shores of the same Leased Premises. -

-4 Term. This Lease shall feniain in force for a term of Four (4) years from the date hereof '

(“Primary Term™), and as long thereafter as Granted Minerals are produced from the Leased Premises of on
acreage pooled therewith, or drilling operations are continued as hereinafter provided. If, at the expiration of
the Primary Term of this Lease, Gfanted Minerals are not being produced on-the Leased Premises or on acreage
pooled therewith, but Lessee is then engaged in drilling or re-working operations thereon, then this Lease shall
continue in force for so tong as operations are being-continuously prosecuted on the Leaséd Premises or on
acreage pooled therewith (“Operations™). Operations shall be considered to be continuotisly prosecuted if not
more than one hundred twenty (120) consecutive days shall elapse between the completion or abandonment of
one well and the beginning of operations for the drilling of a subsequent well. 1f after discovery of Granted
Minerals on the Leased Premises or on acreage pooled therewith, the production thereof should ‘cease from any
cause after the Primary Term, this Lease shall not terminate lf Lessee commences additional drilling or re-
working operations within-one hundred-twenty(120) days from date of cessation of production or from date of
completion of adry hole. If Granted Minerals'shall be discovered and produced as a result of such operations
at or aftér the expiration of the Primary Term of this Lease, this Lease shall continue in force so long as Granted
Minerals are produced from the Leased Premlses oron acreage pooled therewith.

5. Unitization. Lessee -may-. voluntarlly pool, consolidate, or. unitize portlons of the Leased
Premises as to hydrocarbon bearing geologic formations in order to constitute a unit for the purpose of explormg
for and producing Granted Minerals.- Sald uiiit may not exceed Six Hundred Forty (640) acres and shall be
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comprised of lands contiguous to the Leased Prenises and/or in the wcmlty of the Leased Premlses provided:
that the unit may, with the written consent of Lessor, be larger, but no greater than One Thousand, Two Hundred
and Elghty (1,280) acres, which consent shall not be unreasonably. withheld, if that unit, in companson to a unit
of Six Hundred Forty (640) acres, shall _provide for the greater development of the Granted' Minerals in
comphance with the diligent development and protection from drainage.requirements of Paragraph Fourteen of
this Lease. Once formed, the unit(s) may not be.reformed, re—pooled altered, amended, or changed in any manner
without the prior wrnten consent of Lessor, which consent shali not be unreasonably withheld, conditioned or
delayed. In the event the Leased Premises are so pooled, consolidated, or unitized, Lessor agrees to accept such
proportion of the production royalty prescribed by this Lease as the acreage contributed by this lease bears to the
total acreage comprising any such unit(s).

6. Pugh Clause — Horlzontal and Vertical. As to any acreage of the Leased Premises which
is not included within any properly. constltuted and publicly recorded- production unit at the expiration of the
Primary Term, as extended herednder, this Leéase shall automatically terminate, and be of no further force or
effect. Further, and to the extent Lessee has established production in paying quantities beyond the expiration
of the Primary Term on the Leased Premlses or lands pooled therewith, the Lease shall terininate, on a
production unit-by-production unit basis, as to all depths, horizons and zones lying at least One Hundred feet
(100°) below the deepest producmg horizon on the Leased Preémises or any lands pooled theréwith determined
by reference to the deepest producmg horizon in each respective production:unit. Thereafter, this Lease shall
continue in fuil force and effect for all depths, horizons and zones lying above the depth of One Hundred feet
(100°): below the deepest producing formation of a particular production-unit as to all acreage located within
that particular production-unit. Upon the drilling and completion of a well within a production unit containing
at least a portlon of the Leased Premises, Lessee shal! file a declaration of pooling and ‘unitization within a
reasonable time in the records of the Office, of the Clerk of the County Commission of the county in which the
applicable Granted Minerals are situated. -

7. Roydlty,;

a. Dellvery and Payment Lessee-shall deliver or cause to be delivered to the Lessor, or its
successors, nominees,.agents, or assigns,.at no cost to Lessor, a royalty equal to Twenty Percent (20%) or
One- Fifth of Eight Eighths (1/5 of S/Sths) of the Gross Proceeds realized by Lessee, or any Afﬂhate of Lessee,
from the sale of the Granted Mmerals produced and sold from the Leased Premlses

i Gross Proceeds. Gross. _Proceeds means the total monies ‘and other consideration accruing
to Lessee for the disposition of ‘the-Gratited Minerals and/or any other marketable by-products including
condensate, produced from the Leased Premises. Gross Proceeds shall be calculated based on the total gross
volume™ of Granted Minerals produced -and” sold, excluswe of productlon and post-production costs and
severance taxes or other taxes of any | nature.

ii. Affiliate of Lessee Af’ﬁllate of Lessee means any person, corporatlon firm, or other entity
in Wthh Lessee, -or any parent company, subsidiaty or affiliate of Lessee, owns an interest of Five Percent
(5%) or more, whether by stock ownership or otherwise, or over which Lessee, or any parent company or
affiliate of Lessee éxercises any degree of control, directly or indirectly, by ownershlp, mterloekmg
directorate, or in any othier manner; and any corporation, firm or other entity which owns any interest in
Lessee, whether by stock ownershlp or otherwise, or which exercises any degree of control, directly or
indirectly, over Lessee, by stock ownershlp, interlocking . dlrectorate orin any other manner.

b. Due Dates of Royalty., Lessee shall pay Lessor all royaltles that may become due under
this . Lease within one hundred twenty (120) days after- the fi rst day of ‘the month following the month
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during which any well- commences production into-a pipeline for sale of such production. Thereafier, all
royalties shall be paid to Lessor on or before the last day of the third month following the month of production
or within Nlnety (90) days after the first day of the month following, whichever is longer.

c. Automatic Termlnatlon for Non—Payment of Royalty. If royalty is not paid within the
time prescribed in the preceding sub-section entitled Due Dates of Royalty, Lessor will provide Lessee written
notice of nonpayment of royalty in accordance with paragraph 32 of this Lease. If Lessee fails to pay Lessor
royalty actually due and owing to Lessor within Thirty (30) days from Lessee’s receipt of such notice, this
Lease will automatically terminate. Inaccurate royalty payments shall not be governed by the. provisions of thls
paragraph 7 (a)(c), but shall be resolved i in good faith between Lessor and Lessee in a timely manner.

Lod Production & Post-Pf-ogiuctiop Costs. Neither Lessee, nor any Affiliate of Lessee, may
reduce Lessor’s royalty for any post-production expense, including, by way of example and not limitation,
pipelines, surface facilities, telemetry, gathering, dehydration, transportatien, fractionation, compression,
manufacturing; processing, treating, of: marketing -of the Granted Minerals or any severance or other taxes of
any nature paid on the. production theréof. Royalties under this Lease shall be based on the total proceeds of
sale of the Granted Minerals, exclusive of any and all production and/or post-production costs.

‘ 8.  Method of Paymenf.' All rents, -royalties, bqnuses, or other paymerits aceruing and/or
owing from Lessee to Lessor under this Lease shall-bé made or tendered in the following manner:

a. By certified or cashier check delivered in accordance with paragraph 32 of this Lease, or

b. By direct deposit or wire transfer to-the credit of Lessor as provided in writing by Lessor
to Lessee in writing by a separate instniment delivered contemporan‘eous‘ly with this Lease.

9. Information, Metering, Lessor’s Right to Audlt Upon request, Lessee shall furnish to
Lessor copies of title opinions covering the Leased Premises;-copies of ﬁlmgs made by Lessee with the
Department of Environmental Protection. related to ‘the Leased Premises; copies of daily drilling reports,
gauge tickets, sales receipts, division orders, or amounts of gross -production; copies of gas contracts or any
other agreements pursuant to which Lessee will sell, use, transfer, process, or dispose of the Granted Minerals
produced from the Leased Premises; “and/or any other information related to the production and sales of the
Granted Minerals. Lessee shall meter gas deriving from the Leased Premisés at the wellhead in accordance with
West Virginia law. Lessor shall, on an annual basis, have the rlght to audit the books, accounts, contracts,
records, and data of Lessee pertalnlng to the development and sale of the Granted Minerals.

10. Quarterly Royalty Statement, Annual "Report. Lessee shall furnish an annual report,
mcludmg production volumes and sales, prices, to the Lessor not less than annually on the anniversary date of
this Lease, unless otherwise requested by Lessor. The Lessee shali include the following information no less
frequently than once per calendar quarter, either on the check stub of a royalty. payment or on an attachment to
or enclosure with a royalty payment:

a.  The lease, property, or well.names and the well identification numbers on which royalties are
being paid; : :

b. The month and year during which the sales occurred for which payment is being made;

c. The total production from the well or sveifls expressed as the iumber of barrels of oil or the total

4




amount of gas in million cubic feet (MCF) and the volume of any other Granted Minerals, condensate, or other
constltuents therein which were sold '

d. The price per barrel of oil and 'EerMCF of gas sold; and

e ‘The name, address, and telephone number of a contact person where the Lessor may ebtain
information about royalty payments made by the Lessee hereunder '

11. Shut-In Royalty Ifa well has been completed capable of production in paying quantmes
~and has been-temporarily shut-in for lack of a market, Lessce shall pay Lessor annually, on or before Ninety
(90) days of such shut-in event, the surh of One.Hundred ($100.00) Dollars per acre for the first year, and
Two Hundred Fifty Dollars ($250.00) per acre for the.year thereafter on the. ensuing anniversary. In no event
may Lessee maintain this Lease by payment of shut-in royalty beyond a continuous two-year period, and this
Lease shall terminate automatrcally on the first day followiig-the_second anniversary date of initial shut-in.
Addltlona]ly, in no event may Lessee maintain this Lease by payment of shut-in royalty beyond a cumulative
three-year period during which all production of Granted Minerals was shut-in, and this Lease shall terminate
automatically on-the first day following the date that all prodiction of Granted Minerals has been shut-in for a
cumulative period of Three (3) years.

12. - Notice of Intent to Drill and Complete. Lessee shall supply Lessor prior written notice of
Lessee’s intention to drill at least fourteen (14) calendar days prior to the spudding in of a well associated
with producing the Granted Minerals. Lessee shall also supply Lessor with a copy of Lessor’s completlon
report of such well or wells wrthm "thirty catendar (30) days of completion.

13, Dlllgence, Duty to Drill Offset Wells Lessee shall conduct its drillin g operatlons hereunder
ut1l|zmg best industry- practlces in existence- at the time of such drilling, and shall otherwise conduct its
operations in a good and workmanlike manner-as a reasonably prudent operator would under the same or
similar circumstances until all drilling and producmg operations are completed, or until such time as the final
well is plugged and.abandoned. . Additionally, -if Granted Minerals are discovered on or in the Leased
Premises, Lessee shall further - -dévélop -and-produce the Leased Premises as a reasonable and prudent
~operator would, .and exercise all-due diligence: in -drilling additional well(s) as may be necessary to fully
develop the Leased Premises. Lessee shall protect the Granted Minerals in and under the: Leased Premises
from drainage by wells on adjoining or nearby tracts or leases, including those held by Lessee or any Affiliate
of Lessee. Neither the rentals, royaltles nor. any other consideration set-forth under this Lease shall relieve
Lessee of its obligation. to reasonably clevelop and produce the Leased Premises and to reasonably protect the
Granted Minerals in and under the Leased Premlses from dramage or other damage

14. "Waste Prohlbrted Damage Lessee shall_not commit,_or-cause to be committed, waste,
damage, or pollution to the Leased Premises. Lessee shall-take all reasonable steps to prevent its operations
from causing or contributing toesoﬂ erosion, or to- the injury of @@rraces,. grades, embankments, other soil, or
structures on the Leased Premlses Lessee shall not pollute the suiface or Subterranean waters of the Leased
Premises, any reservoirs, springs, -streams, irrigation ditches; stock ‘ponds, -or other wells” on the Leased
Prémises. Lessee shall not deerease ‘the fertllrty of the soil, damagmg any crops, grasses, timber, or pastures
on the Leased Premises, and shall not harm or injure any animals; fish; or-livestock on or in’the Leased
Premises, or damage any buildings, roads, structures or other 1mprovements ‘on the Leased Premises. Lessee
shall preserve the Leased Premises, and upon the termination. of this Lease, promptly surrender and retumn

the Leased Premises to the Lessor-in the same condition, or. substantlally similar condition, as the Ledsed
Premises were in pnor to Lessee taking possession of the Leased Premlses ‘Lessee shall compensate Lessor,
its successors or assigns, for damages caused by Lessee to-any being or thmg which is the subject of this
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provision.

15, Well Plugging. Before abandoning any well associated with this Lease, Lessee shall securely
plug and abandon such well or wells in accordance with the rules and regulations of the West Virginia
Department of Environmental Protection and the laws of the State of West Virginia, and any other governmental
agency having jurisdiction.

“16. Record Management. The Lessee shall keep an accurate account of all drillirig operatiohs,
lncludmg but not limited to the following: a log of each well drilled, duly sworn to by the contractor or driller;
original gas sales contracts with amendments; gas balancmg agreemenits and schedules; information concerning
litigation, settlement agreements, or other agreements relating to sales and pricing of the Granted Minerals.

17. Ratification. No instrument executed by Lessor, sha]l be effective to constitute a ratification,
renewal, extension or amendment .of this Lease unless such mstrument is elearly titled to indicate its purpose
and intent.

18. Compllance with. Applrcable Law This Lease shall’ be subject to the Constitution and laws
of the State of West Virginia and the rules and-regulations of ‘the. West Virginia Division of Natural
Resources and the West Virginid Department of Environmental Protéction now or hereafter in force, all of
which are made a part and condition of this Lease; provided, that no fegulation made after the execution of
this- Lease affecting either the length of the term hereof, the rate of royalty, or payment hereunder, or the
assignment hereof, shall operate to alter the terms-arid condrtrons of this Lease. Lessee agrees to comply in
all'material respects with the laws, rules and- regulatlons of the State. of West Virginia and the United States of
America, : -

19. Insurance. A company ticensed- by the West Vlrglnla Insurance Commission to do business
in the state of West Virginia shall underwrite all polrcres required by this Lease. Lessee, and/or any person
or entity acting on Lessee’s behalf under this Lease, shall maintain with one or more such licensed insurance
carriers at all times during which this Lease remains in force and- effect sufficient workers compensation
and employer s liability insurance, commiercial general Ilablllty and umbrel]a llablllty insurance, business
auto and umbrella liability msurance and envrronmentat lrablhty insurance in the amount of at least
Twenty-Flve Million Dollars ($25,000,000. 00), combined single limit, 1dent1fymg Lessor as an additional
insured (except for workers compensatlon and employer’s liability), and shall be primary coverage for Lessor.
Said policy or policies, declaration pages and certificates of insurance thereof shall be delivered to Lessor
upon commencement of the Lease, and upon each renewal of said insurance policy. The insurance policies
required imder this paragraph 19 shali namé Lessor as an additional insured, except for workers compensation
and -employer’s liability with regard to the Leased Premises, and shall reﬂect that the insurer has waived any
right of subrogation against the Lessor. :

20. Bonding. ‘Within Thirty (30) days from the Effectivé Date of this Lease, Lessee shall post a
surety bond in favor of the Lessor in an amount of Two Hundred Thousand Dollars ($200, 000.00) to secure
payment of all sums due and performance of all obligations arising under this Lease.

21. Assignment. “The rrghts and -estate of Lessee (or any permltted assignee or transferee of
Lessee) . hereunder may not be assigned or otherwise transferred,. in ‘whole or in part, without the prior
written consent of Lessor, “which consent shall not be unreasonably w1thheld In the event Lessee proposes
to a551gn or transfer this Lease, the Lessee shall grve Lessor written notlce of its intent’ to assign or transfer its
interest in the Lease, which notice shall specify the type of a551gnment or transfer contemplated, the identity
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and contact information of the proposed assignee or transferee, and the timeframe of the proposed assignment
or transfer (“Transfer Noti¢e™). Upon delivery of a Transfer Notice to the Lessor, Lessor shall have Fifteen
{15) days to either: (a) consent to the proposed assignment or transfer by delivering written its consent to Lessee;
or (b) in its reasonable discretion, withhold its consent to the proposed assignment ot transfer by delivering
written notice to Lessee that it is withholding its consent and specifying the reasons therefor. In the event that
Lessor fails to respond to a Transfer Notice within the fifteen-day period spec;_f ied in the 1mmed1ately preceding
sentence, Lessor shall be deemed for all purposes under the law to have approved the assignment or transfer
outlined in the Transfer Notice, and to have consented to such assignment or trarisfer in the.same manner as if
it would have delivered its written consent to Lessee.

22, Default. The occurrence of any of the following shall be deerned a default of this Lease:

a. Failure of Lessee to timely pay Lessor any amounts required under this Lease in
accordance with paragraph 7.

b. If any ‘creditor of Lessee; its- agents and/or assrgns takes. any action to- execute on, gamlsh
or attach the Lessee’s assets located on or accessing the Leased ‘Premises. This provision shail not impair
Lessee s ability to mortgage its interests in the Granted Mmera!s or the Leased Premlses

c¢.  Failure of Lessee to obtdin any requisite “prior written"consent”'as set forth within this Lease.
d. Failure of Lessee to maintain insurance in the type and amount as set forth within this Lease.
e. Shut-in of Lease exceeciing the periods set forth in paregrépﬁ 11 of this Leese.

23. Notice of Defauit or Breach If Lessor considers that Lessee has failed to comply with its

bhgatlons under this [.ease, whether express and implied, Lessor. shall notify Lessee in writing, setting
out.in what respects Lessee has breached this Lease. Lessee shall then have Thirty (30) days after receipt
of said notice to cure all alléged breaches asserted by Lessor of, if it is not practlcal to cure such. alleged
breachies within thlrty (30) days ‘then Lessee shall have Thirty (30) days to commence curing the alleged breach
and dtllgently and continuously pursue to completlon such cure. If Lessee, having received such written notice
of breach of Léase, shall thereafter fail or refuse to satisfy in- the timeframes set forth in the immediately
preceding sentence, or respond in a meaningful fashion to Lessor’s notice;, this Lease shall automatically cease
and terminate. Upon such termination, Lessee agrees- to (a) 1mmed1ately ‘and unconditionally surrender
possession of the Leased Premises, or of the portion of the Leaséd Premises included in such notice of breach,
and (b) plug and abandon any producing or non- producing’ well(s). -

24, Remedles for Default or Breach. The Lessor shail be entitled to recover from the Lessee
any and all royalties, charges, or claims of eveiy kind and nature due and-owing and/or arising out of this
Lease, upon failure to comply with the provisions of this Lease and to -take 1mmed1ate possession of the
Leased Premises. If Lessor institutes proceedings to clear title or take possession of the Leased Premises,
Lessor shall be entitled to recover from Lessee its attorney fees and costs, mvestlgatron costs, any expert fees,
and any other costs or expenses related to such proceedings.”

25, Surrender of Lease. The Lessee may surrender this Lease or any’ pan of this Lease if, and
only if, Lessee is not then in default of any obligations under this-Lease and upon payment of all liabilities
then accrued and due. Such surrender -must be evidenced by.written “notice dellvered to Lessor Thmy
(30) days prior to the effective- date of surrender. Lessee shall deliver to Lessor & release or releases in
recordable form approved by Lessor and Lessee shall release the applicable portlon -of this Lease upon
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-expiration. Lessee may fiot release any portion of this Lease, mcluded ina pool or unit as long as Operations
are being conducted on such pool.or. umt “Any partial release must descnbe all depths and horizons in and-
under the Leased Premises S0 released : S i -

%6. " No Warranty of Tltle . o R

a - Lessor makes no representation of t1t|e or ownersh1p, e1ther express or implied, and further
makes no warranty as to the ‘actual: or ‘potential-presence of Granted. Mifierals: Lesseé represents it has
performed all necessary due dlllgence regarding the title or ownership of the Granted Minerals, and agrees to
be bound by the quantum of acreage as: set forth in the Legal Description above

b. Lessee shall not1fy Lessor of any adverse clalm to the’ Leased Premises affecting title to all or
a.portion of the rights to develop the-Granted Minerals, and ‘Léssor may, with the approval of the Attorney
General, enter into an escrow arrangement for future rents and royalties accruing to such disputed- portion of
" thé Leased Premises-under terms and condltlons that the Attorney General feels proper to safeguard the rights
and interest of the State of West Virgmia

¢c.  Ifan adverse claimant ﬁles suit against the State of West Virginia or against Lessee claiming
titleto aliora portion of the Granted Minerals, or if-the Lesseg; after receiving notice of an adverse claim,
institiites 11t|gation in a court of competent jurisdiction to, adjudicate the validity of the claim, the rents and
royaltles accruing to the litigated portion shall be placed in an escrow account until such’ ‘tirhe as the ownership

‘ of the disputed interest s determmed bya court of competent _]uI‘lSdlCthl‘l ,

d. If'a court of competent Jurlsdtctlon determmes that Lessor, does not have t1tle to all or part of
the Granted Minerals.in the Leased Premises, the rentals, royaltiés, afid bonus thereafter accruing from any part
_as to which this Lease covers Iess ‘than the full interest in-such Granted Minerals, shall thereafter be paid only
in the proportion which the mterest therem if any, covéered by. this- Lease. bears to the whole and undivided
fee simple estate ‘therein. Any sums of money paid pursuant to this Lease are not reimbursable to Liessee.

- 27. Indemmty Unless caused by the negligence of Lessor or any agent, servant, or employee of
Lessor Lessee shall defend mdemnify protect and hold hatmless Lessor and Lessor’s heirs, SUCCESSOTS,
l1ab|lity, loss, damage or expense of any tand every ‘kind. and" nature mcludmg wrthout limitation costs
expenses, and attorneys’ fees, for injury (mcluding death), . or damage to’ persons or property (including
environmental damage to the.surface, waterways or subsurface “estates, of any person, firm, corporation, or
other: -entity)-arising out of, 1nc1dental 10, or resultmg from (i) the operations or activities of Lessee or Lessee’s
servants, agents, employees, guests licensees invitees or- 1ndependent contractors onvor in the Leased Premises;
(i) the_exercise of any right- granted under thls"Lease .and/or;. (iii). any obligation imposed under - this
Lease Any successor in interest of any rlghts of Lessee in- thls Lease shall llkerSC be obligated to defend

as the origmal Lessee. i

-~28.  Limitations on~Drlllmg From- and aﬁer the Effective Date of this Lease, Lessee shall not
commence constructron ‘of any iew wellpad that is Intended to produce the Granted Mmerals from the Leéased
Premises if ‘such wellpad would be located wrthm Five Hundred. Fifty. feet (500 ) of any outside boundary’ of
the tracts. comprismg the Leased.: Premises measured lmearly from any: pomt “along. said- tract boundary to the
midpomt of the secondary containmetit berm of a: particular wellpad -Leéssorand Lessee agree that the limitation
on pad construction and/or location set forth in this;paragraph 28 is- 1ntended 1o reduce any long-term, substantial
interference with the public’s use of the surface of the Leased Premises as it exists on. the date of the Lease.
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Further, if Lessor determines in its reasonable discretion after conducting a proper investigation that the drilling
activities of Lessee related to the production of Granted Minerals from the Leased Premises have created a
long-term, substantial interference with the public’s use of the surface of the L.eased Premises as aforesaid, then
Lessor shall have the right to seek from Lessee additional measures or controls to mitigate such long-term,
substantial impairment caused by Lessee’s said drilling activities.

29, Force Majeure. If Lessee is prevented from complying with its obligations under this Lease,
express or implied (except payment of money), due to scarcity of or inability to obtain or use equipment or
material or by operations of Force Majeure, or any federal or state taw, or any order, rule or regulation, then,
while so prevented, Lessee’s obligation to comply with such this Lease shall be temporarily suspended, and
Lessee shall not be liable in damages; and this Lease shall be extended only so long as Lessee is prevented
by any such cause from conducting Operations on or in the Leased Premises; provided, in no event shall
Lessee’s performance be suspended as a resuit of Force Majeure, federal or state law, or any rule or regulation
for a period in excess of two (2) consecutive years. As used herein, the term “Force Majeure” shall mean acts
of god such as flood, fire, adverse weather conditions, war, sabotage, rebellion, insurrectton, riot, strike or
labor disputes, or by other cause(s) not within Lessee’s control, but shall specifically gxclude scarcity, cost,
or inability to obtain or use equipment, contracts, personnel, water, or other material(s).

30. Further Assurances. Each of the parties hereto shall, and shall cause its respective afftliates
to, from time to time at the request of the other party, without any additional consideration, furnish the other
party such further information or assurances, execute and deliver such additional documents, instruments and
conveyances, and take such other actions and do such other things, as may be reasonably necessary in the
opinion of counsel to the requesting party to carry out the provisions of this Lease. In the event that Lessor is
not the proper agency or instrumentality of the State of West Virginia to enter into this Lease, as stated in
paragraph 1 herein, Lessor shall cause all of the proper agencies or instrumentalities of the State of West
Virginia, without any additional consideration, to join in this Lease, as Lessor, upon the same terms provided
herein.

31. Governing Law. This Lease shall be governed by the laws of the State of West Virginia and
any dispute arising out of this Lease shall be finally resolved in a West Virginia court of law having jurisdiction
thereof.

32. Notices and Payments. All notices and payments which are permitted or required under this
Lease shall be in writing and shall be deemed valid and received if delivered personally; by registered or
certified mail, return receipt requested; or by special carrier (such as Federal Express or UPS), with signature
required, to the Lessor and/or the Lessee to the following addresses, unless otherwise agreed by the parties in a
signed writing:

a. To Lessor:

West Virginia Division of Natural Resources
Attn: Office of Land and Streams

324 Fourth Ave

South Charleston, WV 25303

b. To Lessee:

Jay-Bee Production Company



Attn Brian Paugh Vlce Pre51dent of Land
N 3570 Shields-Hitl Road "~ -
Cairo, WV 26337-6405

: 33.,-' Successors in Interest The terms condmons eovenants _obligations, cons1derattons or
requ1rements of this Lease shall extend to and’ be- bmdmg upon’ the*parties hereto, their heirs, successors,
executors admmlstrators and a551gns all of Whonm shall be Jomtly and severally liable.

34, Severablllty Should any oné or. more -of - the prov1snons in this Lease become or be
determined to be void or invalid by a court having Junsdlct:on thereof m whole or in part, the remaindef of
this-Lease shall remain in full force and effect '

_ 35. Counterparts Thls Lease may be executed in any number of counterparts, and by different
parties in'separate counterparts, “all of whlch shalt be-identical:- Each such counterpart shall be deemed to be an
original instrument; but ali such counterparts ‘together shall constituté but one mstrument

'IN WITNESS WHEREOF the partles hereunto subscrlbed thelr slgnatures on the day and year first above
written.

WEST VIRGINIA DIVISION OF NATURAL RESOURCES,
ON BEHALF OF. ITSELF AND OF THE STATE OF WEST
_VIR_GINIA

WGM

ATTEST: - _By RobertA. Fala; Director .
: ’ ' - West V:rgmla DlVlSlOl'l of Natural Resources

[ JAY-BEE PRODUCTION COMPANY

ATTEST: : o By Brlan Paugh 4 ‘E
) : " Title: Vice President of Land '
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ACKNOWLEDGEMENT FOR WEST VIRGINIA DIVISION OF NATURAL RESOURCES
State of West Virginia,
County of Kanawha,

Personally appeared before me, the undersigned Notary Public, within and for said County and State, ROBERT
A. FALA, to me known to be the person who subscribed the name of the West Virginia Division of Natural
Resources, a division of the West Virginia Department of Commerce, to the foregoing instrument, as its
Director, and acknowledged to me that he executed the same as his free and voluntary act and deed and as the
free and voluntary act and deed of such West Virginia Division of Natural Resources, a division of the West
Virginia Department of Commerce, for the uses and purposes herein set forth.

IN WITNESS WHEREOF, I have hereunto set my hand and Notary Seal on thisﬂ day ofM 2015.

My Commission Expires: g 2/‘02’0
L Nptary Public

(SEAL)

NGTARY PUBLIC OFFICIAL SEAL
LYSTIA. LOONEY
State of West Virginia

J My Commission Expires May 8, 2020
o 34 ATHAVENUE SOUTH CHARLESTON, Wy 25363

ACKNOWLEDGEMENT FOR JAY-BEE PRODUCTION COMPANY

State of West Virginia,

County of Kanawha,

This instrument was acknowledged before me on ///RY 4 Ro/4 |, by Brian Paugh, the Vice President of

Land, authorized representative of Jay-Bee Production Company, a West Virginia company, on behalf of the
company.

My Commission Expiresz%ymbﬁf_ L Lo/l %‘&

Notary Public

"~ OHicia Sea
Notary Public
State of West Virginia

{
{
Grace E. Fisher “
{

City National Bank
#10 Hale 5t., Suite 100
6 Charleston, WV 25301 ’ 11
7% My commission expires November 6, 2016
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This Instroment prepared.by:

Larry W. George, Esq.

Special Assistant Attorney General
West Virginia Department of Commerce
One Bridge Place, Suite 205

10 Hale Stre;:t
~Charleston, West Virginia
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