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section 10-16s-27w — Now continue approx. 0.25 miles East on 290 Rd. to
ingress stake SE into — Now go approx. 0.5 miles SE on existing lease road to
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Final ingress must be verified with landowner or operator.

Tiiis drawing does not constitute a smomumented survey or a land survey plat.

gas line
water line
transmission powerline

3 phase powerline

single phase powerline

This drawing is for construction purposes only.
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Rearder No. 7005 Broueacay PO tlon 133
63U  (Rev. 1993 09115 TaLars
OlL AND GAS LEASE s o Vol
\ 19th June 2007
AGREEMENT, Made ond entesed 1nto the day of .

Gerald B. Fay and Ann E. Hineman Fay, his wife

by und between

220 South Delawvare Dighton, Kansas €783% hereinatier called Lessor twhether ane or mored,
Palomino Petroleum Inc.

whoae mailing nddreax is

and

L hereinalter valler Fobaee

Lewsor, tn d of One and More Dollars (§ OI'IE ( l '00) Jin hand paid, iceeipt of which

1s hete acknawledged and of the reyalies hatein provided and of the agreemenis of the lessee herewn contuned, hetehy grant, beases and lets exclusively unto icasee for the purpose
of invesugating, exploring by geophysical and olher medns, prespecting drilling, mining ind eperating for and producing oil, liquid hydrocarbons, atl gares, and diar respective
consthuent producs, injecting gas, water, other fluids, and air in1o subswiface siraw, laying pipe lines, stonng oil, building tanks, poter stations, tefephone hnes, and other structures
and things tiercon 1o praduce, save, take carz of, freal, manufasiure, process, slom and transpon said od, lqusd hydrocarbans, gases and theis jespectve canatituent products ind other
products manufactured therefrom, and housing and ethers e caing for its employees, the following described land, together with any reversionary rights and after-acquired interest.

therein sinzated in Gounty of Lane Sute of Kansas desenhied az follaws Lot

Township 16 Scuth, Range 27 West

Section 10: /2, E/2SE/4
Section 11: 3W/4

560

In Sectrnrty oo o, Fownahip Range #nd conlaning acres, mare of lead, and all
nceretions thereto

Subject to the provisians hetein contained, this leane ahall remain in force far a term of Eh_r?e_(g’l'cuu from thia dntr (walled “primary term”} and an long threeafler
an vil. liguid hydrecazbone, gan or vther reapective conatituent products, or any of them, 19 produced from smid lund or land with which said fand ia pooled

In conusdersiion of the premiges the vaid lesses covenunls und ageeed

1st.  Ta deliver to the credit of fessar, free of cost, in the pipe hine to which lexaee miy connect wells an anid tand, the equal one-eighth (%) part ol afl oif produced and suved
from the leaned premises.

2nd  To pay leasor for gas of whataaever nature or kind praduced and seld, or uaed off the premises, ar used 1 the manufncture of any products thereltom, one-eighth (),
b lh; marke? price ot the well, thut, as to gan sold By leaaee. in no evant more than eneeighth ('3 of the proceeds received by leasee (rom nuch snlen), for the gan wld, used aff Lhe
premises, or in the mancfacture of products therefrom, veid payments 1o be made monthly. Where gae from o well producing gan only in not sald of uned, lepaer mny pay or tendez
as roynity Onc Doeflar (5100} per year per net meneral acre retminol hereunder, and if such payment ur tender is made it will be conaidered that gaw i being produced within the
meaning of the preceding parsgraph,

Th:a lense muy be mantamed during the primary lerm hereof without further psyment or dnllm;: operztions, {f she Iesare shall commence to dall a well within the ern
of thin lease or oy extenmon thezeof, the leases shall bave the nght to dall aveh well pl I and dispatch, and if 5if or goes, or vither of thetn, be
funnd tn paying quantitien, this iease shali continue aad he in force with ke effect ne if auch weli had hem comulcn-d within the lerm of year firsl mentioned.

If auid lesnor vwna a lean intereal in the above deacnibed land then the entive and undivided fee simple estate theren, then the royslues hervin provided for shall he paid
the wiid Iersor oniy 1n Lhe proporuen which leasor's snteres: beurs to the whole and undivided fex

iaenpee shall have the nght to use, free of coat, goa, ol and water preduced on asid land for lessee's aperation thereon, except water from the wella of leasor
When requested by lespor, lesace shali bury bewace’s pipe hinea below piow depth

Nu well ahall be dnlled nearer thoa 200 feot to the howsse ur harn now o5 said premimes without wnitlen consent of leasss

Lesaee shall poy for damages cauped by leesee’s opernliona (o growing czopa an waid fand

leznce shall have the rght at any time to remove all machinery and fixturea placed on anid premisea. inciuding the niht o draw und remove camng

I !he satote of either party herete i3 aemigned, and the prn'llekr of sssgning in whale or in part is expreasly allowed, the covenants hereof shoil extend i their heirs,
n or sasigne, but no change in the awnership of the land or unnmnmrm of reneala or mynlma shell he binding on the irgsee unhit after the
jesaee hn. been (umuhu:d willi o wiitten transler or azsignment or & Lrue copy thereaf, In enne lesses nzsigne this leane, in whole or in pert, leasee shall br rolieved of ofi chiligetions
with reapect to the asaigned portion or portionn arising subrequent to the <nte of pampnment.

Lezace may at any time execute and deliver to lessar or pluce of recurd a refense or relennea covering uny portion or portiona of the above desctibied premtacs and thereby
surrender this leaar aa to asch portion or portionn ang be relieved of all obligntions as to the nerenge surrendered

Al capreas or implied covenanir of thia lenae ahal? be subject 1 all Federal and State Laws, Executive Orders, Rules or Regolakens, and this lepee #Rall not e termimsuted,
n wl;o}e ar in part, ner leasse held liable in damagee, for failure to comply therewith, if compliance io prevensed dy. ot if such feilure ix the resull of, any auch Law, Order, Rule ar
Regulation

Lesaor herehy warzanta and agrees to defend the titie to Lhe lnnde herein described, and sgreen thas the Ienses shail have the right al any tne do redeers for leenor, by payment
any mortgeges, axes of ather liens on the sheve described lands, in the avent of default of payment by leasor, and be subrogsted to the righla of the holder thercof. end the under-
zigned lrsaorn, (or themaclves and their heira, sucoepaors und assigna, hereby nurvendes and releans all righe of dower nnd homentend in the premises deacribed hersin. in so far
08 naid right of dawer and bomestead may 1n any way affect the purpones for which thin lense in made, 23 recited herein

Leasee, ot its aptien, in hereby given the right and power to pos! or combine the acrenge covered by this leare or any portion thereal with other land, leawe or learen in the
immuediate vicinity theresf, when in lesoce's judgment it is necesasry or advisable to de 2o in arder 1o properly develop and operate said lease premises ao ae o promale the
caneervation of oif, gaz or other minerals in and under and that muy be produced from said premines, auch pooling to be of tracta contigeous to one another and lo be into & ynit
or upite not axceeding 40 acres each in the svant of on oil wetl, or into & unit or units not exceeding 640 acren 2ach in the 2vent of a gas well. Lessee shall execute in writing and
recurd in the conveyance records of the county in which the land herein lenacd i situated an instrument identifying and describing the posled acreage. The entire acreage so
paaled anto a tenet or wpit shall be treated. for nll purpoeze excepy the pryment of Tayaltics on production fzrom the paoled umit, an if 31 were included in this lease. If preduction is
Tound on the pealed acrenge, it shall be trented o if produtltion in had from this lease, whether the well ar wells be located on the premises cavered by this lease or not, In licu of the
roynltica elsewhere herein specificd, leszor shall receive on preducktion from a unit =o pocled oniy much portion of the royally etipulzted herein as the amount of his pereage
placed in the unit or his royalty intereat therein on an ocreae basia henrs to the total nereage a0 ponied In the particeler unit involved.

Lesscr shall receive an additicnal one sixteenth (1/16) of eight eighths (8/8)
overriding royally interest until April &, 2011 or until that time Lessor
acquires full mineral interest in leased acreage.

Lessee agrees to restore the surface to its original contour and condition as
nearly as practicable.

IN WITNESS WHERECF, the undersigned executs this instrumunt us of the day ond year firet ¢

Tl § oy Ay & H it “]@/

Gerald BY/Fay Ann E. Hineman Fay




