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OIL AND GAS LEASE i abiti Hoed
AGREEMENT, Made and entered into the lst day of June 2——-.009

Gary D. Horchem, Trustee of the Gary D. Horchem Trust 5-21-2003

by and between

PC Box 187 Ransom, Kansas 67572

whaosge mailing nddress is hereinafter called Lessor {whether one or more),

Palomino Petroleum Inc.

and

hereinafter caller Leasee:

Lessor, in ideration of One and More Dollars (§ One ( 1. OO) )in hand p’zid, receipt of which

is here ack ledged 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 igati ploring by geoph 1 and other means, prospecting drilling, mining and operating for and producing oil, liquid hydrocarbons, 2l gases, and their respective
constituent products, injecting gas, water, other fluids, and air into subsurface strata, laying pipe lines, storing oil, building tanks, power sttions, telephone lines, and other structures
and things thereon to produce, save, take care of, treat, manufacture, process, store and aid oil, liquid hyd b gases and their respecti i i and other

products manufactured therefrom, and housing and otherwise caring for its employees, the frollowing described I‘znd. together with any ionary rights and aft ‘. quired interest,
therein situated in County of Trego State of Kansas described as follows to-wit:

Township 15 South, Range 23 West

Section 8: SE/4 lying East of HWY 283
Section 9: NE/4, SW/4, NW/4

533

In Section T hip Range und ini: acres, more or less, and all
accretions thereto.

Subject to the provisions herein contained, this lease shall remain in force for a term ofThree 3 years from this date {called “primary term”). and as long thereafter
a8 ail, 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 lessee covenants und sgrees:

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 1t of any d therefy one-eighth (4),

at the market price at the well, (but, as to gas sold by lessee, in no event more than one-eighth (%) of the praceeds veceived by lessee from such aales), for the gas sold, used off the
i or in the 1t of d hereft said pi 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 mude it will be considered that gas is being produced within the
: di v

Thie lease may be muintained during the primary term hereof without further payment or drilling operations. If the lessee shall commence to drill & well within the term
of this lease or any extension thereof, the lessee shall have the right to drill such well to letion with r ble diligence 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 entire and undivided fee simple estate therein, then the royalties herein provided for shall be paid
the suid lessor only in the proportion which lessor's interest bears to the whole and uqdiviﬂed 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,
When requested by lessor, leasee shall bury lessee’s pipe lines below plow depth.

No well shall be drilled nearer than 200 feet to the house or barn now on enid premises without written consent of lessor,
Lessce shall pay for damnges caused by lessec’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 cither 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 nssignment of rentals or royaltica 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 sub to the date of assj

Lessce may at any time execute and deliver to lessor or place of record a release or relenses covering any portion ar portions of the above described premises and thereby
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 resuit of, any such Law, Order, Rule or
Regulation.

Lessor hereby warrants and agrees to defend the title to the landa herein described, and agrees that the lessee shall have the right at any 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 thereof, and the under-
signed lessors, for themselves and their heirs, successors and nesigns, hereby surrender and releage 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, a8 recited herein.

t its option, is hereby given the right and power to pool or combine the acreage covered by this leose or any portion thereof with other land, lease or leases in the
immediate vicinily thereof, when in lessec’s judgment it is necessary or advissble to do so in order to properly develop and operate said lease premises so a8 Lo promate the
conservation of oil, gas or other minerals in and under and that may be produced from snid premiscs, such pooling to be of tracts contiguous to one another and to be into a unit
or units not exceeding 40 acres ench 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 situnted an inastrument identifying and describing the pooled acreage. The entire acreage 20
pocled into a tract or unit shall be treated, for all purposcs excepi the pay of lties on duction from the pooled unit, as if it were included in this lease. If production 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 by ihis lease or not. In }icu of the

Ities elsewhere herein ified, lessor shall receive on preducltion from a unit so pooled only such portion of the royalty stipulated herein s the amount of his acreage
placed in the unit or his royalty interest therein on an acreage basis bears to the total acreage 8o pooled in the particular unit involved.

Lessor shall be considered as pumper on leased acreage

at competitive prices.

This lease is comprised of 4 (four) separate leases described
as the following tracts:

Tract 1: NW/4 9-15-23

Tract 2: SW/4 9-15-23

Tract 3: NE/4 9-15-23

Tract 4: SE/4 8 lying East of HEY 283

IN WITNESS WHEREOF, the undersigned extcute this
[N

strument as of the day'and yéaF first above, written.
Witnesges: R R T S

4 ﬂﬁé%’%«@

Gary D. Horchem, Trustee
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