KANSAS CORPORATION COMMISSION
OIL & GAS CONSERVATION DIVISION

YO0

1037934

Form CDP-1
April 2004
Form must be Typed

APPLICATION FOR SURFACE PIT

Submitin Duplicate

Operator Name: \/g| Energy, Inc.

License Number: §822

Operator Address: 200 W DOUGLAS AVE STE 520

WICHITA KS 67202

Contact Person: K TODD ALLAM

Phone Number:

316-263-6688

Lease Name & Well No.. GIBSON UNIT

1-19

Pit Location (QQQQ):

NwW SE _ SE SE

Type of Pit: Pit is: - - -

[JEmergency Pt [] Bum Pt [X]Proposed [ Jexistng | sec 18 up_30 g 15 [ Jeast [X]west

[ settiing Pit [] oriing Pit If Existing, date constructed: 600 Feet from DNonh /South Line of Section

Pi Haul-Off Pi 430 .
I:l Workover Pit au It Pit capacity: ___ Feetfrom East / DWest Line of Section
(If WP Supply API No. or Year Drilled) : ‘ .
3,000 (bbls) Barber County
Is the pit located in a Sensitive Ground Water Area? |:|Yes No Chloride concentration: mg/l
. (For Emargency Pits and Settling Pits only)
Is the bottom below ground levei? Artificial Liner? How is the pit lined if a plastic liner is not used?
Yes D No D Yes No CLAY BOTTOM
100 100 L1 na steelpis

Pit dimensions (all but working pits):

—— Length (feet)

Depth from ground level to deepest point:

Width (feet)
4

[ 1 Nopit

(feet)”

If the pit is lined give a brief description of the liner v

material, thickness and installation procedure.

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

Distance to nearest water well within one-mile of pit

2114

feet Cepth of water well _

35 feet

Depth to shallowest fresh water
Source of information:

J:—_—L measured D,well owner J:l_ electric log KDWR

14 feet.

Emergency, Settling and Burn Pits ONLY:

Producing Formation:

Number of producing wells on lease:

Barrels of fluid produced daily:

Does the slope from the tank battery allow alf spilled fluids to

flow into the pit? DYes [:INo

Drilling, Workover and Haul-Off Pits ONLY:

Type of material utilized in drilling/workover: FRESH MUD

1

Number of working pits to be utilized: .

? Abandonment procedure: REMOVE FLUIDS, LET DRY, COVER

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

Submitted Electronically

Date Received: 05/21/2010

_ Permit Number:

KCC OFFICE USE ONLY

15-007-23542-00-00

steel Pit [ ]  RFAC[X] RFAS[X]

Permit Date: 05/21/2010 __ Lease Inspection: Yes DNO

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




T Kathleen Sebelius, Governor

/ y Wriaht. Chai
KARNSAS i roros & Wiight Chairman

CORPORATION COMMISSION Joseph E. Harkins, Commissioner

HAUL-OFF PIT APPLICATION
FILING REQUIREMENTS

DISPOSAL OF DIKE AND PIT CONTENTS.
Each operator shail perform one of the following when disposing of dike or pit contents:

Rernove -he' uid conteni: «» a disf:dsal well or other oil and gas operation approved by the commission or to
road maintenance or construction locations approved by the department;

dispose of reserve pit waste down the annular space of a well completed according to the alternate |
requirements of K. A.R. 82-3-106, if the waste to be disposed of was generated during the drilling and
completion of the well; or

dispose of the remaining solid contents in any manner required by the commission. The requirements may
include any of the following:

(A)  Burial in place, in accordance with the grading and restoration requirements in K.A.R. 82-3-602 (f);
(B)  r=moval and placeinent of the contents in an on-site disposal area approved by the commission;
(C)  removal and placerment of the contents in an off-site disposal area on acreage owned by the same
landowner or to another producing lease or unit operated by the same operator, if prior written
permission from the iandowner has been obtained; or
(D)  removal of the contents to a permitted off-site disposal area approved by the department.
Each violation of this reguiation shall be punishable by the following:
A $1,000 penalty for the first violation;

a $2,500 penalty for the second violation; and
a $5,000 penalty and an operator license review for the third violation.

Complete and return with Haul-Off Pit Application, Form CDP1(2004)

Haul-off pit will be located in an on-site disposal area: [ |Yes [/]No

Haul-off pit is located in an off-site disposal area on acreage owried by the same landowner:
[v]Yes[ INo If yes, written permission from the landowner must be obtained. Attach written permission
to haul-off pit application.

Haul-off pit is located in an off-site disposal area on another producing lease or unit operated by the
same operator: [_IYes [_|No Ifyes, writien permission from the landowner must be obtained. Attach
permission and a copy of the lease zssignment that covers the acreage where the haul-off pit is to be
located, to the haui-off pit applicatior.

CONSLRVATION GIVISION
Finnegy State Office Brilding, 138 8, Markel, Roem 2078, Wichita, KS 67202-3802
{2163 337-6200 & pax: (316) 337-6211 * htip:iZkee ks.gov/



OTL AND GAS LEASE

AGREEMENT. made and entered into this 14%  dav of Auaust , 2008 bv and between

Carrol W. Gibson {(a/k/a Carrol Gibson) and Anita Gibson (a( k/ a Ani g,x,,gj_b,sgp),“}bu,s“pgnd and
wife, 605 N. Cherry, Medicine Lodge, KS 67104 Sy

d

hereinafter called alessorg, and

P

VAL Enerayv, Enc. o .‘ '
200 W. Douglas, Suite 520 ) s
Wichita, Kansas 67202 ’ ‘ ;

b Cedel g L

hereinafter called ALesseet. . )

. % W o . - o

Lessor. In consideration of the sum of Ten Doliars ($10.00) paid bv Lessee. the recelot and sufficiency of which is herebv acknowledaed. and In
further consideration of the royalties herein provided and the agreements of the Lessee herein contained, hereby grants, leases and lets exclusively unto
Lessee for the purpose of exploring, by geophysical or other means, prospecting, drilling, mining, operating for and producing o], liquid hydrocarbons, all
gases. and their respeciiva censtituent prodyd factine uss. water. other fluids and air into subsurface strata. tavina pipe lines, storina ofl. instalting tanks.
power stations, and other structures and thigs thereon, ang to produce, save, take care of, treat, manufacture, stere and transport oll, !iquld hydrocarbons,
gases and their respective constiuent products and other products manufactured therefrom, the following-described land, together with any reversionary
rlahts, after-acauired interest therein and all accreftions thereto. situated in the Countv of Barber . State of Kansas:

Township 30 Stutly. $5age 38 ot

Section 17: SE/4

Section 18: $/2 ivine North and East of the railroad right-of-wav
Section 19: All lying North and East of the raliroad right-of-way
Section 20: NE/4, S/2NW/4, NW/4SE/4

containing _ 938.000 __ arres, mtie or 10N

‘This lease shail rerain in force for atermof ~ Two ( 2) vears from the date hereof (hereinafter cailed the aprimary term@) and as lona
thereafter as Lessee shall fulfill the test well drilling obligations hereinafter set forth, and upon completion of said drilling and development obligations, so
iona thereafter as of!, Hauid hvdrocarbons. aas or other respective constituent products, or anv of them, is produced from said land.

In consideration of the foregoiny, Lessee covenants an¢ agrees as follows:

1. Leszee shall dellver ta Lessor, or to the credit of Leszor frez of cost into the pipe line to which Lessee may connect wells on said land. as rovalty,
the equal one-gightt: {1/6) part of all ol producad and saved frer the feuse preralses; or at Lessee=s optiory, Lessea may pay Lassor for such royalty monthly
one-eighth {1787 of the marl:st price at the welihead for oll of like Jrade and aravity prevalling on the day such oil is rur into the pipe line or sterage tanks,

2. tessee shall pay Lessor, as royalty fcr gas, gis condensate, gas distillate, casinghead gas, gas used in the marnufacture of gaseline or any other
product, and all other gas of whatever nature or kind, Including its constituent parts, produced and sold or used off the premises, one-eighth (1/8) of the
market price at the #c} i, 25 . L.5 sold by Lessee, i no evant more t.an one-eighth (1/8) of the vroceeds recelved by Lessee from such sales), said
payments to be made monthly, Where gas from a well producing gas only is not sotd or used, Lessee may pay or tender annually at or before the end or each
year during which gas i net sald or used, as shut-in rayalty, whetker one or more wells, the sum of One Dollar ($1.00) per net mineral acre retained
hereunder per vear, and if such pavaent or tender is inede it wili be consldered that as is beina produced within the meantng of this lease.

3. This fease may be maintained during the primary term without further payment or drilling operations. In order to extend the term of this lease,
Lessee shall commience tha Grifling of @ tast well for oil or gas at @ location of its choice upon the lease premises during the primary term. Within nine (9)
months following compietion of drilling the first well drilled heraunder and productlon casina is set or the well is plugaed and abandoned, Lessee shall
commence oparations for dr.ding a second weil, and shall drifl an additional test well for oil or gas on the lease premises every nine (9) months after drilling
of the preceding well thereaftzr until this lease has been fully develoged on the basls of forty (40) acre drilling units or spacing. Lessee shall be deemed to
comply with the reguicernents of this paragraph if it shall commance to drili @ well within the term of this lease or any extension thereof, or prior to the
expiration of nine (9) months follewing the complation of drilling of any preceding well, and drills such well to completion with reasonable diligence and
dispatch untl! it is determined to be a producer or dry el e +f:a event that Lescee shall fail to fulfill its drilling commitment as to any well to be deilled
hereunder, this lease shall ba releas:d as to all but forty (40} acres surrounding each well theretofore drilled by Lessee, but shall remain in full force and
effect as to aif lands rae by Lessee.

4, if Lessor avne lazs I e’ 10 the anave-des w'bed 12nd then the entlre and undividad fee simple astate therein, then the rovalties herein provided
for shail be paid to Lessor only is the proportion which Lessor=s interest bears to the whole and undivided fee.

5. If Lhe st

-ate of althtr pasty hereto is assigned (and the privileae of asstaning in whole cr in part is expressly aliowed), the covenants hereof shall
extend to such pariy L8, OaCaiors, admin siialor, SUCCessErs 07 astigns, but no change or division in ownership of the land or royaities, however
accomplishel, shiall operate to eniarge the obhigations or dimtnish the rights of Lessee, and no change of ownership In the land or In the royalties or any sum
due under this leas2 shell 5o bnding upon the Lesiec until it 1as seen furnished wit either the origlnal recorded instrument of conveyance or a duly certified
copy thereof, or a certifed copy of the will of auy Jecaassd owner and of the probate thereof, or certified copy of the proceedings showing the appointment of

. an administrator for the estate of any deceased owner, whichever is appropriate, together with all original recorded instruments of conveyance or duly
certified copies thereof necassary v shaw the complet chals of title back to Lessor of the full interest clalmed.

6. IF the lease premises are now or shall hereafter be owned in severaity or In separate tracts, the premises may nonetheless be developed and
operated as one fease, and si royaliles aecruing hereunder shalt B¢ divided among and paid to such separate owners In the proportion that the acreage owned
by each separate owner bears to the 2ntire leased acreage. There shali be no obligation on the part of the Lassea to ofiset wells on separate tracts into which
land covercd by this lease may nos or herezfter be dividad by sale, cevise, descent or otherwise, or to furnish separate measuring or receiving tanks.,

. Lesser sl Have S neht 1o asg, Free of Laul, qus, Jil aad water produced on said fand for Lessec=5 operations thereon, except water from the
wells of Lessor.

8. Whon req.acstzd by Lessor, Lessee shall buty Lessee=s pipe lines below plow depth. No well shall be drilled nearer than 200 feet from the house
or barn nows i 5 rAIsLy WAL written Lonsert 3F Lassor. Lessea shall pay for damages caused by ib=s operations to growing crops on said land.

n

9. If, alter expiration of the primary tersn, p:oduction of oil or gas should cease from any cause, this lease shall not terminate if: (a) Lessee
continues developiment & (his feese In tire raanner prescribed by Paragropi 3 hereof; or (b) following completicn of the drilling and development obligations
set forth i Peiags api 3, LUaseE camineiices adullivnel Jriding or ceworking operations within one hundred twenty (120) days thereafter, and this lease shall
remain in force so long wch operations are prosecutad either v the same weli or any other well thereafter commenced with no cessation of more than one
hundred twenty (L20) Luin Jays, and if suLh operaticns resuli is production of oil or gas, this lease shall rermain In effect 5o long thereafter as there is
production of oif ur 4 LRI prbyigion ] Wnizledugs i
g J

oncad,

10. Lesses mpy-at piy Uree exacule and delivar tv Lessor or place of record a release ur releases covering any portion or portions of the above-
described premises afd suiren jer this lease as to such pertion or portions, and thereby be refieved of all obligations as to the acreage surrendered. Lessee
shall have the tigiit &f aiy Em to rernove il mac and f‘@dure.. vlaced on the lease premisas, including the right to draw and remove casing.

v et ans ca e sl
11, Al exgress or Laghied covenenis of this lease shali Le subject to a!l tederal, state and local laws, orders, risi2s, regulations and ordinances, and
this fease shall not b tvniaated in whole or in part, aos sia | Lessee de neld liable in damages, for fallure to comply therawith if compliance is prevented by,
or if such failure is the result of, any such lav, cruer, rule, tegulation or ordinance. ' ,

12. Lessor hereby warranis and agrees to defend titie to the land hereln described, and agrees that the Lessee, at its option, may pay and discharge,
n whole or in part, wny {ates, noLgages, o other liens existing, levied or assessed on or against the above-tdescribed lands and, In the event Lessee
exerclses suc opiise, it Junl bo subrogated i the tights of ary holder or holders thereof and may reirmburse itself by applying to the discharge of any



200 W. Douglas, Suite 520

Wicita, ]mms 6702-3005

Office: (316) 263-6688 Fax: (316) 262-2512

April 12, 2010

Kansas Corporation Commission
130 S. Market Room 2078
Wichita, Kansas 67202-3802

To Whom It May Concern;

VAL Energy Inc is preparing a drilling location in the SW NE NE of Sec. 19-30S-15W on
my land. Due to the surface terrain the Kansas Corporation Commission Field Supervisor
will not allow VAL to have a drilling reserve pit at this site. He granted verbal approval to
locate the pit in the approximate SW SE SE of Sec. 18, directly to the north on the next
plateau which remains on my land and is on the same VAL leased acreage. | hereby grant

VAL Energy Inc. the right to use this location for the proposed drilling reserve pit. Should

yourhave-anyquestions; please feel free to-call' me-620:886:3 102 ==

Sincerely,

/M’lﬂ fd'/v%z/;gdvr ( /’//))/////I %%J&Z,M

Carroll W. Gibson, landowner Anita Gibson, landowner




/ I S Mark Parkinson, Governor
K A M s A ﬂs Thomas E. Wright, Chairman
& Joseph F. Harkins, Commissioner

CORPORATION COMMISSION Ward Lloyd, Commissioner

May 21, 2010

K TODD ALLAM

Val Energy, Inc.

200 W DOUGLAS AVE STE 520
WICHITA, KS 67202-3005

Re:Drilling Pit Application
GIBSON UNIT 1-19
Sec.18-30S-15W
Barber County, Kansas

Dear K TODD ALLAM:

District staff has inapected the above referenced location and has determined that an unsealed
condition will preser:t a politition thr=at tn water resources.

District staff has recomimended that the Haul-Off 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 Haul-Off pit as soon as the Hutchinson Salt
section has been drilled through and displacement of the fluids into the Haul-Off pit has occurred.
The fluids should be removed again after drilling operations have ceased.

NO completion fluids or non-exempt wastes shall be placed in the Haul-Off pit.

The fluids should be taken to an authorized disposal well. Please call the District Office at (620)
225-8888 when the fiuius have bear removed. Please file form CDP-5 (August 2008),
Exploration and Production Waste Transfer, through SOLAR within 30 days of fluid removali.

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) 337-0200 2 Fuax: (316)337-6211 ° hup:/kecks.gov/



