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Palomino Petroleum, Inc. KDH-Kandt #1
OPERATOR LEASE NAME
9 9
Ness County, KS 33 16s 26w 1072’ FSL - 1556’ FEL
COUNTY Sec. Twp. Rng. LOCATION SPOT
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17 =1000° N GR. ELEVATION: m
- o Directions: From the SW side of Utica, KS at the intersection of
paTEsTakED: __Jan. 6, 2014 Hwy 4 and Jackson Ave/D Rd — Now go 1 mile West on Hwy 4 —
MEASURED BY: Ben R. Now go 1 mile South on C Rd to the NE corner of Section 33-16s-
— Luke R 26w — Now go 0.5 miles South on C Rd to an ingress stake West
’ - - into — Now go 0.4 mile West on lease rd to ingress stake South into
aurnorizep By:__Klee W. and Rick S. — Now go 932° South through wheat stubble into staked location.
This drawing does not constitute a monumented survey or a Final ingress must be verified with land owner or Operator.
land survey plat.
This drawing is for construction purposes only.
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Reorder No.
63U (Rev. 1993) 09-115

OIL AND GAS LEASE
12th February 2008

AGREEMENT, Made and entered into the day of

by and between K.D.H. Enterprises LLC

4531 Timberwolf Trail Colorado Springs, Co. 80920

whose mailing address is

Lessor (whether one or more),

Palomino Petroleum Inc.

and
hereinafter caller Lessee:
Lessor, in consideration of One and More Dotlars (5. One ( 1. OO)» .jin-hand ;;nid, receipt of which
is here acknowledged and of the royalties herein provided and of the agreements of the lessee herein contained, hereby grants, leases and lets exclusively unto lessee for the purpose
of investigating, exploring by physical 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 therson 1o praduce, save, ake 2are of, treat, m procezs, siore and Lanspen said ofl, Hguid hydrocarbons, gases und their respecuve 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 16 South, Range 26 West
Section 33: S/2SE/4

80

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

My
Subject to the provisions herein contained, this lease shall remasin in force for z term of Myears 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 Jand with which said iand is pooled.

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

ist. 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 uged 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
premises, or in the manufacture 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 royaity 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 well within the term
of this lease or any extension thereof, the lessee shall have the right to drill such well to completion with ble dili and di h, 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 entirs and undivided fee simple estate therein, then the royalties herein provided for shall be paid
the said fessor vnly in 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 Jessor.
When requested by lessor, lessee shall bury lessee’s pipe lines below plow depth.

No well shali 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.

fessee 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 expressly allowed, the covenants hereof shall extend to their heirs,
dmini or assigns, but no change in the ownership of the land or assignment of rentals or royalties shall be binding on the lessee until a.fter 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 assignment.

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 thereby
surrender this lease as to such portion or portions und be relieved of all obligations as to the acreage surrendered,

All express or implied covenants of this lease shall be subject to all Federnl and State Laws, Executive Orders, Rules or Regulations, and this lease shall not be terminated,
in whole or in part, nor lessee held lable 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 th: lands herein described, and agrees that the lessee shall have the right at any time to redeem for lessor, by payment
any mortgages, taxes ot 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 thereof, and the under-
signed lessors, for themselves and their heirs, and assigns, hereby der and release all right of dower and homestead in the premises deseribed 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 so as to promote the
conservation of oil, gas or other minerals in and under and that may be produced from said premises, such pooling 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 each 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 describing the pooled acreage. The entire acreage s0
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 proc!uchon is
found on the pooled acreage, it shull be treated as if producltion is had from this lease, whether the well or wells be Jocated on the premises covered by this lease or not. In Alxeu of the
royalties elsewhere herein specified, lessor shall receive on produchion 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 particuiar unit involved.

Witnesses: e, %@ﬂ{ m \_\\/rZ%\Q_)Q\r@/L\QmW

Karen Diane Hausman, President

IN WITNESS WI”XER%QKJ‘M undersigned execuge’this instrument as of the day and year first above \Vritte{l\

K.D.H. Enterprises LLC
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OIL AND GAS LEASE e
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day of

by nd betwesn Paul O. Kandt and Neoma A. Kandt, Trustees of the Kandt Family Living Trust
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83U (Bev. 1993

AGREEMENT, Made and entered into the

e 101 South Yellow Wood No 25 Mesa, Az. 85209
whase mailing address is - = fE 5209 hereinafier called Lessor (whether one or morel,
) , Palomine Petroleum Inc.
and ... P
. heveinafter enller Lessee:
Lessor, in consideration of One and More poltars 5_ON€ (1 .00) }in nand paid, receipt of which

is here acknowledged and of the royalties herein provided and of the agreements 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 oii, 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 1o produce, save, take care of, treat, manufacture, process, stose and transport said oil, liquid hydrocarbons, gases and their respective constituent products and other
products manufactured therefrom, and housing and otherwise canng for lis employees, the following described land, together with any reversionary rights and after-acquired interest,
therein situated in County of Ness State of Kansas described 2s follows te-wit:

Township 16 South, Range 26 West
Section 33: N/23E/4

80

In Bection ‘Township
accrations thereto. R
. . . . . L . Thi : : "
Subject to the provisions hersin contained, this lease shall remain in force for & term of lAh-‘- ee 3 )yenm from this date {ealled “primary terma”). and as long thereafter
as oil, lignid hydrocarbons, gas or other respective constituent products, or any of them, is produced from satd land or land with which said land is pooled.
In consideration of the premises the snid lessee covonants and agrees:

—, Range and containing

acres, more or less, and all

tt. To defiver to the credit of lessor, free of cost, in the pipe lne to which lesste may connect wells on vaid land, the zqual one-sighth (%) part of all ail produced und saved
vom the leased premises.

dnd. To pay leasor for gas of whatseever nature or kind produced and sold, or used off the premiases, or used in the facture of ony d t . ighth V),
at the market price at tha well, (but, as to gas sold by lessee, in no event mere than one-eighth (W) of the proceeds received by lessee from such aales), for the gan sold, used off the
i or in the facture of it t i

gaid 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 (51.00) per year per net mineral acre relained hereunder, and if such payment or tender is mude it will be considered that gan is being produced within the
i )

of the preceding

‘This leane may be maintained during the primary ierm hereof without further payment or drilling operations. If the lesaee shall commente 10 drill a well. within the term
of this lease ur any extension thercof, the lesses shall have the right to drill such well to completion with ble dili and di h, and if ol or gos, or either of them, be
found in paying quantities, this lense shall continue and be in furce with like effect as if such well had been completed within the term of years firat mentioned,

1f 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 in the proportion which leasur'a interest bears to the whole and undivided fee.

Lassee shall have the right to use, free of cost, gas, ol 2nd water produced on waid tand for tessee’s operation thereon, except water from the wells of leasor,

When reguested by lessor, lessee shall bury leasee's pipe lines below plow depth,

Mo well shall be drilled neaver than 200 fect to the heuse vr barn now on said premises without written vonsent of lussor,

Lossen shell pay for damages cauaed by lesses’s operations to growing crops on said lund.

Leusee shall have the right at any time to remove all machinery and fixteres pluced on said premises, including the vight to draw and remove casing.

If the esiute of sither parly hereto is i |, and the privik of igning in whole or in part is expreasly allowed, the hereof shall extend to Yhu.-ir heirs,
exeentors, administeators, successors or assigns, but no change in the ownership of the land or assignment of rentals or royalties shall be binding on the lesses until after the
ieasee hns been furnished with a written transfer or assignment ar a true copy thereof. In case leasee assigne this lease, in whole or in part, lessee
with reapect to the assigned gortion or portions arising subszquent to the dote of assignment.

shall be relieved of all obligations

Lavses may st any e execute sad deliver to lessor or place of record a relense or veleases covering any portion or portions of the above described premises and thereby
surrender this lease s to snch portion or portions and be relieved of ali obligations as to the sereage survenderad.

Al express or implied covenants of this lease shall be subjest to 2l Federnl and State Laws, Executive Orders, Rules or Regulations, and this lease shall not be terminated.
in whele or in part, nor lessee held Hable in damages, for failure to comply thevewith, it complinnce is prevented by, or if auch failure is the result of, any such Law, Order, Rule or
Regulation.

Leusor hereby warrants and agrees to defend the title to the lands berein deacribed, and agreea that the lessee shail bave the right at any zin;e to rcdicm‘fot lessor, :{:yhp:wym;‘x,xt.
any morlpages, tazes or sther liens on the above described lands, in the event of defanlt of payment by lessor, and be nubrogated to thc'nghts of the hul&.vr »l‘_\grelo% -m-‘inl i; 22( f“arr
signed leasors, for themaelves and their heirs, puccessors and nusigns, hereby surrender and release all right of dower and homestend in the premises described herein. in s
as said right of dower and homestead may in any way affect the purposes for which this lease is made, ns recited herein,

Lessee, at ity option, is hereby given the right and power to pool or combine the acreage covered by this lesse or any portion merco.fiv.;xtllnﬂ?ther l{xsx:;i, l;nfz (:: I;.::;:Olz il}:;
immedinte vicinity thereof, when in lesaee’s jud it g or advisable to du.su in o;des i propcr!y develop nnd operate saic l:du(— pf::)'ther un‘(i ot
conservation of oil, gas or other minerals in and under and that may be produced from suid pramiases, such pooling to be of :wcm’conngu?\vf] (;:nt;e s writing
or units not sxceeding 40 acres ench in the event of an oil well, or inte & unit or units not exceed?ng 84t} acres eac_h in the event o{‘? gas}::e N I-Sdg'xcrenge "I“he e
record in the conveyance records of the county in which the land herein leaszed is situgled an matrqmnnt identifying and fieacq 1pg‘t e gnol cdeé e Lhi&" e oduction
pooled into a tract or unit shall be treated, for all purpoges excepi the payment of royaltics on preduction from the pooled \m:t. as if it \ierevmc’;b. . lea‘:sn as e the
found on the pooled acreage, it shalt be treated as if produciiion is had from this lease, whether the well or wells be luc{zted on ‘h? prﬁ{:}melg;x; e}:‘;einjas ote m‘;munt e
royalties sisewhere herein specified, lessor shall receive on peaducition from 2 unit o pooled only s}mb gortion Df “Lhe Toya L}: ¢}\pu Et the
placed in the unit or his voyalty intevest therein on an acreage hasis bears Lo the tetal acrenge so pooled in the perticular unit involved.
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