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OIL AND GAS LEASE Ay s 3y o
AGREEMENT, Made and entered into the 25th day of April 2—.01 1

Gaylen E. Mendenhall and Darlena F, Mendenhail, Trustees of the Gaylon E. Mendenhall Revocable Trust
dated 11-22-99

by arnd betwesn

.. 6048 Sunset Drive  Guymon, OK 73942

wheoae muiling addreas is
Paloming Petroleum, Inc,

hercinafier celled Leasor (whether ane or more),

and

herelnafter caltor Lessees

Lezsor, In {dertion of One and More Dallars (3, Cne (31 00) ) in hand patd, seeelpt of which
i bere acknowlziged ana of the royaites petcln provided and of the agrsementa of the fessee kotein tontalned, Bereby grants, leases 2nd lats exciusively unio lessee for the pumposs
af investigating, exploring by geophysiea! and other tneans, prospecting dilling, mining and openiing for and produciag oll, liquid hydroarbons, all gascs, and their respecive
consthisent prodysls, Injeeung g3, waier, alber flulds, and air inie subswifage st@1a, Jaying plpe ¥nes, stordng oil, bullding wnks, power stadons, telephone lines, and other strusiuies
and things thereon (o produce, save, 1ake care of, treat, manufaciure, process, stam and transportsakd oll, Rquid hydrocachons, gases and thelr respedtive eonstituent products and other

products manufactuted therefrom, and houslag and otherwlse caring for fts smployces, the followlng described land, together with any [ v tghis and aft fred imarest,
therein slwaced {n Counsy of Lane sute of Kansas deseeibed 2s follows to-wit
Township 16 South, Range 27 Wast
Seclion 3. E/2; E/2 SWi4; SE/4 NW/4; N2 NWi4
Section 4: Ni2 NE/4
In Seclion Tewnghip Ronge and ini 854 Rezes, TRorg or Jeay, and at

aceretions thexeto. Thl‘EE(3)
Subject to the provisions herein eontained, thit Jeane shall cemaln In foree for 4 term of —— 17 yenrs [ram this date (colled “pelmnzy term”). nnd an long tharsafier
au oif, liguid hydracarbons. goe or ather reapeetive conntiluent products, or sny of them, Is produced fearn sald land or lond with which said Jand is pacled.
In Ideration ol the Teea the maid Jenuee Lt and agrees:
lab To deliver ta the eredit of leaser, Lroe of coat, in tho pipe line to which lrsate mny connect wells on sald land, the equal eneeighth () pard of all 0l produced and saved
fram the lenved premises. -
2nd, To pay ledsor for gan of whalaoever natuse or kind produced und wold, or vaed off the premince, ar used in the mamifeelure of sny products therefrom, ane-tighth (4,
at the market peice at tha well, (but, as to ges sold Ly lespze, in no event more Lhan one-eighth () of the procesda veceived by leaste from such dalend, for the gos agld, used off the
laes, or iny the ol therefram, #ald paymenta to be made monshly. Where gos from » well produring kes only i not 5012 or used, Jeoses mny pay or lender
&2 rayalty Oux:e Boiln‘r ($1.00) per yenr per net minerel aere relalned hereunder, and if such payment or tender is mnda it will be considered that gsw is being produced within the
ing of the i +

This lease may be muintalned during the primary term hereof withaot furlber payment or drilling aperatiéna. If the leance shall commence Lo deill @ wall within the
of this [enue or any extanvion thereof, the lerzes shall have the xight ta drill such wel) to completlon with reasenable diligence and dispatch, and Jt oif or gas, or either of them, be
found in poying quantitics, this lcosc 2holl continge and be in force with like affect pa if such well had been campleted within she torm of years Grel mentioned.

{f 9aid lessor owns o eaw interest in the above geacribed lnnd than the enlire and undivided fee aimpla estata Drezein, then the royalties herein provided for shall be patd
the xafd ieaxor anly in the proporticn which Pessor'a intercet bexra {o the whole and vadivided fee.

Exaeee ¢hall have the zight to use, free of cost, gas, off and water praduced on eald lnnd [or Ieasee's operatian thereon, execpt waler fram the wella of leesor
When requested by leesor, lexsee ahall bury leazee’s pipe lines below plow depth,

No well aball be drilled nearer than 200 feet to the houae or orn now on anid premises without written conscak of lemer.

Lasaer sholl pay for damages caused by leasss™s operatians lo growling eraps on aaid land.

Leasee ahall have the vight at any 4ime (o remove all machinery and fixtures pleced oo axid preminas, including the ight to draw end remove casing.

It the estate of gilther pacly herels 1a saalgned, and tha privilegs of assigning in whole ot in pard fn expressly allowed, the e hereof shell extend lo their heirs,
drini or suaigna, bul ne change i the ownerthip of the land or assignment of rentals or royaltien shall be bindizg on the lease untid after the
gne this lease, in whole or in part, lesaec ahall be veliaved of all chligations

Jezeee has been furaished with o written zonsfer or easlgnment or o trae copy theresf, In caue Jesaes
with respect 1o (he ansigned paclion or partions arlaing aok L ta the date of asni)

Legace mny at any Umd execute shd deliver 1o lesor or place of record o relonnn or reledees covesing any partion or partions of the above descrilied premiaes and therehy
surrender thin Jease a2 1o such portion or pozlions uné be rellaved of nll obligatichs as to the acrange surrendered,

Al express or implled covenants of this fease shall Ba subject to all Faderal nng State Laws, Execulive Orders, fiulea or Regulationa, and this feuse shall not be terminated,
%I wl;nl: o in pack, nor fesace held linble in damages, for failure to comply therewith, if complisnet is peevented by, or if such tailure s the renolt of, nny such Law, Order, Rule ar

egulation,

Lemsor heroby warrants and agrees to defead the citle ta the lapds herein dencribed, and agrees that the lessec shall Bave the right £t any tinie to redeemn for leagor, by paymeat
any mortgagen, taxes or sther liena on the cbove deatribed lands, in the event of defaull of payment by lessor, und be subrogated 1o the rights of the haldre thereof, and the undes
signed leasors, for themselves ond their heis, nucceenors and easigna, hercby aurzender and teleae oil right of dower and hamestead in the pzemines deacriticd heseln, in 2o for
oo said vipht of dower and hotmeatend moy In ahy way wlfect lhe purposes for which this fezae is made, as reclited hecein,

Leunce, nlits option, is hereby given the right and power to poal ar esmbina the dcresye covered by thin leaas or any portion thereof wilh other landlesae or Jeaser it the
Immediste vicinily thoreof, when In lessso's judgment it is necessary or ndvisable to do o in ardér s properly develap And operale anid lease promisce 40 4 lo promote the
conacrvallon of oil, gas cr other minerals in and wnder ard dhat may be praduced from anid premisen, auch peoling Lo be of Iracts contiguous t ent ancther and o ba ln}? a vnil
or units nol exseading 40 acics each in the evant af an off will, o7 inte A unib or unfie net exceeding BAO asrce cach in 1he event of a gan woll, Lesaes shall exeeute in writing and
recesd In the esnveyance records of the coupty In which the Jand herein Yazaed {3 situdtzd an inst dentifying and deacribing the posled ncrcage. The entlre acreoge 2o
pooled Inla a tract or unit shall be treated, for &ll purpoaes excepl the paymend of royaltiza o0 praduetipa from the poeled unll, as if & wore included in his tenne, 10 production la
found an the pasitd acrosge, it ahali be treated au if producilion is hod from this leane, whether tha well or wells be fotated on the premistn covazed by (his lease of nat, T liou of the

yaltion eliewh rein apecified, leador shell rectlve on prodecilion from & snil so pasled only such gortion of the royalty stipulated heveln ax the ameunt of hin acreage
plaeed in the wnit er his coyalty interest therein en on acresge basia beara Lo the tolol aciesge s0 pooled in the particulor unil involved.

This lease is comprised of two (2) separate leases described as the following tracts:

wnship 1 Range 27 Wes
Tract 1} Section 3: E/2; £/2 SWi4; SE/4 NWI4 (460 acres);
Tract 2) Section 3: Ni2 W\W/4; Section 4: N/2 NE/M (194 acres)
This kease shall be considered for 2 purposes a separate lease on ezch tract,

See ADDENDUM aftached hereto and made a part hereof,

1N WETHESS WHEREOF., the undessigned execule 1his zalrument us of the doy snd year first abeve writien,

Darlene F. Mendenhali{ Trustes

G
Gaylon E. Mendenhall Revocable Trusi dated 11-22-89 Gaylon E. Mendenhall Revocable Trust dated 11-22-99

aylén E. Mendenhall, Trustee




STATE OF Qklahoma

ACKNOWLEDGMENT FOR INDIVIDUAL (KsOkCoNe)
county oF 1 A les ¢ PR
The foregoing instrument was acknowledged before me this _ 29th day of April 2011
by Gaylon E. Mendenhall and Darlene F. Mendenhall, Trustees of the waet Gaylon E. Mendenhall
Revocable Trust dated 11-22-99 ey N
My commission expives
Notary Public
STATE OF
ACKNOWLEDGMENT FOR INDIVIDUAL (KsOkCoNe)
COUNTY OF
The foregoing instrument was acknowledged before me this day of
by ) and
My commission expires
Notary Public
STATE OF
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COUNTY OF
The foregoing instrument was acknowledged before me this day of .
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STATEQF ACKNOWLEDGMENT FOR CORPORATION (KsOkCoNe)
COUNTY OF
The toregoing instrument was acknowledged before me this day of
by
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corporation, on behalf of the corporation.

My commission expires .
y ’ Notary Public
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ADDENDUM to Oil and Gas Lease, dated April 25th, 2011 by and between:

Gaylon E. Mendenhall and Darlene F. Mendenhall, Trustees of the Gaylon E. Menderhall
Revocable Trust dated 11-22-99
hereinafter referred to as Lessor and

PALOMINO PETROLEUM, INC.
hereinafter referred to as Lessee:

This Addendum is a part of that cerfain Ol and Gas Lease identified above by date and parties,
covering the E/2; E/2 SW/i4; SE/4 NW/4; Nf2 NW/i4 Section 3 and N/2 NE/4 Secfion 4 Township
16 South, Range 27 West, LANE COUNTY, KANSAS, and containing 654 acres, more or less.
The following provisions are part of the above-described oil and gas lease, and if there is any
conflict between these provisions and the provisions of the form Cil and Gas Lease then the
following provisions shall apply, take precedence and control:

1. Lessee agrees to maintain ail well sites or other area used by its operations reasonably
free of weeds and in doing so shall not use salt or any chemica! which will damage or
reduce the land’s fertility.

2. Atthe expiration of the primary term of the lease the Lessee shall release and record
the same of record all zones and horizons below the deepest depth drilled on any well
drilled on the leased premise or premises unitized therewith.

3, Lessee shall be liahle for and agrees to pay for all damages to the land, livestock, crops
{including grass) and improvements on said land caused by Lessee’s operations and in
the absence of greater damages being shown to exist agrees to pay minimum of $1,500
for a dry hole or $2,000 for a praducing well on dryland farm land and grasstand for
ordinary location damages as to each well drilied on said land and a minimum of $15 per
rod on dryland farmland and grass for any pipeline right of way plus damages, if any,
whether connecting to the well on the premises or not.

4. In case of actual production royalty payments or shut-in, royalty payments shall never
be less than the equivalent of $5.00 per acre per year in any one year on the net mineral
acres owried by Lessor and covered by this lease. Any deficiency shall be promptly paid
upon Lessor's request for payment.

5, If Lessee conducts any of its operations upon fand on which there exists native grass or
CRP grass, it will re-seed the grass as soon as possible after completion of its operation
which damages or destroys the grass until a stand sufficlent to cover the damaged area
is obtained. Al pits and areas containing equipment ar chemicals, production facilities
or equipment installed upon the fand will be fenced and enclosed so as to prevent
livestock from being able to reach the facilities, pits or equipment and if a break of any
fence is made, Lessee will install and maintain cattle guard at the point of each such
break.



&
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(page two)

6. inthe event a well or wells producing oil and/or gas should be brought in on land
adjacent to the leased premises, Lessee agrees to commence the drilling of such offset
well or wells as a reasonable prudent aperation would under the same or similar
circumstances. If oil and /or gas is discovered on the land covered by this lease, or on
lands pooled therewith, Lessee agrees to further develop said land covered by this lease
as 4 reasonable prudent aperation would under the same or similar circumstances.

7. Notwithstanding any provision of this lease to the contrary, this is a paid-up lease and all
delay rentals necessary to extend this lease to the end of its primary term have been paid

and accepted in advance,

8. This lease and all its terms, conditions and stipulations shall extend to and be binding on
all the heirs, grantees, administrators, executors or assigns of Lessor and Lessee.

By / Loy S ALY Trashec

Gaylo E. Mendenfiall, Trustee

By/&/:,,,/@,w(}/ ol

Darlene F. Mendanhall Trustee
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OIL AND GAS LEASE e o e

AGREEMENT, Made and ¢nlered info the 25t day of April Zﬂ"

35 sod betwean _-512NG D. Chapman and Sandra J. Chapman, Trustees of the Chapman Living Trust dated 3-16-10

whone maling addrces is 104 N, Jackson Avenue  Utica, KS 67584 N—
Palomino Petroleum, Inc,

colled Lesser (whethar one or mote),

and

hereil caller Lesaes;

Lessor, In Ideatlon of One and Mare sDellans {3 Cne (51'00) 2n hand paid, recelpt of which
la here acknowledged and of the ryaldts hereln provided 2ad of the agrccments of the Jowet hereln contaned, herehy gtant, Jeases and lots exchuslvely unto fesseo for the pupose
of | ] g exglorng by geophysical and othar means, prospeqiing deiliing, mising 2nd g fer and producing ofl, liquid ydmeadd all gases, zad thelr respectlve
conslituent products, Injecting gad, waler, ather Mulds, and alr Into subsudace stals, laying pipe lincs, stadag ofl, building 1nks, power suatlons, telephone Hies, and olhet strucluzes
and things hereon to produce, 3ave, t2ke cara of. treat, manufaclure, process, store and 1rnsponsakd ol llguid hydroeathons, gases and their respecive canulient products and sther
prod f; d therefl and housing 2nd othervlse qring for ls employces, the followlng deacrbed fand, together with 2ny teveralonary rights and afice-acquired Inteiest,

thereln sluaced In County of =808 Sute of HaNSag  desceibed a5 followa to-wis

Township 16 South, Rznge 27 West

Section 3; £/2; E/2 SW/4; SE/4 Nwwid

460

In Seetjon Te hi Runge and canteini ncres, mora or deas, ond ol
nceretions thereto. Threa(3)
. Sublect o Lhe pravisions herein contained, thin Ieaze shall remain in force for @ 7 9 wmmnas s YE3TR f1om thin date (called “primary ters™). and on long therenficr

aa oil, liquld hydracarbons, zos ar ather ceapective conmtiluent products, oz noy of them. b3 produced [rom amid land or land with which snld land is gooled.

In connideration of the premies the anid lextee covenants and ngeen:

1L To deliver to the credit of levany, Frea of cant, #n the pipe ling 4o whith [eeres may conncct wells an sald lsnd, the equnl one-sighth (35} part of A}l o3l produced and saved
fram the leazed premises,

end, Ta pay leawos for gea of whatanaver natuee or kind produced snd wold, or weed oIf the premises, er ured in the mamutacture of sny products therefrom, ane-elghih (%),
at the market price nt the well, (bul, oa to goa sold by feeacs, in 1o avent move than eac-cighth (4} of the proceeds received by leasee fram auch aales), for the gas aold, veesd off the
premizs, or in the i [ d therefrom, a0id peyments to be muds monthly, Where zas from a well producing gus only le not sald or uied, l;un may pay or l_mder
LL] fo.'rahyrﬂﬂc Dnllajr {$3.60) per year per net mincral acre retained hercunder, and if such payment ot tandee i made il will be considercd {hat gan in being produeed within the

ing of the

This lenee may be maintatned dusing the primary term hezact wilhout fusther payment or drilling operationa. If tha lcasee shell commence (o dzill 2 wall within tha term
of this leass or any extannion thereof, the Jessce shell have the right 1o drill such well o comaltlion with recssnnbla dilipence and dispsich, and il oil or gup, or cither of them, Le
found in paying quantities, thin Jeane ahall continte and be In force with {lke offect oa i such well had been camgpleted within tho term of years first mentaned.

11 gaid Jessor ewne @ leas intezeal in the above described land than the entire and undivided fee simple tatate therein, than the royaltics berein provided far ahnil be pald
the apid foseor anly in the proportion which leasor's Intereal henrs Lo [he whole and undivided fee.

Lenwes ahall have the right (o une, free of cosl, gak. ofl and water produced on enié fand for leasee’s operation thereon, except waler fram the wells of loesar.

When renueated by lessor, leatea shakl bury leanee's pipo lines below plow depth.

No well sholl be drilfed nonrer than 200 feet to the house or born now on sold premines withcul wrilten congent of lesuor,

Lensee shall pay for damages caused by lesoee's operatlons to grosring crops an satd 1snd.

Lesses ahall have the right at any time ta remove wll machinery snd fixturea ploced on eald premises, including the fdght (o draw and remove easlng.

I the ¢xinte of either perty herela fa aweigned, and the privilege of auslgning in whels or in pact [s cxprensly olfowsd, e covennnis hercof shall extend o their heire,
executors, adminiatrators, avcetidors or acsigns, but no chenge in the ownerhip of tha land oF aesignment of rentals or royaltfcs shell be binding on the loisee until altee the
lesses hax heen farnished with B waiticn tronater st asaignment or a teue copy thereof. Tn ease Jeante caslges thin leans, In whole or In pact, lesate shall be milcved of all obligaliona
with reapect o the amsigned poziian or pertiona ariving sub o the date of anal

Lessee may ot any tims execute and dellver tn Tessor or pluce of record o releare or relezsen covering any partlon or portioss of the above described premises and theseby
surrander this fense 0s ta auch portion or portions and be zelfavad of all shligotions nu to the nereage surmadered.

All express ez mplicd covenants of thin Jease ahaf] be subject ts all Federa) and State Lows, Executive Orders, Ttulea or egulations, and this lease shal} pot be terminated,
}? whole or In part, nor bessee held liable in damages, for Laijure 1o comply therewilh, if compliance in prevented by, or If such faliure (s the result of, any such Law, Order, Rule ac

rgulution,

Teasor hereby warraats and agraes to defend the thtle ¢ the lands herein described, and agrees that ihe lessee shall hove the right at any lime to redeem for Tedsdr, by payment
any marigeges, tnxco or other Hena on the abave Sercribed lands, in the cvent of default of payment By Ieeaor, and be subragated to the rights of the hnll‘irr thlarc.u!', and the ypder
signed lestars, for themuzives and theic heirs, succeasorz and pealgas, hereby surzender and zeleave ad) dght of dower ond h tend fn the hereln, in an fax
=5 guid right of dower pad hemeatead may in any way atfect 1he patpancs for which this lenuc is made, nn recited herein.

Lesves, ot 1w aptien, Is hezeby gives the right and power Lo ptial ot combine the acreogs covered by this leage or any porion thereal wilk other land, lcase or leases in thc
immediale viclaity therof, when In loeocc's judgment it & peceraary or advigabla lo do #o in order to properly develop nnd operate snid leaxa premises ao as ¢o pramote the
sopeervation of oll, ges or olher mingsals in rnd wnder and that may be produced from said preminca, such pacling 0 be of lracts contiguoun to one snother And £ be Snto 4 uail
e unita nal axereding 40 ocres ench in the event of Bn 63l well, or into & unil or vnits not exceeding G40 acres each in the event of n gou swell, Lennee shall execute in writing nnd
record fn the canveynnce recorde of tha county in which the land hezcin leaaed ix situnted an inktrument identifying azd describing the pooled acresge. The enlits aereags 1o
peoled into n tract or unlt shel be trealed, fov all purponer xcepi the payment of royaltica en produeilon from the potled unit, &s If It were inélided [n hia lende I praduetion tn
found on the pooled neteage, it shail be treated an {f producliton Is had from thix leane, whether the well or wells be lozated on the preminta eovered by thin leaue ar net. In _ll:u of the
voyaltiea eluswhera herein #pecified, Ieanor shall receive on producltion from & unik 40 pooled omly aneh portisn of the royalty atipelaced herein ae the amount of his nerenge
slaced in Lhe unit or his royally inlereat dherein on an nereege basis beare Lo the tolal acrenge ae paoled in the pacicnlar unit iovolvad.

See ADDENDUM attached hereto and made a part hergof.

IN WITNESS WHEREOF. (he underalzned vxecuts (his inalzument au of the dey and yeac firat above writtan,

Wilneazes:,
AN b Chshri. A amdna % Choyore
Leland D. Chapman, Trustee / Sandra J, Chapman, Trustee

Chapman Living Trust dated 3-18-10 Chapman Living Trust dated 3-18-10




COUNTY OF /z/" 5—‘;

The foregeing instrument was acknowledged before me this é day of /;fdy 2011
hy Lelend D. Chapman and Sandra J. Chapman. Trustees of the Chapman Living Trus) g dated 3-18-10

. ey

My rommissinn expires

Nofary Publie
= STATEOF laNgas, | 77 & FRenmety TR
STATE OF My Appt. Exp. 3f7//

CHNSWLEBGMENTIFORINDIVIDUAL (KsOkColNe)

COUNTY OF o
‘The foregoing instrument was acknowledged before me this .. ___ day of
hy ) and

My cumunission expires

Netary Public

STATE OF ACKNOWLEDGMENT FOR INDIVIDUAL (KsOk
COUNTY OF tsOkCoeNer
The toregoing instrument was acknowledged before me this dav of

by and —

My commission expires

Notary Public

STATE OF ACKNOWLEDGMENT FOR INDIVIDUAL (KsQkColN
COUNTY OF (HsOkCoNe)
The foregoing instrument was acknowledgad before me this day of

by und

My commission expires

Notary Public
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{S‘TO?;:TSZF ACKNOWLEDGMENT FOR CORPORATION (KsOkCoNe)
The foregoing instroment was acknowledged hefore me this dny of
by
of a

corperation, on behalf of the corporation.

My commissicn expives
Y Notary Public



ADDENDUM fo Oil and Gas Lease, dated April 25th, 2011 by and between:

Leland D, Chapman and Sandra J. Chapman, Trustees of the Chapman Living Trust
dated 3-18-10
herginafter referred to as Lessor and

PALOMINOQ PETROLEUM, INC,
hereinafter referred to as Lessee:

This Addendum is a part of that certain Oil and Gas Lease identified above by date and parties,
covering the Ei2; Ef2 SW/4; SE/M NW/4 Section 3 Township 16 South, Range 27 West, LANE
COUNTY, KANSAS, and containing 460 actes, more or ess. The following provisions are part of
the above-described oif and gas lease, and if there is any conflict between these provisions and
the provisions of the form QOil and Gas Lease then the following provisions shall apply, take
precedence and control:

1. Lessee agrees to maintain all well sites or other area used by its operations reascnably
free of weeds and in doing so shall not use salt or any chemical which will damage or
reduce the land’s fertility.

2. Atthe expiration of the primary term of the |ease the Lessee shall release and record
the same of record all zones and horizons below the deepest depth drilled on any well
drilled on the leased premise or premises unitized therewith.

3. Lessee shall be liable for and agrees to pay for all damages to the land, livestock, crops
{including grass) and improvements on said [and caused by Lessee’s operations and in
the absence of greater damages being shown to exist agrees ta pay minimum of $1,500
for a dry hole or $2,000 for a producing well on dryland farm land and grassland for
ardinary location damages as to each well drilled on said land and a minimum of 315 per
rod on dryland farmland and grass for any pipeline right of way plus damages, i any,
whether connecting to the well on the premises or not.

4. n case of actual production royaity payments or shut-in, royalty payments shall never
be less than the equivalent of $5.00 per acre per year in any one year on the net mineral
acres owned by Lessor and covered by this lease. Any deficiency shall be promptly paid
upon Lessor’s request for payment.

5. If Lessee conducts any of its operations upon land on which there exists native grass or
CRP grass, it will re-seed the grass as scon as possible after completion of its operation
which damages or destroys the grass until a stand sufficient to cover the damaged area
is obtained. All pits and areas containing equipment or chemicals, production facilities
or equipment installed upon the land will be fenced and enclosed so as to prevent
livestock from being able to reach the facllities, pits or equipment and if a break of any
fence Is made, Lessee will install and maintain cattle guard at the point of each such
break.



{page two)

6. Inthe event a well or wells producing oil and/or gas should be hrought in on land
adjacent to the leased premises, Lessee agraes to commence the drilling of such offset
well or wells as a reasonable prudent operation would under the same or similar
circumstances. I oil and for gas is discovered on the land covered by this lease, or on
lands pooled therewith, Lessee agrees to further develop said land covered by this lease
as a reasonable prudent operation would under the same or similar circumstances.

7. Notwithstanding any provision of this lease to the contrary, this is a paid-up lease and all
delay rentals necessary to extend this lease to the end of its primary term have been paid
and accepted in advance.

8. This lease and all its terms, conditions and stipulations shall extend to and be binding on
all the heirs, grantees, administrators, executors or assigns of Lessor and Lessce.

By £
Leland D. Chapman, Truste%ﬁ

o Ao 9. Chupo

Sandra J. Chapman, Trustee
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OIL. AND GAS LEASE bt Nofee

AGREBMENT, Made ond entered inte the 25th gey of April 291
Lorena M. Kellogg and Wilmer E. Kellogg, Trustees of the Lorena M. Kellogg Living Trust dated 4-15-05

by nad Leiwren

Nath

calied Lezsor ahe or merel,

whese mailing nddrons o 3306 Thunderbird Drive  Hays, K5 67601 [
Paiomine Petraleum, Inc.

and
hereinolter caller Levste:
Lessor, in sorsiderauon of O7'® 8N More Danars (s ONE ($1.00} 3 ta hasd pafd, recelps of which
1s here acknowledged and of the royaliles hereln provided and of the agiecments of the lestee heeein contained, hereby grants, leases and fots sxcluslvely unte lessee for the puspose
of I tor physizal 20d other means. prospeciing doiiing, mining and log for and predusing eil, liquld hydreath all gases, 2pd their respesiive

g oY
conilitent pr;duel.:_ tnjecdng g:;, water, olker flulds, and alr [nto subsurface strla, laylng pipe Hnes, sioring 6ll, bulldlag wnks, pawer sizifons, telephone Hnes, 204 other struclures
and things thereonto produce, 3ave, tke eare of, treat, manufacture, process, store and tranapast 3ald o, Nquid hydrocsrtbons, gasss and thelr reepectlve coastilucnt praducis and otber
di f; d tharefr and housing xnd otherwise carng for Us employezs, the following described land, together with any reveralonacy rights and efier-acqulved Intesest,

thereln sltuatcd In Caunty of Lane sute of KBNSES deseritied as foliows ta.wl

Township 16 South, Range 27 West
Seclion 3: E/2; E/2 SW/4; SE/4 NW/i4

460

ocres, moee o Jeas, nnd alt

Ia Section ‘Townahip flange and canipining
aceredions thereto. Threa(3)

.. Subject to the pravisicna herein contained, lvia Jeass ahali remain In force far a torm of ~—— ¢ yeae# (1o thin date {ealled "peimazy term™) and uu tong therealier
ca oil, liguid hydracarbons, gas or alher respeclive constituent preducts, o any of them, i produced from satd lnnd or Land with which said lend is pocled.

In tonaldereilen of tha premises the 0id Jeasee cavenanly and agresa:

12t Te detiver to the credit of Yecaar, frea of coat, In the pipe Sine to which lceace may connect wells on sald Innd, the equal one-tikhth (4] part of all ol grodueed ond ssved
from the {erecd praminer.

2nd. Te pay leaner far gas of whatseover noture or kind produced and sald, or ured aff the premines, or used in the manufactuse of any products thevefrom, one-eighth (),
at the merkes price at the well, (hut, na Lo gog sold by lesges, in oo cvent more thon oneelghth (%) of the proveeds received by lepats frow such anles}, for the gae sald, uned ofTtha

faex, or in the facture of producis thesefram, anid pnyments to be made monthly. Whete gas from & well producing yas ¢ndy it not sold or used, Irasee mey pey ar tender
3 royaily One Dellag ($1.00) per year per net mineral ncre retained herounder, and if such paywent or tender ix made it will be conniderced Lhat gas s bring produced wilhin the
maaning of the preceding paragragh.

This lease may bt maintained during the primary term horesf without further peyment. of duilling eperations. If the lesatc ahall commanee to deill & wall within the term
of thin Jeass ar nny extention theeeof, the Tesres ahall have the xight {o drill such well to campletion with reasonable diligence and dispatch, and I it or gen, or elthes af them, be
found In paying quantities, this laase sholl continue end be in force with Sike effect nu if sueh weil had been campleted within the texm of years Gt mentiened,

If x2id Lesatr swnd & Jesn interent in the sbove described Tond than Lhe entite and undivided fee simple satate thereln, then the yoyaities hercln pravided for sholl ke paid
tha maid Ieasar anly in tne proparifon whick Jeascr’s Interent beurs to the whale and undivided fee.

Leasee shall have the faht 1o usc, free of cont, gas, ol and water produced on asid Innd for leree's speratian thorean, except water from the wells of kazor.

When tequeated by lecor, feases ahall bury leasee’s pipe lines below plow depth.

o well shall be drilled nenrer then 200 fect to the houst or baen new on soid premisen withaut written consent ef [tever,

Lesate thall pay for damoges caured by lensee’s sneratlons to growing crops on asid Yand,

Lesaee ahall have the tight at uny tiae to remove all machinery and fixtures placed on anid pramines, including the rght Lo draw and remova casing.

IT the eatate of either prty herets in pasigned, and the privilege of asalgning in whole or in part Is expressly allowed, the covenanta hereof shall extend to thelx helrs,

gmini or nnalgns, but ro change In the ownerahip of the land or sesignment of rentals ar royaliien shalt be biading on the lsanet until nRer the
leazea his bran Cirnished with & wrtlen lronsber or anaignment or a troe copy thersof, In cauc fedaee paalgns this lease, in whole ev In part, lessze ahall be releved of all obiipationa
with respect to the oasigned pertion ¢r portlons erising sub L to the date of assd

Lesara oy ot ooy time exeeute nnd deliver 4o lensor or place of recard o release or teleaxva covering any poriion ¢r pertiona of the ahove deneribed premines and thereby
surrander this denre ae to such peatian or portions snd be relloved of all obiigntiona as to the acrenge surrendered,

All expivesy ot implicd cavenants of this leane shall ba subject to all Federal and Slole Laws, Execulive Orders, Rules ar Regulations, and thie levse shall not ¥ torminated,
iﬁ\ w};nl; ar in pard, nor Jeaacs hetd Hable in demages, for failure (o comply therewith, if eomplionee is prevanted by, er if such falkire {is tha rasult of, any avch Law, Order, Rule or

egulalion.

Lessor hiceeby warrants and sgrees to defond the ttls to the ianda heteln described, and ngeess thet the lesvee shnll havethe dght ae any tine to redaem for leasar, by payment
any moelgages, iaxcs or alher liens on Ihe abave deacribed fandy, in the cvent of defavlt of peyment by lessor, and be aubrogsted to the rights afth_e holder tl'm:uf. and the bnder
#iened leasora, for themselves znd their heirs, succcasora and ansigna, heseby dugeender and releaan all sight of dower and homentead in the premises deweribed hereln, in 4o far
s fatd ight of dower nnd homestead moy in any way offect the porpoaes far which this lecae i made, 24 reited heeein,

Lesnce, ot ita aption, a hereby glvan the right nnd powes to pool or combine the acresgs covered by thia lrago or any poriion thereol with ather land;'Lezae or leanes in the
immedinsts vicinily thereaf, when In lcarcc's judgment 8 i# hecsatnry or sdvlcsbly 45 do a0 in crder to propesly davalop and operale said teaze premises so as lo promole the
canservation of oil, gax or other minerals in and urder and that may be praduced fzom eaid premises, such pooling Lo be of tracis cantipuous 4 one another And 10 ba ints a unit
ar unila not exceeding 40 retes ench 3n the event of an alk well, ot Into s unit or unlis not exceeding 640 acres tach in the aveni of & gas well, Lewsee sholl cxszute in waiting and
1ecord in he cenveyonee racards of dhe county B whizh ihe land heseln leased In situnted sn inwtrument identifving and d:n:n_hh_ﬂ\g ihe pooled ncreage. The entlre wereage o
poaled into A bract or wnit shall be trented, fur all perpotes excepi the payment of coyeltics o praductlon from the posled unil, as if it were included s this Jease. 1 production Is
feund on tha posled acrenge, it shall be treated aa if produeilion s had frem thixz lease, whether the will or wallx be Jocnted on the premiscs covered by this icase or nct, In Heu of the
rayalties elarwhere hezein specified, Jator ahail rettive on producition frem a unit so pooled anly such postion of the royalty slipuiated herein e the smount of his acreage
placed Jn e unit oz hls rovally intereat thezein on o acceoge basie benta {a the tate] aczezye 40 poaled in the particslar unlt Involved,

See ADDENDUM attached herato and made a part hereof,

IN WITHESS WHEREOF. tie undeulnn:ﬂylc 1hin fnatrumenl s of the day aad year Grit 7\15 tezn, .
o g YA

/7
=
Lorend M. Kellogg, Trustee WaterE, Kellogg, Trustee 7 I
Lorena M. Kellogg Living Trust dated 4-15-05 Lorena M. Kellogg Living Trust dated 4-15-05
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— ACKNOWLEDGMENT FOR INDIVIDEAL (KsOkCoNet
COUNTY OF Eus 3 SR
The foregoing instrument was acknowledged before me this day of {\AA# 2011
Iy Lorena M. Kellogg and Wilmer E. Kellogg. Trustees and of the Lorena M. Keliopg
Living Trust dated 4-15-05 —
g TR i i e T TITT ST TR G /
3 /
My commission exphres : y L ccaiutar LTSN { ] /Z\—— o f){mﬂg}“\
A ’&Tge"’;}s KL‘:J?‘-;;? Notary Pihlic
'm%h“ oy Ao Bxp. &t 2630 13
STATE OF gl
AGCKNGWLEDGMENT FOR INDIVIDUAL (KsOkColNe}
COUNTY OF
The foregoing instrument was acknowledged before me this day of
Iy . and
My commission expires
Notary Public
STATE OF
ACKNOWLEDGMENT FOR INDIVIDUAL (KsOkCoNe)
COUNTY OF
The foregoing instrument was acknowledged before me this day of .
hy and .
My rommissien expires
Notary Puhlic
STATE OF ACKNOWLEDGMENT FOR INDIVIDHJAL (KsOkCoNe}
oNe
COUNTY OF ©
The {oregoing instrument was acknowledged before me this day of
hy und
My commiuston expires
Notary Public
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STATE OF ACKMOWLEDGMENT FOR CORPGRATION (KsOkCoNe}
COUNTY OF
The foregoing instrument was acknowledjred befove me this day of
by
of 8

coyporation, on behalf of the corporation.

My commission expires -
4 Notary Public



ADDENDUM to Oil and Gas Lease, dated April 26th, 2011 by and between:

L.orena M. Keltogg and Wilmer E. Kellogg, Trustees of the Lorena M. Kellogg Living
Trust dated 4-15-05
hereinafter referred to as Lessor and

PALOMINO PETROLEUM, INC.
hereinafter referred to as l.essee;

This Addendum is a part of that certain Gil and Gas Lease identified above by date and parties,
covering the Ef2; Ef2 SWi4; SEI4 NW/4 Section 3 Township 16 South, Range 27 West, LANE
COUNTY, KANSAS, and containing 460 acres, more or less. The following provisions are part of
the above-described oil and gas lease, and if there is any conflict between these provisions and
the provisions of the form Oil and Gas Lease then the following provisions shall apply, take
precedence and control:

1. Lessee agrees to maintain all well sites or other area used by jts operations reasonably
free of weeds and in doing so shall not use salt or any chemical which will damage or
reduce the land’s fertility.

2. At the expiration of the primary term of the lease the Lessee shall release and record
the same of record all zones and horizons below the deepest depth drilied on any well
drilled on the leased premise or premises unitized therewith.

3. lessee shall be liable for and agrees to pay for all damages to the land, livestock, crops
{including grass) and improvements on said land caused by Lessee’s operations and in
the absence of greater damages belng shown to exist agrees to pay minimum of 51,500
faor a dry hole or $2,000 for a producing well on dryland farm land and grassiand for
ordinary location damages as to each well drilled on said land and a minimum of $15 per
rod on dryland farmland and grass for any pipeline right of way plus damages, if any,
whether connecting to the well on the premises or not.

4. In case of actual production royalty payments or shut-in, royalty payments shall nevar
be less than the equivalent of $5.00 per acre per year in any one year on the net mineral
acres owned by Lessor and covered by this lease. Any deficiency shall be promptly paid
upon Lessor's request for payment,

5. |f Lessee conducts any of its operations upon land on which there exists native grass or
CRP grass, it will re-seed the grass as soon as possible after completion of its operation
which damages or destroys the grass until a stand sufficient to cover the damaged area
is obtained. Al pits and areas containing equipment or chemicals, production facilities
or equipment installed upon the land will be fenced and enclosed so as to prevent
livestock from being able to reach the facilities, pits or equipment and if a break of any
fence is made, Lessee will install and maintain cattle guard at the point of each such
break.
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6. Inthe event a well or wells producing oil and/or gas shouid be hrought in on land
adjacent to the leased premises, Lessee agrees to commence the drilling of such offset
well or wells as a reasonable prudent operation would under the same or similar
circumstances. If oil and /or gas is discoverad on the land covered by this lease, or on
lands pooled therewith, Lessee agrees to further develop said land covered by this lease
as a reasonable prudent operation would under the same or similar circumstances.

7. Notwithstanding any provision of this lease to the contrary, this is a paid-up lease and all
delay rentais necessary to extend this lease to the end of its primary term have been paid
and accepted in advance.

8. This lease and all its terms, conditions and stipulations shall extend to and be binding on
all the heirs, grantees, administrators, executors or assigns of Lessor and Lessee.

By &/"ZM"‘ (Q@%A/

Wilmer E. Kellogg, Trustee



