L.EASE NO: V(4886 G000 Application Not

OIL AND CGAS LEASE
(Dicovery Form)

THIS AGREEMENT., dated Junc 01, 199G, between Uy state of New Meven, scting by and Gvough its commissioner of public lands, hervinafler called the
“lessoc™, and

CHESAPEAKE OPERATING, INC.
P. O. BOX 18496
OKLAHOMA CITY, 0K 731540496 ﬁfecord & Return To:
Chesapeake ODEratmg inc.
F.O. Box 18496
WITNESSETH: Cklahoma City, OK 73154

hereinafler called e “lemee™,

WHEREAS, the lessee has filed in the office of the commimsioner of public lands s appiicalion for an oil and gas ease tovering the landy hertinsfler
deseribed and has lemdered therowith the required first paymenl, and

WHEREAS, all of the requirementa of taw relstive io the applization end tender have been duly complied with,

THEREFORE, in consideration of the premises 2s well x5 the sum of TW O HUNDRED T\’\ O THOUSAND and 00/100 dollars

{(5202,(.00), the seme boing the amount of the lemder sbove mentoned, 1nd the further sum of $30 00 filing fec, and of thw covenarts wnd spreemenu
hereinaflr contxined, the lessor doo boreby grant, demise, tease and let unto Ue i kessee, exclusively, for the swole end only pumosc of cxploculion,
development and production of oil or gas (including carhon dioxide ard halium) or both tereon and therefrom with the Aght to own all oil and gay so produced
and saved therefrom and not reserved s royelty by the lossor undear the tomms of this fease. logether with Aghts-of-way, casements and servitudas for pipelines,
telephone linex, tanks, power bouses, starions. gasolire plents and fixtures for producing treating and caring for yuch products, and housing and boarding
employess, and ey and all rights and privilegs necenary, incident 1o o convenent fox Uy soonomice! operation of said land, fof oil and gas, with mght for such
purposes lo the frec usc of oil, gas, casing-heed pay or waler from said lands, bul not from fezsors waier wells, ond with the Hghts of removing cither during of
afier the lerm hereof, all and any improverrents placed of crevtad on the promses by he lomsce, including the right o pull all esaing, subject, howwever, fo the

covenants and eonditions hereinsfier sct oul, the following deseribed land mitueied in the couniyXiar) of Lea, stale of New Mexico, 1nd more prrticulafy
descnibed 2s lolioves:

Suhdivisioas Section Twp  Rpe Acres  Institution
LOT(S) 11(40.00), 12(36.71), 13(36.65), L4({0°(H1), 6 165 34E 23136 MH
E2SW4

Ssid lands having been swarded o lasee and dxipnated sx Trot No VO-O 0011 ot public sale held by the commissioner of public lands on
May 21,1996,

To heve xrd Lo hold said bind, aod &lf the righls 1nd pasileges granted hereunder, 1o and unto the lrssee for 2 primery lerm of five yeary [rom the date
fsercol, 2nd a1 long thareafler w1 oil and g, or erther of thamy s produced in peying uaniries from szid land by laasee, suhject o ell of the termu rnd cov\dmcx\s
s hereinafler st forth

In consideralion of U premiscx the partics convenant ind e e foflows:

. Subject to the free tise withoul royalty, s horeinbefoce provided, the lessex dhall pry the leomoc x5 royehy oosixth part of the ol pooduced and
saved from thc lessed premises of the cash vaiue thareol] &l the opvion of Ik fasor, such viluc 1o be the price proveiling the dey oil is. rua into & pipeline, if the oil
b run 60 £ pipeline of into slorxge tankis, i the off ir soced.

2. Subyet Lo the (ree use without royalty, 28 hercinbefore provided, ef the opGen of the oo 1t any Lime and from tune 16 lime, Lhe lexser thall pay
the lessor 1 royahy ocesixth part of the gas produced end weved from the fersed promiser, Ixciuding aasing-head gay. Unlet stid ogrion is exercized by lasor,
the Jessee shall pay the femsor ms rovelty onetixth of the cxeh vilue of 8w gar including casing-hesd gas, produoed end weved from the lested promises and
maskicted o ulilized, smuch value o be oqusl o the nad proceeds denved from the szle of such gas in the ficld; providsd, howewer, the cash value fox royehty
purpascs of carbon Haxide gat und of hydrockrbon gat delivered o 2 gasoline plant for axtraction of fiquid hydrocarbons shall be equal lo the nat procerds
Serived from U\cu.k of mich gax, inchuding any fiquid frydrocarbors recovered therefrom
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Notwithstanding the [orcgotng prv\fu}on-k the lemsar may require the pexmeent of roveity for &)l o &ny part of the gas produced and szved under this lease and
markeled of vidzed sl 8 prooe par m e L equal (o the maximum price bang pard {or gre of like kind and yuality end under like conditions in the 1amc fiedd or ara
of tay reduce the rovalty value of xry ruch gaa (Lo kny amoum 0ot Jos thun U peiprocreds of rake tereol, in U field) if the commisiones of public furds shalf
determine puch tion 1o be necoarary to the rucoeseful operaiion of the funds for of o gar purposs of Lo encouragemant of the greatest ultirmsle recovery of oil or
pas o (o the promation of corscrvalion of oif or gas or in Uhe pablic raerast
N n

Thiz lexse shall nat cxpare at the end of the primsry term harzof if there 1 N w:H'c-‘;.Lbi?‘?xpr‘»Zcmg grs in paving guantitics focaled upon some part of the fauds
embruced hawin, of upon lxnoe pooled o communitiaed harwith, where such well iz shut-in due to the inakality of U lessee 1o oblain a pipeline connevtion or 1o
market the gra therefrom wnd if the fosee timely payr an tonusi royalty o of before O annml rental paying dale next ensuing afler the expirsdion of ninety daya
from the datz 1aid well wea thut-in and on o before taid rentad date thereafler, The paymenl of 1238 annusl royally rhall be considered for all purposes the 1ame
xs if gax were being prodused in peying quantities bad upa the commencerent of rm.ric(mg af gs (rom 12id well o wells the royalty pxid for the Jcase year in
which the B # firt markated vhall be orodited upoa the royaity payable heveunder 1o the lessor for rush year, The proviriom of this saxtion shall atio wpply
where gas is beog rurk cled {rom said leaschold premisas and theougn ne fault of the iaxset, the pipcline tonnmtion of market it Joat of ceases, in which case this
“leaze shall not expire s0 long a1 sd ennual rovally b peid a heroin providedd. The umount of any wraual rovally payshie under this secticm shall cqual rwice the
snnual rental due be the laser under the torma of this faase but not less thun three hundeed twenty dollar (5320) per well per vear, provided, however, that any
such anmusd royalty for ay year beginaing on o afler ten years fromn U date hereof shall el fowr time the annual rentad duc by the exsee under the terms of
this lcase but pot bou than tao thourand dollers (52,000) per well por year, provided furthar thal o wewal royally shall be pavable sndar this section if
equivalent amounts are troely paid pursurnt 1o another lease isuad by lasor and 1l such odwer lease includes Tands comumunitized with lands granted hercunder
for the purpoac of prorationally sharing in the thutsin well Notwrthmanding the provaions of this soction 1o Uk contrary, this jeasc vhall pot be continued afier
five years from the daie hereod for sny enied of mose than Lo yzun by e peyment of waid annual royslty unler, for good cause shown, U commissioner af
pubiic lands, in hu ducraion, grenta suth & continuence

3. Lessec rgrees to make fufl setilernent on Ux twonicth day of cach month for al! royahies due 1o Lhe fessor fur the preceding month, under this lease,
1nd lo pestnit the dessor o s agente, a8 wll reasonable hoors 1o ¢xamine jesxec’s hooks relating lo Lhe production and disposition of o and gas produced. [ essee
further rgroes Lo msbmit 1o lamor annually upoen forms fumished by laenr, venficd 1opocts showing fessee’s operations for the preceding vear,

4. An xnnual rotad al the rate of S T.0HY ner sore shail become due and proable 1a the icssor by the lessee upon each acre of the land above desiribed
and then cleimad by such lamee, and the same shall be duc ond pryshiz in sdvance te Ux ioasar on successive anniversary dates of this Jease, but the anmual rental
oa wny exsignimar® shall n po cverit be Joas than fonty dotlan (540 OC)

In the evenl Ui femec whall cleet 1o surtender any o all of 12 warzage, he shall deirver 10 e lescoc 1 duls executed release therenl and in cvent said leane has
been recorded then he shaldl upen request furmish and deliver to e fossor 1 cortidied copr of & duly revorded release,

5. The faaser mey st any time by paving 1o the basor 2]l amount Ysen doc 2s provided horoin end the further sum of forty dotlars {540.00), surender
and cancel this Jease imoln u the same covers all of amy partion of the hands beroin keased and be relieved rom further obligations o liability hereunder, in the
manncr 13 harainbefore provided.  Prowvided, this surrender clause and the opion horen raserved 1o the lasee shall ccare and become absolutely inopaative
immediately and concumrerdly with the intitubon of any suil in amy court of faw pe cqunly by the boswor, losof of any assignee, 10 enforee this Jesse, o any of ils
torre exgwoed of mmplbed.

6. All pavmerss due beseunder shall be made on o befocr the day such payinent is due, af the office of the commissioner of public lands in Sant Fe,
Nrw Mexioo,

7. The lesser wath the consent of the Jexeor shall have the rights fo wxsign this leate in whole of in part. Provided, however, than no ssigrument of an
undivided interest in the dexse o in any part thereol o any assiprmerd of loss than 3 legal subdivision shall be recognized or approved by the lessor. Upon
xpproval in wiitiag by the kessor of an zxsignment, the assignor shall stand relicved from all obligations 1o the lessor with respect to the lands emibeaced in the
assignment and the lomaor thall likewise be relieved from alf obligatinas o the wssignor s 10 such tacts, and the assipnee shall succeed to all of the righis and

poivileges of the asngnor with reepect lo such racts and shall be heid 1o have assumed ail of the duties and obligations of the assipnor 1o the tessar as to such
racts.

£ Inthe everd & well or wells producing ol o0 pas in paaing quantities shewld be brought in on adjacent land which is draining the leased promises,
Jesxee shall drifl such offset well of wells as & reasonably prudent operaior would dnll under the samce o similar circumstances, provided that no such offset well
chafl be reguired if compereaion: royaltics are pad pursuant (o kn agreoment betwees e dossor and the fossee,

9. The lesser 1grees o nohify the leszar of the location of cach well hefare commenting dnlling thereon, 1o keep & complede and sccurste log of each
well dnlled snd to furnish ¢ copy thereaf, verified hy some perton having sctual knewicdge of the facts 1o the lessar upon the completion of xny well, and to
fumish the log ol 2ny unfmished well &l 1nv time when requestied to da so by the jossor '

If any lands embraced in this leace shall be inciuded 1n any decd or contract of purchase sutstanding and subsisting issued pucsuant to any
sale made of the surface of much lands prius Lo the date of this lae, it s agreed and understood that no dnlfing operation shall he commenced oa any such lands <o
sold unless &nd until the lassec shall have filed @ opood and sufficiont ond wath the lesear as requited by law, {0 secure the payment for such damage to the
Hivestock, range, waiar, crors or tangible impiovernents on such lands &x may te suffared by the purchaser holding such deed or contract of purchase, oc his
successors, by reason of the destlopmaents, uss and ocouration of such lands by such lessee. Provided, bamever, that no such bond shall he required if such
purcheser shall waive the Apht o require such bond 1o be piven i the mannicr pronded by law,
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10 10 drilling wells al] waier beanng strta shal’ be noted in the log and the 15300 reserves the nght to require that sll of sny pant of the casing shall
fe lef in any noaproductv weil when lessor devma it 1o the inlerest of the benelicraries of the tands granted hereunder to mantain said woll o iy for weler,
Fu~ such casing o lefl in walls the fexsor shali pay to the lesser the reasonable vaiue thereof.

] Leseee shall be fiable and agree to pay of all damapss to the range, livesiocis, growing craps of improvernents caused by lessed’s opetations on <aid
lznids, When requenied by the lessor the desser shall bury pipiines below plow depth.

12. The lessee shall not remove any machinery oc ficures placed oa said peeviesss, noc drw the casing from any well unless and until alf paynwxents

ard uhligations due the lessor under the terms af his sgreement shall have been paid or satistied, The lesee's Aght to remove the casing ts subject to the
provisioa of Peragraph 10 shove,

1), Upon failure or defauht of the lomsee 10 comply with any of Uik provisionr or covenants hereoll the lassor 15 hereby authorized to cancel this lease
2 such cancellation ghall cxtend to and include all Aghts hereunder as Lo the whole of the tract so claimed, o paesessed by the exsee, but shall not extend to, nor
afTect the rights of amy other lessce o awignee clauming xny poction of the lands upon which no deflzalt has been made; provided, however, that before any such
cancellation shall be made, the fewsor shall mail o the lemec 30 defeutting, by registered o certilicd mail, addrexsed 1o the post-office eddress of such lexsee s
shown by the records ol the state iurd offiee, & notice of intention of canccliation mecifiing the defeult for which cancellttion it W be made, snd ([ within thirty
days from the dute of masling said notice the 3214 lessee shall remedy the default speciiied in il notice, cameelfation shall nol be mads,

14, 1f this lesse shall have been mambined in scoordance with the provisions hereuf 1nd 1 sl the expintion of the primary term providad for herein oil
of gas is a0l being procuced on wid fad but fessee is then engapsd in bons (ide dnlling of reworking operativas thereon, this lexse shall remazin in full foree and
<fTect 10 leng &3 such operations are diligently prosecuted and, if they rosull in the production of oif or gas, so tong thereefier as oil and grs in paying quantities, oo
either of them, is procuced from seid fand; provided, hawever, such operations extonding boyord! the prmary tarm thall be approved by the fessor upon written
application filed with tw lessor on oc before the expiration of r2id Lerm, &nd & report of the netus of all such operstions shall be made by the jesxec to the lessor

cvery thirly days and 1 cessetion of such operrtions for mese then (wenty consecutive days thali be comsidered 18 an abandonment of such operstions and this lease
shall thereupon terminale.

If during U arilfing o reworking of any well under this section, fesace losa oc junks the bule or well and sfler diligent efforts in good faith
is unable to complete 12id operrtions, than within twenty days sficr the rbandoament of wid operations, loser may commence another well within three humbred
Lhinty foct of the Tost o junked holc or well xnd drill the same with due diligence,

Oprations cornmenced and comiinued a3 herein provided shall extend this jease as o all fandy aa to which the same 15 10 full foree and
efTeut 21 of the lime 1aid dnlling opxrationn e commenced, rovided, however, this lease shall be subject to cancellation in secordance with faragraph 13 hereof
for failure 1o pay remtalds of file reporta which may become duc while operations are being conducted hereunder.

15, Should production of oi! snd gas o cither of themn in paying quastities be obtsinced while this lease i in force amd cffect and ghould thereafler
ccane from any cause sfler the cxpintion of five yeary from the dele hereof this Jease thall nol terminale if lossee conunences sdditional drilling or reworking
operations within sixty deyy afler the cesaation of such peodkection and shall remain in fu'l foree andd effext 30 fong &s such operations are prosecuted in good faith
with nd coszetion of more Lhan twenly conscmutive dayr, and if ruch operitions result in the production of oil of gas in paying quantitics, 1o long therealter a3 oil
of gas in prying quantities is produced from s1id fand, provided, however, viifien notice of intention to comumence mch operstions shall be filed wath the lexsor
within thirty dsys sfler the cossation of ruch peruduction, and s report of the status of such opertlions shall be made by the lessee 10 U lessor every thirly days, and

the coxpation of such operations for moce than twenty corsenutive dayx shell be considered ks 20 ehandoament of such operations and tiis lease thall thereupoa
terminale,

16, Leower, nciuding their beins, tasigne, agents and contractoey thall &l their own expense fully comply with ell lews, regulations, nuler, ordinances
andd requirements of the oily, coonty, statz, fedora] suthaxities end agencics, in all maticy and Lhings affecting the premiscs and operations thereon which may be
enauted of promulgaied under the governments! police poweny peruining 1o public heafth and wellere, including but not limited 1o conservation, wnilation,

ssthetics, pallution, culural propeties, fur 1nd ecnlogy. Such sgencicr are ool 1o be deemed third party bencficianes bereunder, however, this cleuss is
enfuccrable by the lawsor in any manncr provided in this lexse oc hy faw.

17, Should kmsor dexirs Lo exercise 4 nghts 1o Lke in-kind it royally shure of oill ges or associated substances or purchase all of eny part of the ail,
£33 of sssaciated subrtances produced from the lards covored by this fease, the leteee bereby irevocahly connenG to the lasor exercizing its nght. Such consenl i
a consent 1o the fermination of any supplicripurchaser relationship bolween the lorsor and the lossee doemed ta exidt undat federal regulations. Lesace further
agreea that it will require xny purchaser of oil, gas or sssociated substance to Ik owme wrive iy such pghu,

18, 1.exsor reserves 8 conlinuing option (o [rerchase al sny lime end fmm time 1o lime, al the market prive provailing in the asea oa the date of
parchase, all or asny psst o the minerals (01l and grs) that will be produced from the fands covered by this lease,

19, Lessos roscrves the night lo execule jexses for geothermal resource developrnant and operation therson; the Aght W scll of dispose of the
geothermal resources of such lends: end the nght lo grant rightsof-way and cxsemants for these purpeses,

20. A term of this sgrecment shell odond Lo and bine the bein, oxrculorz, adminiralod, seccasocs knd kssigra of U partiss herelo,
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I whpers whereol, the psrty of the N3t part b e rrunto dg—wd wng, f-gu.a& Ks c{xf;t 16 be rigned by Its commltfoner af publtc irds (hereunto duly
euthorfrcd, with the soxl of ks 0fTice &MMred, sand Lisr besece has z;gn(-}r IMi Wt tq:.dn aed year first sbove written

STATE GF NEW MEMXICO

lossce -

(PERSONAL ACKXNOWLEDGMENT)

L

- y -

: Lz'l"‘ :
. F{yz- .
vt ;‘_Q -

STATE OF ss.
COUNTY OF ss.
The forcgeing instrument was acknowisdged before me this day of 19 by
My commission expires: o O X,
NETHE <
N7 »:"r
(ACKNOWLEDGMENT BY ATTORNEY-IN-FACT) T 4 :
' T S
STATE OF sS. - e L. g
.- ) . .. O
COUNTY OF ss. . j v o
. g vﬁ*
The foregoing instrurnent was acknowisdged before me this day of L 19, , by
T
as attorney-in-fact in behalf of
SEATE-OF-NEW MEXICO
My commussion expires: COUNTY OF LEA
Notary Public FLED
N . . MAY 22997
(AC.P\NO\VL.‘DGMENT BY CORPORATION) . OB oo N
. wd rocorded io Book
STATE OF __Oklahoma ss. rege ® T
- Pa 3 a
COUNTY OF Oklahoma st By ‘ N Deputy
The foregoing instrument was acknowledead before me this 20th  gayor. Juna (1998 by
Rubrey K. McClendon _ President o Chesapeake Operating, Inc.
L (Name) (Tite) (Corporation)
\B Q‘r@dﬁbiﬂ‘% corporation, on behall of said corporation.

X R T

S O T e s
MY./S% ik cxpires:  April 26, 1993

Q &3 067'&"1;,} S

.,{-\\

. \A“.
‘Y:'-—,; f‘\\
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