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SRC TITLE NO.: 063083A - BELLTOWN PROSPECT
OIL AND GAS LEASE

THIS OIL AND GAS LEASE (hereinafter called the “Lease™) is made and entered into this "~ day of

by and between___ THE COUNTY OF ELK, agovernmental body __, having a mailing address for
all purpose hereunder of _300 Center Street, Ridgway, PA 15833, hercinafter called LESSOR, and SEMECA
RESQURCES CORPORATION, a Pennsylvania corporation, having an office at 60 Earhart Drive, Suite 1, Williamsville,
New York 14221, hereinafler called LESSEE.

WITNESSETH, that LESSOR, for and in consideration of the covenants and agreements herein contained on the part of

demised, leased and let, and by these presents does hereby grant, demise, lease and let unto LESSEE, its successors an

LESSEE, to be paid, kept and performed, the receipt and sufficiency of which is hereby acknowledged, has granted.% D&Kﬂ

assigns, for its exclusive use and possession, for the purposes of (1) mining, exploring for (including geophysical

exp]oratmn actmtles) pmducmg, lreatmg, drllhng fnr and operatmg for oil and gas, (2) mwmny-undc:lanng—smﬁ
; ; m-other-lands, and (3) constructing,

operanng, usmg, mamtammg and removmg on or from the premises wells, plpelmes tanks, stauons roads, cathodic
protection devices, water (except from LESSOR'’s welis), oil and gas necessary for construction and operations, and other
supplies, devices, structures, equipment and facilities that are now or may in the future be necessary for or convenient in
producing, withdrawing, storing and transporting oil and gas, all that tract or parce! of land described as follows:

Town or Township: MILLSTONE County: ELK State: PENNSYLVANIA
WARRANT 2542 1,100 ACRES, MORE OR LESS
WARRANT 2548 1,000 ACRES, MORE OR LESS
WARRANT 2533 1,110 ACRES, MORE OR LESS

3,210 ACRES, MORE OR LESS
REF: Tr. Sales Book “B", page 3, Lines 3, 5 and 6 and Misc. Docket Book “C”, page 480 (metes and bounds legal)

(recording reference are to the deed or other official real property records of the county shown); containing for the purpose
of calculating rentals and royalties, the number of acres shown above, whether actually containing more or less. In addition
to the above described land, any and all strips, gores, strings or parcels of land adjoining or contiguous to the above
described land and owned or claimed by LESSOR are hereby leased to LESSEE. All tracts or parcels of land leased to
LESSEE herein, including strata and horizons underneath the surface thereof, are herein referred to as “the premises.” For
purposes of this Lease, oil and gas includes all hydrocarbens and other substances produced or associated therewith.

It is agreed that this Lease shall remain in full force and effect until midnight on the Tenth {10) anniversary of the date
hereof (the primary term) and as long thereafter as (1) drilling operations continue with due diligence, provided that
LESSEE has commenced drilling operations on any portion of the premises or any lands pooled or unitized therewith,
within the primary term, (2} an application for a drilling permit is pending with the appropriate authorities, and LESSEE,
after grant of such permit, commences drilling operations within a reasonable time thereafier and continues same with due
ditigence, provided said permit application was filed prior to the expiration of the primary term, (3) oil and gas or cither of
them is produced or withdrawn from any portion of the premises or any lands pooled or unitized therewith, (4) gas storage
operations are conducted in or on any portion of the premises, or (5) a completed oil or gas well would be capable of
producing oil or gas from any portion of the premises or any lands pooled or unitized therewith, but for acts of God,
unavailability or interruption of markets or pipelines, or any other causes, which have caused LESSEE not to commence
production from such well or to suspend production from such well.

IN CONSIDERATION OF THE PREMISES:
A. The LESSEE covenants and agrees as follows:

1* — To complete a well on the premises within three months of the date hereof or pay to LESSOR on or befare such
three month anniversary and annually thereafter the sum of Ten dollars ($10.00) per net mineral acre leased for each
twelve (12) months for which completion of a well is delayed {such payment may be hereinafter referred to as a delay
rental); and it is agreed that completion of a well shall be a full liquidation of all delay rental under this provision during the
remainder of the term of this Lease.
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2" — To pay to the Lessor, as royalty, the greater of (1} a minimum royalty of two hundred dollars ($200.00) _annually
per gas well producing gas from those strata or horizons of the premises not used for the storage of gas, for the period
beginning on the date of completion of such gas well; or (2) one eighth (1/8) of eight eighths (8/8) of the gross amount
received by Lessee for the quantities of gas sold and used off the premises from those strata or harizons of the premises not
used for storage of gas, calculated at the furthest upstream of (i) the actual point of sale or (ii) the first point downstream
from the boundaries of the premises at which it is delivered into a regulated interstate, intrastate or utility pipeline system or
a gathering system not owned by Lessee (the “first pipeline™); provided, however, that in the event the gas is compressed or
dehydrated by parties other than Lessee off the premises in order to permit its delivery into the first pipeline, the value of
the gas for royalty purposes shall be reduced by the reasonable costs (in money or in kind) paid to such parties, In the event
gas is processed for the extraction of liquids and such liquids are sold, royalty shall be paid on the gross amount received by
Lessee for the sale of such liquids and the residue gas, less the reasonable costs (in money or in kind} charged by the
processing plant(s). If Lessee collects, from the purchaser of the gas, any sales taxes, gross receipts taxes, gross receipts
tax surcharges, import taxes, or other similar taxes, the amount of such taxes shall not be included in the value of the gas for
the purpose of calculating royalties. If Lessee pays a production tax or severance tax on the quantities of gas sold from the
premises, the rayalty payable hereunder shall be reduced by the amount of such tax attributable to such quantities.

To pay to the Lessor, as rovalty, one eighth (1/8) of eight eighths (8/8) of the gross amount received for oil sold and
used off the premises {less all applicable excise taxes, including production, severance and windfall profits taxes, and less
transportation processing, and treatment costs, if any}.

It is agreed that the plugging and abandonment of any well producing oil or gas from the premises shall be a full
liquidation of all royalty with respect to such well during the remainder of the term of the Lease.

4 —To pay 1o LESSOR an-as rental-of $2.08-per-acre-fo atitization-of-one of more sizaiani " W
r

premises Torstorage.qperations, for so long as eny stratum is so utilized, and to give to LESSOR written natice of the use of

the premises for storage opératiens; and it is agreed that said storage-rentdl is in lieu of delay rental and royalty payments, K
except that storage rental and royalty payMments—shail be paid simultancously by LESSEE if LESSEE simultaneously Qg(
conducts storage operations in one-er 1¥iore strata in the premises umdproduces gil or gas from one er more other strata; and

it is further agreed-thaT the termination of gas storage operations shall be a full liquidation of at-sturage-reptal-during the mﬁ
rematfderofthe-term of this Lease.

4* _ To correct any damages LESSEE may cause to crops, fences or structures as a result of its operations, and to
restore, as much as possible, all surface used by LESSEE to its condition existing prior to drilling, or, at LESSEE’s option,
to pay to LESSOR reasonable damages, provided that LESSEE has received written notice from LESSOR specifying the
damages.

5™ _ To drill no well within two hundred (200) feet of any dwelling or barn now on the premises without the written
consent of the LESSOR.

B. The LESSOR covenants and agrees as follows:

I* - To erect no dwelling or barn within two hundred (200) feet of any producing well drilled on the premises or any
acreage pooled or unitized therewith, or within fifty (50) feet of any pipeline, without the written consent of the LESSEE.

2 _ That LESSOR has full title to the premises and to all the oil and pas therein at the time of granting this Lease,
and forever warrants title to the leasehold estate hereby conveyed to LESSEE, that LESSEE shall have exclusive, full and

quiet possession of the premises for the purposes set forth herein, and that LESSOR shall not interfere in the operations of
LESSEE hereunder.

C. [tis mutually agreed by and between LESSOR and LESSEE as follows:

i* — LESSEE shall have the right at any time to redeem for LESSOR, or otherwise acquire for payment, any mortgage
or any other liens or encumbrances upon the premises that may in any manner affect the LESSEE’s interest therein, and
LESSEE shall be subrogated in full to all the rights of the holder thereof the same as if LESSEE were the original owner of
said mortgage, lien or encumbrance, and LESSEE may reimburse itself by applying to the discharge of any such mortgage,
lien or other encumbrance any royalty or rental owed or accruing hereunder.
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of gas, and.may reopen and reclaim any and all abandoned wells on the premises that may have penetrateg idsfrata, or

drill new wells on the-premises, for the purpose of freely introducing and storing gas in such stratd and recovering gas 6
therefrom. A well need not be drilled, reopemed-er-reclaimed on the premises in order 5T gas to be stored in the premises.

LESSEE shall be the sole judge as to whether gas is being storad¥ presnises, and its determination shall be final and
conclusive. Storage of gac hereundesshatmotdiminish any o EE'’s other rights under this Lease.

" T sh g 3 H o.emnlov all or anv of the gil or gas steata-in-thepre oS {10

3% _ [f LESSOR owns less than all of the oil and gas rights in the premises, LESSOR shall be entitled to only a share
of the rentals, royalties or any other forms of compensation due under the terms of this Lease equivalent to the proportion
of such oil and gas rights owned by LESSOR. If LESSOR owns less than all of the storage rights in the premises, LESSOR
shall be entitled to a proportionate share of storage rentals equivalent to the proportion of such storage rights owned by
LESSOR. Unless deeds of conveyance or other instruments of record otherwise provide, storage rentals shall be
apportioned equally between ownership of the surface of the premises and ownership of the gas rights therein. If LESSEE
makes rental or royalty payments to LESSOR in excess of LESSOR’s entitlement thereto, LESSOR shall refund to
LESSEE such part of all such payments made by LESSEE under this Lease as shall be proportionate to the title not held by
LESSOR, and LESSEE may reduce subsequent payments in the same proportion. If LESSOR does not timely provide such
refund, LESSEE may also reduce payments to LESSOR by the amount that should have been refunded.

4™ _ In case of a conveyance or reservation of all or a part of or an undivided interest in the premises, LESSEE shall
apportion all entitlements or benefits under the Lease according to interest, acreage, or the terms of the conveyance as the
case may be (except as provided in 5 hereof). Notwithstanding the above, LESSEE may continue to pay or provide all
such entitlements or benefits to LESSOR until furnished with the original or a certified copy of the deed of conveyance or
other documents or proof of conveyance, so that LESSEE may identify the land or interests conveyed as being all or part of
the premises. In case of notice of any adverse claim to the premises or any portion thereof or interest therein, whether or
not in connection with a conveyance, LESSEE may withhold any or all entitlements or benefits under this Lease until such
claims, and the entitlements and benefits are, in LESSEE’s sole discretion, decided by compromise, or by final decree of a
court of competent jurisdiction, and to this end LESSEE may file a petition for interpleader.

5% _ LESSOR hereby excepts and reserves from any one gas-producing well on the premises completed and operated
by LESSEE (excepting wells utilized for storage), for so long as gas is capable of being produced from such well, a
quantity of gas in the amgunt of two hundred thousand (200,000) cubic feet of gas per year. Notwithstanding the
foregoing, LESSOR hereby permanently waives any right to obtain such reserved gas through a taking in-kind. In
consideration of LESSOR's waiver of said right, Lessee agrees to honor the reserved gas obligation by paying to LESSOR
the cash equivalency for such gas at the average wellhead price received by LESSEE for the preceding production year.
Said price shall be based on seven-eighths (7/8) of the gross proceeds realized from the sale of gas produced from the lease
premises (less all appticable excise taxes, including production, severance and windfall profits taxes, and less
transportation, compression, dehydration, processing, treatment and gathering costs and any other costs necessary or
incidental to the marketing of said gas). Lessee shall make one (1) payment annually for the value of said reserved gas, the
timing of such which will be made in such a manner that allows the price computation to be made based upon the average
monthly price of gas for the previous calendar year's production of gas from the [ease premises, or if such price information
is not available from the lease premises then the computation shall be made using the average monthly price of LESSEE's
preduction in the closest proximity to the lease premises. This payment shall be made to LESSOR for so long as there is a
gas well capable of production on the lease premises, and shall be made regardiess of whether or not there is a dwelling on
the lease premises. If LESSOR conveys a portion of its interest in the premises, LESSOR may convey its entitlement to the
cash equivalency for the reserved gas as part of such conveyance, but may not subdivide such entitlement. 1f the premises
are pooled or unitized with other lands, the cash equivalent entitlement for reserved gas, herein refesred to, shall extend
only to the LESSOR upon whose property the well is physically located.

6" — LESSEE shall at any time, upon payment of all monies due hereunder up to such time, have the right to surrender
this Lease as to all or part of the premises, and shall thereupon be released and discharged from all payments, obligations,
terms, conditions and covenants contained herein, whereupon this Lease shall be null and void as to the entire premises or
the part thereof as to which this surrender was made, and rental and royalty payments shall cease or be reduced accordingly.
Notwithstanding the above, LESSEE shall still have the right to continue to use any pipeline andfor road rights of way
herein granted upon a single payment to LESSOR of one dollar ($1.00) per foot for each foot of road or pipeline.

7% — LESSEE is hereby granted the right to poo! or unitize all or any part of the premises with any other leases, lands,
mineral estates, or any of them whether owned by the LESSEE or others, so as to create one or more drilling or production
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units. Such units shall not exceed six hundred forty (640) acres in extent. LESSEE shall record a copy of the unit
operation designation in the county in which the premises are located, and mail a copy thereof to LESSOR. In order to give
effect to the known limits of the oil and gas pool, as such limits may be determined from available geological or scientific
information or drilling operations. LESSEE may at any time increase or decrease that portion of the premises that is
included in any drilling or production unit, or exclude it altogether, provided that written notice thereof shall be given to
LESSOR. As to each such unit, LESSOR agrees to accept, in lieu of the royalty herein described, such proportion of such
royalty as the acreage in the premises in such unit bears to the total acreage included in such unit. The commencement,
drilling, completion of or production from a well on any portion of & unit including all or some of the premises shall have
the same effect upon the terms and conditions of this Lease as if a well were commenced, drilled, completed or producing
on the premises,

8™ — All expressed or implied covenants of this Lease shall be subject to all federal, state and local laws, orders, rules
and regulations. If LESSEE is unable to fulfill any covenant hereunder because of such laws, orders, rules or regulations,
acts of God (such as natural disasters), wars, civil disturbances, insurrections, riots, epidemics, equipment or pipeline
breakdown or freeze-up, or similar causes not reasonably within the control of LESSEE, for such time as such situation
exists, the term of this Lease shall be extended for an equal period of time, and LESSEE’s obligation to fulfill its covenants
under this Lease shall be suspended for such period of time.

9% _ This Lease may be executed in counterparts each having the same validity as the original. Should any one or
more of the parties named as LESSOR or owning a mineral interest in the premises fail to execute this Lease, it
nevertheless shall be binding upon all such parties whe do execute it as LESSOR.

10™ - LESSEE shall have the right to assign this Lease or any interest therein, and the assignee of LESSEE shall have
corresponding rights, privileges and obligations with respect thereto. All terms, conditions and covenants between the
parties hereto shall extend to their respective heirs, successors, personal representatives and assigns. If LESSEE assigns
this Lease or any interest therein, LESSOR will look solely to assignee for fulfillment of all obligations of the Lease or of
the interest assigned, as the case may be. Representations other than those contained herein shall not be binding on either
party.

11" —~ LESSEE’s exercise of any right or entitlement granted under this Lease shall continue this Lease in full force
and effect as to all rights and entitlements granted herein, and each right and entitlement granted herein may be exercised
by LESSEE simultaneously with its exercise of one or more other rights and entitlements, or singly, on a continuing basis.

IN WITNESS WHEREOF, LESSOR and LESSEE have duly executed this Oil and Gas Lease the day and year first
above written.

LESSOR(S): NECA RESOURCES CORPORATION

A J [ 1 &_@L(} Eﬂhtedﬁﬁ’me&ge A. Rowekamp

Title: Asa? Viee ,%55.— DEMT %}D

-
Wi

lef H. Sorg, Commissicner of @QCount}'

[ACKNOWLEDGMENTS ON FOLLOWING PAGE}
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ACKNOWLEDGMENT (PA — Public Officer)

COMMONWEALTH OF PENNSYLVANIA }
} §8:
COUNTY OFELK )

h 2067 .

On this, the Ll, day of ,,20&? before me, the undersigned officer, personally appeared DAMIEL R.
FREEBURG, 3. RONALD T. BRIMEL and JUNE H. SORG, the COMMISSIONERS OF ELK COUNT'Y, of the State of
Pennsylvania, known to me (or satisfactorily proven) 1o be the person described in the foregoing instrument, and acknowledged that
he/she executed the same in the capacity therein stated and for the purposes therein contained.

IN WITNESS WHEREOF, I hergunto set my hand and official seal.

A \M&}fb&u s\&% RTEN
otary Public U 2

COMM_M&-TH OF PENNSYLVANIA
Mgtarial Seal
Kimberly S. Frey, Notary Public
Ridgway Boro, Elk County
My Commigsion Expires May 10, 2012

My commission expires:

ACKNOWLEDGMENT
STATE OF NEW YORK )
} SS:
COUNTY OF ERIE )
rh 9
Onthis A X day of _Jn U Ay 200ﬂ before me, the undersigned, a Notary Public in and for said

State, personally appeared Dale A. Rowekamp, personally known to me or proved to me on the basis of
satisfactory evidence to be the individual whose name is subscribed to the within instrument and acknowledged
to me that he executed the same in his capacity, and that by his signature on the instrument, the individual, or the
person upon behalf of which the individual acted, executed the instrument.

/ﬁﬂmu/ﬁ///m

Notary/Public

MARGARET M. SUTO

y NOTARY PUBLIC- STATE OF NEW YORK
TAFORMS\OGL\Blank PA OGL Form 2003.doc QUALIFIED IN ERIE COUNTY

MY COMMISSION EXPIRES OCTOBER 31, 2009
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