Forkccuse: KaNsAS CORPORATION CoMMIssiON 1081564  Form ¢4

EE:C'ZZ Date: OlL & GAS CONSERVATION DivISION Form must b Typec
orm must be Signel

sea? [ Jres [XIno NOTICE OF INTENT TO DRILL Al blanks must be Filled

Must be approved by KCC five (5) days prior to commencing well
Form KSONA-1, Certification of Compliance with the Kansas Surface Owner Notification Act, MUST be submitted with this form.

Expected Spud Date: 05/30/2012 Spot Description:
month day year E2__NE _SE _SW gec 11 wp 17 s r 24 [JeX]w
QQIR)  ggq ) !
OPERATOR: License# 31725 oare feet from I:l N/ S Line of Section
Name: Shelby Resources LLC feet from D E/ W Line of Section
Address 1: 2717 Canal Blvd Is SECTION: Regular I:l Irregular?
Address 2: _Suite C (Note: Locate well on the Section Plat on reverse side)
City: HAYS State: XS zip:; 67601 4+ County: _Barton
Contact Person: _Chris Gottschalk . H-E Unit 1
. 785-623-1524 Lease Name: Well #:
Phone: - Larkin
Field Name:
CONTRACTOR: License#_ 5142 Is this a Prorated / Spaced Field? [ Jres [X]no

Name: _ Sterling Drilling Company

Target Formation(s): _Arbuckle
Nearest Lease or unit boundary line (in footage): 165

Well Drilled For: Well Class: Type Equipment: \
Ground Surface Elevation: _1911 Estimated feet MSL
Xoi [Cenn rec Infield X]mud rotary 1 _
I:lGas |:|Storage bool Ext I:lA"' Rotary Water well within one-quarter mile: Yes No
I:lDisposal ildcat ECable Public water supply well within one mile: Yes No
Seismic : #0of Holes [ _[Other Depth to bottom of fresh water: 180
Other: Depth to bottom of usable water: 340

Surface Pipe by Alternate: | I:lll

I:llf OWWO: old well information as follows: Length of Surface Pipe Planned to be set: 925

Operator: Length of Conductor Pipe (if any):

Well Name: Projected Total Depth: 3550

Original Completion Date:___ Original Total Depth: Formation at Total Depth; _Arbuckle

Water Source for Drilling Operations:
Directional, Deviated or Horizontal wellbore? I:lYes No D‘Ne" Farm Pond I:IOther:
If Yes, true vertical 'depth: DWR Permit #:
Bottom Hole Location: (Note: Apply for Permit with DWR D
KCC DKT #: Will Cores be taken? I:lYes No
Oil & Gas leases w/pooling clauses attached. If Yes, proposed zone:
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 120 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 Il 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

Remember to:

T

LT

For KCC Use ONLY - File Certification of Compliance with the Kansas Surface Owner Notification
API # 15 - 15-009-25698-00-00 Act (KSONA-1) with Intent to Dril;
Conductor pipe required 0 feet - F!Ie Drill Pit Appllcatlon (form CPE-l) with Intent to Drill;
o ) ) 360 - File Completion Form ACO-1 within 120 days of spud date;
Minimum surface pipe required feet per ALT. X1 [T - File acreage attribution plat according to field proration orders;
Approved by: Rick Hestermann 05/22/2012 - Notify appropriate district office 48 hours prior to workover or re-entry;
This authorization expires: 05/22/2013 - Submlt plggglng report (CP-4) after pl.ugglng |§ C(?mpleted (within 60 days);
(This authorization void if drilling not started within 12 months of approval date.) - Obtain written approval before disposing or injecting salt water.

- If well will not be drilled or permit has expired (See: authorized expiration date)

please check the box below and return to the address below.
Spud date: Agent:

I:l Well will not be drilled or Permit Expired Date:
Signature of Operator or Agent:

XL 31

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




Side Two | |II|I| ||I|| II|I| |I|I| ||II| I|||I I|||| I|I| |II|

1081564

For KCC Use ONLY
API # 15 - 15-009-25698-00-00

IN ALL CASES PLOT THE INTENDED WELL ON THE PLAT BELOW

In all cases, please fully complete this side of the form. Include items 1 through 5 at the bottom of this page.

Operator: Shelby Resources LLC Location of Well: County: Barton

Lease; H-E Unit 990 feet from H N /[X] S Line of Section
Well Number: 1 2475 feet from E /[X] w Line of Section
Field: Larkin Sec.11 Twp. 17 S. R.14 I:l E x w
Number of Acres attributable to well: 160 Is Section: Regular or [ ] irregular

QTR/QTR/QTR/QTR of acreage: _E2 - NE - SE - sw

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

Section corner used: |:| NED NWD] SEU SW

PLAT
Show location of the well. Show footage to the nearest lease or unit boundary line. Show the predicted locations of
lease roads, tank batteries, pipelines and electrical lines, as required by the Kansas Surface Owner Notice Act (House Bill 2032).
You may attach a separate plat if desired.

LEGEND

O Well Location
: : : : [] Tank Battery Location
......... O P Pipeline Location
: : : : D Electric Line Location
== | case Road Location

EXAMPLE

2475 ft. G

1980’ FSL

SEWARD CO. 3390’ FEL

NOTE: In all cases locate the spot oI‘ the proposed drilling locaton.

990 ft.

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

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).

5. The predicted locations of lease roads, tank batteries, pipelines, and electrical lines.



KANSAS CORPORATION COMMISSION 1081564 Form COP-L
OIL & GAS CONSERVATION DivISION Form must beTyyped

APPLICATION FOR SURFACE PIT

Submit in Duplicate

Operator Name: Shelby Resources LLC License Number: 31725
operator Address: 2717 Canal Blvd Suite C HAYS KS 67601
contact Person: Chris Gottschalk Phone Number:  785-623-1524
Lease Name & Well No.: H-E Unlt 1 Pit Location (QQQQ):
Type of Pit: Pit is: E2 . NE _SE _SW
D Emergency Pit D Burn Pit Proposed D Existing Sec. 11 Twp. 17 R. 14 D East West
D Settling Pit Drilling Pit If Existing, date constructed: 990 Feet from D North / [X] South Line of Section
D Workover Pit D Haul-Off Pit . o 2475 Feet from D East / West Line of Section
(If WP Supply API No. or Year Drilled) Pit capacity:
3000 (bbls) Barton County
Is the pit located in a Sensitive Ground Water Area? D Yes No Chloride concentration: mgl/l
(For Emergency Pits and Settling Pits only)
Is the bottom below ground level? Artificial Liner? How is the pit lined if a plastic liner is not used?
X]yes [ ] No [ ]Yes No DriIIing Mud
- . . . 75 75 ’ . ;
Pit dimensions (all but working pits): Length (feet) Width (feet) D N/A: Steel Pits
Depth from ground level to deepest point: 5 (feet) D 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:

2432 240

feet Depth of water well feet D measured D well owner D electric log KDWR

Depth to shallowest fresh water 140 feet.
Source of information:

Emergency, Settling and Burn Pits ONLY:

Producing Formation:

Drilling, Workover and Haul-Off Pits ONLY:

Type of material utilized in drilling/workover: rilling Mud

Number of producing wells on lease:

Number of working pits to be utilized: 3

Barrels of fluid produced daily:

Abandonment procedure: Allow fluids to evaporate, let

Does the slope from the tank battery allow all spilled fluids to
flow into the pit? | |Yes [ | No

cuttings dry and then backfill.

Drill pits must be closed within 365 days of spud date.

Submitted Electronically

05/21/2012 15-009-25698-00-00 05/22/2012 X]ves [ | No

Date Received: Permit Number:

KCC OFFICE USE ONLY

[ ILiner [ |sSteelPit RFAC | |RFAS

Permit Date: Lease Inspection:

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



KANSAS CORPORATION COMMISSION
OIL & GAS CONSERVATION DivISION

CERTIFICATION OF COMPLIANCE WITH THE

1081564

Form KSONA-1

July 2010

Form Must Be Typed
Form must be Signed
All blanks must be Filled

KANSAS SURFACE OWNER NOTIFICATION ACT

This form must be submitted with all Forms C-1 (Notice of Intent to Drill); CB-1 (Cathodic Protection Borehole Intent);
T-1 (Request for Change of Operator Transfer of Injection or Surface Pit Permit); and CP-1 (Well Plugging Application).
Any such form submitted without an accompanying Form KSONA-1 will be returned.

Select the corresponding form being filed: C-l (Intent) DCB-l (Cathodic Protection Borehole Intent) |:|T-1 (Transfer) |:|CP-1 (Plugging Application)

OPERATOR: License # 31725
Shelby Resources LLC

Name:

Address 1: 2717 Canal Blvd

Address 2: Suite C

city: HAYS state: KS 7, 67601
Contact Person: CNris Gottschalk

Phone: ( 785 ) 623-1524 Fax )

Email Address:

Well Location:
E2 NE SE_SW Sec. 11 Twp. 17 S. R. 14 EIEasWest

Barton
H-E Unit

County:

1

Lease Name: Well #:

If filing a Form T-1 for multiple wells on a lease, enter the legal description of
the lease below:

Surface Owner Information:
Jon Eshelman

Name:

Address 1: 6931 S. 66th E. Ave., Suite 100

Address 2:

City: Tulsa state: OK Zip: 74133,

When filing a Form T-1 involving multiple surface owners, attach an additional
sheet listing all of the information to the left for each surface owner. Surface
owner information can be found in the records of the register of deeds for the
county, and in the real estate property tax records of the county treasurer.

If this form is being submitted with a Form C-1 (Intent) or CB-1 (Cathodic Protection Borehole Intent), you must supply the surface owners and
the KCC with a plat showing the predicted locations of lease roads, tank batteries, pipelines, and electrical lines. The locations shown on the plat
are preliminary non-binding estimates. The locations may be entered on the Form C-1 plat, Form CB-1 plat, or a separate plat may be submitted.

Select one of the following:

| certify that, pursuant to the Kansas Surface Owner Notice Act (House Bill 2032), | have provided the following to the surface
owner(s) of the land upon which the subject well is or will be located: 1) a copy of the Form C-1, Form CB-1, Form T-1, or Form
CP-1 that | am filing in connection with this form; 2) if the form being filed is a Form C-1 or Form CB-1, the plat(s) required by this
form; and 3) my operator name, address, phone number, fax, and email address.

|:| I have not provided this information to the surface owner(s). | acknowledge that, because | have not provided this information, the
KCC will be required to send this information to the surface owner(s). To mitigate the additional cost of the KCC performing this
task, | acknowledge that | am being charged a $30.00 handling fee, payable to the KCC, which is enclosed with this form.

If choosing the second option, submit payment of the $30.00 handling fee with this form. If the fee is not received with this form, the KSONA-1
form and the associated Form C-1, Form CB-1, Form T-1, or Form CP-1 will be returned.

Submitted Electronically

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



For KCC Use ONLY

APl #15 -

Side Two

IN ALL CASES PLOT THE INTENDED WELL ON THE PLAT BELOW

In all cases, please fully complete this side of the form. Include items 1 through 5 at the bottom of this page.

Operator: Shelby Resources L.L.C.

Location of Well: County: Barton

Lease: H'E Unit 990
Well Number: #1 2,475
Field: Larkin sec. 11

Number of Acres attributable to well; 160

QTR/QTR/QTR/QTR of acreage: _E/2

NE

- SE

sw

Show location of the well. Show footage to the nearest lease or unit boundary line. Show the predicted locations of

Twp. 17 S. R.14

feet from
feet from

Is Section: Regular or I:l Irregular

[le

N /[X] S Line of Section
E / W Line of Section
X w

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

Section corner used: |:| NED NWD] SE SW

PLAT

lease roads, tank batteries, pipelines and electrical lines, as required by the Kansas Surface Owner Notice Act (House Bill 2032).
You may attach a separate plat if desired.

Barton County

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

2475

FWI

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

990’
FSL

LEGEND

O Well Location

[] Tank Battery Location

Pipeline Location

------ Electric Line Location
=== | case Road Location

EXAMPLE

SEWARD CO. 3390’ FE

L

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).

5. The predicted locations of lease roads, tank batteries, pipelines, and electrical lines.

1980’ FSL
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dizaarzaly  W3I51 7202744685 FAGE @6/89

May 23 11 C640p  Zoler 6206557385 P
e T s comNYY, XS
M“&c:if 1 616 Page: IS
FORM 53 — (PRODUCER'S SPECIAL ) (B4 ID-UP) . Paqes Racerdeds 4 Tokal Fest Yeto
Date Recorded: 2/7/2011 3:80:13 oW
OIL AND GAS LEASE
AGREEMENT. Made and crtercd into the _B® day of EEBRIGE@M - 2011, By and between JUDY ESHELMAN snd 0N

ESHELMAN. wife and husband, sod JOBN E.HESTER and CHRIST] HESTER Fesbasd anc wilk, hereinadter call Lessor (whether one e
more;, and ANRAY ENTERPRISES, PO Box 384, Hoisington, Kansas 67544 . hercinafier called Lesses,

Lessor, in corsiderstion of o dollars and more (§10.00+) in hond pzid, receipt of which i3 here aknowlzdeed and of ths roynlties hersin
}.:}.‘E‘v‘ld.td _and of the apreemcnts of (he Lesgee herein contained, hereby zrams, lease: and fety wiclusively unto Lossee for the purpose of
-nvestiating, =xplorleig by geophysical and ocher meang. prospecting drilling, mining. end aperating for and producing odl liauid hydrugashions, aif
gases and their respeoiive constituent procucrs, injeering 255, water. other fluids, and air imo subsurfacs strata, laying pipe lies, sioring ol building
lenks, power swations, tel=phone lings and other Siructures and things ienton w0 produce, wave, 1ake core of, troa:. manufaciure, process, store aac
iruns;o;t :saidl oil. liquid hydrocarbons. gases and thair Tespuctive constituant products and Sther products trane etured thersfrom, and housing and
otcrwise caring for its employees, ho follow:ng described land, together with any roversionary rights snd after acquired interest, Thepsin:si
County of Barton, Satc of Kansas degeribed ay follow, tewit; e

The Scutiivast Guargar (Svivay

in Sectfen Eleven (11), Townghlp Seventeon (17) South, Raoge Faurteen (14) West. and containing One Hundred Sixty (160&'»&&, mors or
1338, 2nd a 1 accrezions theretg.

Sulject to the Dmyisipﬁﬂ herein corinined shis leaso shal) remain in foree Ry a torm of Twe (2) years fegyn tis Jute (edled “primary term™). and
s Iang thervafter a5 oil, liquid hvdrocathbons, 278 o7 other respeclive constiuen: produgts, or any of them, is procuced from said land or land with
which saidl fand ic poojed,

In consideration of the premjses the saic Lesser covenanis and agrees;

1%, To deliver to the =recit of Lessor, Free of €ogt, in the pipe linz 10 which Lessee may cornsct wells on said lang, the equal gne-cighth (]/5)
part of alt ol produced an seved from the Jeased premiges.

2. 19 pay Lessar for gns of whatsozvar natune or kind produced and sold, or used ofT the premiscs, or wscd In e manutacture of zn; prodacis
thetefrom. one-cighth (1/8) at the market prics ol the well, (but, 03 10 235 3013 ¥ Lessee. in no event mone tham oreseighth ¢1/8) of the proceccs
received by Lessec from such sales), for the 095 50id. used off he Framises, or in (e mazufacture 07 products therefrom. sid payments to be made
monthly, Where 285 frem a well producing 285 cnly is not sold or Used., ( ssses TEY pay Of wndar ag rayalty per Schoduie “A” per net minersl sex
remined :er'eundcr. k. if such payment or tender i3 mece it Wil be convidered that gas is being produced within the meaning of the preceding
PEREraph,

This laase may be maintainad during the primary term hereof withou, further payment or drilling operations. It the Lessee sha'l commonce 1y
atill & well within the e of this kease ar any extengion thereof. the Leyree shall hove the right to dritl such wsll Lo completion with reasongble
diligence anc dispatch. and :7 oif or gag, or either of therm, be found in paying quantitics. this lease shall contipue and be in force with like effect ag if
such welt hed been compiered within the term of years first meniigned.

[f sajd Lessor owns a jess imteres; in e thove deseribed lond chan the ertire ard undivided fec sirzic ostato thersin. then the royaltiss hersin
provided for shall be paidite said Lessor only in the proparlign which Lewor's intenest bears 1o the whole mnd undivided fee.

Lessce shall have the rigat 1o ust, fros of cost, Qs ol s1E waer Produscs on said land for Lessee™ operation thorcon, CNCEP Waier fFom ihe
wells of Lessor,

When pequested by Lesscr, Lessee shell bury Lessez's pige lines below plow cepth.

Ne well shall be drilicd nearer taan 50 feet to the 7ouse or bamn now on Said premises Without witten consent of [.2ssoc.

Lessee shall pay for damages caused Ty Lesxee"s nerasicns on $aid Jznd.

Lessee shaH Bive the right 2t any time te remove sl mazhinery and fixtures tlaced on said premises, including the rght b draw and remove
casfrg and U3k iormination of his lezse, Lesses shall remove all machinery and fMxmres.

I the estate of either party horeto is assigned. wnd the priviiese of #ssigaing in whole ¢¥ It pert is exprossly aliowed, the ccvenants hercof shall
zx-end oo their hejrs. executors, 2AMiNiSURAIORS, SUC05I0S O 895igns, but no change in the giwnership of the Japd or agsignment of rendals of rayalties
shall bs binding on the Lessee until afier the Lessze hag been furnished with a weirten transfer O¢ asgignrent or a true copy thereol. In case Logses
assigny this [sase. in whole o in part. Lesses stall be rebieved of all abligations with respuct te the assigred portion - portions &rising subscquent to
the datz of assignment,

Lessee may a' any time executz and deliver 1o Lessor or plece of record a release or releases covering sny pertion or porions of the shove
descriked orem;ses and sherohy suprencer this Jsase as to such portion or portians and be rclisved of abl obligations as tr (he acroage surrendered.

At expresy or iraplied covenaniz of thic foase shall be subjeet 10 afl Federa! end State Laws, Executive Orders. Rules or Regutations. and (his
lease shul) nat be terminated, In whols or In pars, ror Lessee held Masle ip damages, or 1a1lre 1o comply therewith, -1 eompliance it prevented by. o
it such failure 15 the resyla of, any suen Law, Order, Rule or Regulation,

Lessor hersby wartants and agress t defend the title to the lands herein described. and sgrees that the Lassec shall have the right at any time 10
redeens: for Lessor, b pyment any mortgages, waes or other Kens on the above deseribed lands. in the cvent of defauk of osyent by Lessor. and be
subrogated tn the right= of the hnlder therzof. and the undersigned Leasers, for thomselves and 1heir heirs. syceessors a9¢ assipns, bereby surrender
and release 2l right of Cower and homesicad in the promises describod berein, in 5o far a3 said right of dower and homestead may in any way affeet
the purposes for which this lease is made, s racited herein,

SEE SCHEDULE "A™ ATTACHED HEREYQ AND MADE A PART HERETQ FOR ADDITIONAL TERMS AND PROVISIONS.

IN WITNESS WHEREOF. the undersigned oxcouced tajs instnument 25 of the day and year fivst above witien,

JON ESHELMAN -
- -~ "

__Q/T’ﬁuw . !ij/ / aly devs,,,

Jog;w E. HESTER CHRIST] HESTER

A et Ine 303,
Aned
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o ACKNOWLEDGMENT FOR ™NDIVIDUAL
P A -

A
'

STATE OF

SN bt v, COUNTY OF 0 n § L% . 85
The Roregoing instnnent was acknowledzeg betore me this :

0

P davof o L <2011 by JUDY ESHELMAY and JON
— ol ey

Tt

ESHELMAN. w:fe and husband,

Notary Puliha
Btate of Oliznoma
, AWONDA |, MATHIS
] Tliise COUNTY

COMMESION K000208G4
Syt Exp. 12-18-2012

T T A AN
RS S e o] ™ Yo
Natary Public

{5e=1)

W MENT B N 1
STATE OF KANSAS. COUNTY GF ﬁ M , B8:

The forcsoing insicumen way acknuwlalped befors me s 3 dayof__ 7 bruaryy + 201}, JOMN E. HESTER and CHRISTI
HESTER, hushand and wife

(Seal)

Notary Pubic

OIL AND GAS LEASF ved for Reglster of

FROM

T2

Dam

S of Couy of

Setiton Towngain Ringe

Numbe - of Acres Term

Commen e

p7/89
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SCHEDULE =AY

The provisions of this lease are hereby amenged to include in the eranting clapse, helium and other xtraetions.

The toyalty clause is hereby amended to include a foyalty payment on helium and other extactions 2t the mouth of the
well,

proporionate toyahy share of all monies raceived by Lessee for oil andior gas production attrjoutable o this lease,
including any premiums, rcbates and refunds of any kind or nature paid ‘a Lessee and any take ¢ pay pavients,
production payments, cont-act buy outs or contract buy downs, which directly reduce the anount of royalty revenue
kessor woud otherwiss recetve ftom oil and/or Kas production from this lease.

Lesscr raserves the right to purchase gas for farm PU7pOses, ‘acluding but not Fapited to fvigation purposes “om wells
located on the apove-described real estaze or from 2nv reql estats unirized with the above-descritied real estate. 1 essor
shall make all connestions for these pHrposes at their sole cost. expense and llability, and Lessor shal! copform 1o the
engineering specifications of Lesses’s production deparnrent. Lessor shall pay Lessee for any gas purchased for
Irmgation surposes in the amount per MCF equal to the price then in effect under any contract undet which Lessee is
selling gas from the gas wall on the shove.descr bed real extate or any unitized reat estate to a third party. The amourt of
gas which the Lessor may purchase hercunder shall ke limited to one-eighth (3/8) of the entire amount of gas produced
from wells loceted upon the above-desctibed real estate or from the real estate unitized therewith.

Lessee agrees 1 yaturs: the land as nenrly as possible to its present condition after any drilling operations.
Any tanks or gunbarvels shail ke plecad by mual agreement of Lessor ard Lesses,

Before building any roads, Lassee and Lessor shall mutually sgree 23 10 the site for the roads, Mo road ditches chall Je
construeied and roads shall not obstruet he natural or established flow of water.

The Lessee shall not, notwithstanding the pravisions of paragtaph 1 of this Oil and Gas Lease, inject any gas, water or
other fluid and air imo any subsurface stratum which contains water suitakle for irrigation purposes or for dumesiic
consumption or livestock consumption.

Lessee shall not drill any salt water disposal wei; tpon the above-described real estate without the express written consent
of the Lessor being first obtained, provided Lessee shall have the right to drill & sal: water disposai wel! for disposition of
salt water from wells drilled on the real estate deseribed in paragraph | of this Jease,

If lessee drills 2 well on the leased premises, Lessae shall, at the optian of Lessor, set the surface pipe frort the surface to
balow the base of the deepest fresh water formation. This obligation shall continue even if'ths lease is assigned by Lessee
o any other persons or entitias.

In the evemt of gas production hereunder in commercial quantities and said well is a1 shutsin, Lessor is to receive a
minimum of five dollars ($5.00) per net minaral cre per year royalty for emire acreage covered by this fease in order to
perpetuate this lease. Lessee shall have thirty (30) days after notification by Lessor of insufficient roval-y to tendet said
deficiency or seid lease shall rerminate.

If the primary term of this lease i petptusted by production of oil or gas, nonvithstanding anylhing o the corfrary
comtained in this fease, it is expressly sgreed that his lease shall termmirak as of two (2) years efter expirgtion of the
ptimary term hereof, insofar, and only insofar, as to all of the formations lying below 100 feat below the tata) depth of the
deepest test drilied by the lessee or its assigns om the above~described premises or on any lands unitized or poolud
iterewith. Upon the writien request o7 the Lessor -he Lessee shall be obigated to file of tecord in the applicatte office of
the Register of Deeds 2 release of such lower 2ones of formations within sixty (60) days after the expiration of the two-
year period following the primary term hereof. If such release is nct filed within said 60-day period, Lestee shall be
Subject tc damages and for any atomey’s fees incurred by Lessars in obiaining such release.

Lessee shall bury ail pipelines at least forty (40} inches below the surface of the above-described neal estate.
Lessee shall hey) (rash 10 the landfill and shal) dump 1o frash in ary pits.

The Lessze shall niot have the right to use fresh water produced from the ahove-deserided real esiate for the purpose of
secondary recovery by water flood, pressure maintenancs or other similar operatopns.

Before commencing any drilling Operations upoen portions of -he above-doscoribed rea) esiate, the Lesser shall pay the sum
of one thousand doliars (51,000.00) to the Lessor a3 2 deposit 10 be zapplied against damages 1o land and crops caused by
the cperazions of the Lessae, I the desceibed eal estate, is amaged (physical and/or loss o crop production capability or
loss wo grazing rights) © an amount greater than the amount paid prior to drilling cperations, then Lessee shall promptly
paty Lessor such additiona! damages.

In the event of production of only gas in commercial quatities and in the further evant said gas well is shut-in, the Lessee
shall pay shut-in gas rovalties of threz hundred twenty dollats ($320.00) per year for the theee (3) year patiod after such
Zas well is completed and thereafer, the skyt-in royaity payments shall he ane thovsaad dellare ($1,000.00) per year. (F
a5 has 1ot been sold from said premises within six (6) years from campleton of said gas wel., this lease shall expire six
(6) years from the date of completion of snid zoz well.
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18.  Notwithstanding anything to the Contrary containad in this Lease, If during the primary term hereof, 3 welf is drilled ang

70

2],

23.

24,

25.

26.

27

28,

26.

30.

3]

oil Is prodused therefrom in tommercial quantities, the Lessee agrees either to commence drilling operatiens for an
additicnal ofl well 2nd complets said operations within thirty-six (26) monthe following the completion of the fist well
producing oii in commencial quantities or release all acteage in said lease. except the forty (40) agres immedistely
surtounding the €t producing well.

Lessee shall use plastic lined pits on water pits but shall not be Tequired to use plastic kined warking and reserve pits. As
%oon &5 the pits are dry the pits closed as herein provided.

The Lessea agrees ther o connection with jts operations upon the shove deccribad ren’ estrta, the shale ang Foaerve pits
Wil be dug in such x manner as to remove and preserve the Lessor’s topsoil and to segregate the topsoil from the sulmsot!
and after yse, said pite will be backfilled by Lessee pursuant 1o this lease 2t such £me = the Lessor sha): direct,

The Lessee agroes to camply with all rules and regalatiors of the United States Deparonent of Agricoiture, Nataral
Resources Conservation Services and appropriate Farm Seryvice Agency with respect to any conservation Reserve
Program covering the above-Geseribed real sstate, In particular, when drilling and operations have termirated, the Lessee
shell restore the surface fo its present condition, meluding the resceding of gress seceptable w the Natural Resourcas
Conservation Services and Farm Service Ageney.

Lessce shall not enter or attempt & enter oo the leased lang duritig, muddy conditions, except as may e agreed by
Lessor. in te event Lessee shall alteady be on and conducting seism’c or drilling operations when muddy conditions
develop, then Lessee shall use raasonably efforts fo minimize damage to Jend, but Lassee shall not be required w stop
operations due to muddy conditions,

Notwithstanding any cther provision of this Jease, the Lessor and Lesses agree that this lease does not provide Lessee
with a pipzlire right of wey and/or easement for careying or ‘ransporting gas, oil, or other oi! and gas relaled marerials
that are solely produced from Jocations not otiginating on the leased land or on land to which the leased bamd 15 unitized.

The Lessee upon request shall allow Lessor or Lessor's Tepresemative(s) to view copies of anv logs in its possession or
tnder fts control relative to the geologic structure of the anave-deseribed resl estale, Such information shall be kept
simictly confidential by the Lessor,

Notwithstanding anything harein contained 10 the conteary, 1o well shall ke driliad nearer than three hundrad feet e
10 the house, bam or any other steucture on said premises without the written consaut of the Lessor.

Notwithsiznding anything herein conteined o the oontrary, all essignees of Lessee shall be responsible for resoring the
surface as pear a5 practicable 10 its oNginai condition within minzty (33) days after complation of & dy hole or within
minely (30) davs after 01l or gas ceases to be produced from 3 producing well. The obligation to restore the surfacz shal]
continue even if thiz lease is assigned by Léssee to 2ny other persons or entitfes,

Notwithstanding the provisions of this lease to the concary, if the Lesser determines that the sppropriate drilf site for a
well on either 2 contiguous tract or on the rem; estate covered by this lease i5 closer than three hundved thirty fiet (330 w0
the droperty fine between the two (2) real estate tracts, the Lessez is hereby athorized to drilt such well within three
hundred diicty fiset (330" of the property line betwer the swo (2} real estate tracts after providing written notice to the
Lessor.

In the event a well sroducing of] in commeseial quantities is drilled under the provisions of Paragraph 27 of this lease.
then and Ir. such event. the Lessors agree that an oil unit of ten (10} acres may be established 5y pooiirg ten (10) acres in
a square form around the well bore whethey locatad on 1he property covered by this fease or on the cortiguous property.
The unit shall consist of a wtal of ten (10) acres from tis lease and from the contigugus property. The royalty payable
herewith shall be apportioned according to the number of acres frotn this lease, and the acros from the contiguos real
estate contained in said unit.

In the event a well, produting pas in commercial quantities is drilled under the provisicns of Paragraph 27 of this iease,
then and in thar avent, the Lessee may astablish a gas unit of ane hundred sixty {160; acres, corsisting of eighty (86)
BCIES in A Square or rectangulsr form on the contiguoys resl estate and eigkty (30) acres £ 2 square or rectengular form on
the real estate covered by this Jease. Said gas unft shall consist of cne hundred sixty (180) contipuous acres in square or
rectangular form,

Lessee shall 1ok go wpon or conduzt any operations upon the imrigatsd portion of the above-deseribed rea) estate betwesn
Aprit 15" and the end of harvest n the fa!] in any calendar ysar unless gives written permission by t1e Lessor, which
petmizsion shall not be unreasorably withheld. Crop damages shall be paid upon the basis of average field yield times
average price at manirlty, plus any loss 14 a result of lower crop vield due to operations of the Lessec which prevented
timely irrigation of said crops.

The lessee agrees that 1o g=o-shysica) se’smic testing shall be conducted on the degcribed real estate, mxcept by scparate
written agreemmen; and for such consideration s shall be agrexd to by Lessor.
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The provisions of this Iease are hereby amended to include in the granting clause, helium and other exractions.

The royal'v clase is heteby amended to include 3 royalty payment on kelium and other extractions at the mauth of the
well,

It is agreed that if the Lessee awns any snterest in the pipeline to which is deliverec the gas procuced from this premises,
the Lessor shall bear no cests of gas (reaunent, dehydration, compression, transportation or water havling charged to this
lease by Lessee in its operations thereon afer the point of diversion. Jt j3 further agreed that Lessor shall receive their
proportionste soyalty share of all monies received by Lessee for oil andior gas production atributable to this lease,
including any prettiums, rebates and refunds of sy kind o Aature paid fo Lessee and any take or pay payments,
production payments, copiract by outs or comract buy downs, which Cirectly reduce the smount of royalty revenue
Lessor would otherwise receive from ol and/or gas production from thiz leass.

Lestor reserves the sight to purchase gas for farmn purposes, including but not limited 1o itd garion puzposcs from wells
located oh the ahove-Gescribed real estate or from any real estaie unitized ‘with the sbove-described real estate. [ essor
shill muke all connections for these purposes x their sole Cost, expense and Kability, and Lessor shall conform to the
enginesring specifications of Lessee’s production departinont. Lessor shall pay Lessew for any gas purchased for
Irrigation purposes in the smount per MCF 2qual to the price then in effect under sny contract under which Lessee is
selling gas from. the gas well on the 2bove-described: regl esiate or 2ny unitized real cstate to a third party. Thz amount of
gas which the Lessor may purchase hereunder shall be limited to one-gighth (1/8} of the entire amount of gas produced
from walls (ocated upon the above-described real estate or from the real estate unitized therewith.

Lessee agrees to retum the 'and as naarly as possible o its present conditian after 2ny drilling operations.
Any taoks or gunbarrels shal: be placed by mutial agreement of Lessor and Lassae,

Bzfore building any roads, Lessee and Legsor shzll tutually agres £5 10 the site for the roads. No r0ad ditches skall be
constructed and roads shall not obstruet the natural of established flow of water,

The Lessee shall not, notwithstanding the provisions of paragraph 1 of this Oil and Gas Lease, inject any gas, wate- or
other fluid and air inte any subsurface stramwm which cortaing water suirable for izrigation purposes or for domestic
consumpltion or livestock consumption. '

Lessee shell not drill any salt water di sposal well upon the abcve-described real esmie withow: the express written consent
of the Lessor being first obtained, provided Lessee shall have the right 10 d-ill a salt watcr disposal welt for disposition of
salt water from wells ¢rilled on the rzal estate deseribed in paragraph 1 of this leage.

If lessce drills 2 wel) on the leased premises, Legses shall, at toe option of Lessor, set the surface pipe from the surfacs to
below the base uf the deenzst fresh water formation. This obligaiion shzll contlnue even if this fease js assipned 5y Lesses
to atty other persons of cntities.

In the event of gas preduction hereunder in commercial quantities and seid well is not shut-in, Lessor is %o rzceive 2
minimura of tive dollars ($5.00) per net mineral acre per vear royalty for enlire acreage covered by this lzase in order t¢
petpetunte this lesse. Lessee shail have thirty (35) days after notification by Lessor of insufficient rovalty 1o tender said
deficiency or said lease shall termingte.

Tf the primary temm of this lease is petpetiated by production of oil or gas, notwithstanding anything to the contrary
contained in this lease, it is expressly agreed that this lesse shall tegninate as of two (2) years afier expiration of the
primery term hereof, insofar, and anly nspfar, 2s to all of the formations lying below 100 feet below the total depth of the
deepes test drilled by the lesses or its assizgns on the above-described premizes or oa any lands unitized or pooled
therewith. Upom the writtan request of the Lessor the Lessee shali be obligated to file of record in the applicable office of
the Register of Deeds a release of such fower zones or formations within sixty (60) days after the expiration of te wo-
year perjod Jollowing the primary vertn hereof [f such relesse is not filed within said 60-day period, Lessee shall he
subject to damages and far any a-torney’s fees incurred by Lessors in obraining such release,

Lesses shall bury ell pipelires at least forty (43) inches below the surface of the abpve-described resl estate.
Lessee shall heu! trash to the land Gil and shall dump no trash in ary pits.

The Lessee shall not have the right to use fresh water produced from the above-degcrided real e3tate for the purpose of
secondary recovery by water ood, pressure maintenance or ather similar gperations.

Before commencing any drilling operations upon portions of the above-described real estabe, the Lesses shal! pay the sum
of one thousand dollars ($1,060.00) to the Lessor as a depasit to bz applied agajnst damages w0 Jand and crops caused by
the operations of the Lessze. If the described rea) estaie, (s damaged (physical and/or toss ©0 ¢op procuction capability or
loss 1o grazing rights) to an amount greater than the amount paid prior w drilling operations, then Lessee shall promptiy
pay Lessor such additional demages.

in the event of production of only gas in commercial quandties and in the further event sald zas well i shut.in, the Lessee
shall pay shutvin gas royaities of three hundred twenty doliars ($320.00) per year for the three €3) year period sfier such
gas well i3 completed and therezfier, the shut-in royalty peyments skall be one thousand dollars {51.000.60) pzr year. If
gas has not been scld from said premises within six (6) years from complation of said gas well, this leass shall expire six
(6} vears from the date of comnpletion of said gas well.
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IR Nowithatandisg anything % the centrary contained in this Lease, if during the primary term hereof, a well is drilled and

22.

23

24.

25.

26.

21

28,

29.

30,

3.

oil is produced therzfrom in comuerein] quantities, the Lzssse agrees either to cgrmence drilling operations fo» an
additional oil well and complete xaid operations within thiny-six (36) motths following ths completion of the first well
sradueing oil in commerciel quantities or release all acreage in seid fease, except the forty (40) acres immediately
surrounding the first producing well.

Lesgee shall uge plastic fined Pis Ot water pits but shal) 1ot be Tequired tc use plastic lined werking and reserve pits. As
soon as the pits are dry the pits closed a5 herein provided.

The Lessee agrees that in connection with its operations upon the above-described resl estata, the shale and reserve pits
will be dug in such a manner as to remove and preserve the Lessor's topsoil and to segregata the topsoil from the subsoil
and after use, said pits will be backfilled by Lassee pursuant ' this lease a1 vuch fime a5 the Lessor shall direct,

Tha Lessee agroes to comply with all rules and regulations of the Unjted States Departmen: of Agrlcshure, Natura)
Resources Conservation Services asd appropriate Farm Service Azency with respect to any conservation Reserve
Frogram covering the above-described reai estate, In particuiar, when drilfing and operations have terminated, the Lesses
shall restore the surface 1o jts present condition. including the reseeding of grass acceptable to the Natural Resources
Conservation Services and Fach Service Agency.

Lessee shall not enter or aterapr t5 enter onto the leased land during ruddy conditions, except as may be agrsed by
Lessor. In the event Lessee shall already be o and copducting seismic or drilling operations when muddy cond:tions
develop, then Lessee shall use reasonable efforts o minimize damagz 1o land, but Lessee shall not be required to stop
Operations due to muddy conditions.

Notwithstarding any other provision of this lease, the Lessor and Lesees agres that this lease does not provide Lessee
with a pipeline right of way and/er easerment for <atrying ot transporting gas, oil, or other oil and 2as related materials
1hat are solely produced from locasions not oziginating on the leased land or on Jand to which the leased iand is utiitig=d.

The Lesses upon request shall allow Lessor o Lessor’s representacive(s) to view ¢opies of any logs in ita possession or
under its control relative to the gr0.0BJC structure of the above-cescribed real estats, Such information shall be kept
strictly confidential by the Lessor.

Metwithstanding anything herein contained to the contrary, no well shall be drilled nearer than three hundred feer (2009
to the house, bam or any other strLcturs ot saic premises without the written consent of the Lessor.

Netwithstanding anything herein contained to the contrary, all assignees of Lessee shal] be responsible for restoring the
S.rface as aear as practicable to its original cordition within ninety (50) days ateer completion of a diy hole or within
nitety (90} days after ol or gas ceases to be Jroduced from 3 proaducing well. The obligation to restore The surface ghal
eantinue even i7 this lease is assigned by Lessee 1o any othet persons or entities.

Notwithstanding the provisions of this leass *o the contrary, if the Uessee deter-nines that the appropriate drill site for 2
well on either u contiguous tract or on tae real estate covere by this leasz Is closer than three hundred thirty feet (3307 to
e property line Yetween the two (2) Teal estate Wacts, the Lessee Is keccby amhorized to drill such well within thoee
huncred thirty feet (330°) of the Pproperty line Setween the two (2) real estate tracts after providing written notice 1o che
Lessor.

In the event 2 weil producing ofl in commersial quantities s drilled under the provizions of Paragraph 27 of t1is lease,
then and {1; such event, the Lessors agree that an oil unit of ten (10) acres may be established by pooling tan (10) scres in
2 square form around the well bore whether Jocated on the propesty ¢overed by this lease or on the conriguous propesty.
The umit shall consist of a total of ten (10) acres from this iease a3d from the contiguous property. The royalty payable
hevewith shall be apportioned sccording to the number of acras Trom this Jease, and the acres From the contiguovs res]
estate contained in said unjc

In the event a well, producing gas in commercial quantities iy drilied under the provisions of Paragraph 27 of this lease.
then and in that event, the Lessae may esablish & gas unit of ome hundred sixty (160) acres, consisting of aighty &0
acres in 2 square or rectangular form on the contiguous resl estate and eighty (80) acres in a square or rectangnlar form on
the veal estate covered by this leasa. Said &ss unit shall consist of one hundred sixty (160) contigious acres ir square or
rectangular form.

Lessee chall not go upon or eondurt any operations upan the irrigated portion of the above-described real cstate berween
April 157 apd the 2nd of harvest in the fall in any calendas year unl=ss giver written permission by the Lessor, which
permission shall not be unreasonably withheld, Crop damages shall 3¢ paid upon the basjs of avergge fizid yield times
average price at maturity, plus any loss as a result of lower crop yield due to aperetions o7 the Lessee which preventzd
Hetiely irrigation of said crops.

The lessee agrees that ne Eeo-physical seismis testing shal! be conducted on the described real estata, excapt by separate
written zgreement 2nd for such consideration as shall be agreed to by Lessor.
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OIL AND GAS LEASE

AGREEMENT, Made and entered ints the _3% duy of _pBt@wRRY - 2011, by and between JUDY REHELMAN and JON
ESHELMAN, wife and hushand, and JOHN E. HESTER and CHRISTI HESTER, hesberd and wife, hereinafier cell Lessor (whether ane of
#re), and ANRAY ENTERPRISES, PO Bax 384, Hoisington, Kansus §7544 , hereinafter ralled Lessee.

Lassor, in congideraticn of Ten dollars and nore {310.00+) in Fanc paid, repeipt of which is here acknawiodgad and of the royalties bewein
provided and of the agreements o the Lessee berein containgd, héreby grants, leases and fas exclus ively umo Leases for the purposc of
fovestigating. exploring by Reaphysicsl and othet means, prospecting driling. mining and apergtiag fot and produsing oil, liquid hydrecebons, all
gmes and their respective constituent products, jnjesting gas, waker, other fluids, and air ima subsuface strata, layi ng pips Jines, storing 613, buitding
tanks, power stations, wlephtmie Jines and other siuctures and things herean to produce, save, take cars of, treat, manuictucs, process, 510 and
TENSpON eaid o, liquid bydrocarbions, gases and thele respestive constituent products and other produets fanufactured therefrom, anc housing and
sthecwise caring for its employses, the foltowing deseribed land, togethat with any reversicarry rights sad sfer acquired intorest, TeRdin sitaatad in
Couny of Barton, Stats of Ksnsas described as Follow, wo-wit: R

The Boutheast Quarter (SE/4)

in Section Lleven (1) , Township Seventeen (17) South, Range Fasrteen (14) West, and containing One Husdeed Sixty (160) eexes, mare or
lex2, and o}l aceretions therero. S

Subject to the provisions hexein d this lcasz shall reman i frce Yot 2 term o7 Two (2) years from this date {called “primary t2-m™), and
% long thereafier a5 oil, tiquja brydrocarbens, gas or other respestive congrituent Froducts, or any of them, is produced frow said fand o land with

which s9id land is pooled.
In considesation of the Premises the said Leases covenants and agrees:

3% To deliver to the credit of Lessor, free of cost, in the pipe lne 16 which Lesses may cennect wells on ssid land, she equal one=zighth (}/%)
pant of a}l oil produced and saved from the leased pramises, .

2%, To pav Lessor far 828 of whatsoevzr nature or kind produced and sold, o1 used off the premises, or used in the thanufactuce of ey praducts
therefotn, ane~sighth (1/8) &t the Tarket pice at fhe well, (i, 35 10 gas sold by Lester, in no avert more thay one-cighth (1/8) of the proceeds
raceived by Lessee Gom such saies), for the gas sold, used ¥ the Dremises, or in the menufacturs of products theratom, said payments to be made
motthly. Where gas from a wel) producing gas only is not 50ld or used, Lessee may pay or tender as rovalty per Sehodule “A” per net mineral are
tetained hereunder, and if such payment or tender is made it will be considéred that £85 is being produced within thy meaning of the preceding
paragraph. .

This legs= may be maimmined during the primary term hereo? Without further peyment or drilling operations. If the Losaca shall commencs ko
drilt a welt within the term of this Lease or any exenston thereof, she Lessee sual hawe the right w drilt such weil to completion wilh ressonatle
difigence and dispateh, and 5f oil or &as, or eitber ol them, be found to paying quantities, shis Jeass shall continue snd be iy foroe with lke offcot a if
Sich svett had been completed within the term of vears firet qertioned,

T 45id Lemsor owng @ lees imecest in the above doscribed land than the entire and undivided fee simple estat= therein, then the royalties herein
pravidad for shall be paid the said Leasor only in the propardon which Lessor's intercst bears to the whole and und:vided fee,

Lesses shall have the right to yse, free of cot,'gas, of. 6nd wazer produced or said (and for Lessee's operation therson, exzep witer fram the
WeIls of Lessor.

Wien requeated by Lessot, Losser shall bury Legses™s pipe Jinas balow plow degth,
N welt ghall by drilled nearer thio 300 Seet to the house or bam now on said premises withont written consear: of Lessor,
Lesser skall pay for damages caused by Lexser’s operstions oo said lang.

Lessee shall havz the right ar any fime 0 remove 2l mao2izery and fixtures placed on said premises, irclading the vigh to draw aac remove
<a3.0¢, aac upan termination of his lease, Leasee shal) tetove al) mackinesy snd fxiures

Ifthe estate of either party hereto & asgigned, and the privilegs of assigning io whole or in part is expressly allowsd, the wovensmts hzreof shall
extead to their heirs, execuors, administrators, successors ar assigne, bitt no change if “he ownership of the land or assignnet of rertals or royaltles
shatl bs binding on the Lessee il after the 1 esgen hes been fumished with a written teansfes or ASSI@MEnt or a truc copy thereof, I cass Lessec
assigs this Jease, in Whole or in parr, Lexsee shall be rcheved of al} obligations with respect to the assigned postion or portions agising aubsequent to
the date of mosignmerr. '

Lessee may ot any time exeante and deliver to Lessor or Place of rocord & reloase or relcaws COYSEING BNY Portion OF portioas of the above
desoriher. premises snd thereby susrender this esar o to such portion or portions anc be rafleved of all obligations a2 to the sreage surrendered.

All express or implied covenants of this lease shall be subjest 10 all Federal £34 State Laws, Executive Orders. Rules or Reguiatione, pnd thie
Ieasc shaa'l not be wetminated, in whole 0t in past, nor Lessee held fishic in damages, for failure to comply therewfth, if compliznce is prevented by, or
1€ suck Gilure ;8 the result of, any such Law, Order, Rule or Reguiation,

Lessor hereby warsamms and agrees (0 defend the tirle to the lands hevein deaeribed, and aprees thet the Lesser shall have the right at any time to
redeem for Leasar, by payment any morigages, |axes o clher jans on the 250ve desmribed lahde, in the 2vont of default of payment 2y Lessor, and be
subrogzted to the fights of the holde thareof, and the wndersizned Lessors, for thersebves and their hieirs. successors and assigns, hershy surrender
and releass all cight of dowrtr and bamestead in the pretaises described herein. in so far a5 mid right of dower snd hornestead may inany way alfect
the purposes for which this lease i$ made, as reched heyein.

SEE SCHEDULE “A* ATTACHED HERETO AND MADE A PART HERETO F OR ADDITIONAL TERMS AND PROVISIONS.

N WIFNESS WHEREOF, the wndersigned exccuted thls lugtrusnont as of the dey 2nd year first above written. (L P
. Sumeersar, ﬂ: e

9 2t P

J‘L‘D; rsm;gnn JON ESRELMAN .. Bov
e ” i

JO! HESTER

CHRISTI HESTER
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AQK\IOWI LEDGMENT FOR INDIVIDUAL
o ‘. .
A .
STATEOF _ [ 5L 4 vl e ot COUNTY OF -~ e A N 5}
The foregoing insirument was scknowledged before me ‘hig 4=~ dayof _ T4 5, e, 201! by JUDY ESHELMAN and JON
ESHELMAN, wife and Wsband.

. 54’!#.';‘1°om o s
Biate M . Al S -
(Bexl} RHONDA L N?AT"““ Coa e P R T
g cmw%fui%mobns Cobgomeate TV s 2
Comes. Exp. 12-18:2612]  Netery Public

ACKNOWLEDGMENT FOR INDIVDUAS,
STATE OF KANSAS, COUNTY OF “Rcmce 35

The orugoing, innumen: wes acknowtcages betos methis __4___day of F e brua rA 2011, JOMN £, HESTER snd CHRISTI
HESTER, husband and wife

':"."[?l?il) :‘”:. /4/
’ o o ' Bt il ?A‘d#‘-{ JeY
TELIg ST T ;
e ‘?w e ‘ ’ Notary Public

X084 TNV n.'..ww“'

OIL AND GAS LEASE E5OTY ifer

No.
FROM

TD

Date

Shate o County of

Section Townzhip Range

Mumber of Acres Term:

Comments;
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SCHEDULE “A”

The pruvisions of this lease ara hereby arnended ta jnc)ude in the granting clause, helium and other exiraciions.

The royal'y clause is hereby amended to include a royalty payment on Belium and other extractions at the meuth of the
well,

It i5 agreed that if the Lessee owns any interest in the pipeline to which is delivered the gas procuced from this premises,
the Lessor shall bear no costs of gas (reatment, dehydration, compression, transportaiion or water havling charged to this
lease by Lessee in its aperations thereon afier tae point of diversion. Jt i3 further agreed that Lessor shall receive their
proportionate soyalty share of all monies received by Lessee for ofl sndior gas production atributable to this lease,
including any premiums, rebates and refunds of sny kind or nature paid to Lessee and any take or pay payments,
production payments, comtract by outs of contract buy downs, which directly reduce the amount of royalty revenue
Lessor would otherwise receive from oil and/or gas production from thiz lease.

Lessor reserves the right to purshase gas for fatn purposes, including but nor limited to irdgation purposcs from wells
located on the ahove-Gescribed real estate or from any real estade unitized ‘vith the shove-described real estate, [ essor
shell owke all connections for these purposes & their sole ©ost, expense and lability, end Lessor shall conform to the
engineeting specifications of Lessee™s producton department. Lessor shall pav Lesses for any gas purchased for
itrigation purposes in the amount pet MCF 2qual to the price then in effect under any contract undet which Lessee is
selling gas from. the gas well on the 2bove-described real estate or 2ny unitized resl estate to a third party. Thz amount of
gas which the Lessor may purchase hereunder shall be limited to one-gighth (1/8) of the enfirc ampurt of gas produced
from wells located upon the above=desceibed real astate or from the real estate unitized therewith.

Lessce agrees to retumm the land as nearly as possible 1o its present conditian after 2ny drilling operations.
Any tanks or gunbarrels shali be placed by mutual agreement of Lessor and Lassae,

Before building any soads, Lesses and Lessor shall tnutually agres 25 10 the site for the roads. No road ditches shall be
constructed and roads shall hot obstvuct the natural or established flow of water.

The Lessee shall not, notwithstanding the provisions of paragraph | of this Oil and Gas Lease, inject any ges, water o
other fluid and air into any subsurface strawm which contains water suitable for irrigation purposas or for domestic
consumption or livestock consumption. '

Lessee shell not drill any salt water disposal well upon the abcve-described real esmie withow: the express written consent
of the Lessor being first obtained, provided Lesses shall have the right 1o d-711 a salt water disposal welt for disposition of
salt water from wells drilled on the rzal estate deseribed in paragraph 1 of this leage.

If lessee drills 2 wel) on the leased premises, Legses shall, at ta¢ option of Lessor, set the surface pipe from the surface to
below the base of the deesest fresh water formation. This obligation shell continue even Ifthis lease 3 assipned by Lessee
to any other persons of Sntities.

In the event of gas preduction hereunder in commercial quantities and said well is not shut-in, Lessor is ‘o receive ¢
minimura of five dollars ($5.00) per net mineral acre per vear royajty for eniire acreage covered by this lzase in order 1o
perpetuate this lesge. Lesses shail have thiny (30) days after notification by Lessor of insufficient rovaly 1o tender said
deficiency or said lease shall termingte.

Tf the primary term of this lease is perpemated by production of oil or £35, notwithstanding anvthing to the contary
contained in this lease, it is expressly agreed that this lease shall tepminate as of two (2) years afer expiration of the
primery term hereof, insofar, emd anly insofar, 2s to all of the formations lying below 100 feet telow the total depth of the
deepest test drilled by the lassee or its assigns on the above-described premizes or on any lands unitized or pooled
thérewith. Upon the writtan request of the Lessor the Lessee sagli be obligated to file of record in the zpplicable office of
the Register of Deeds a slease of such fower zones or formations within sixty (60) days after the expiration of the two-
year period Jollowing the primary werm hereof. [f such release is not filed within said 60-day period, Lessee shell se
subject 1o damages and for any attorney’s fees incured by Lessors in obraining such release.

Lessee sha.l bury ell pipelires at least forty (42) inches below the surface of the abpve-described real estate.
Lessee sha'l hzu! trash to the land i and shal) dump no trash in ary pits.

The Lessoo shall not have the right to use frecsh water produced from the above-descrided real e3tate far the purpose of
secondary recovery by water flood, pressure msintenance or other similar oparations.

Before commencing any drilling operations upon portions of the above-described real estabe, the Lesses shal! pay the sum
of ot thousand dollars (31,060.00) to the Lessor as a depasit to bz applisd egajnst dsmages o Jand and crops caused by
the operations of the Lessze. [f the described real estate, is damaged (physical and/or toss 20 cx0p production capability or
loss to grazing rights) to an amount greater than the amount paid prior e drilling operations, then Lessee shall promptly
pay Lessor such additionsl demages.

tn the event of production of only gas in commercial quancties and in the further event gaid gas well is shut-in, the Lessec
shall pay shut-in gas royalties of three hundred twenty dollars ($320.00) per yesr for the threa €1) year period sfier such
gas well i3 cotmpleted and therezfier, the shut-in royalty peyments skall be one thousand dollars (S1,000.G0) per year. If
gas has not been sold from said premises within six (6) years from complation of said gas well, this laass shall expire six
(&) vears from the date of cornpletion of said gas well.
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SCHEDULE “A®

22.

23,

24.

25,

26.

21

28.

29.

30,

3.

Panpe #1 4

Nowwithstanding anything % the contrary contained in this Lease, if during the primany term hereof, a well i3 drifled and
oil is produced therzfror in conumercial quantities, the Lessse agrees either to commence drilling operations fo+ an
additioral oil well and complete said operations within thiny-six (36) months following the completion of the first well
praducing ol in commerciel quantities or release all acreage in seid lease, except the forty (40) acres immedistely
swrrounding the first producing well.

Lessee shall use plastic fined pite op water pits but shal! 1ot ba Tequived tc use plastic lined working and reserve pits. As
soon as the pits are dry the pits closed as herein provided.

The Lessee agrees thar in conniection with its operations upon the gbove-described real estats, the shale and reserve pits
will be dug in such & mammer a5 to remove and preserve the Lessor’s topsoil and to segregate the tapsoil from the sebsoil
and aftor use, said pits will be backfilled by Lessee pursuant ¢ this lease alsuch time 25 the Lessor shall direct,

Thz Lessee agroes to comply with all rules snd regulations of the United States Departmen: of Agylosiure, Natura
Resources Conservation Services and appropriate Farm Service Agency with 7espect to any conservation Reserve
Program covering the above-described reai estate. In particula, whe drilling and operations have terminated, the Lessee
shall restore the surface to ifs present condition, including the reseeding of grass acceptable to the Natural Resources
Conservation Services and Faom Service Agency.

Lessee shall not enter or atterapr to enter oo the leased land dwring ruddy conditions, except as may be spreed by
Lessor. In the event Lessee shall already be on and conducting seismic or drilling operstions when muddy conditions
develop, then Lessee shall use reasonable efforts to minimize damags to land, but Lessee shall not be required to stop
Operations due to muddy conditiops.

Notwithstanding any other provision of this lease, the Lessor and Lesear agrea that this lease does not provide Lesses
with a pipeline right of way and/er easement for catrying ot transporting gas, ofl, or other oil and gas related materials
that are solely produced from locasions not ofiginating on the leased tand or on Jand %o which the lzased land is utitig=d.

The Lessee upon request shall allow Lessor or Lagsor’s representacive(s) 1o view copins of any logs in ita pessession or
under its concrol relative to the geologic structure of the above-¢escribed real estats. Such information shall be kept
strictly confidential by the Lessor.

Metwithstanding anything herein coniained to the contrary, no well shall be drilled neares than three hundred feet (3007
to the house, barn of any other strctire oft saic premises without the written consent of the Lessor.

Netwithstanding anything herein contained to the contrary, all assignees of Lessee shall be responsible for testoring the
sutface as wear as practiceble 10 1t original cordition within ninety {#0) days after completion of a diy hole or within
nitety (90} days adter oil or gas ceases to be Jroduced from 5 producing wel]. The obligation to restore the surface ghal)
continue even ji this lease i assigned by Lessee 10 any othet persons or eptities.

Notwithstanding the provisions of this lease ‘o the contrary, if the Lessee decer-mines that the appropriate drill site for 2
well on ejther u contiguous tract or on tac real estate covered by this lease Is closer than three hundred thirty feet (330 to
the property line between the two (2) real estate tracts, the Lessee s Eeceby amhorized to drill such well within theee
huncred thirty feet (330°) of the property line Setween the two (2) real estate tracts after Providing written notice 1o the
Lessor.

In the event a well producing oil in commeroial quantities is drilled under the provigions of Paragraph 27 of tais leass,
then and ir; such event, the Lessors agree that an oil umit of ten (10) acres may be established by pooling tan (10) acres in
» square form around the well bore whether Jocated o the property covensd by this lease or on the contigitous property.
The unit shall consist of a total of ten (10) acres from this {ease a1d from the contiguous property. The royalty payable
herewith shall be apportioned according to the number af acres from this Jease, and the acres fom the contiguocs res)
estate contained in said unic

In the event a well. producing gas in commercial quantities i dritied under the provisions of Paragraph 27 of this fease,
then and in that event, the Lessee may esuablish a gas unit of one hundred sixty (160) acres, consisting of eighty (50)
acres in & square oF rectangular form on the contiguous real estate and cighty (8) scres in a square or rectangular form on
the vel estate covered by this leasz. Said ges unit shall ¢onsist of one hundred sixty (160) contignous acres ir square or
rectangular form.

Lessoc shall not g upon or conduct any operations upon the irrigared portion of (he above-described real estate between
April 15" and the 2nd of harvest in the fall in any calencar vear unless Zivert written permission by the Lessor, which
permission shall not be unreasonably withheld. Crop demages shall 3¢ paid upon the basis of avergge fisld yield times
average price at maturity, plus any loss as a result of lower crop yield due to aperations of the Lessee which prevented
Hriely irrigation of said crops.

The lessze agrees that ne geo-physical seismic testing shal! be conducted on the described real estte, exceptby separate
written agreement znd for such consideration as shal’ he agreed to by Lessor,
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May 22, 2012

Chris Gottschalk
Shelby Resources LLC
2717 Canal Blvd

Suite C

HAYS, KS 67601

Re:Drilling Pit Application
H-E Unit 1
SW/4 Sec.11-17S-14W
Barton County, Kansas

Dear Chris Gottschalk:

District staff has inspected the above referenced location and has determined that the reserve
pit shall be 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
practical after drilling operations have ceased. KEEP PITS away from draw/drainage.

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
(785) 625-0550 when the fluids have been removed. Please file form CDP-5 (August 2008),
Exploration and Production Waste Transfer, through KOLAR within 30 days of fluid removal.

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
(785) 625-0550.
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