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PERMIT CONDITIONS

West Virginia Code § 22-6-11 allows the Office of Oil and Gas to place specific conditions upon
this permit. Permit conditions have the same effect as law. Failure to adhere to the specified

permit conditions may result in enforcement action.

CONDITIONS

1. If the operator encounters an unanticipated void, or an anticipated void at an unanticipated
depth, the operator shall notify the inspector within 24 hours. Modifications to the casing
program may be necessary to comply with W. Va. Code § 22-6-20, which requires drilling to
a minimum depth of thirty feet below the bottom of the void, and installing a minimum of
twenty (20) feet of casing. Under no circumstance should the operator drill more than fifty
(50) feet below the bottom of the void or install less than twenty (20) feet of casing below the
bottom of the void.

2. Pursuant to 35 CSR § 4-19.1.a, at the request of the surface owner all water wells or springs
within 1000 feet of the proposed well that are actually utilized for human consumption,
domestic animals or other general use shall be sampled and analyzed.

3. Pursuant to 35 CSR § 4-19.1.c, if the operator is unable to sample and analyze any water well
or spring within one thousand (1,000) feet of the permitted well location, the Office of Oil
and Gas requires the operator to sample, at a minimum, one water well or spring located
between one thousand (1,000) feet and two thousand (2,000) feet of the permitted well
location.

4. All pits must be lined with a minimum of 20 mil thickness synthetic liner.

5. In the event of an accident or explosion causing loss of life or serious personal injury in
or about the well or while working on the well, the well operator or its contractor shall give
notice, stating the particulars of the accident or explosion, to the oil and gas inspector and the
Chief within twenty-four (24) hours.

6. During the surface casing and cementing process, in the event cement does not return to the
surface, or any other casing string that is permitted to circulate cement to the surface and does
not return to the surface, the oil and gas inspector shall be notified within twenty-four (24)
hours.

7. Well work activities shall not constitute a hazard to the safety of persons.
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OIL AND GAS LEASE

THIS LEASE, made and entered into this _¢d GFY7 _dayof _ Xe 20/3 by and between:
Ente LLC

3573 Coopers Creck Road
Charleston, WV 25312

h:lt:::aﬁer called Lessor(s) and RESERVE OIL & GAS INC., 929 Charleston Road, Spencer, WV 25276, herein after
c Lessee,

WITNESSETH:

1. That the Lessor for and in consideration of the sum of ONE DOLLAR ($1.00) and other good and valuable
considerations in hand paid by the Lessee, the receipt of which is hereby acknowledged, and the covenants and agreements
herein contained, hereby grants demises, leases and lets exclusively unto the Lessee the lands hereafter described for the
purposes of prospecting, exploring by geophysical and other methods, drilling, operating for, producing oil and gas, or both,
and the constituents thereof, including coal bed methane gas, together with the right of way and easement to construct, install,
operate, repair, maintain and remove pipelines, telephone, power and electric lines, tanks, ponds, roadways, plants,
equipment and structures thereon to access, produce, save, stese; transport, and take care of any such substances produced
from the leasehold or produced from adjoining and neighboring lands, provided that any such easements shall survive the
term of this agreement for so long thereafter as operations are continued and the exclusive right to inject air, gas, water, brine
and other fluids into the subsurface strata, and any and all other rights privileges necessary, incident to, or convenient for the
economical operation of the lands for these purposes, said lands being situated in the Districts of __Elk
Counties of _ Kanawha State of __ WEST VIRGINIA __, and being bounded now or formerly substantially as
follows, to wit:

Tax Map__45A, 45B. 45 Parcel(s)_23.23.1.24.24.1,2526,27,28.29  More fully described in Deed Book
123 Page 331 known as George McClintic Farm .

WATERS OF: Elk River
ON THE NORTH BY: Blue Jay Way Limited
ON THE EASTBY : M. Gillespie
ON THE SOUTH BY: George K. Cabell
ON THE WEST BY : John W. Wright
hereinafter called "premises" being the same land conveyed in whole or in part to Lessor by Deed dated _April 4, 2003
from _Alma Y. King, Clerk of Kanawha County and recorded in_Deed Book 2572 at page 980 and also via Will
Book 854 at page 85. For all purposes of this lease, the premises shall be deemed to contain _150 acres, whether more or
less. This lease covers all of the land above, and in addition thereto, it covers and is hereby leased, let and demised to the
same extent as if they were described herein specifically, all lands owned or claimed by Lessor adjacent or continguous to, or
a part of the tract or tracts described hereinabove. For all purposes of this lease references to oil and gas or either or both of
them shall mean oil, or gas, or both and all substances which are constituents of or produced with oil or gas, including coal
bed methane gas, whether similar or dissimilar or produced in a gaseous, liquid, or solid state.

New__Hope

2. This lease shall remain in force for a term of Two (2) years from the date hereof and
as long thereafter as oil or gas is produced in paying quantities or this lease is maintained in force by any subsequent
provision hereof.

3. This lease however shall become null and void and all rights of either party shall cease and terminate unless, within
ninety (90) days from the effective date hereof, a well shall be commenced on the premises, or unless the Lessee shall
thereafter pay a delay rental of $5.00 Dollars per acre per year for the first year, $15.00 per acre for the second
year, and $25.00 per acre for the third year, payments to be made annually, until the commencement of a well. Upon
commencement of a well, the amount of any delay rental previously paid for that year shall be deducted from any proceeds
due the Lessor on a prorated basis.

4. All money due under this lease shall be paid or tendered to the Lessor by check made payable the order of and mailed

to:

LESSOR at address above and the
said named person shall continue as Lessor's agent to receive any and all sums payable under this lease regardless of changes
in ownership in the premises, or in the oil and gas or their constituents, or in rentals or royalties accruing hereunder until
delivery to the Lessee of notice of change of ownership as hereinafter provided.

5. Lessee shall pay Lessor as royalty for all oil and the constituents thereof, produced and saved from any well or wells
drilled on the leased premises, an amount equal to one eighth (1/8" ) or 12.5% of net proceeds received by Lessee from the
sale of such oil in the tanks, pipelines or other facilities, to which the Lessee may connect its wells, and shall pay Lessor as
royalty for all gas, coalbed methane gas and the constituents and related by-products therefrom, including all liquid, solid or
gaseous substances produced and saved from any sand or sands on the leased premises, an amount equal to one-eighth (1/8®
) or 12.5% of the net proceeds received by Lessee from the sale of such gas, coalbed methane gas, or the constituents and
related by-products therefrom, at the point of sale to an unrelated third party in an arms length transaction. In Calculating the
net proceeds received by Lessee from the sale of such oil, gas or coalbed methane gas and constituents(afl GeByedby-3
products therefrom at the point of sale, Lessee shall be entitled to deduct from such price received Lessor’s proportionate
part of all post production costs actually incurred by Lessee including, but not limited to, Lessee’s intern: st production
costs, all transportation, gathering, compression, processing, treating, dehydration and marketi charged to
Lessee, by a non-affiliated third party associated with the sale oil, gas, coalbed methane gas, and E ents and related

by-products therefrom. In calculating the net proceeds received by Lessee at the point o e the point at which the
oil, gas, coalbed methane or constituents and related by-products therefrom are meterey ang tfansferred fm&\‘ﬁm custody of
Lessee to an unrelated third party. s 1‘) «
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6. The consideration, land rentals, well rentals or royalties paid and to be paid, as herein provided, are and will be
acf:epted by the .stor as adequate and full consideration for all rights herein granted to the Lessee and further right of
:;l}l::lgeco: not drilling on the leased premise, whether to offset producing wells on adjacent lands or otherwise, as the Lessee

7.:1‘:0 well shall be drilled within 200 feet of the present buildings unless both parties consent thereto. The lessee shall
bury. plpehn?s, except necessary above ground appurtenances, below plow depth. The Lessee shall pay all damages
re]atm_g to growing crops, buildings, fences and trees caused by its operations under this lease. All reclamation of well sites,
tank sites and other surface damage shall be completed in accordance with the rules and regulations of the Department of
Energy, Division of Oil And Gas, of the state in which the well is drilled. Any damages if not mutually agreed upon, to be
ascertained and determined by three disinterested persons, one thereof to be appointed by the Lessor, one to be appointed by
the Lcssee and the third to be appointed by the two so appointed, and the award of the three persons shall be final and
conch'xswe. Each party shall pay any and all cost of the appraiser they have appointed and shall share the cost of the third
appraiser.

8. If LESSORS own the surface, where the well is located, Lessee may, at their option and free of any charge from
Lessors, allow the Lessor, at Lessor’s sole risk and cost lay a pipeline to any one gas well on the premises, and take gas
produced from said well for domestic use in one dwelling house on the leased premises, at Lessor’'s own risk, subject to the
use and the right of abandonment of the well by the Lessee. The first one hundred fifty thousand (150,000) cubic feet of gas
shall be taken free of cost, but all gas in excess of one hundred fifty thousand (150,000) cubic feet of gas taken in each year
shall be paid for at the last published rates of the gas utility in the town or area nearest to the leased premises or the field
market rate, whichever is higher. Lessor shall lay and maintain the said pipeline and furnish regulators and other necessary
equipment at Lessor’s expense. Lessor shall maintain the said pipeline, regulators and equipment in good repair and free of
all leaks and operate the same so as not to cause waste or unnecessary leaks of gas. If the Lessor shall take excess gas as
aforesaid in any year and fail to pay for the same, the Lessee may deduct payment for such excess gas from any rentals or
royalties accruing the Lessor hereunder, Lessor agrees to hold Lessee and the well operator and all parties in interest in any
well on the leasehold premises harmless from any claims of any nature whatsoever which may arise from the usage of gas
from any such well by the Lessor his heirs, executors, administrators and assigns.

8a. IF LESSORS do not own any part of the surface, Lessee may, at their option and free of any charge from Lessors,
allow the parties owning said surface to use said 150,000 cubsic feet of gas per annum for domestic use in one dwelling house
on said land. Said gas shall be taken and used wholly at user’s own risk free of charge in safe and proper pipes and
appliances, and said domestic gas user shall furnish and install, at their expense, the necessary regulating equipment and
pipeline for the safe use of same. Lessee shall provide a connection for said pipeline at a producing gas well on said
premises, or, at Lessee’s option, at a point on Lessee’s pipeline leading from said well. All gas used in excess of the above
stated amount in any one calendar year shall be paid for by the user of same at a fair domestic rate. All gas so taken and used
shall be subject to the use, operation and right of abandonment of the well and pipeline by Lessee, and Lessee shall not be
held liable for any accident or damage caused by the use of such gas, nor shall Lessee be liable for any shortage or failure in
the supply of gas for said domestic use. If, in Lessee’s opinion, this right is being abused in any way, then Lessee has the
right to discontinue said privilege by disconnecting the free gas pipeline from said well or from pipeline leading therefrom.

9. If during the primary term hereof, a well is drilled and is a dry hole and is plugged according to law, the Lessee may
continue the primary term in effect by either commencing operations for the drilling of a subsequent well, or by resuming
payment of said delay rentals, before the expiration of ninety (90) days from the said plugging date. In the event a well is
commenced during the primary term hereof, but is a dry hole and is plugged following the expiration of the primary term,
then the primary term shall be extended for ninety (90) days from said plugging date.

10. Lessee shall upon the completion of the first productive well upon said premises, or upon lands pooled therewith,
make a diligent effort to obtain a pipeline connection but delay shall not be cause for cancellation of this agreement, provided
that Lessee shall resume delay rental payments for quarterly periods, beginning one year from the date that the first
productive well is completed until said first well is connected to a pipeline. Likewise, in the event such a well is shut-in for
any reason after having produced in paying quantities, Lessee shall make shut-in royalty payments in the amount of five
dollars ($5.00) per acre, per year, beginning one year from the date such well is shut-in, provided that the well has not
produced during that year, and continuing until said well is returned to production.

11. No change of ownership in the leases premises or in any interest therein hereunder, shall be binding upon the Lessee
until thirty (30) days after written notice, by registered U.S. Mail, of such change and a certified copy or original instrument
is presented to the Lessee demonstrating such change. The rights of either party hereunder may be assigned, in whole or in
part, and the provisions hereof shall extend to their heirs, successors and assigns of the parties hereto.

12. The respective amounts of delay rentals, royalties and other payments are to be calculated in proportion to Lessor’s
interest in such rights with respect to which each such payment is made that is, in case the Lessor owns less of an interest in
any such rights than the full and entire interest therein, then the payments in respect to such rights shall be paid to the Lessor
in the proportion which Lessor’s interest in such rights bears to the entire interest in such rights.
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14. The Lessee shall have the privilege of using sufficient oil, gas and water, except water from I.c.ssofsb(x@@\.%or
operating the premises and the right at any times during or after the expiration of this lease to remove all plBQ,Wcasmg,

machinery, equipment or fixtures placed on the premises. The injection of water, brine or other fluids ugg e strata
shall be made only by Lessee's operations. The Lessee shall have the right of surrender of this lease or o rtion thereof by
00? ’
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written notice to the Lessor describing the portion which it elects to surrender, or by recording the surrender or partial
surrender of this lease, any of which shall be a full and legal surrender of this lease as to all of the premises or such portion
thereof as the surrender shall indicate and a cancellation of all liabilities under the same and all parties hereto relating in any
way to the portion or all the premises indicated on said surrender, and the delay rental hereinbefore set forth shall be reduced
in proportion to the acreage surrendered.

15. In the event the Lessee is unable to perform any of the acts to be performed by the Lessee by reason of force majeure
including but not limited to acts of God, strike, riots, and governmental restrictions including but not limited to restrictions
on the use of roads, this lease shall nevertheless remain in full force and effect until the Lessee can perform said act and no
event shall the lease expire for a period of ninety (90) days after the termination of any force majeure. Lessee to provide
written notice to Lessor of invocation of force majeure.

16. Lessor hereby warrants and agrees to defend title to the said lands and interest into the leasehold estate created by this
instrument. Lessor further warrants that the lands hereby leased are not subject to any valid prior oil and gas leases. Lessee
may purchase or lease the rights of any party claiming any interest in said land and exercise such rights as may be obtained
thereby and Lessee shall not suffer any forfeiture nor incur any liability to Lessor by reason thereof, Lessee shall have the
right at any time to pay for Lessor any mortgage, taxes or other lien on said lands, in the event of default of payment by
Lessor, and then be subrogated to the rights of the holder thereof. Any such payments made by Lessee for the Lessor may be
deducted from any amounts of money which may become due to Lessor under this lease.

17. In to event Lessor considers that the Lessee has not complied with all its obligations hereunder, both express and
implied, Lessor shall notify Lessee in writing setting out specifically in what respects Lessee has breached this contract.
Lessee shall have thirty (30) days after receipt of said notice within to meet or commence to meet all or any part of the
breaches alleged by the Lessor. The service of such notice shall be precedent to bringing of any action by Lessor on said
lease for any cause, and no action shall be brought until the lapse of thirty (30) days after service of such notice on Lessee.
Neither the service of said notice nor the doing of any acts by Lessee aimed to meet all or any of the alleged breaches shall
be deemed an admission or presumption that Lessee has failed to perform all its obligations hereunder.

18. It is mutually agreed that this instrument contains and expresses all of the agreements and understandings of the

parties in regard to the subject matter thereof, and no covenant, agreement or obligation shall be read into this agreement or
imposed upon the parties or either of them.

19. It is hereby understood and agreed that, if any abandoned well or wells of any kind exist on any part of this lease, any
such abandoned well or wells, together with a twenty-five foot radius around the well bore, are excepted and reserved from
this lease down to its original depth. It is further expressly understood and agreed that any such abandoned well or wells
shall be and remain the sole responsibility of the original owners of said well or wells and that the Lessee shall have no duty
plug or reclaim said wells. Storage wells shall not be allowed.

IN WITNESS WHEREOF, and intending to be legally bound, the Lessors have set their hands and seals the day and year

first above written. Signed and acknowledged in the presence of:
WITNESS:

New Hope Enterprises, LLC

S E Y Y ooyl Loyt

AP. Sharp{Jr. Haze¥Sharp
BY: @/ g/ Céé&b(_
"Pegfy Hamer
O
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STATE OF WEST VIRGINIA

COUNTY OF __ [{anawhay , } To-wit
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L %g{ ? lf%’/‘}, el » @ Notary Public of said County, do hereby certify that
AP. Sharp Jr., Hazel Sharp, and Peggy Hamer d b 2 New Hope Enterprises, LLC, whose names are signed to the within
writing has this day acknowledged the same before me in my said county.

Given under my hand this 57 _day of TEae  ,20)3.

A S st

Notary Public

My Commission expires: /‘Y'Of\l }7/)0} 7

Return to and Prepared by Reserve Oil & Gas Inc.
929 Charleston Road
Spencer, WV 25276
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