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PERMIT CONDITIONS

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

conditions may result in enfommegt action.

CONDITIONS

bottom of the void or install less than twenty (20) feet of casing below the bottom of the void.

2. Pursuant to 35 CSR 4-19.1.4, at the request of the surface owner all water wells or springs within
1000 feet of the proposed well that are actually utilized for human consumption, domestic
animals or other general use shall be sampled and analyzed. ‘

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

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

5. In the event of an accident or explosion causing loss of life or serious personal injury in or about
the well or while working on the well, the well operator or its contractor shall give notice, stating

6. During the surface casing and cementing process, in the event cement does not return 1o the
surface, or any other casing string that is permitted to circulate cement to the surface and does not
return to the surface, the oil and gas inspector shall be notified within twenty-four (24) hours

7. Well work activities shall not constitute a hazard to the safety of persons.

8. Operator shall provide the Office of Oil & Gas notification of the date that drilling commenced, '
drilling ceased, completion of any other permitted well work and completion of the well. Such
notice shall be provided by sending an email to DEPOOGNotify@wv.gov within 30 days of
commencement of drilling. : -
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McLaughIin, Jeffrex w —

From: Chris Shea <CShea@keyrockenergy.com>
Sent: Wednesday, January 03, 2018 12:27 PM
To: McLaughlin, Jeffrey W

Cc: Morgan Pate; Flowers, Allen D

Subject: RE: Pit Construction greater than 5000 bbls
Jeff,

| had intended to stay below the 5,000 bbl capacity limit and assumed that the 2’ freeboard was a requirement, putting
us at 4,800 bbl. Let’s go with pit dimensions of 20'x60’x10’, giving us a capacity of 2,100 bbl. |1 am concerned about the
salt sand and if we can’t keep up with the water long enough to get to the casing point then we will either need to mud
up or haul to disposal. | assume a request for an emergency pit can be made?

Let me know if you need anything else. | appreciate all the good advice.

Thanks
Chris

From: McLaughlin, Jeffrey W [mailto:Jeffrey.W.McLaughlin@wv.gov]

Sent: Wednesday, January 3, 2018 11:02 AM

To: Chris Shea <CShea@keyrockenergy.com>

Cc: Morgan Pate <MPate@keyrockenergy.com>; Flowers, Allen D <Allen.D.Flowers@wv.gov>
Subject: Pit Construction greater than 5000 bbls

Chris,

I have attached the requirements for constructing a pit that is capable of holding more than 5000 bbls of fluid. The
dimensions you have given me are capable of holding more than 5120 bbls of fluid. You would therefore need to abide
by 35-4-21 (pit construction greater than 5000 bbls.) which I have attached to this email.

It appears that the area you will be drilling may produce salt water out of the salt sand. In the past most shallow wells
have utilized a much smaller pit. From time to time they may have to haul some salt water from the pit and dispose of it
properly to get to casing point. Some drillers choose to drill the bottom portion of the 7 inch section with a mud pump,
if the pit gets too full and some drillers will aereate by using a combination of compressed air and pumped fluid. The
typical pits were a dozer blade wide, 50 - 60 feet long and 10 feet deep.

It is your choice to make. Please keep in mind if you have 5000 bbls of brine to dispose of, it may be difficuit to land
apply. When you make a choice to land apply the rules must be strictly adhered to and the surface owner must get a
chance to comment because it will impact his surface. His comment period is 15 days from the time he is noticed, so
you can see when changes are made to the plan that had already been delivered to the surface owner to review, he will
get more time to comment.

In the case of the Mohr #1, the surface owner is also the mineral owner, so this may be a good first well to fine tune
your plan. If you choose to use a larger pit than what the surface owner would reasonably expect, you will need to
notice him of the plan or get a waiver signed by the surface owner. Let me know for this particular application the pit
size you are proposing.

Regards,
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Jeff McLaughlin, B. S. Petroleum Eng.
Technical Analyst, Office of Oil & Gas
WV Dept. of Environmental Protection
Phone: 304-926-0499 ext. 1614

From: Copy Center 2064@wv.gov [mailto:Copy Center 2064@wv.gov]
Sent: Wednesday, January 03, 2018 10:56 AM

To: MclLaughlin, Jeffrey W <Jeffrey.W.Mclaughlin@wv.gov>
Subject: Message from KM_754e
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OIL AND GAS LEASE

This Agreement is made as of the 25th day of January, 2017, by and between Buddy L. Childers, a single man,
and Alexander Dayton Childers, a single man of 824 Birch Hollow Road, Barboursville, West Virginia 25504,
hereinafter called Lessor, and Keyrock Energy LLC whose address is P.O. Box 2223, Johnson City, Tennessee
37605, hereinafter called Lessee.

1. Lessor, for and in consideration of $10.00 and other good and valuable considerations, the receipt of which is
hereby acknowledged, and the covenants and agreements of the Lessee hereinafter contained, does hereby grant,
lease and let unto Lessee the land described below, including all interests therein Lessor may acquire by operation
of law, reversion or otherwise, (herein called “the Land”), exclusively, for the purposes of exploring by
geophysical and other methods, drilling and producing oil and/or gas, together with all rights, privileges and
easements useful or convenient in connection with the foregoing and in connection with treating, storing, caring
for, transporting and removing oil and/or gas produced from said Land or any other land including without
limitation lands pooled or unitized under the terms of this lease, including but not limited to rights to lay pipelines
for the transport of oil, gas and water from the subject lands and others, regardless of the sources of such
production or location of the wells, which right to transport of oil, gas and water from other lands across the
subject lands shall survive the term of this Lease for so long as the transportation of such oil, gas and water may
be desired by the Lessee, to build roads, and construct tanks, power and communication lines, pump and power
stations, and other structures and facilities. Said land is in the County of Cabell, State of West Virginia, and

bounded substantially by the lands now and/or formerly owned as follows: RECEIVED
Office ot Oil and Gas

North by lands of: Robin Johnson; Peggy Hodge DEC 7 2017
East by lands of: Peggy Hodge; Lana Hill

South by lands of: Barbara Johnson; Eura Keenan

West by lands of: Leonard Markins; Robert McCallister; Robin Johnson

WV Department of
Environmental Pictection

being all that certain tract of land situated in the Township, Borough or District of Grant and further identified
as Tax Parcel 03-24-37, being all the property owned by Lessor or to which the Lessor may have any rights in
said Grant Township, Borough or District or adjoining Township, Borough or District containing Thirty-Eight
& 90/100(38.90) acres, more or less, and being the property described in Official Record Book 1139, Page 427
in the office of the County Recorder of the aforesaid county. It is intended hereby to include herein all the lands
and interests therein contiguous to or appurtenant to the above described land now owned or claimed or hereafter
acquired by Lessor up to the boundaries of any abutting landowners (including any vacancies), together with
any and all of Lessor's interest in any lands underlying lakes, streams, roads, easements and rights-of-way which
cross or adjoin the Land, including all land added thereto by accretion.
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This lease shall be for a term of five (5) years (hereinafter called the “primary term™), from the date first written

above, and for as long thereafter as oil or gas is produced or is capable of being produced from the Land or
lands with which the Land is pooled, consolidated, or unitized hereunder, or for so long as Lessor is engaged in
drilling operations or reworking operations on the Land or on lands pooled, consolidated or unitized therewith,
or for so long as this Lease is continued in force by any other provision hereof.

Lessee agrees to pay the following royalties: 1/8th on oil and/or gas produced, saved and sold. Lessor's royalty
on gas shall be based on the sale price less deduction of the post-production costs including without limitation all
costs related to gathering, transporting, dehydrating, compressing, processing, storing, marketing and treating the
gas. Lessor's royalty shall also bear its proportional share of taxes levied by Federal, State, and local governments.
Lessor's I/8th royalty will be calculated for royalty payment purposes in proportion to Lessor's fractional interest
in that part of said land included in the pooled unit as compared to the total acreage contained within the pooled
unit so declared by Lessee. Lessee may use produced gas for operations.

If circumstances beyond Lessee's reasonable control interfere with Lessee's ability to produce oil or gas from a
well drilled by Lessee, such well shall continue to be considered a producing well. If such nonproduction
continues for a period of one (1) year, then within 60 days after the end of such one (1) year period, Lessee shall
tender as royalty $5.00 per acre of said land (or if pooled or unitized, the land within the pool or unit) with like
payments annually thereafter. If any such payment or tender is made, this lease shall continue in force and it
shall be considered that gas is being produced from the leased premises within the meaning of paragraph 2 hereof
for one (1) year from the date such payment is made.

Lessee agrees to pay a rental at a rate of Five Dollars ($5.00) per acre per annum, payable annually, beginning on
or before one year from the term date, until a producing well yielding royalty or shut-in royalty to the Lessor is
drilled on the Lands or lands pooled therewith, or until a surrender of this lease has been filed in the proper county
by Lessee, whichever is the earlier event, provided that in no event shall such annual rental be due or payable at
or after the expiration of the primary term hereof. If after production of oil and/or gas in paying quantities has
commenced from a well or wells on the premises or on lands pooled therewith, such well(s) are abandoned and
all production therefrom should cease more than one (1) year prior to the end of the primary term, Lessee shall
resume the payment of annual rentals on the next ensuing rental anniversary date subject to the earlier provisions
of this paragraph.

If this lease covers less than the entire undivided interest in the oil and gas in said land, then the royalties and

payments due hereunder shall be proportionately reduced. RECEE-.

Office of Gij 3, -
Lessee may at any time pool, unitize, or combine part or all of the Land, and any of its strata, with other lands, DE
and any or all strata within such other lands to create one or more oil and/or gas development units up to the C 7 {3
maximum size allowed by law. Lessee may create, enlarge or reform a unit at any time when in the Lessee'swV
opinion it is advisable to do so, including the pooling of after acquired leases. Drilling operations and productiy 'rongiﬁ?;}??"'
on any part of the pooled acreage shall be treated as if such drilling operations were upon, or such production rote ...,
was from, the Land described in this lease, whether the well or wells be located on the Land covered by this
lease or not. The entire acreage pooled into a unit shall be treated for all purposes, except the payment of royalties
on production from the pooled unit, as if it were included in this lease. In lieu of the royalties herein provided,
Lessor shall receive on production from the unit so pooled only such portion of the royalty stipulated herein as

the amount of his acreage placed in the unit or his royalty interest therein on an acreage basis bears to the total
acreage so pooled in the particular unit involved.

T

This lease and Lessee's operations shall be subject to the laws, rules, regulations and orders of all
governmental agencies having jurisdiction.

If the estate of either party hereto is assigned, and the privilege of assigning in whole or part is
expressly allowed, the covenants and provisions of this lease shall extend to and be binding upon such party's
successors and assigns. If Lessee assigns all of its interest in all or part of the lease, the successor or assign shall
be solely responsible for lease performance. No such change or division in the ownership of the Land or royalties
shall be binding on the Lessee for any purpose until such person acquiring any interest has furnished Lessee with
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the instrument or instruments, or certified copies thereof, constituting his chain of title from the original Lessor.

Lessee shall have the right to use, free of cost, gas, oil and water produced on said Land for Lessee’s operations
hereunder, except water from the wells of Lessor. When requested by Lessor, Lessee shall bury Lessee’s
pipelines below plow depth. No well shall be drilled nearer than 200 feet from the house or barn now on said
Land without written consent of Lessor. Lessee shall pay for damages, not to exceed market value, caused by
Lessee’s operations to growing crops on said land. Lessee shall have the right at any time to remove all
machinery and fixtures placed on said Land, including the right to draw and remove casing and any other
downhole equipment and fixtures.

Lessee agrees to and hereby does defend, indemnify and hold harmless Lessor from and against
any demands, claims and lawsuits made or filed against the Lessor, which arise from Lessee's operations on said
land.

. Lessor's and Lessee's performance under this Lease is excused if performance is hindered by circumstances or
conditions beyond Lessor’s or Lessee's control. Examples are equipment malfunction, weather and governmental
regulation.

This Lease may, at Lessee’s option, be extended as to all or part of the Land for an additional primary term of
Five (5) years from the expiration of the original primary term by paying or tendering the sum of Ten Dollars
(810.00) per acre to the Lessor for the Land then covered by this Lease, as extended. Said extension payment is
to be paid or tendered to Lessor at the last known address of Lessor and all the provisions of this lease relating
to the payment of delay rentals shall apply equally to this payment. Should this option be exercised as herein
provided, it shall be considered for all purposes as though this lease originally provided for a primary term of
Ten (10) years, except that no delay rental payment shall be required to maintain this lease for the first twelve
(12) months of the extended term. Lessor hereby grants any extensions of this Lease without the necessity of
executing an amendment to this Lease and without the necessity of further action by either party.

. The undersigned lessors, for themselves and their heirs, successors, and assigns, hereby surrender, release and
waive all right of homestead in the premises herein described, insofar as said right of homestead may in any way
affect the purpose for which this lease is made as recited herein.

Executed as of the day and year first above written.

Lessor:
RECEIVED

M W/\« Office of Oil and Gas

Buadyf - md;s ot (L DEC 7 2017
a!’t tOf

/1 | Env\:ygn%ee—xtalng’uegtectlon

Alexander Dayton Childers

Page 3 of4
01/12/2018



01/12/2018



01/12/2018



01/12/2018



01/12/2018



01/12/2018



01/12/2018



01/12/2018



4701100999

WW-9- GPP Page of
Rev. 5/16 API Number 47 - -
Operator's Well No. Childers No.1

STATE OF WEST VIRGINIA
DEPARTMENT OF ENVIRONMENTAL PROTECTION
OFFICE OF OIL AND GAS
GROUNDWATER PROTECTION PLAN
Operator Name; Keyrock Energy LLC
Watershed (HUC 10): Fudges Creek Quad; Milton 7.5"

Farm Name: Childers

1. List the procedures used for the treatment and discharge of fluids. Include a list of all operations that could contaminate the
groundwater.

Pit water will be tested, then aerated with lime being added to bring the pH to 7.0 plus. In the
event of excessive chlorides, the pit fluids will be evaluated to either dilute with fresh water or
hauled to an approved disposal facility. Pit water will sit a minimum of ten days to let the solids
precipitate out.

i

Describe procedures and equipment used to protect groundwater quality from the list of potential contaminant sources above.

Once the drilling pit fluids are at an acceptable level for discharge then the pumps intake line
will be floated approximately 12" below the water level and the discharge line will be set up to
disperse the water over the designated discharge area. The water will be sprayed in a back and
forth pattern so as not to oversaturate any given area.

3. List the closest water body, distance to closest water body, and distance from closest Well Head Protection Area to the
discharge area.

Fudges Creek - 50’
No know Well Head Protection Area's in the vicinity.

4. Summarize all activities at your facility that are already regulated for groundwater protection.

N/A

RECEIVED
Office of Oil and Gas

NOV 3 0 2017

WV Department of

5. Discuss any existing groundwater quality data for your facility or an adjacent property.

01/12/2018



01/12/2018



01/12/2018



01/12/2018





