KOLAR Document ID: 1418823

KANsAs CORPORATION COMMISSION S ot
OIL & GAS CONSERVATION DivISION Form must be Typed
REQUEST FOR CHANGE OF OPERATOR All blanke must be Filed

TRANSFER OF INJECTION OR SURFACE PIT PERMIT

Form KSONA-1, Certification of Compliance with the Kansas Surface Owner Notification Act,

Check Applicable Boxes: MUST be submitted with this form.

5 *x 08/21/2018

Qil Lease: No. of Oil Wells Effective Date of Transfer:

Gas Lease: No.ofGasWells = ** KS Dept of Revenue Lease No.: 101486

Gas Gathering System:

Lease Name: PDWIGHT DEFENBAUGH
Saltwater Disposal Well - Permit No.: ) ) i

. . SE SE SE_Sec._4 Twp. 34 R._14 @ E DW
SpotlLocation:___ feetfrom D N /D S Line Legal Description of Lease:

feetfrom | |E /[ W Line S/2- SE/4

o] Enhanced Recovery Project Permit No.; _ E-26114

Entire Project: @ Yes D No
4 .

L[]

County: Montgomery

Number of Injection Wells

Production Zone(s): _Wayside & Weiser

Wayside-Havana

Field Name: Injection Zone(s): Wayside
** Side Two Must Be Completed.
Surface Pit Permit No.: feet from D N/ D S Line of Section
(API No. if Drill Pit, WO or Haul)
- feetfrom D E / D W Line of Section
Type of Pit: D Emergency D Burn D Settling D Haul-Off D Workover D Drilling

33702 Andy Gupta

Past Operator’s License No. Contact Person:

(713)462-2388 106

Magnum Engineering Company

Past Operator's Name & Address: Phone:

7600 WEST TIDWELL, STE505 HOUSTON,TX 77040-5866 Date: 08/22/2018

Title: COnsultant Signature: Andy Gupta
New Operator’s License No. 34301 Contact Person: Kyler Finney

New Operator's Name & Address: Finney, Kyler dba Finney Oil Company Phone: (918)440-8878

PO BOX 87  WANN,OK 74083 Oil / Gas Purchaser: Coffeyville Resources

Date: 08/21/2018
Title: OWNer Signature: LEANN FOWLER
Acknowledgment of Transfer: The above request for transfer of injection authorization, surface pit permit # has been

noted, approved and duly recorded in the records of the Kansas Corporation Commission. This acknowledgment of transfer pertains to Kansas Corporation

Commission records only and does not convey any ownership interest in the above injection well(s) or pit permit.

aney’ Kyler dba aney Oil Company is acknowledged as is acknowledged as
the new operator and may continue to inject fluids as authorized by the new operator of the above named lease containing the surface pit
Permit No.: E-26114 . Recommended action: .~ permitted by No.:
NONE
Date: 09/05/2018 April Bohm Date:
Authorized Signature Authorized Signature

DISTRICT epr _ 08/29/2018 PRODUCTION uc _ 09/05/2018




KDOR Lease No.: 101486

Side Two

Must Be Filed For All Wells

KOLAR Document ID: 1418823

+ Loase Name:  DWIGHT DEFENBAUGH  Location: 04-34S-14E
Well No. AP No. Footage from Section Line Type of Well Well Status
(YR DRLD/PRE 67) (i.e. FSL = Feet from South Line) (Oil/Gas/INJWSW) (PROD/TA'D/Abandoned)

DWI-B  15-125-01949-00-01 504 FSLearin, 2483 FEL fevrw. EOR Al
EMMY 1  15-125-21626-00-01 508FSLpq ry  1ss9Fel rupwi  EOR Al
CATHY-2  15-125-21984-00-00 1020FSlgg /. 1780FEL g ey OIL PR
CATHY 3  15-125-22147-00-02  1025FSlpg ey, 1272FEL pe . EOR Al
RICK2  15-125-23194-00-00 690 FSLpsipnL 1520 FEL pepwe  OIL PR
CATHY 4 15-125-27094-00-00 1155FSLrg . 2MOFEL . OIL PR
A-1 15-125-29229-00-01 350 FSLpg et 1500 FEL pg e EOR Al
A-2 15-125-29550-00-00 35 FSLpgupnL 550 FEL Fepwe OIL PR
C-6 15-125-31090-00-00  1150FSLrg ey, 770 FEL g . OIL PR

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

FSLFNL FEL/FWL

A separate sheet may be attached if necessary

* When transferring a unit which consists of more than one lease please file a separate side two for each lease. If a lease covers more than one section

please indicate which section each well is located.



KOLAR Document ID: 1418823

KANsAs CORPORATION COMMISSION Form KSONA-1
OIL & GAS CONSERVATION DivISION Form Must Be Typed
rm mu Sign
CERTIFICATION OF COMPLIANCE WITH THE All bianke must be Bilod

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-1 (intenty [ ]CB-1 (Cathodic Protection Borehole Intent)  [X] T=1 (Transfer) || CP-1 (Plugging Application)

OPERATOR: License # 34301 Well Location:
Name: Finney, Kyler dba Finney Oil Company _ SE SE.SE gec. 4 Twp. 34 s R 14 [xEast] | West
Address 1: PO BOX 87 County: Montgomery
Address 2: L ease Name. DWIGHT DEFENBAUGH .~ See T1 Side Two
City: WANN state: OK Zip: 74083, If filing a Form T-1 for multiple wells on a lease, enter the legal description of
Contact Person: KYler Finney the lease below:

S/2- SE/4

918 ) 440-8878 Fax: ( )
kfinney@finneyoilco.com

Phone: (

Email Address:

Surface Owner Information:
Richard & Monica Defenbaugh

Name: When filing a Form T-1 involving multiple surface owners, attach an additional
212 Yellow Rose Trail sheet listing all of the information to the left for each surface owner. Surface

Address 1: owner information can be found in the records of the register of deeds for the

Address 2 county, and in the real estate property tax records of the county treasurer.

City: Georgetown State: 1X Zip: 78633 | 78633

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 | must provide the name and address of the surface owner by filling out the top section of this form and
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.

| hereby certify that the statements made herein are true and correct to the best of my knowledge and belief.

Date: 08/21/2018 Signature of Operator or Agent: Kyler Finney Title: Owner




Page 1 of 13






omgﬁm eIy Cou myﬁ

k3 i -

Bad £ B R’ .. b

R W T e

vr”“i L A A"
i

Ll B mummi[mmwmmmwvtw [ & e ol -l AN "
s T FomT







Page S of 13

-ﬁmmqum?‘.m o AT, 3K
S







a HARLLE LS Pm dUCm g}E LP et a} o K. )
Wayside Field Kansas
Montgomery County, Ka




Assignment and Bill of Sale

Magnum Producing, LP et al to K. F. Holdings, LLC
Wayside Field Kansas

Montgomery County, Kansas

ACKNOWLEDGEMENTS

STATE OF TEXAS S

COUNTY OF NUECES §

This instrument was acknowledged before me on the A1 A day of / UG E:H___, 2018, by

AVINASH C. AHUJA, President of Magnum O & G, Inc., said corporation acting as General Partner of
Magnum Producing, LP, a Texas limited partnership, on behalf of said limited partnership.

KATHRYN § MOLPUS A A_J/L(/ ) XJ- %ﬁ/

Notary ID # 5156332 Notary Public, Stg e of Texas

My Commission Expires
April 29, 2020

STATE OF KANSAS §

COUNTY OF MONTGOMERY §

This instrument was acknowledged before me on the jéKday of %@Vf 2 , 2018, by

KYLER FINNEY, as President of K. F. Holdings, LLC, on behalf of said Enji

LA

otary P]ic, State of Kansas

My Appt. Expires _2 !’

Page 8 0f 13
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Assignment and Bill of Sa

Magnum Producing, LP et al to K. F. Holdings, LLC
Wayside Field Kansas
Montgomery County,

SAS
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strument was acknowledged before m
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OPERATING AGREEMENT

THIS AGREEMENT is entered into by, between and among Kyler Finney
d/b/a Finney Oil Co., hereinafter designated and referred to as “Operator”, and
the other signatory parties hereto, referred to as “Non-Operators”.

WHEREAS, the parties to this Agreement are the owners of interests in Oil
and Gas Leases in the lands identified in Exhibit “A” attached hereto and make
this Agreement to provide for the ownership, development and operation of the
Oil and Gas Leases hereinafter described.

NOW, THEREFORE, it is agreed by and between the parties as follows:

ARTICLE I
Definitions

As used in this Agreement, the following words and phrases have the
meaning here ascribed to them:

“Contract Area” means all of the area contained within the lands covered by
the Oil and Gas Leases described in Exhibit “A” attached hereto, and includes all
depths and subterranean formations thereon unless limited or excluded by the
applicable Oil and Gas Lease. The Contract Area may be expanded by the
addition of Oil and Gas Leases subject to this Agreement and may be contracted
by the loss, surrender or sale of Oil and Gas Leases subject hereto.

“Consenting Party” shall mean a party who agrees to join in and pay its
proportionate share of the cost of any development operation conducted under
the provisions of this Agreement, and “Non-Consenting Party” means a party who
elects not to participate in a proposed development operation.

“Joint Account” shall mean the joint economic interest of the parties to this
Agreement, which shall encompass and include any bank accounts administered
by the Operator for the benefit of the parties hereto. Anything, benefit, or
detriment “for the joint account” means an asset, revenue or liability shared by
the parties in accordance with their respective interests in the Contract Area and
the terms of this Agreement.

“0il and Gas Leases” means the leases, licenses, farm-ins, participations or
other rights to prospect, explore, develop and produce oil and gas within the
Contract Area, but does not mean fee, or mineral fee, lands owned by the parties



except to the extent covered by a consensual oil and gas lease granted to the
parties to this Agreement. The term Oil and Gas Lease shall be deemed to include
the wells and production equipment located thereon and used in connection
therewith.

ARTICLE 1II
Exhibits

The following Exhibits are attached hereto and made a part hereof by
reference:

Exhibit “A”:  Oil and Gas Leases subject to this Agreement.

Exhibit “B”:  The interests of the parties in the Qil and Gas Leases subject
to this Agreement.

Exhibit “C”:  The addresses and contact information of the parties subject
to this Agreement.

ARTICLE 1III
Interests of the Parties

A. Initial Interests in Costs and Revenues. The initial fractional
interests of the parties in the Oil and Gas Leases subject to this Agreement are
as set forth in Exhibit “B” attached hereto. The respective parties shall bear the
indicated fraction (percentage) of the costs associated with each Oil and Gas
Lease and shall be entitled to receive the same fraction (percentage) of the
revenues associated therewith.

B. Burdens Created by a Party. If any party should create a burden
against its fractional interest in revenues from any Oil and Gas Lease in the form
of a mortgage, security interest, production payment or overriding royalty
interest, then such burden shall nevertheless remain subject and inferior to the
fractional cost sharing obligation of the party creating the burden.

ARTICLE IV
Conveyances and Title

A. Conveyances. Each party shall be obligated to convey to the other
parties entitled thereto, by good and sufficient assignment and bill of sale, their
respective interests in the Oil and Gas Leases set forth in Exhibit “A” attached
hereto, to the extent such conveyance is feasible and desirable. To the extent
such conveyance is not feasible or desirable, a party holding title shall do so, in
trust, for the benefit of the other parties.

B. Title Examination. Title examinations shall be conducted at the
joint expense of the parties as deemed necessary by Operator in connection with
Oil and Gas Lease acquisitions, pre-development, and/or for division order
purposes.




C. Loss of Title. All losses of title shall be borne jointly by the parties
in accordance with their respective interests in the title lost. Provided, however,
if the loss of title is specific to the interest of a single party due to failure in such
parties’ chain of title to the interest lost, then only that party shall bear the loss.

ARTICLE V
Operator

A. Designation and Responsibilities of Operator. Kansas Petroleum
Resources, LLC shall be the Operator of the Contract Area, and shall conduct
and direct and have full control of all operations in the Contract Area as permitted
and required by, and within the limits of, this Agreement. Operator shall conduct
all operations in a good and workmanlike manner, but it shall have no liability to
the other parties for losses sustained or liabilities incurred, except as may result
from gross negligence or willful misconduct.

B. Resignation or Removal of Operator.

1. Operator may resign at any time by giving written notice thereof to
Non-Operators. If Operator terminates its legal existence, assigns
the rights of operatorship under the terms of this Agreement
without consent of the owners of a majority of the remaining
working interests, or is no longer capable of serving as Operator,
then Operator shall be deemed to have resigned. Operator may be
removed by Non-Operator if it fails or refuses to carry out its duties
hereunder.

2, Upon resignation or removal of Operator, a successor Operator shall
be selected by the affirmative vote of the owners of a majority
interest (calculated on working interest percentage ownership). Ifa
majority vote cannot be secured for a replacement Operator, then
any party may Petition the District Court of Cowley County, Kansas,
for the appointment of a Receiver to operate the Oil and Gas Leases,
the cost of receivership to be borne by the parties as a cost of
operation.

. Emplovees. The number and identity of employees in conducting
operations, their selection, and the hours of labor and rates of compensation shall
be as determined by Operator.

D. Contractors. The identity and rates of compensation of all drilling,
service, construction and other contractors within the Contract Area shall be as
determined by Operator.

E. Operator’s Compensation and Reimbursement. Operator shall be
entitled to compensation and reimbursement as follows:

1. A general overhead and supervision allowance of $ per well
within the Contract Area to be determined. Operator shall follow
procedures outlined in ARTICLE VII PART B. New drilled wells will



be subject to new Operating Agreement for the drilling of new wells.
This fee covers accounts receivable, accounts payable and
necessary filings. Detail of accounting responsibilities as in Article
VII part B.

2. A pumping allowance equal to the cost of the third party pumper
from time to time engaged in the Contract Area.

3. Reimbursement for all out-of-pocket expense reasonably incurred
in development and operations in the Contract Area.

The rates of compensation and reimbursement shall be reviewed quarterly by the

parties and shall be subject to amendment from time to time as the parties may
agree.

F. Related Party Transactions.

1. Operator may from time to time use or apply its own tools,
machinery and equipment in the conduct of operations, or may
contract with one or more Non-Operators for the use of their tools,
machinery and equipment in the conduct of operations, and the
party furnishing tools, machinery or equipment shall be entitled to
receive compensation from the Joint Account for the use thereof at
reasonable and competitive industry rates.

2 Operator may from time to time transfer equipment from Lease to
Lease and Operator shall charge and credit the parties for the
reasonable replacement value for equipment of like kind,
character and quality. Operator may sell equipment to the Joint
Account, or may purchase equipment from Non-Operators and
charge the Joint Account, and if the equipment is new the charge
shall be at cost but if used shall be at replacement value for
equipment of like kind, character and value.

G Sale of Products. Operator, with the consent of the owners of a
majority percentage interest in the Oil and Gas Leases, may contract for the sale
of oil and/or gas produced from such Lease, and Operator shall not otherwise
dedicate, commit or contract for the sale of products except on a month to month
basis. The determination of Operator with the consent of the owners of a majority
percentage interest shall be binding upon all other interest holders. Interest
holders shall not be entitled to take their shares of production in kind.

H. Permitted Assignment of Rights of Operator. Operator is permitted
to assign the rights, subject to all of the obligations, of Operator to a business
entity under his ownership and control. Operator shall give written notice to
Non-Operators of any such assignment and upon request of any part an




Amendment to this Operating Agreement shall be executed by all parties
designating the assignee as Operator.

ARTICLE VI
Acquisition, Development and Divestment

A. Acquisition. Operator shall immediately commence, and thereafter
diligently prosecute, the work necessary to continue operations on the Leases.

B. Further Development. Should any party desire to subsequently
drill, deepen or rework a well (or should any party desire to construct, or to
substantially expand or extend other lease facilities) then the party desiring to
conduct such further development shall give the other parties written notice of
the proposed development, which notice shall specify in sufficient detail the
development to be undertaken, the location, the objective depths or outcomes,
and the estimated costs. If all parties elect to participate, then Operator shall
promptly proceed to undertake such development.

C. Development By Less Than All Parties. If less than all of the parties
elect to participate in development, then the parties electing to participate (the
“Consenting Parties”) shall be entitled to proceed at their sole risk and expense
(and in relative proportion to the interests of the parties electing to participate).
If such development activity results in production or other revenue in paying
quantities, then such well or other facilities shall be operated by Operator, and
shall be separately accounted for, the Consenting Parties to receive their
respective shares of revenue, subject to their respective shares of expense, until
the Consenting Parties have received revenue, net of expenses, equal to 200% of
the cost of the development activity. After recovery of such sum, the Non-
Consenting Parties shall be entitled to participate in accordance with their pre-
existing interests.

D. Mandatory Participation. Participation in operations with respect
to an existing well or wells, or otherwise with respect to Oil and Gas Leases, in
the nature of workover, repairs, overhauls, replacements, whether minor or
major, and whether necessitated by breakage, obsolescence, or regulatory and
safety compliance, shall be  mandatory and shall not be subject to the non-
consent provisions of paragraph VI.B., above. Likewise, participation in well
plugging, clean-up and restoration work required to be performed under the
terms of an Oil and Gas Lease, or as a regulatory compliance matter, shall be
mandatory. Participation in the drilling, deepening or rework of a well as a
“protection well” (i.e. a well necessary to protect against drainage by offsetting
wells) shall also be mandatory, unless other parties to this Agreement voluntarily
elect to proceed under paragraph VI.B.

E. Abandonment of Wells or Leases. If Operator should determine to
abandon any well or wells, or should determine to abandon any Oil and Gas Lease
in its entirety, it shall notify the other parties, and the other parties shall have
the right to elect to take the well or wells, or the entirety of the Oil and Gas Lease,
paying the Joint Account the “net salvage value” of the well, or wells, and the
related Oil and Gas Lease equipment. For this purpose, net salvage value means




the realizable value of the equipment associated with the well, wells or Leases,
less the reasonably estimated value of plugging, clean-up and restoration.

F. Time. The time permitted for any party to exercise a right or
privilege pursuant to the provisions of this Article VI shall be 30 days from receipt
of written notice of the existence of such right or privilege.

ARTICLE VII
Expenditures and Liability of the Parties

A. Liability of the Parties. The liability of the parties shall be several,
not joint or collective. A party having no interest in an Oil and Gas Lease or Other
Facility from which a liability arises, shall have no responsibility or obligation
with respect to such liability. Each party shall be responsible only for its
obligations, and shall be liable only for its proportionate share of the costs of
acquiring, developing and operating the Contract Area. Accordingly, the liens
granted among the parties in this Article VII are given only to secure the debts of
each severally. It is not the intention of the parties to create, nor shall this
Agreement be construed as creating, a mining or other partnership or
association, or render the parties liable as partners.

B, Payments and Accounting. Operator shall promptly pay and
discharge expenses incurred in the development and operation of the Contract
Area, and shall charge each of the parties hereto their respective proportionate
share of costs in accordance with Exhibit “B”. Operator shall keep accurate
record of the Joint Account hereunder, showing expenses incurred and charges
and credits made and received. Operator shall routinely invoice Non-Operators
for expenses of the Joint Account within 30 days of the end of each calendar
month. Operator, at its election, shall have the right from time to time to demand
and receive from the Non-Operators payment in advance of their respective
shares of the estimated amount of the expense to be incurred in acquisition,
development, construction or operation. Operator shall promptly and within 10
days of receipt of revenues or other monies to which the parties are entitled, remit
to Non-Operators their respective shares of such revenues or other monies.
Operator shall invoice Non-Operators for operating and development expenses
and other charges due from Non-Operators, and Non-Operators shall remit to
Operator within 10 days of receipt of invoice. Operator shall be entitled to offset
any revenues or other monies due a Non-Operator if such Non-Operator has not
timely remitted upon Operator’s invoices. Sums not paid when due from either
party shall bear interest at 10% per annum.

4 Limitation on Expenditures. Operator shall not incur any liability
for any simple project in excess of $10,000 without the prior consent of the other
parties. The limitation shall not apply to unanticipated repairs, damages or
regulatory liability unavoidably incurred.

D. Rentals, Etc. Operator shall remit rentals, shut-in well payments,
royalties and minimum royalties as the same become due, the cost thereof to be
borne by the Joint Account.




E. Taxes. Operator shall timely prepare and file all tax renditions and
severance reports, and all such taxes shall be borne by the Joint Account.

F. Insurance. Operator shall comply with the worker’s compensation
laws of the States in which the Contract Area is located, premiums therefore to
be borne by the Joint Account. Operator shall also maintain in force general
commercial liability insurance insuring operations in the Contract Area, and
naming Non-Operators as additional insureds, with minimum coverage of
$1,000,000 per occurrence, $2,000,000 aggregate. The cost of such liability
insurance shall be borne by the Joint Account.

G. Security Interests and Liens. Each Non-Operator grants to
Operator a security interest and lien upon Non-Operator’s interest in the Oil and
Gas Leases, the oil and gas produced therefrom and all equipment associated
therewith, whether now owned or hereafter acquired, the proceeds therefrom and
products thereof, to secure Non-Operator’s share of costs in the Contract Area.
Operator may require Non-Operators to contribute a prorata share of a defaulting
Non-Operator’s costs, in which event the contributing Non-Operators shall be
subrogated ratably to Operator’s security interest and lien against the interest of
the defaulting Non-Operator. If a party fails to cure a payment default within 30
days of the date due, the holders of the security interest and lien shall be entitled
to foreclose against the interest in the manner provided by the Uniform
Commercial Code.

ARTICLE VIII
Maintenance and Transfer of Interests

A. Renewal or Extension of Leases. If any party secures a renewal or
extension of any Oil and Gas Lease within the Contract Area, all other parties
shall be notified promptly and shall have the right to elect to participate by
tendering their share of acquisition cost for the renewal or extended term.

B. Preferential Right to Purchase. If any party should receive a bona
fide offer to purchase such party’s interest, or a portion thereof, in the Contract
Area, the remaining parties shall have the right of first refusal to purchase upon
the same terms as offered by the third party, such right being exercisable by the
remaining parties in proportion to their respective interests. In the event there
is more than one party entitled to exercise the preferential right of purchase
under this paragraph, and if any of them elects not to exercise the right of
purchase (or elects to purchase less than their proportionate interest), then the
remaining party or parties entitled to exercise the preferential right of purchase
shall be entitled to purchase, in proportion to their respective interests, the
interest to which the party electing not to exercise the right (or the portion of such
proportionate interest which it does not elect to purchase), until the entire
interest of the selling party is taken by purchase. If the parties entitled to exercise
the preferential right of purchase fail to exercise the right of purchase as to the
entire interest of the selling party, then the right of first refusal shall not be
deemed effectively exercised as to any of the selling party’s interest. If the
interests of the parties entitled to exercise the right of purchase are Non-Uniform,
then the preferential right shall be exercisable proportionately Lease by Lease




and Facility by Facility in accordance with the parties’ interests therein,
respectively. The right of first refusal shall not apply to transfers between related
persons or entities for business or estate planning purposes.

C. Conflict Resolution. In the event of conflict between the parties,
they shall negotiate for compromise and settlement on fair and reasonable
commercial terms. If compromise and settlement cannot be negotiated, then the
parties shall negotiate for division of the Oil and Gas Leases among them in-kind,
and/or for a voluntary buy/sell arrangement between them. If division in-kind
or a voluntary buy/sell cannot be negotiated, then either party may resort to
judicial partition.

ARTICLE IX
Internal Revenue Code Election

This Agreement is not intended to create, and shall not be construed to
create, a relationship of partnership or an association for profit between or among
the parties hereto. Notwithstanding any provision herein that the rights and
liabilities hereunder are several and not joint or collective, or that this Agreement
and operations hereunder shall not constitute a partnership, if, for federal income
tax purposes, this Agreement and the operations hereunder are regarded as a
partnership, each party hereby affected elects to be excluded from the application
of all of the provisions of Subchapter “K”, Chapter 1, Subtitle “A”, of the Internal
Revenue Code, as permitted and authorized by Section 761 of the Code and the
regulations promulgated thereunder. Operator is authorized and directed to
execute on behalf of each party hereby affected such evidence of this election as
may be required by the Secretary of the Treasury of the United States or the
Internal Revenue Service. Should there be any requirement that each party
hereby affected give further evidence of this election, each such party shall
execute such documents and furnish such other evidence as may be required by
the Internal Revenue Service or as may be necessary to evidence this election.
No such party shall give any notices or take any other action inconsistent with
the election made hereby. If any present or future income tax laws of the state
or states in which the Contract Area is located or any future income tax laws of
the United States contain provisions similar to those in Subchapter “K”, Chapter
1, Subtitle “A”, of the Internal Revenue Code, under which an election similar to
that provided by Section 761 of the Code is permitted, each party hereby affected
shall make such election as may be permitted or required by such laws. In
making the foregoing election, each such party states that the income derived by
such party from operations hereunder can be adequately determined without the
computation of partnership taxable income.

ARTICLE X
Claims and Lawsuits

Operator may settle any single uninsured third party damage claim or suit
arising from operations hereunder if the expenditure does not exceed Five
Thousand Dollars ($5,000.00) and if the payment is in complete settlement of
such claim or suit. If the amount required for settlement exceeds the above
amount, the parties hereto shall assume and take over the further handling of



the claim or suit, unless such authority is delegated to Operator. All costs and
expenses of handling, settling, or otherwise discharging such claim or suit shall
be at the joint expense of the parties participating in the operation from which
the claim or suit arises. If a claim is made against any party or if any party is
sued on account of any matter arising from operations hereunder over which
such individual has no control because of the rights given Operator by this
Agreement, such party shall immediately notify all other parties, and the claim
or suit shall be treated as any other claim or suit involving operations hereunder.

ARTICLE XI
Force Majeure

If any party is rendered unable, wholly or in part, by force majeure to carry
out its obligations under this agreement, other than the obligation to make money
payments, that party shall give to all other parties prompt written notice of the
force majeure with reasonably full particulars concerning it; thereupon, the
obligations of the party giving the notice, so far as they are affected by the force
majeure, shall be suspended during, but no longer than, the continuance of the
force majeure. The affected party shall use all reasonable diligence to remove the
force majeure situation as quickly as practicable.

The requirement that any force majeure shall be remedied with all
reasonable dispatch shall not require the settlement of strikes, lockouts, or other
labor difficulty by the party involved, contrary to its wishes; how all such
difficulties shall be handled shall be entirely within the discretion of the party
concerned.

The term “force majeure”, as here employed, shall mean an act of God,
strike, lockout, or other industrial disturbance, act of the public enemy, war,
blockade, public riot, lightning, fire, storm, flood, explosion, governmental action,
governmental delay, restraint or inaction, unavailability of equipment, and any
other cause, whether of the kind specifically enumerated above or otherwise,
which is not reasonably within the control of the party claiming suspension.

ARTICLE XII
Notices

All notices authorized or required between the parties and required by any
of the provisions of this Agreement, unless otherwise specifically provided, shall
be given in writing by mail or telegram, postage or charges prepaid, or by telex or
telecopier and addressed to the parties to whom the notice is given at the
addresses listed on Exhibit “C”. The originating notice given under any provision
hereof shall be deemed given only when received by the party to whom such
notice is directed, and the time for such party to give any notice in response
thereto shall run from the date the originating notice is received. The second or
any responsive notice shall be deemed given when deposited in the mail or with
the telegraph company, with postage or charges prepaid, or sent by telex or
telecopier. Each party shall have the right to change its address at any time, and
from time to time, by giving written notice thereof to all other parties.



ARTICLE XIII
Term of Agreement

This Agreement shall remain in full force and effect so long as any Oil and
Gas Leases subject to this Agreement remain or are continued in force as to any
part of the Contract Area, unless sooner terminated by the Agreement of the
parties or sale of all of the interests of the parties to this Agreement.

ARTICLE XIV
Miscellaneous

A. Laws, Regulations and Orders. This Agreement shall be subject to
the laws of the United States, the states in which the Contract Area is located,
and all valid rules, regulations and orders of administrative authorities with
jurisdiction.

B. Execution. Execution of this Agreement in multiple identical
counterparts shall be as effective as if a single document is executed by all
parties. Failure or refusal of any named party to execute this Agreement shall
not invalidate this Agreement, and this Agreement shall remain effective as to the
parties’ signatory hereto.

C. Amendment. This Agreement may be amended only by written
instrument signed by the parties hereto.

D. Governing Law. This Agreement and all matters pertaining hereto,
shall be governed by the laws of the states in which the Contract Area is located.

E. Binding Effect. This Agreement shall be binding upon, and shall
inure to the benefit of, the parties hereto and their successors and assigns.

IN WITNESS WHEREOF this Agreement is executed by the parties.

OPERATOR

NON-OPERATORS

K. F. Holdings, LLC

Kyler Finfley, President




Kyler Finney d/b/a Finney Oil Co.

OPERATING AGREEMENT

EXHIBIT “A”
List of Leases
A.D. Berry Lease
Hazlett-Berry Lease
Horton Lease
James Lease
C.J. Defenbaugh Lease

Dwight Defenbaugh Lease



Kyler Finney d/b/a Finney Oil Co.

OPERATING AGREEMENT

EXHIBIT “B”

The Interests of the Parties

Working
Interest
NON-OPERATORS
K. F. Holdings, LLC 100%




Kyler Finney d/b/a Finney Oil

OPERATING AGREEMENT

EXHIBIT “C”

Addresses of the Parties for Notice Purposes

Operator: Kyler Finney d/b/a Finney Oil Co.
2312 CR 3200
Independence, KS 67301
Phone:918-440-8878

Non-Operators: K. F. Holdings, LLC
2312 CR 3200
Independence, KS 67301
Phone:918-440-8878
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