FOrKCC Use: @ or2013 KANSAS CORPORATION COMMISSION 1109679 form et
EE:C'ZZ pate:. OIL & GAS CONSERVATION DIvISION Form must be Typed

Form must be Signed
sea? [ Jres [XIno NOTICE OF INTENT TO DRILL All 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: 02/04/2013 Spot Description:
month day year NE _NE NW _SE gec 1 wp 18 s R 26 [ JeX]w

QQIRIQ)  H55q ) ;

OPERATOR: License# 30742 o feet from I:l N/ S Line of Section

Name: Palomino Petroleum, Inc. feet from E/ I:I W Line of Section

Address 1: 4924 SE 84TH ST Is SECTION: Regular I:l Irregular?

AqdreZSEv%/:TON < ———— o627 (Note: Locate well on the Section Plat on reverse side)

glw. P K. Robert WatchousState. o T County: Nese

ontact Person: _K. i
316-799-1000 Lease Name; <U-DInges well#: 2

Phone: . None (Wildcat)
Field Name:

CONTRACTOR: License#_ 33575 Is this a Prorated / Spaced Field? [ Jres [X]no

Name: WW Dirilling, LLC

Target Formation(s): _Mississippian
Nearest Lease or unit boundary line (in footage): 330

Well Drilled For: Well Class: Type Equipment:
Xoi [Jenn Rec nfield [XMud Rotar Ground Surface Elevation; _2494 Surveyed feet MSL
| I u
I:lGas DStorage HPOOl Ext I:lA"' Rotaryy Water well within one-quarter mile: Yes No
|:|Disposal ildcat ECable Public water supply well within one mile: Yes No
Seismic - #ofHoles |_|other Depth to bottom of fresh water: 180
Other: Depth to bottom of usable water: _1050

Surface Pipe by Alternate: I:ll ||

I:llf OWWO: old well information as follows: Length of Surface Pipe Planned to be set: 200

Operator: Length of Conductor Pipe (if any): 9

Well Name: Projected Total Depth: 4600

Original CompletionDate:____ Original Total Depth: Formation at Total Depth; _ Mississippian

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

8T

For KCC Use ONLY - File Certification of Compliance with the Kansas Surface Owner Notification
API # 15 - 15-135-25534-00-00 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 ) ) 200 - File Completion Form ACO-1 within 120 days of spud date;
Minimum surface pipe required feet per ALT. 11 X] - File acreage attribution plat according to field proration orders;
Approved by: Rick Hestermann 01/24/2013 - Notify appropriate district office 48 hours prior to workover or re-entry;
This authorization expires: 01/24/2014 - 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 9z

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




For KCC Use ONLY
API # 15 - 15-135-25534-00-00

Side Two

1109679

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: Palomino Petroleum, Inc.

Lease: KU-Dinges

2550

Location of Well: County: Ness

feet from

Well Number: 1

1498

feet from ‘ E /l:l] W Li

Field: None (Wildcat)

Sec.1

Number of Acres attributable to well:

S. R.26 []e

Twp. 18

QTR/QTR/QTR/QTR of acreage: _NE - NE - \w

Is Section: Regular or I:l Irregular

N / S Line of Section

ne of Section

X w

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
Pipeline Location
Electric Line Location
== | case Road Location

EXAMPLE

1498 ft.

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

2550 ft.

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

1980’ FSL

SEWARD CO. 3390’ FEL

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 ComMmissiON 1109679 Form CDP-1
OIL & GAS CONSERVATION DIVISION Formm must bé Typed
APPLICATION FOR SURFACE PIT
Submit in Duplicate
Operator Name: Palomino Petroleum, Inc. License Number: 30742
Operator Address: 4924 SE 84TH ST NEWTON KS 67114

contact Person: K. Robert Watchous

316-799-1000

Phone Number:

Lease Name & Well No.: KU-DingeS 1 Pit Location (QQQQ):
Type of Pit: Pit is: NE __NE _NW _ SE
D Emergency Pit D Burn Pit Proposed D Existing Sec. 1 Twp. 18 R. 26 D East West
D Settling Pit Drilling Pit If Existing, date constructed: 2550 Feet from D North / [X] South Line of Section
D Workover Pit D Haul-Off Pit . o 1498 Feet from East / D West Line of Section
(If WP Supply API No. or Year Drilled) Pit capacity:

6800 (bbls) Ness 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]ves [ ] No [ ] Yes No Drilling mud and shale from well bore
80 80

Pit dimensions (all but working pits): Length (feet)

Width (feet) [ | N/A: steel Pits

Depth from ground level to deepest point:

8 (feet) [ ] No Pit

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

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

Distance to nearest water well within one-mile of pit: Depth to shallowest fresh water 2 feet.
Source of information:
3149 feet Depth of water well 30 feet D measured D well owner D electric log KDWR

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 all spilled fluids to

Drilling, Workover and Haul-Off Pits ONLY:
Type of material utilized in drilling/workover:
Number of working pits to be utilized:

Abandonment procedure:

Fresh

2

Evaporate and backfill

flow into the pit? | |Yes [ | No

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

Submitted Electronically

KCC OFFICE USE ONLY

15-135-25534-00-00

Date Received:

Permit Date:

D Liner D Steel Pit

01/24/2013

RFAC | |RFAS
Yes D No

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

1109679

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 # 30742
Palomino Petroleum, Inc.

Name:
Address 1- 4924 SE 84TH ST
Address 2:
city: NEWTON state: KS  7jp. 67114 8827
Contact Person: K- Robert Watchous
Phone: ( 316 ) 799-1000 Fax. (316 | 799-2728
krw@ ppiks.com

Email Address:

Well Location:
NE NE NW SE Sec. 1

Twp. 18 S. R 26 EIEasWest

KU-Dinges 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:
The Kansas University Endowment Association

P. O. Box 928

Name:

Address 1:

Address 2:
Lawrence

KS 4, 66044

City: State:

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



A

Pro-Stake LLC

Oil Field & Construction Site Staking

P.O. Box 2324

—

Garden City, Kansas 67846

121826bar

PLAT NO.

Palomino Petroleum, Inc.

Office/Fax: (620) 276-6159
Cell: (620) 272-1499

10611

INVOICE NO.

#1 KU-Dinges

T

OPERATOR LEASE NAME
Ness County, KS 1 18 26w 2550’ FSL - 1498’ FEL

COUNTY Sec. Twp. Rng. LOCATION SPOT

9
SOATE: » = 1000’ N GR. ELEVATION: 2494.3
patesTakED:__ Jan. 177, 2013 Directions: From the center of Ness City, Ks at the intersection
MEASURED BY: Ben R. of Hwy 283 & Hwy 96 West - Now go 11.6 miles West on Hwy 96
’ — Now go 3 miles North on G Rd to ingress stake — W-NW into—

DRAWN BY: Drew H.

AUTHORIZED BY:

Klee W. & Nick G.

This drawing does not constitute a monumented survey

or a land survey plat.
This drawing is for construction purposes only.

Now go 1.8 mile W-NW on trail to ingress stake NE into which is
approx. 1900’ SE of the SW corner section of 1-18s-26w — Now go
approx. 1550” NE through pasture to gate — Now go approx. 2100’
North through pasture — Now go approx. 1250’ N-NE through

pasture into staked location.

Final ingress must be verified with land owner or Operator.

/ % : i ] gy
7° 233.'2 FARYaN) \ T17 S \\ |7

2 1 » / / ‘ T185 | 2504 \ L \ /

=z - '

2 : (‘\
#1 KU-Dinges
2550' FSL - 1498' FEL
2494.3' = gr. elev. at staked loc.

|/ /(" |NAD 83
’ Lat. = N38° 30' 55.644"
s Long. = W100° 08" 32.999"

NAD 27 KS-S
X= 1530157
Y= 677324

I staked location with 7' wood
(painted orange and blue) and t-post
Loc. falls in pasture

While standing at staked location looking
150" in all directions

East has 8.1' of drop

South has 4.3' of rise

West has 7.2' of rise

| %
\ -1 ]/T . I
% E-W fence is 79 3
North of staked loc.
‘\ 7

O‘ high pressure petro line B
800-720-2417

\2550)

Lnadowner contact info:
Rachel Dinges
.| 785-798-2468

Contact info:

Monte Soukup

Dir. of KU Endowment
785-832-7435

£y

gate

BA0

| |ingress stake is 1050
SW of here =




A

Pro-Stake LLC

0il Field & Construction Site Staking

P.O. Box 2324
Garden City, Kansas 67846
Office/Fax: (620) 276-6159

Cell: (620) 272-1499

121826bar

PLAT NO.

10611

INVOICE NO.

5
L]

Palomino Petroleum, Inc.

#1 KU-Dinges

OPERATOR LEASE NAME
Ness County, KS 1 18s 26w 2550’ FSL - 1498’ FEL

COUNTY Sec. Twp. Rng. LOCATION SPOT

9
SEALE: 17 = 1000’ N GR. ELEVATION: 2494.3
patestakep:_ Jan. 177, 2013 Directions: From the center of Ness City, Ks at the intersection
MEASUREDEY? Ben R. of Hwy 283 & Hwy 96 West - Now go 11.6 miles West on Hwy 96
’ — Now go 3 miles North on G Rd to ingress stake — W-NW into—

DRAWN.BY: Drew H. Now go 1.8 mile W-NW on trail to ingress stake NE into which is
avtnorizep By: Klee W. & Nick G. approx. 1900” SE of the SW corner section of 1-18s-26w — Now go

This drawing does not constitute a monumented survey
or a land survey plat.
This drawing is for construction purposes only.

35 36

approx. 1550’ NE through pasture to gate — Now go approx. 2100’
North through pasture — Now go approx. 1250’ N-NE through
pasture into staked location.

Final ingress must be verified with land owner or Operator.

36 31

——
JEY U
|~
wnjwn

#1 KU-Dinges
2550' FSL - 1498' FEL
2494.3' = gr. elev. at staked loc.

NAD 83
Lat. = N38° 30' 55.644"
Long. = W100° 08' 32.999"

NAD 27 KS-S
X=1530157
Y= 677324

I staked location with 7' wood
(painted orange and blue) and t-post
Loc. falls in pasture

While standing at staked location looking
150" in all directions

East has 8.1' of drop

South has 4.3' of rise

West has 7.2' of rise

1
d

1 6

high pressure petro line
800-720-2417

\G\i\

G\

G\

~ E-W fence is 79.3' e

e North of staked loc.

el

Lnadowner contact info:
Rachel Dinges
785-798-2468

Contact info:

Monte Soukup

Dir. of KU Endowment
785-832-7435

Lewse Roadd

A 4

v’ stu

~

26 % 25

efFlow Line

ingress stake is 1050
SW of here

e

12 7




FoRrM 88 — (PRODUCER’S SPECIAL) (PAID-UP) Kan Blue Print
sas Blue Prin

Reorder No. 700 S. Broadway PO Box 793

63U (Rev. 1993) 09-115 Wichita, KS 67201-0703
OIL AND GAS LEASE o
AGREEMENT, Made and entered into the 220d g0 February 2010
by and belween The Kansas University Endowment Association

PO Box 928
Lawrence, KS 66044

whose mailing address is hereinafter called Lessor (whether one or more),

and J. Fred Hambright, Inc. - 125 N. Market, #1415 - Wichita, KS 67202

hereinafter caller Lessee:

Lessor, in consideration of Ten and More Dollars (§ 10.00 ) in hand paid, receipt of which
is here acknowledged and of the royalties herein provided and of the agieements of the lessee herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose
of investigating, exploring by geophysical and other means, prospecting drilling, mining and operating for and producing oil, liquid hydrocarbons, all gases, and their respective
constituent products, injecting gas, water, other fluids, and air into subsurface strata, laying pipe lines, storing oil, building tanks, power stations, telephone lines, and other structures
and things thereon to produce, save, take care of, treat, manufacture, process, store and transport said oil, liquid hydrocarbons, gases and their respective constituent products and other
products manufactured therefrom, and housing and otherwise caring for its employees, the following described land, together with any reversionary rights and after-acquired interest,

therein situated in County of Ness State of Kansas described as follows to-wit:

Township 18 South, Range 26 West
Section 1: SE/4

e — 160

In Section Township Range and ini acres, more or less, and all
aceretions thereto.

Subject to the provisions herein contained, this lease shall remain in force for a term ufM years from this date (called “primary term”). and as long thereafter
as oil, liquid hydrocarbons, gas or other respective constituent products, or any of them, is produced from said land or land with which said land is pooled.

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

1st. To deliver to the credit of lessor, free of cost, in the pipe line to which lessee may connect wells on said land, the equal one-eighth (%) part of all oil produced and saved
from the leased premises.

2nd. To pay lessor for gas of whatsoever nature or kind produced and sold, or used off the premises, or used in the manufacture of any products therefrom, one-eighth (%),
at the market price at the well, (but, as to gas sold by lessee, in no event more than one-eighth (%) of the proceeds received by lessee from such sales), for the gas sold, used off the
premi or in the facture of products therefrom, said payments to be made monthly. Where gas from a well producing gas only is not sold or used, lessee may pay or tender
as royalty One Dollar ($1.00) per year per net mineral acre retained hereunder, and if such payment or tender is made it will be considered that gas is being produced within the
meaning of the preceding paragraph.

This lease may be maintained during the primary term hereof without further payment or drilling operations. If the lessee shall commence to drill a weIlA within the term
of this lease or any extension thereof, the lessee shall have the right to drill such well to completion with reasonable diligence and dispatch, and if oil or gas, or either of them, be
found in paying quantities, this lease shall continue and be in force with like effect as if such well had been completed within the term of years first mentioned.

If said lessor owns a less interest in the above described land than the entire and undivided fee simple estate therein, then the royalties herein provided for shall be paid
the said lessor only 1n the proportion which lessor’s interest bears to the whole and undivided fee.

Lessee shall have the right to use, free of cost, gas, oil and water produced on said land for lessee’s operation thereon, except water from the wells of lessor.

en. dby g : (PR ol denil
Wi byl i} hLall b 1 I p pth

No well shall be drilled nearer than 200 feet to the house or barn now on said premises without written consent of lessor.

Lessee shall pay for damages 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 premises, including the right to draw and remove casing.

If the estate of either party hereto is assigned, and the privilege of assigning in whole or in part is expreasly allowed, the covenants hereof shall extend to t:heir heirs,

inistrators, or assigns, but no change in the ownership of the land or assignment of rentals or royalties shall be binding on the lessee until after the
lessee has been furnished with a written transfer or assignment or a true copy thereof. In case lessee assigns this lease, in whole or in part, lessee shall be relieved of all obligations
with respect to the assigned portion or portions arising subsequent to the date of assignmenL.

Lessee may at any time execute and deliver to lessor or place of record a release or releases covering any portion or portions of the above described premises and thercby
surrender this lease as to such portion or portions and be relieved of all obligations as to the acreage surrendered.

All express or implied covenants of this lease shall be subject to all Federal and State Laws, Executive Orders, Rules or Regulations, and this lease shall not be terminated,
in whole or in part, nor lessee held liable in damages, for failure to comply therewith, if compliance is prevented by, or if such failure is the result of, any such Law, Order, Rule or
Regulation.

Lessor hereby warrants and agrees to defend the title to the lands herein described, and agrees that the lessee shall have the right atany time to redeem for lessor, by payment
any mortgages, taxes or other liens on the above described lands, in the event of default of payment by lessor, and be subrogated to the rights of the holder I.k_:ereof. an}i the under-
signed lessors, for themselves and their heirs, successors and assigns, hereby surrender and release all right of dower and homestead in the premises described herein, in so far
as said right of dower and homestead may in any way affect the purposes for which this lease is made, as recited herein.

Lessee, at its option, is hereby given the right and power to pool or combine the acreage covered by this lease or any portion thereof with other land,'lease or leases in the
immediate vicinity thereof, when in lessee’s judgment it is necessary or advisable to do so in order to properly develop and operate said lease premises 80 as to promote the
conservation of oil, gas or other minerals in and under and that may be produced from said premises, such pogling to be of tracts contiguous to one another and to be into a unit
or units not exceeding 40 acres each in the event of an oil well, or into a unit or units not exceeding 640-acres ach in the event of' a gas well. Lessee shall execute in writing and
record in the conveyance records of the county in which the land herein leased is situated an instrument identifying and descrl'biflg the g)noled acreage. The entire acreage so
pooled into a tract or unit shall be treated, for all purposes excepi the payment of royalties on production from the pooled unit, as if it were included in this lease. If pmdluctlon is
found on the pooled acreage, it shall be treated as if producltion is had from this lease, whether the well or wells be located on the premises covered _hy this lease or not. In _I|eu of the
royalties elsewhere herein specified, lessor shall receive on producltion from a 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.

*plus a tolerance of 10% to conform to governmental survey sectioms.

3rd. The Addendum to the OIL AND GAS LEASE attached hereto is an integral and
material part of this OIL AND GAS LEASE.

: SEAL

IN WITNESS WHEREOF, the underigned execute this instrument as of the day and year first above written.
Witnesses: - z % . &

R o -

e - M»sx}s UNLVERSLEYENDOWMENT ASSOCIATION

e, W —
unte 3é,;,t//

Dale Seuferling, President

—— State of Kansas - Ness County _ _
Book: 331 Page: 627
Receipt *: 6634 Recording Fee: $32.00

Pages Recordad: 7
Cashier Initials: MH

Date Recorded: 4/5/2010 1:50:00 PM Recorded at request



ADDENDUM to Oil & Gas Lease

between_The Kansas University Endowment Association

hereinafter collectively referred to as Lessor, and

J. Fred Hambright, Inc.

as Lessee

1.

(%}

Books

This Addendum shall be attached to and incorporated by reference in the Agreement
executed contemporaneously by the parties hereto. The terms, conditions and provisions of
this Addendum shall modify and superseded any terms, conditions, and provisions of the
OIL AND GAS LEASE or any other Exhibit or Addenda to the extent that such terms,
conditions, and provisions are contrary to, or inconsistent with, the terms, conditions and
provisions of this Addendum.

No right is granted to the Lessee to erect on any part of the leased premises any plant or
facility for gasoline extraction or for the processing of gas or petroliferous substances,
except the normal and necessary heater treater and separator customarily used. Lessee
specifically agrees to build any meter houses, separators, heater treaters and storage tanks,
used for the purpose of producing and saving any oil and gas upon the above described
premises adjacent to any county, state, or federal road or highway adjoining the above
described premises. All storage tanks and tank battery installations shall be installed in any
of the four (4) corners of the leased premises to avoid interference with any irrigation
circular sprinkler system. Provided, further, no such installation shall be made closer than
1400 feet to the center of the leased premises.

Lessor reserves all rights to grant, lease, mine and/or produce any minerals from said lands
except interests in gas and oil and their constituent products herein leased to Lessee.

Lessee shall bury pipelines and utility lines to a depth of not less than forty-eight (48) inches
below the surface. Lessee shall pay Lessor for reasonable damages to all property, real,
personal or mixed, caused by its operations on said land, including but specifically not
limited to land, growing crops, grass, buildings, livestock, surface, fences and other
improvements and personal property. All stush pits shall be filled and leveled within sixty
(60) calendar days after well completion or abandonment unless a longer time therefor is
granted by Lessor, at his option.

Lessee further agrees to pay to Lessor a reasonable amount, but not less than $2,500,for
each drill site location on the leased premises. As further consideration hereunder, Lessee
agrees to pay to Lessor a minimum of $15.00 per rod, plus crop damages, for any pipeline
instailed or constructed on the above land, whether or not connecting to the well on the

1

233 Page: &89



Boolk: 331 Page:z 636

leased premises.

All damages payable under Paragraph 4 shall be due and payable on or before one hundred
twenty (120) calendar days after such damages occur.

Lessor reserves the right to designate all routes of ingress and egress. Prior to the
construction of any roads, pipelines, tank battery installations, or installation of other
equipment on the leased premises, Lessee shall consult and agree with the surface owner and
tenant as to the location and direction of same. There shall be no oil road surfaces or hard
surfacing of any access roads without the written consent of Lessor.

It is the intention of the parties hereto to cause as little interference with farming operations
on said land as possible, including but specifically not limited to the operation of pivotal
irrigation sprinkler systems, or any other irrigation method, Any production equipment,
including but specifically not limited to pump jacks, hydraulic lifting equipment, or any other
equipment necessary to produce any oil or gas well on the above described land, shall be
recessed to such depth as to permit the use by Lessor of a circular

Irrigation sprinkler system.

In the event Lessee shall cause a well to be drilled on this lease during the growing season of
whatever crop is planted and should Lessee’s or his agent’s equipment prohibit the use of
any irrigation system on this land during that time the well is being drilled, Lessee agrees to
pay Lessor the difference in the value of the crop produced on that strip of land that could
not be watered. The field average shall be used as the maximum producing capability of the
land, and the price per unit shall be the cash price at the local elevator in the town nearest to
this land as of the first of the normally accepted harvest month.

The use of water provided for under this lease is limited to use for drilling operations on the
leased premises only. Lessee shall specifically not have any right to use fresh water from the
above described premises for the purpose of water flooding or injection in any water
flooding program in which the leased premises may, for any reason, be pooled or unitized.

The installation of any salt water disposal equipment by Lessee in the operation of the lease
shall be subject to the written approval of Lessor. Lessee shall not be permitted to use any
well drilled on the leased premises as a salt water disposal well without the written consent
of Lessor and without compensating Lessor for the use thereof. Provided, however, the
terms of this paragraph do not apply to the disposal of salt water produced from wells
located on lands covered by this lease or on lands unitized and consolidated with lands
covered by this lease. However, if such well is used as a salt water disposal well by Lessee,
such salt water must be disposed of below the Glorietta Formation and in accordance with
the orders of the State Corporation of Kansas dealing with the disposal of salt or mineralized
water by a lessee of an oil or gas well.

Subject to Lessee’s obligations under Paragraph 4 above, in the event there is no production
in paying quantities found by any operations undertaken by Lessee during the primary term
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of the lease and there is an abandonment of said lease, the Lessee shall fill all pits, ponds,
remove all structures and reasonably restore the premises to the condition existing at the
time the lease is executed. Within one hundred eighty {180) calendar days after the
expiration of the lease by its terms, Lessee shall have the obligation to restore, as nearly as
practicable as possible, the leased premises to the same condition as received, natural wear
and tear and damages by the elements excepted.

Notwithstanding anything in this lease to the contrary, it is expressly agreed that if the
Lessee shall commence drilling operations within the primary term of this lease or upon a
consolidated gas unit of which this lease is a part and shall complete a well capable of
producing gas in paying quantities, this lease shall remain in force and its terms shall
continue only in the event either (a) pipeline connections are made within two (2) years from
the date well is completed and shut-in; or (b) in the event pipeline connections have not been
made within said two (2) year period, then the Lessee shall pay or tender to the Lessor a
royalty hereinafter referred to as a substitute royalty in the amount of $5.00 per

acre, per year; or (c) if pipeline connections are not made within three (3) years from date the
well is shut-in, then the Lessee shall pay or tender to the Lessor a royalty hereinafter referred
to a substitute royalty in the amount of $7.00 per acre, per year. Said substitute royalties
may be paid directly to the Lessor at his last known mailing address. The

payment of said substitute royalties as just provided shall continue said lease; said lease shall
be in fidll force and effect as if said well had been completed and connected to a pipeline and
producing within the primary term as hereinbefore mentioned.

Lessee agrees that no time during the life of this lease shall the royalty paid to Lessor for a
yearly period commencing with first production from the well be less than $10.00 per acre.
Such deficiency, if any, shall be paid to Lessor by Lessee within thirty (30) days after notice
and written demand thereof is made by Lessor.

{a) Lessee agrees that it will comply with all regulations and statutes of all governmental
entities having jurisdiction over compliance with environmental legislation. Lessee
further agrees to accept the leased premises in its “as is” condition. It is
acknowledged that Lessee has been advised to inspect the property to determine that
it is suitable for the purpose intended and to ascertain that no environmental hazards
Or LOXINS are now present.

(b) Lessee shall indemnify and hold Lessor harmless from any claims, damages, actions
or causes of action from any environmental damage or contamination caused or
contributed to by Lessee subsequent to the commencement of this lease.

Notwithstanding any of the other provisions herein, not less than all of the lands covered by
this lease shall be included in any one unit for the production of gas.

(a) It is expressly agreed, notwithstanding anything to the contrary herein, if this lease
be in force and effect at the expiration of the primary term, this lease shall thereupon
terminate as to all formations not penetrated by the drilling of a test well or wells on
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the leased premises or land pooled or consolidated therewith, except if drilling is in
progress at the end of the extended primary term.

{b) Seven (7) years after the expiration of the primary term of this lease, formations on
the leased premises not included in any unit and not producing oil or gas in paying
quantities shall revert to Lessor. Lessee shall be obligated, subject to the other terms
of this paragraph, to file of record in the courthouse a release of the lease covering
such nonproducing zones or formations within sixty (60) calendar days following
written demand therefor. If such release is not filed within said sixty (60) calendar
day period, then Lessee shall be subject to damages and for any attorney’s fees
incurred by Lessor in obtaining such release.

Lessee agrees to maintain any well site, storage tank location, or any other area used in its
lease operations reasonably free of weeds, but without the use of salt or chemical substances
in such weed control. Lessee will use reasonable diligence in its operations to

cause minimal interference with any cattle operations on said lands.

(a) Lessee shall fence all slush pits and areas containing equipment, chemicals or other
substances which may be harmful to livestock of Lessor and/or Lessor’s surface
tenant.

) The Lessee agrees with the Lessor that in connection with the operation and
development of the above described leased premises, it will use its best effort and
follow the general practices customary within the industry to protect all fresh water
strata and the surface from pollution by salt water and other refuse.

This lease shall not be assigned except in its entirety. Lessee agrees to notify Lessor by
written notice of any lease assignment within thirty (30) calendar days following such
assignment.

Any abstracting charges for drilling operations by Lessee under the terms of this lease shall
be paid by Lessee.

Notwithstanding anything in this lease to the contrary, this lease does not confer to the
Lessee, or Lessee’s agents, employees, contractors or subcontractors the right to conduct
seismic exploration on the leased land. Any seismic exploration of behalf of Lessee shall be
subject to an additional and separate agreement and additional and separate compensation to
Lessor.

Whenever necessary in this lease and addendum and where the context requires, the singular
term and the related pronoun shall include the plural, the masculine and the feminine.

This lease and Addendum, and all its terms, conditions and stipulations shall extend to and be
binding on all of the heirs, administrators, executors, trustees, successors and assigns of Lessor and
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Lessee.
IN WITNESS WHEREOF, we sign the day and year first above written.

SIGNED FOR IDENTIFICATION
LESSOR LESSEE

The Kansas University Endowment Association

By: //1.——// /

" Dule Setoring. Prosident

h
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FORM 88 — (PRODUCER’S SPECIAL) (PAID-UP)

Reorder No. Kansas Blue Print
63U (Rev. 1993) 08-115 Vickita, KS G7201-0793
OIL AND GAS LEASE SRS Y
AGREEMENT, Made and entered info the 12th day of March 2—.q01 0
by and between Joseph Dinges and Rachel |. Dinges, Co-Trustees
Joseph Dinges Trust, dated 6-4-82
Rachel |. Dinges Trust, dated 6-4-82
whose mailing address is 9169 J Road Ness City' KS 67560' herei: colled Lessor (whether one or more),

Palomino Petroleum, Inc.

and
h caller Lessee:
Lessor, In consideration of ONE and More  Dollars 5. ON€ ($1.00) ) in hand pald, recelpt of which
is here acknowledged and ofthc myzlus hcrcln provided and of the agreements of the lessee herein comz!ncd hereby Braats, leases and lcls exclusively unto lessee for the purpose
of by g { and other means, prespecting drilling, mining and for and prod oil, liquid h tb all gases, and thelr respective
constituent produc:s. injecting gas, waler, other fluids, and air into subsudface strata, laying pipe Ilnes. stering oﬂ buﬂdlng tanks, power stzﬁon.s telephone lines, and other structures
and d\lnss thereon to pmducc, save, 1ake care of, treat, manufacture, process, store and P 1d otl, Hquid h gases and their respective constituent products :nd other
P and housing and otherwise cadng for Its employ the foll described hnd together with any y rights and aft d interest,
therein situated in County of Ness State of Kansas _ described as follows t0-wit:
Township 18 South, Range 26 West
Section 1: Lots 1(40.25) and 2(40.75), S/2NE/4
. . L 161
In Section Te hip Range and acres, more or less, and ail

accretions thereto.

T
Subjeet to the provisiona herein contained, this leane shall remain in foree for a term of_ﬁr.e_.e.@___ years from this date (called “primary term"). and as long thereuﬂer
aa oil, liquid hydrocarbona, gas or other respective constituent products, or any of them, is produced from said land or land with which said land is pooled.

In consideration of the premises the aaid leasee covenants and agrees:

1at. To deliver to the credit of leasor, free of cost, in the pipe line to which lesaee may connect wells on said land, the equal one-eighth (4) part of all ofl produced and saved
from the lesscd premisen.

2nd. To pay lessor for gne of whataoever nature or kind produced and sold, or used off the premi or used in the i of any d h one-sighth (),
at the markct pncc o1 the well, {but, as to gas sold by lessce, in no event more than one-c:ghlh {4 of the proceeds received by lessee from such anlen), for the gas sold, used off the
£ said to be made . Where gos from a well producing gos only is not 2old or used, lessee may pay or tender

o
as roynll.y One Dollnr ($1.00) per year per net mineral acre retained hereunder, and if auch payment or tender is made it will be considered that gas ia being produced within the
of the

This leage mpy be maintained during the primary term hereof without further payment or drilling operations. If the leasee shall commence to drill a well within the term
of this lease or any extonsion thereof, the lessee shall have the right to drill such well to completion with rensonable diligence and dispatch, and if oil or gas, or either of them, be
found in paying qunntities, this lease shall continte and be in force with like effect as if such wefl had been completed within the term of yeors first mentioned.

If anid lessor owne o less interest in the above described land than the entire und undivided fee simple eatate therein, then the royalties herein provided for shall be pmd
the said lessor only in the proportion which lessor's interest beurs to the whole and undivided fee.

Lesace shall have the right to use, free of cost, gas, oil and water produced on said Jand for leasee’s operation thereon, except water from the wells of leasor.

When requested by lessor, leasee shall bury lessee’s pipe lines below plow depth.

No well shall be drilled nearer than 200 feet {o the house or barn now on said premises withaut written consent of lessor.

Lesaee ghall pay for damages caused by lezaee’s operationa to growing crops on anid land.

Lesses shall have the right at any time to remove all machinery and fixtures placed on said premises, including the right to draw and remove casing.

" lhc estate of either party hcre:o is assigned. and the privilege of assigning in whole or in part is ly allowed, the hereof shall extend to their heirs,
r nesigns, but no change in the ownership of the land or ¢ of rentals or 1 ghall be binding on the leszee until after the

leazee has been furnished with & wnuen tranafer or asxignment or & true copy thereof. In case leasee naajgna thia lease, in whole or in part, Jeasce shall be relieved of all obligations
with respect to the aesigned portion or portions arising aub. to the date of assi

Lessee may at any time execute and deliver to lessor or place of record a relense or relesacs covering any portion or portions of the above described premises and thereby
surzender this lease aa to auch portion or portiona and be relieved of all obligations aa to the acrenge surrendered.

All express or implied covenants of this lease ahall be subject to all Federal und Slate Laws, Executive Ordcn, Rules or Regulations, and this lense shall not be terminated,
in whole or in part, nor lesace held lisble in damages, for foilure to comply th iy p d by, or if such failure is the result of, any such Law, Order, Rule or
Regulution.

Lessor hereby warrants and agrees to defend the title to the landa herein described, and agrees that the lessce shall have the right at any time to redeem for lessor, by payment
any mortgages, taxes or other lichs on the above described lands, in the event of default of payment by lessor, and be subrogated to Lhe rights of the holdrr chmor and the under.
signed lesrors, for themselves and their heirs, successors nnd assigns, hereby survender and release all right of dower and t d in the d herein, in so far
a8 soid right of dower and homestead may in ahy way sffect the purposes for which this lense ia made, as recited herein.

Lessce, at its option, is hereby given the nghl nnd power to paol or combme the acreage covered by this lease or any portion thereof with ather land, lease or lenzes in the
immediate vicinity thereof, when in lesace's ji or ble to do so in order to properly develop and operate snid lense premises so as to promote the
congervation of oil, gas or other minerals in and under nnd that may bc produced from =aid premises, such pooling to be of tracts contiguous to one another and o be into a unit
ar unita not exceedmg 40 ackes eoch in the event of an il well, or into a unit or units not exceeding 640 acren cach in the event of a gas well. Lesgoe ahall exceute in writing end
record in the conveyance records of the county in which the lnnd herein leased is situnted an instrument identifying and describing the pooled acreage. The entire acreage o
pooled into a tract or unit shall be treated, for all purposes excepi the payment of royaitics on production from the pooled unit, as if it were included in this lease. If production is
fauud on the ponled acrenge, it shall be treated an if producition is had from this lease, whether the well or wells be Jocated on the premiscs covered by this lease or not. In lien of the

herein ified, lessor shall receive on producltion from & 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 ncreage basis bears to the total acreage so pooled in the particular unit involved.

Lessee, or its assigns, agree to restore the surface to its original contour and condition as nearly as practicable.

(\(;‘—m’c“ﬂ' gy,
“\ N Of
ot

SEAL

IN WITNESS MHEREOF, the undera ¢ execute this instrument ae of the day and year fjrey ubove written.
-

Witneaacs:

Josgbh Dinges, Codffustee . QU»H . Rachel |. Dinges, Co-Trustee

Joseph Dinges Trust and Rachel 1. Dinges Trust dated 6-4~82 Joseph Dinges Trust and Rachel 1. Dinges Trust, dated 6-4-82

Staie of Kansas - Ness Couniy

Book: 331 Page: 571
Receipt ¥: 66208 Recording Fee: $12.00
Pages Recordad: 2
Cashier Initials: MH
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January 24, 2013

K. Robert Watchous
Palomino Petroleum, Inc.
4924 SE 84TH ST
NEWTON, KS 67114-8827

Re:Drilling Pit Application
KU-Dinges 1
SE/4 Sec.01-18S-26W
Ness County, Kansas

Dear K. Robert Watchous:

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 within 96 hours
of completion of drilling operations. 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
(620) 225-8888 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
(620) 225-8888.
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