For KCC Use: KANSAS CORPORATION COMMISSION 1019076 ogorm &
Eff";?“tvi Date: OIL & GAS CONSERVATION DIvISION Form must be Typed

strie F t be Signed
sea? [ Jves [INo NOTICE OF INTENT TO DRILL Al blanks must be Filled

Must be approved by KCC five (5) days prior to commencing well

Expected Spud Date:

month day year
OPERATOR: License#
Name:
Address 1:
Address 2:
City: State: Zip: +_
Contact Person:
Phone:
CONTRACTOR: License#
Name:
Well Drilled For: Well Class: Type Equipment:
" Joil | |EnhRec | ]infield || Mud Rotary
D Gas D Storage D Pool Ext. D Air Rotary

D Disposal D Wildcat

D Seismic ; # of Holes D Other

D Other:

D Cable

D If OWWO: old well information as follows:

Operator:
Well Name:

Original Completion Date: Original Total Depth:

D YesD No

Directional, Deviated or Horizontal wellbore?
If Yes, true vertical depth:

Bottom Hole Location:

KCC DKT #:

Spot Description:

Sec.

(QQ/Q/Q)

Twp. S. R. L e[ Jw
feet from D N /D S Line of Section
feet from D E/ D W Line of Section
Is SECTION: D Regular D Irregular?

(Note: Locate well on the Section Plat on reverse side)
County:

Well #:

DYes D No

Lease Name:

Field Name:
Is this a Prorated / Spaced Field?
Target Formation(s):

Nearest Lease or unit boundary line (in footage):

feet MSL

DYes DNO
DYes DNO

Ground Surface Elevation:

Water well within one-quarter mile:
Public water supply well within one mile:
Depth to bottom of fresh water:

Depth to bottom of usable water:
Surface Pipe by Alternate: DI D I
Length of Surface Pipe Planned to be set:

Length of Conductor Pipe (if any):

Projected Total Depth:

Formation at Total Depth:

Water Source for Drilling Operations:
| lwel | |FarmPond  Other:
DWR Permit #:

(Note: Apply for Permit with DWR D )
Will Cores be taken?
If Yes, proposed zone:

DYes D No

AFFIDAVIT
The undersigned hereby affirms that the drilling, completion and eventual plugging of this well will comply with K.S.A. 55 et. seq.

It is agreed that the following minimum requirements will be met:

1. Notify the appropriate district office prior to spudding of well;

2. A copy of the approved notice of intent to drill shall be posted on each drilling rig;

3. The minimum amount of surface pipe as specified below shall be set by circulating cement to the top; in all cases surface pipe shall be set
through all unconsolidated materials plus a minimum of 20 feet into the underlying formation.

4. If the well is dry hole, an agreement between the operator and the district office on plug length and placement is necessary prior to plugging;

[&]

. The appropriate district office will be notified before well is either plugged or production casing is cemented in;

6. If an ALTERNATE Il COMPLETION, production pipe shall be cemented from below any usable water to surface within 720 DAYS of spud date.
Or pursuant to Appendix “B” - Eastern Kansas surface casing order #133,891-C, which applies to the KCC District 3 area, alternate 1l cementing
must be completed within 30 days of the spud date or the well shall be plugged. In all cases, NOTIFY district office prior to any cementing.

Submitted Electronically

For KCC Use ONLY

APl # 15 -
Conductor pipe required feet
Minimum surface pipe required feet per ALT. |

Approved by:

This authorization expires:

(This authorization void if drilling not started within 12 months of approval date.)

Spud date: Agent:

Mail to: KCC - Conservation Division, 130 S.

Remember to:

- File Drill Pit Application (form CDP-1) with Intent to Drill;

- File Completion Form ACO-1 within 120 days of spud date;

- File acreage attribution plat according to field proration orders;

- Notify appropriate district office 48 hours prior to workover or re-entry;

- Submit plugging report (CP-4) after plugging is completed (within 60 days);
- Obtain written approval before disposing or injecting salt water.

- If this permit has expired (See: authorized expiration date) please
check the box below and return to the address below.

|| Well Not Drilled - Permit Expired Date:
Signature of Operator or Agent:

ml ]3]

Market - Room 2078, Wichita, Kansas 67202



Side Two

1019076

IN ALL CASES PLOT THE INTENDED WELL ON THE PLAT BELOW

If the intended well is in a prorated or spaced field, please fully complete this side of the form. If the intended well is in a prorated or spaced field
complete the plat below showing that the well will be properly located in relationship to other wells producing from the common source of supply. Please
show all the wells and within 1 mile of the boundaries of the proposed acreage attribution unit for gas wells and within 1/2 mile of the boundaries of the

proposed acreage attribution unit for oil wells.

API No. 15 -

Operator:

Lease:

Well Number:

Location of Well: County:

Plat of acreage attributable to a well in a prorated or spaced field

Field:

Number of Acres attributable to well:

QTR/QTR/QTR/QTR of acreage:

If Section is Irregular, locate well from nearest corner boundary.

Sec.

Twp.

S. R.

Is Section:

D Regular or D Irregular

feet from D N /D S Line of Section
feet from D E / D W Line of Section

CJE [ Jw

Section corner used: D NE D NW D SE DSW

PLAT

(Show location of the well and shade attributable acreage for prorated or spaced wells.)
(Show footage to the nearest lease or unit boundary line.)

2310 ft.

NOTE: In all cases locate the spo} of the proposed drilling locaton.

In plotting the proposed location of the well, you must show:

330 ft.

EXAMPLE

SEWARD CO.

1. The manner in which you are using the depicted plat by identifying section lines, i.e. 1 section, 1 section with 8 surrounding sections,

4 sections, etc.

2. The distance of the proposed drilling location from the south / north and east / west outside section lines.
3. The distance to the nearest lease or unit boundary line (in footage).
4. If proposed location is located within a prorated or spaced field a certificate of acreage attribution plat must be attached: (CO-7 for oil wells;

CG-8 for gas wells).




KANSAS CORPORATION COMMISSION
OIL & GAS CONSERVATION DivISION

1019076

Form CDP-1
April 2004
Form must be Typed

APPLICATION FOR SURFACE PIT

Submit in Duplicate

Operator Name:

License Number:

Operator Address:

Contact Person:

Phone Number:

Lease Name & Well No.:

Pit Location (QQQQ):

[ Existing Sec. Twp. R.

D East D West

Feet from D North / D South Line of Section

Type of Pit: Pit is:

|| Emergency Pit [ ] Burn Pit || Proposed

D Settling Pit D Drilling Pit If Existing, date constructed:
|| Workover Pit [ ] Haul-Off Pit

(If WP Supply API No. or Year Drilled) Pit capacity:

Feet from D East / D West Line of Section

(bbls) County

Is the pit located in a Sensitive Ground Water Area? D Yes

DNO

Chloride concentration: mg/l

(For Emergency Pits and Settling Pits only)

Artificial Liner?

[ ]Yes

Is the bottom below ground level?

D Yes D No

[ ]No

How is the pit lined if a plastic liner is not used?

Pit dimensions (all but working pits):

Depth from ground level to deepest point:

Length (feet)

Width (feet) N/A: Steel Pits

(feet) No Pit

If the pit is lined give a brief description of the liner
material, thickness and installation procedure.

Describe procedures for periodic maintenance and determining
liner integrity, including any special monitoring.

Distance to nearest water well within one-mile of pit

Depth to shallowest freshwater __ feet.
Source of information:

feet Depth of water well feet measured well owner electric log KDWR
Emergency, Settling and Burn Pits ONLY: Drilling, Workover and Haul-Off Pits ONLY:
Producing Formation: Type of material utilized in drilling/workover:
Number of producing wells on lease: Number of working pits to be utilized:
Barrels of fluid produced daily: Abandonment procedure:
Does the slope from the tank battery allow all spilled fluids to
flow into the pit? D Yes D No Drill pits must be closed within 365 days of spud date.
Submitted Electronically
KCC OFFICE USE ONLY Steel Pit RFAC RFAS

Date Received: Permit Number:

Permit Date: Lease Inspection: D Yes D No

Mail to: KCC - Conservation Division, 130 S. Market - Room 2078, Wichita, Kansas 67202



OIL AND GAS LEASE

{(PAID-LUP)

AGREEMENT, Mude and enlered o this g Coday of May_, 2005 . by and between

Mary Elizabeth Merrill Wolfe, Co-I'rustee_and Bank of Oklaboma, N.A., Agent for

Commerce Bank, N.A., Co-Trustee of the H. A. Merril] Testamentary Trust, .0, Box 3499,

Tulsa, Oklahoma 74101 | Party of the Hirst part, hereinafter called Lessors {whether one or

mored, and _Castelli Exploration, inc., 6908 NW 112" Sireer. Oklshoma City, Oklahoma

72162, Party of the sccond part, hereinafler culled lessee.

WITNESSETH, That the said lessor. for und in consideration of __ TEN ($10.00) QR MORI:

BOLLARS, cush in hand paid, receipt of which is hereby acknowledeed and of the covenants
and agreements hereinafter contained on the part of lessee to be puid, kept and performed. has
granted, demised, leased and let and by these presents does grant, demise, lease and let unto the
satd lessee, for the sole and enly purpose of exploring by geophysical and other methods, mining
and operating for oil {including but not limited 10 distillate and condensate), gas (including
cusinghead gas and helium and  all other constituents), and for laying pipe lines, and building
tanks, powers, stations and structures thereon, to produce, save and take care of said products, all
that certain tract of land, topether with any reversionary rights therein, situaled in the County of

Comanche  State of _ Kansus L deseribed as follows, to-wit:

TOWNSHIP 33 SOUTTH, RANGE 16 WEST :

Section 23: 8§12 20050890

s . SIATE OF KANSAS, COMANCHE COUNTY
Sectign 26: Al This instrument was filad tor Recard o
Sectian 28: §/2 09/12/3005 at 11:30 AM and duly recordsd

: Baek 103 Page 0797 Feas 337.00
Scction 34: Al

. . i Guyneth Snyder, Repgist ),@
Section 35: W/2 ¢ sEister of Deeds ﬂﬂ

TOWNSHIP 34 SQUTH, RANGE 16 WEST;
Section 30 All

and contaming 2,880.0  acres, more or less.

I 1y agreed that this lease shall remuin in force for a wrm of _Three (33 _ vears from date
therein called primary term) and as long thereafter as oil or gas, or cither of them, is produced
from suid land by the lessee.

In consideration of the premises the said lessee covenants and agrees:

1st. To deliver 1o the credit of lessor free of cost, in the pipe line to which it may connect its
well the _3/32 pant of all of (Including but not Iimited to condensate and distillate) produced
and saved from the leased pramises.

2. To pay lessor for gas of whatsoover nature or kind (with all of its constiluents) produced
and sold or used ofl the leuse premises. or used wn the manutacture of products therefrom, _3/32
ol the gross proceeds received for the gas sold, used off the premises, or in the manutuacture of
products therelram, but in no event more than __5/32  of the gross proceeds or _5/32  of the
actual amount received by the lessee, said puyments to be made monthly. During any period
{whether befure or after expiranon of the primary term hereol) when gas is not being so seld or



used and the well or wells are shat in and there is no current production of oil or operations on
said leased premises sufficient to keep this lease in force, lessee shall pay or tender o royalty of
Five Dollars (3540} per vear per net royalty acre retained hereunder, such payment or tender o
be made, on or belore the inniversary date ol this lease next ensuing alter the expiration of ninety
(G003 davs Trom the date such well is shut in and  thereafter on the unniversary date of this lease
during the period such well 15 shut . to the rovalty owners,  When such payment or tender is
made it will be considered that gas is being produced within the meaning of the entire leasc,

Jrd. To pay Lessor for & gus produced from any otl well and used off the premises, or for the
manutaciure of casing-head gusoline or dry commercial gas, _ 332 of the gross proceeds, at the
mouth of the well, received by lessee for the gas during the time such gas shall be used, said
payments 10 be made monthly

{f the lessee shall commence w dill o well or conunence reworking operations on an existng
well withun the termy of tns case or any extension thereof, or on acreage pooied therewith, the
lessee shall have the right o dndl such well o complenon or complete reworking operations with
regswenabie diligence and dispateh, and i1 il or gus, or either of thain, be found in paying
quantnes. this fease shall continue and be in force with like effect as 1f such well had been
completed within the term of yeurs Drst mentioned.

Lessce is hereby granted the right at any time und from tme (o dme o unitize the leased
premises or any portion or portions thereof, as to all strata or any stratany or strata, with any other
lands as to all strata or any stratum or straw, for the production primarily of oil or primarily of
gus with or without distiliate. However, no umit for the praducton primanly of oil shull embruce
imore than 40 acres, or for the production primanly of gas with or without distillate more than
640 acres, provided that il mmy governmental regalution shall preseribe u spucing pattern {for the
development of the freld or allocie o producing sllowable based on acreage per well, then any
such unit meey embracy us mudh additonal acreaye us may be so prescribed or as may be used in
such allocation of alowable. Taessee shall file weinten anit designations in the county in which
the leased premises wre located. Operatons upon and production from the unit shall be treated as
il such vperations were upon ur such preduction were [tom the leased premises whether or not
the well or wells are localed thereon, The entire wereage within ¢ unit shall be treated lor all
purposes as il it were covered by and included in this lease except that the royalty on production
fromm the unit shall be as below provided, and except that in calcutating the amount of any shut in
gas royallies, only the part of the ucreage originally leased and then actually embraced by this
feuse shall be counted. In respect to production from the unit, Lessee shall pay Lessor, i licuw of
oiher royalties thereon, only such proportion of the royvaltdes, stipulated herein as the amount of
s ucreage placed i the unit, or his royalty interest therein on an acreage basts bears to the wial
actenge in the wint,

Hosand Jessor owne o Tess interest 1o the above deseribed Tand thas the entive and endivided
oo simple estate therein, then the rovalties herein provided shull be pand ta the lessor ondy m the
proportion which his interest bears wo the whote and undivided fee,

Lesses shall have the right (o use. free of cost, gas. oil and water praduced on said tund for s

operation thercon, except water [rom welis ol lessor.
Fessee shull bury his pipe lines below plow depth.

No weldl shall be drilled searer than 200 feet (o the house or barn now on suld premises,
withont the written consent of the lessor.

Lessee shall puy for all danages caused by its operations on swid Land

Lessee shall huve the vight al any time o remove all machinery and Axtures placed on said
premiises, meluding the right 1o driw and remove casing.

If the estate of cither party hereto 1s assigned, and the privilege of assigning in whele or in
part s expressly ailowed, the covenanis hereol shall extend to their heirs, execulors,
administrators, successors or assigns. However, no chunge or division in ownership of the fand
or rovultics shall enlarge the obligations or diminish the nghts of Lessee. No change i the




ownerstip of the fand or royaliies shall be binding on the Lessee until it has been furnished with
a wrilten transfer or assignment or a true copy thereof. In cusc lessee assigns this lease, in whole
or in part, Lessee shall be relicved of all obligations with respect 1o the assigned partion or
portions arising subscquent ro the date of assignment.

All express or implied covenants of this lease shall be subjeet 1o all Federal and State Laws,
Execunye Orders, Rules and Regulanons, and this lease shall nat be terminated. in whole or in
purle nor dessee held Table o damages. toe Tlure 1o comply terewith, i compliance iy
prevented by, or such failure i< the result of any such Law, Order, Rule or Repulation,

This lease shall be effective as 1o cach lessor or execution hereol as to his or her interest and
shall be binding on those signing, notwithstanding some of the lessors above numed may not join
in the execution hereol. The word “Lessor™ as used in this lease meuns the party or parties who
execute this lease as Lessor, although not named above.,

Lessee may at any time and from time 1o time surrender this lease as to any part or parts of
the leased premises by delivering or mailing  relense thereo! W lessor, or by plucing o release of
record i the proper County.

Lessor berehy agrees that the Jessee shall have the right at any tnie 1o redeem Tor lessor by

PRUVINCRL Gy narty

acs. tuxes or other Hens on the above described lands. in the event of deranh

of puviment 2y lessor and be sabrogated to Uie vights of the holder thereal,

Nuotwithstanding any prosisions of this O und Gus Tease 10 the contrary, it is understood
that this Ol und Gas Lease aball be subject 1o the 1erms and provisions on Bxhibit ©A” und “B7,
attached to and made a part hereol

IN TESTIMONY WHERFOI, we sign this the _25th  day ol May 2005,

Ho A MERRILL TESTAMENTARY TRUST:

(0.02778) FBO STEPHEN DRIDW MERRILL

BTN FRO CARRIE MERIEL

HLOSRST) FBO LAURA JEANE MERRILLL

(L0165 FBO LISA HICKOK

{11667} FBO MARY ELIZABETH MERRRILL WOLFE

(.620823) FBO MATTHEW INSCO
(0.020825) FBO MLEGAN INSCO

(003357} FBRO PATRICIA HOLLINGSWORTH
(0.04365; FBO W SCOTT MERRILL,
(O04E65) FUHO RGBIN SMITH

N T /‘ ~,
WITNESS5

/‘.l ,?{I ,/{?PL/"")?/&%'\. fl;{ - //b "(_..7- . . ) I ST J.Iz_ son L
- i:/j g Mary Elizabeth Merrill Wolfe, Co-Trustee

ATTEST:

"

— , iy
_,{:-.'/5 s }i’z{/ . L I, L PR A Lerill R
Asanetle B Consatvi, Assistant Cuslier Fhomas W Wahi, Vice President and Trust Officer

Bank of Ohichomae, NoAL Apent tor Commerce
Bank. NoA L Co-Trustec

{Lessor)



EXHIBIT =AY

This Exhibit "A” is attached 10 and made a part of that certain Ol and Gas Lease dated May 23,
2005, between Mary Elizabeth Merrill Wolfe, Co-Trostee and Bank of Oklahoma, N.A.,
Agent for Commerce Bank, N.AL Co-Trustee of the H. A, Merrill Testamentary Trost, as
Fessor, and Castelli Exploration, Inc., as Lessee. covering the following deseribed lands in
Comunche County, Kansus:

TOWNSHIP 33 SOUTH, RANGE 16 WEST
Section 23: 8/2

Scction 26: All

Section 28: S/2

Scetien 34 All

Seetion 350 W2

TOWNSHIP 33 SOUTH, RANGE 16 WEST:
Sccuon 3 All

Anvthing contained hereln to the contrary notwithstanding 1118 understeod that:

1. This lease covers only oil. gas and other related hydrocarbons and constiluent
clements (ncluding sulphur) which may be produced with oil or gas: any
reference to "other minerals” is hereby deleted.

2. ltis agreed that this lease may not be maintained for u period of tme longer than
twenty-four (24) manths censecutive or otherwise, beyond the prmary werm
hereof solely by the provision of a shut-in gas well as set out above.

'l

I ar the expiration of the primary wenmn of this lease or any exlension thereof
which may oocur maccaordance with any provisions contained in this feuse, any

part or parts of the hercm leased Jand that is not incleded within aowell unit or
units from which productuon ol enher oil gas and omer related hydrocarbons
and constitaent clements Gocluding sulphur) is being obtained, this lease shall
terminate as to such part or parts of the leased Tand which is not included within
such producing well unit or units.

4. At the expiration of the primary term of this lease or any extension thereof
which may oceur in accordunce with any provisions contuined in this feuse,
rights under this lease shall werminate as t all depths belaw 100 fect below the
total depth drilled in the deepest well commenced on or betore the expiration of
the primary term un the leased premises or on any land pooled therewith.
Actual drilling operations on the lease or lands posoled or unitized
therewith wd the eapivation of the primary term or any extension thereof
shall maintain the lease jo full force and effect if such operations resull in
an oil and/or gas weli capuble of producing in paying quantities.

5. Lessec and its successors and assigns shall have the right at any bme o
surrender thig lease. in whole or in part, o Lessor, 118 successors und assigns, by
delivering or mailing « release thercot to the Lessor, AND by placing a release
thereat of record in the county in which said land is situsted, and thercupon
Fessee shall be relicved from all obligations and hubilities therealter aceruing
butl not theretofore uccrued.

6. Axoan addinonal considerstion hereof, [essee. 108 heirs, assigns, or SUCCCSSOrs
agrecs it 10 widl be and remin solely responsibic for any and all fiubility
arising from v oinerwise resulung trom s operations conducted on or for the
benefit of the leased pronuses and will indemnity lessor and hold lessor
hurmiess from uny luxs. claim or diunage i such respect, including, but not by
way of limitation, the proper plugging and abandenment of all wells drlled
thereon under the terms ot this lease.



9.

0.

Lessee, his successors and assigns, hereby agree that, for the purpose of
calculating royalty payments hereunder on all production from the leased
premises. such caleulations shall be made at the point of sale and shall be free of
any and all dehivery costs and shall not be birdencd by any costs of production,
including but not limited W, Fansportalion cxpenses or any expenses assoctited
with or attributable to tewiment, gathennyg, trucking, processing or pipeline
construction und maintenanee.

This lease is given and gramied withoul wiwranty, express or implied. 1o law or
I equity.

Lessor shall have the right 1o have datly drithng reports. copies of all logs,
reports and records of production of all wells dnlled by Lessee on the leased
lund; copies of ali forms furnished w0 any govermmental awhorty;, copy of
plugging repart, if any. copy ob all drillstem tests. All these nights may be
exercised by Lessors representatives thercunto duly authorized in writing;
provided that Lesser shall mainiain contidentiality of all such informaticn
furnished by Lessee and shall communicaie no part thereol to third partics
without Lessees writien approval,

Lessee represents that he is nol an oflicer, director, or employee of BOK
Financial Corporation, its subsidiaries, or any of its member banks, nor does
Lessee upticipate assiguimg this lease 10 uny of these parties.

Lessce shall notify Lessor of any assignment of Lessee’s rights hereunder,
stating the name and current mailing address of the Assignee. and shall furnish o
copy of such ussignment within 60 days of its recording w1 the county records,

Upon expirvation of the primary term or any extensions as provided herein,
this fease shall terminate as to all tracts not within a producing unit, Such
nnits shadl not exveed 400 acres {or oil und 640.0 ucres for pas production.




EXHIRIT “B»

SURFACE AMENDMENTS

This Exlibit *B™ 1s atiached 10 und made o part of that certam O1l and Gus Lease dated May 25,
2005 hetween Mary Elizabeth Berrill Wolle, Co-Trusiee and Bunk of Oklahoma, N.A.,
Agent for Commerce Bank, N.A., Co-Trustee of the H. AL Merrill Testamentary Trust, as
Lessor, and Castelli Exploration, Inc., as Tessce, covering the following described lands in
Comanche County. Kansas:

TOWNSHIP 33 SOUTH, RANGE 16 WES'T ;
Section 23 8/2

Section 26; Al

Sceiion 28; 8472

Section 34 All

Scotion 33 W2

TOWNSEIP A SOUTHL, RANGE 1 WEST:

Section 3 All

Tt 1s undersiood and agreed that Lessee, its successor or assigns, shall pay actual
damages Lo Lessor and/or Surface Lessee for any damage done to crops, pasture
fand. limber, fences, wuter wells, buildings. roads, culverts or other improvements
as well 23 livestock owned by the Lessor und/or Surlace Lessee ocated on the
fease premises, resuliing from their use by Lessee in connection with geophysical
exploration hereof. o other mineral development thereon. by Lesses, s
successars oF assigns, Upon the ces

wion of drilhing at ench weil location, the
abandonment ol suid Lrase or surrender thoreol, Lessee, 118 suceessor oF ussizns,
shalt then level alt drifling pits and other excavations and shull pay tor and repair
all damage done, or cuse 10 be done. to bldimes, fonees, ronds, culverts, turf,
water wells and/or olher improvements and o restore same o their ongmal
condition with 90 days after the cessation of activity, No diilling mud shall be
spread on surface lands of Lessor without express wiitien consent of Lessor.
Guidelines or parameters For uny surfuce damuage payments shall be agreed on in
advance, and in writing. by Lessor and Lessce.

Lessee™s right o use water from the lease premises shall not include the right to
use [resh water romm any fresh water sands or sira underbving the lease premises
for any sevondury

recorery operations that may he conducted on the leased
premiscs. Lessce shal huve the nght o vse fresh water from wells or surfu
tmpoundment’s only ht

negotiations for paymuont for use of water are completed,

woexpressed permission of the Lessor and alter

All operations ol Lessee shall be conducted so us o minimize the amount of
surface land used or damaged by Lessee und Lessee agroes to construct not more
than one road to cach focation on the leased premises und o confine all travel
meident o the drilling and production of such well te the single road. Al roads
constructed by Lessce shall be ol good quality and suitable for zll-weather use.
The routes for all roads shall by mutually agreed upon between Lessor and Lessee
before the commencement ol any road construction. Lessee aerees 1o maintain all
roads vsed by Lessee onthe Jeased premises in good condivion and repair during
the perivd of Lessee™s operations en the lease premises. The surface owner or
surfuce Lessee shall huve the right to use all reads on the jeased premises.

It is understood and agreed i this lease does nor cover o inciude uny right or
privilege of hunting or fishing on the leased premises, unlesy otherwise agreed 1o
nowriting with owners of swd nghts.

Prior to erscting new slorage Lmks, pipelines compresser stations or other usual
facthities required by Lessee for producing ol snd gas and operating this lease.



ek

essor and Lessee will mutually select o site or sites for locating such cquipment
and pipelines taking into consideration the ranching and fanning operation of
Lessor and Lessee’s needs 1o conducting its operations under the terms of this
lease in a reasonable muanmer.

Lessce prior 1o the construction of any new road or the cutling, allering and
removal of zry exisiing enee on the leased premises. or the cutting or removal of
any tree on the Jeased premises, shall nouty Lessor of such itention and shall be
governed by the Lossor™s wishes. Lessee shall dispose ol ali brush, trees, trush and
debris away from the property. Under no circumstances will trush, gurbage or
debriz be buried or dumped on the property or adjicent lands of lessor. Brush and
trees may be buried or burned on the property only with wiitten pernussion from
owner or his representative.

Lessee agrees 1o protect, defend, indemnily and bold harmiess Lessor the owners
o the surface of the Teased Premises, and their respective agent, employees and
wenants, from and against all abilives, losses, expenses, claims, demands, and
causes of action of every kind and churacter. whether for dewth or personal injury
1o persons  (mcluding

and emplovees ol Lessee and Lessee’s

subcontractor for less ar dimage w propertvein any way and ot any Hme arising

out of, incident w. orn conicclion with dus Lease, operations conducted on the

Feused Premises, or brcach ot the terms hereof,

Each drill site focanon shall be construcied so as to result in the least interference
with surface usage us reasonubly practicable under the circumsiances. All pits
shall be constructed und Iined so as not to pollute the adjoining land at Lthe request
of Lessor. Lessee shall take all reasonable precautions necessary 1o prevent land,
air and witer pollution. inclucding pollution to all underground tfresh water zones.
Lessee shall dtilize only such arca around cach producing well as s reusonabiy
necessury lor such purposcs. and Lessee shall restore the remainder of such drili
site s original condition as nearly ay possible within a reasonable ume after the
corapletion of operations on cach dnll site. Where no produciion is estabhished.
Lesses shall elear the docution, remosee all equipmient pleced upon the drill site by
the Lessee, clean out and back il all pits. and retum the surface of the drill site o
i orgimd condition ws nearly as possible. Tessee shall construct and maintain
zutes at all places where any roads usced by Lessee cross through fences on the
Leased Premises. and Lessee sholl keep such gales locked when not actually
passing through such gates. Upon twrimination of Lessee’s operatiens on the
Leused Premises, Lessee shall restore the surtace of all lands atilized by Lessce,
and not thereloture restored, to their original condition as nearly as possible,
Witkin six (0} months sfter the termination ol this Lease. Tessee shall remove any
and all property placed by {essee on the feused Premises or Lessor shall cause
same o be remuoved ail Lessee’s expense.

fossee it comipiy st alt Fuederal and State regulations reluing to s oparstions
hereuncar,

Lessee shall fence all stushpils and area containing equipment, chemicals or ather
substance which may be harmful 1o livestock. Lessee shall pay market vaiue for
any and all frvestack lost us a resull of lessee’s operations under this lease.

All pipelines are to be buried 30 inches below the ground, which will be from the
wop of the pipe to the surlfuce of the ground.

Lessee shall not condect any operations within one-guarter (1/4) mile of uny
haomestead, hving guarters. hvestock watering Facilities, autural o man made
s, springs. crecks

vivers, or designaled wet lunds without ecxpress consent o




8 INDIVIDUAL ACKNOWLEDGMENT

—
COUNTY OF D pnen

o . . d - -
Belore me, the undersigned suthority, on this _@3& day of %15 in 2005,
personally appeared Mary Elizabeth Merrill Wolfe known to me @ be §56 idendghl person who

subscribed the name of Co-Trustee ol the H. A. Merrill Testumentary Trust, to the foregoing
instrument, and acknowledged to me that she had willingly made and executed it as her free and
voluntary act and deed and as the free and voluntary acl and deed as such Co-Trustee, for the
uses and purposes therein expressed.

N
§

WITNESS my hand and official seal the duy and year last above writien.

tary Public

(\fyi-y Caramigsion Lapires:

-~

CORPORATE ACKNOWLEDGMENT

STATE OF OKLAHOMA

B s A e

COUNTY OF TULSA

Betore me, the undersigned authority, on this _25th  day of May 2005 . personally
appearcd Thomas W. Wahl und Annette L. Consalvi, known o me to be the identical persons
who subscribed the name of Bank of Oklahoma, N.A., Agent for Commerce Bank, N.A,, Co-
Trustee of the B. A Merrill Testamentary Trust, w the foregoing instrument as its Viee
President and Trust Olficer and Assistant Cashicr, respectively, and acknowledged o me that
they had willingly mude and executed it as their tree und voluntry act and deed and 2s the free
and voluntary act and deed of such national banking association, 4 such __Agent |, for the uses
and purposes therein expressed.

WITNESS my hand and official seal the day and year last above writlen,

My Gorimission Expires: Lo N ‘
LR LA

iy

T

Page L. Loliman, Notary Public in and for the
State of Okluhoma, County of Tulsa
Commission #01003245




\‘4
Kathleen Sebelius, Governor

—
K A N S A s Thomas E. Wright, Chairman

Michael C. Moffet, Commissioner

CORPORATION COMMISSION Joseph F. Harkins, Commissioner

May 29, 2008

Tisha Love

Castelli Exploration, Inc.

6908 NW 112TH

OKLAHOMA CITY, OK73162-2976

Re: Drilling Pit Application
Merrill Ranch Lease Well No. 2-28
SW/4 Sec.28-33S-16W
Comanche County, Kansas

Dear Tisha Love:

District staff has inspected the above referenced location and has determined that an unsealed
condition will present a pollution threat to water resources.

District staff has recommended that the reserve pit be lined with bentonite or native clay,
constructed without slots, the bottom shall be flat and reasonably level and the free fluids must
be removed. The fluids are to be removed from the reserve pit as soon as the Hutchinson Salt
section has been drilled through and displacement of the fluids into the reserve pit has occurred
and again after drilling operations have ceased. Keep pit away from ravine.

If production casing is set all completion fluids shall be removed from the working pits
daily. NO completion fluids or non-exempt wastes shall be placed in the reserve pit.

The fluids should be taken to an authorized disposal well. Please call the District Office at (620)
225-8888 when the fluids have been removed. Please file form CDP-5, Exploration and
Production Waste Transfer, within 30 days of fluid removal. Conservation division forms are
available through our office and on the KCC web site: kcc.ks.gov/conservation/forms/

A copy of this letter should be posted in the doghouse along with the approved Intent to
Drill. If you have any questions or concerns please feel free to contact the District Office at (620)
225-8888.

CONSERVATION DIVISION
Finney State Office Building, 130 8. Market, Room 2078, Wichita, KS 67202-3802
(316) 337-6200 * Fax: (316)337-6211 * hittp://kcc.ks.gov/
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