District |

1625 N. French Dr., Hobbs, NM 8824C
District I

81! South First, Artesia, NM 88210
District Il

1000 Rio Brazos Road, Aztec, NM 87410
District [V

1220 S. St. Francis Dr., Santa Fe, NM 37504

Previous Operator Information:

State of New Mexico

; Form C-104A
Energy Minerals and Natural Resources

August 11, 2000

Submit | copy of the firzal affected wells
list along with 2 copie s of this form per
nuraber of wells on that list to
appropria te District Office

Oil Conservation Division
1220 South St. Francis Dr.
Santa Fe, NM 87504

Change of Operator

New Operator Information:

Effective Date: |

02/01/0°2
OGRID: 147179 New Ogrid:
Name: . New Name: DKD, L.L.C.
Address: P, 0. Fox 18496 Address:  P. 0. Box 682
Address: B Address:

City, State, Zip: _Oklahoma City, OK 73154-0496

City, State, Zip: Tatum, NM 88267

I hereby certify that the rules of the Oil Conservation Division have been complied with and that the information on this

form and the attached list of wells is true an

New Operator
Signature:

mplete to the best of my knowledge and belief.

o
YR TSos

Printed name: //9-/2//1/;/ ﬂ
Title: I/’/ 2.

Date: Z////ﬂ,'z_ Phone: \é"@?j 29 5/"35/?0

Previous operator complete below: NMOCD Approval

Previous .

Operator: Chesapeake Operating, Inc. Signature:

" Previous Printed

OGRID: 147179 Name:

Signature: District:

Printed
Name: Douglas J. Jacobson Date:
Sr. Vice Pres. - Acq. & Divest.

BEFORE THE OIL CONSERVATION
COMMISSION
Santa Fe, New Mexico
Case No. 12905 (De Nove) Exhibit No. 1
Submitted by: DKD LLC
Hearing Date: March 20, 2003
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ASSIGNMENT, BILL OF SALE AND CONVEYANCE

STATE OF NEW MEXICO ) e L4 86 45
) SS: _
COUNTY OF LEA )

This Assignment, Bil! of Sale and Conveyance (“Assignment”) dated effective as
of December 1, 2001, at 7:00 a.m. Central Standard Time (the “Effective Time") is made
by CHESAPEAKE OPERATING, INC., CHESAPEAKE EXPLORATION LIMITED
PARTNERSHIP, CHESAPEAKE INVESTMENTS AND TLW INVESTMENTS, INC,,
NORTHPORT PRODUCTION COMPANY, VESTIGE, INC., AND ANSON ENERGY
CORPORATION, (herein referred to as “Assignors”) to DKD, L.L.C., (herein referred to
as “Assignee”) located at P.Q. Box 682, Tatum, New Mexico 88267.

For and in consideration of Ten Dollars ($10.00) and other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, Assignors
do hereby GRANT, BARGAIN, SELL, CONVEY, ASSIGN, TRANSFER, SET OVER
AND DELIVER unto Assignee, insofar as they have a right to do so, and subject to the
terms and reservations hereof, all of Assignors’ interest in the following described
properties and rights, INSOFAR AND ONLY INSOFAR as said interests cover the Well
and Leases described or named on the attached Exhibit "A” (herein collectively referred
to as the “Interests”):

(1) Al of Assignors’ undivided right, title and interest (including alf working interests,
net revenue interests, farmout or farmin rights, royalty, overriding royalty or other
non-working or cartied interests, operating rights and other mineral rights of
every nature) in and to the Oil, Gas and Mineral (or Oit and Gas) Leases
described in Exhibit “A” attached hereto and made a part hereof, as extended or
amended (hereinafter referred to as the “L.eases”), insofar as such Leases cover
the lands described in such Exhibit.

(2) Al of Assignors’ undivided right, title and interest in and to all presently existing
unitization and pooling agreements and statutorily, judicially or administratively
created drilling, spacing and/or production units, whether recorded or
unrecorded, which relate to the Leases, and all of Assignors’ interest in and to
the properties covered or units created thereby which are attributable to the
Interests;

{3)  All of Assignors’ undivided right, titte and interest in and to all presently existing
and valid oil, casinghead gas and gas sales, operating, farmout, pooling,
purchase, exchange and processing contracts and agreements, partnership and
joint venture agreements and any other contracts, agreements and instruments
which pertain to the Interests or any properties pooled or unitized therewith;

{4)  All of Assignors' undivided interests in and to all oil and gas and associated
hydrocarbons stored upon or produced from the Interests or any property pocled
or unitized therewith from and after the Effective, which are attributable to the
Interests;

(5) All of Assignors’ undivided right, title and interest in and to all easements,
permits, licenses, servitudes, rights of way, pipelines, power lines, telephone and
telegraph lines, communications’ facilities and all other rights and appurtenances
situated on or used in connection with the Interests or any properties pooled or
unitized therewith; and

(6)  All of Assignors' undivided right, title and interest in and to the Interests, all
tangible personal property, equipment, fixtures, improvements, easements,
permits, licenses, servitudes and other appurtenances including, but not by way
of limitation, all injections wells, salt water disposal facilities, well heads, casing,
tubing, pumps, motors, gauges, valves, heaters, treaters, gathering lines, flow

1
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lines, gas lines, gas processing and compression facilities (specifically including
the existing processing and compression facility), water lines, vessels, tanks,
boilers, separators, fixtures, platforms, machinery, tools, treating equipment,
compresscrs and other equipment, pipelines, powerlines, telephone and
telegraph lines, transportation and communication facilites, and other
appurtenances situated upon the lands covered by the Leases conveyed herein
or any land or lands pooled or unitized therewith or used or obtained in
connection with the production, treating, storing or transportation of oil, gas and
other hydrocarbons or minerals therefrom:
L4386 45

7) All rights, obligations, liabilities and responsibilities as to gas imbalances, if any,
attributable to the Properties as of the Effective Time;

Assignee accepts the Interests subject to the obligations remaining under said
Lease to properly plug and abandon all wells, restore the surface, and all other
obligations of the Lease.

TO HAVE AND TO HOLD all and singular the Interests together with all rights:
tittes, interests, estates, remedies, powers and privileges thereunto appertaining unto
Assignee and Assignee’s successors and assigns forever; subject, to the following
matters:

(a) all Lessors’ royalties, overriding royalties and other burdens, reversionary
interests and similar burdens as shown of record;

(b) all easements, rights-of-way, servitudes, permits, surface leases and other
rights in respect of surface operations;

(c) the terms and conditions of the Leases and other agreements affecting the
Interests;

(d) all rights reserved to or vested in any municipality or governmental, tribal,
statutory or public authority to control or regulate any of the Interests in
any manner, and all applicable laws, rules and orders of governmental
and tribal authority; and

(e} all gas contracts, crude oil purchase contracts, operating agreements,
division orders and transfer orders affecting the Interests.

Assignors also hereby grant and transfer to Assignee, its successors and
assigns, to the extent so transferable, the benefit of and the right to enforce the
covenants and warranties, if any, which Assignors are entitied to enforce with respect to
the Interests against Assignors' predecessors in title to the Interests.

It is expressly understood and agreed that (I) Assignors shall be responsible for,
and shall indemnify and hold Assignee harmless from, all claims, costs, expenses and
liabilities which arise or accrue prior to the Effective Time with respect to the Interests;
{ii) Assignee shall be responsible for, and shall indemnify and hold Assignors harmless
from, all claims, costs, expenses and liabilities which arise or accrue after the Effective
Time with respect to the portion of the Interests assigned hereunder; (i) Assignors shall
be entitled to receive all revenues attributable to oil, gas or hydrocarbans produced from
the Interests prior to the Effective Time; and (iv) Assignee shall be entitled to receive all
revenues attributable to oil, gas or other hydrocarbons produced from the portion of the
Interests assigned hereunder to Assignee after the Effective Time.

THIS ASSIGNMENT, BILL OF SALE AND CONVEYANCE IS MADE (i)
WITHOUT ANY WARRANTY OR REPRESENTATION OF TITLE, EITHER EXPRESS,
IMPLIED, STATUTORY OR OTHERWISE, (ii) WITHOUT ANY EXPRESS, IMPLIED,
STATUTORY OR OTHER WARRANTY OR REPRESENTATION AS TO THE
CONDITION, QUANTITY, QUALITY, FITNESS FOR A PARTICULAR PURPOSE,
CONFORMITY TO MODELS OR SAMPLES OF MATERIALS OR
MERCHANTABILITY OF ANY OF THE PROPERTIES OR THEIR FITNESS FOR ANY

2
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PURPOSE; AND (iii) WITHOUT ANY OTHER EXPRESS, IMPLIED, STATUTORY OR
OTHER WARRANTY OR REPRESENTATION WHATSOEVER.

This Assignment shall bind and inure to the benefit of Assignors and Assignees
and their respective affiliates, subsidiaries, successors and assigns.

EXECUTED this / S day of I/Mcu/}/ 2002, but

effective for all purposes as of the Effective Time.

ASSIGNORS:

~].486 45
CHESAPEAKE OPERAT%INC. %

Henry J. Hood, Seftior Vice President-Lardand Legal

CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP

Henry J. He6d{_Senfor Vice Presidefit-Land and Legal
of Chesapeake Operating, Inc., General Partner

CHESAPEAKE INVESTMENTS

Yled o

/
'A‘Lﬁreé}f McClendon, Sole General Partner

TLW INVESTMENTS INC.

Tom. L. Ward, Président

NORTHPORT PRODUCTION COMPANY

~
Tony Vigie, President

VESTIGE ENERGIE

Robert a. Hefner, yﬂsresident

ANSO ERGY

Carl B. Anderson, President
ASSIGNEE:

BKD, L.L.C.

U £ STB2S—

By: DAVHS R 4/ g rsen,
Title: /15;1 AV

3
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ACKNOWLEDGMENTS

STATE OF OKLAHOMA ) ©L436 45

: )
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this ($+ day of
e 2002 by Henry J. Hood, as Senior Vice President-Land and
Legal of ChesSpeake Operating, Inc., and Okiahoma corporation.

My Commission Expires: // /q /otf %WM

BRENDA CONDIT
Canadian County
STATE OF OKLAHOMA ) ; Ncg?:‘/eP;bcli”c(li:nzr:afor
My c&mmﬁss.ion expires, {I-‘v-Pi .
COUNTY OF OKLAHOMA )

This instrument was acknowledged befare me on this /‘QL day of
__ 2002 by Henry J. Hood, as Senior Vice President-Land and Legal

of Chesapeake Operating, Inc., as General Partner of Chesapeake Exploration Limited

Partnership. W W
My Commission Expires: // / 9 /07/ 2

el
STATE OF OKLAHOMA ) Loy 7 Notary Purdc n and for
) RCE :My comn?:ts?;: ;i&:zlsclrv/\g" 'Qf .
COUNTY OF OKLAHOMA )

This instrument was acknowledged before me on this ;"'J g™ day of
2002 by Aubrey K. McCIendon Se General Partner of
Chesapegke Investments.
My Commission Expires:

STATE OF OKLAHOMA )

)
COUNTY OF OKLAHOMA )

1!-
This mstrumem‘was,,;acknowledged before me on this | L day of
MruL \“ %Jom L. Ward, President of TLW Investments Inc., an
[

Oklafioma cor R 2 /\O

\\

“\LEXP,‘P e (Do
1Z

"mnun\\‘

\\\\

1ty

My Commlssten Expuess 2004
é;’, ?2/2)‘7L f;CD _7 4‘4!”3 Fci;sj? [3‘ S

STATE OF OK % o

”llumnu\\“

COUNTY OF OKLAHOMA )

[y

This instrument was acknowledged before me on this <82 day of
Aprc 2002 by Tony Viele, President of Northport Production Company.

My Commission Expires: )~ 5

e
JOHNFVALBHAN

4
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STATE OF OKLAHOMA )
)
COUNTY OF OKLAHOMA ) L4g6 45

This instrument was acknowledged before me on this / day of

ﬂ/za,c{}/' 2002 by Robert A. Hefner, IV Presxdent of Vestige Energi
My Commission Expires: // /9 /o%

BRENDA CONDIT

: STATE,,QF OKLAHOMA )

Canadian County
Notary Public in and for
. . ) State of Oklahoz;\a {
pAt e cmmiss ires Jf 77 &4 .
,t,obw OP'-OKLAHOMA ) My cemussion exp

,.,,?;- o ﬁ’l\l% lnstrument was acknowledged before me on this _le_ day of
* '« {2002 by Carl B. Anderson, Présigent of Anson Energ Corporation.

s‘tg‘r’EeF ﬂeu) mMCD )
c}'ouﬁn GF Lsm_ ' )

”{hlsms_grument was acknowledged before me on this ,3 day of
pril < 2002by Zbannj R. UWatson ofF DKD,LLC

My ééﬁﬁmission Expires: Nov- 9, 2005 _'47&64‘6’7@%:_

mu“,“

A
\‘\‘

5
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EXHIBIT “A” .
L4s6 45

ATTACHED HERETO AND MADE PART OF THAT CERTAIN ASSIGNMENT, BILL OF
SALE AND CONVEYANCE BETWEEN CHESAPEAKE OPERATING, INC.,
CHESAPEAKE  EXPLORATION LIMITED PARTNERSHIP, CHESAPEAKE
INVESTMENTS, TLW INVESTMENTS INC., NORTHPORT PRODUCTION COMPANY,
VESTIGE, INC., AND ANSON ENERGY CORPORATION, AS ASSIGNOR, AND DKD,
L.L.C. AS ASSIGNEE, EFFECTIVE FEBRUARY 1, 2002.

LEASE NO: NM7000094-000

LESSOR: State of New Mexico — Lease No. V04886 0000
LESSEE: Chesapeake Operating, Inc.

DATE: June 1, 1996

RECORDED: 800/156

DESCRIPTION: Lots 13 and 14 of Section 6, Townshlp 16 South, Range 36 East,
Lea County, New Mexico, as further described in said lease.

INSOFAR AND ONLY INSOFAR AS SAID LEASES COVER LANDS CONTAINED
WITHIN THE SURFACE BOUNDARIES OF THE 76.65 ACRE WATSON 1-6 UNIT, AS
MORE FULLY DESCRIBED AS LOTS 13 AN 14 OF SECTION 6, TOWNSHIP 16
SOUTH, RANGE 36 EAST, LEA COUNTY, NEW MEXICO.

Recorg & Return To:

Chesapeake ¢ Operating, Ing.

PO. Box 13496
Oklahoma City, OK 73154

STATE OF NEW MEXICO
COUNTY OF LEA

FILED

g MAY 14 2002
o .
L at / 55 o'clock Lp M
2 and recerded in Book

Bage

Melinda Fughes, Lea lerk

By 5 Deputv

ATTEST: K\:gfi\

Certi this_(Q___ day

20 , as true and correct copy of
the original on file in this office.

MELINDA HUGHES, LEA COUNTY CLERK

Deputy

6
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NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

" GARY E. JOANSON

Lorxri Wrotenbery
Governor Director
Betty Rivera Oil Conservation Division

Cabinet Secretary

ADMINISTRATIVE ORDER SWD-834

APPLICATION OF DKD, LLC FOR SALT WATER DISPOSAL, LEA COUNTY, NEW
MEXICO. BEFORE THE OIL CONSERVATION
COMMISSION
Santa Fe, New Mexico
Case No. 12905 (De Novo) Exhibit No. 2
Submitted by: DKD LLC N

PDWSTRATWE ORDER Hearing Date: March 20, 2003
OF THE OIL CONSERVATION DIVISION

Under the provisions of Rule 701(B), DKD, LLC made application to the New Mexico
Qil Conservation Division on March 27, 2002, for permission to re-enter for produced water
disposal its Watson 6 Well No. 1 (API No. 30-025-34197) located 2857 feet from the South line

and 1417 feet from the West line (Unit N) of Section 6, Township 16.South, Range 36 East,
NMPM, Lea County, New Mexico.

TI-IE DIVISION DIRECTOR FINDS THAT:

(1) The apphcatlon has been duly filed under the provisions of Rule 701(B) of the
Division Rules and Regulations;

(2) Satisfactory information has been provided that all offset operators and surface
owners have been duly notified, :

3 The applicant has presented satisfactory evidence that all requirements prescribed
in Rule 701 will be met; and

(4) No objections have been received within the waiting period prescribed by said
rule,

IT IS THEREFORE ORDERED THAT:

DKD LLC is hereby authorized to re-enter its Watson 6 Well No. 1 (API No. 30-025-
34197) located 2857 feet from the South line and 1417 feet from the West line (Unit N) of
Section 6, Township 16 South, Range 36 East, NMPM, Lea County, New Mexico, in such a
manner as to permit the injection of produced water for disposal purposes into the Cisco and
Canyon (Pennsylvanian) formations from a depth of 10340 feet to 11062 feet through 2 7/8 inch
plastic-lined tubing set in a packer located approximately at 10280 feet. '

Qil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico §7505
Phone: (505) 476-3440 * Fax (505) 476-3462 * htp//www.emnrd.state.nm.us




Administrative Order SWD-834
DKD, LLC

April 26, 2002

Page 2

IT IS FURTHER ORDERED THAT:

The operator shall take all steps necessary to ensure that the injected water enters only the
proposed injection interval and is not permitted to escape to other formations or onto the surface.

The casing shall be pressure tested from the surface to the packer setting depth to assure
the integrity of said casing.

The casing-tubing annulus shall be loaded with an inert fluid and equipped with a

pressure gauge at the surface or left open to the atmosphere to facilitate detection of leakage in
the casing, tubing, or packer.

The injection well or system shall be equipped with a pressure limiting device which will
limit the wellhead pressure on the injection well to no more than 2068 psi.

The Director of the Division may authorize an increase in injection pressure upon a
proper showing by the operator of said well that such higher pressure will not result in migration
of the injected fluid from the injection formation. Such proper showing shall consist of a vahd
step-rate test run in accordance with and acceptable to this office.

The operator shall notify the supervisor of the Hobbs District Office of the Division of the
date and time of the installation of disposal equipment and of any mechanical integrity test so
that the same may be inspected and witnessed.

The operator shall immediately notify the supervisor of the Hobbs District Office of the
Division of the failure of the tubing, casing, or packer in said well and shall take such steps as
may be timely and necessary to correct such failure or leakage.

PROVIDED FURTHER THAT, jurisdiction is retained by the Division for the
entry of such further orders as may be necessary for the prevention of waste and/or protection of
correlative rights or upon failure of the operator to conduct operations (1) to protect fresh water
or (2) consistent with the requirements in this order, whereupon the Division may, after notice
and hearing, terminate the injection authority granted herein. '

The operator shall submit monthly reports of the disposal operations on Division Form C-
115, in accordance with Rule Nos. 706 and 1120 of the Division Rules and Regulations.

The injection authority granted herein shall terminate one year after the effective date of
this order if the operator has not commenced injection operations into the subject well, provided

however, the Division, upon written request by the operator, may grant an extension thereof for
good cause showr.



Administrative Order SWD-834
DKD, LLC

April 26, 2002

Page 3

Approved at Santa Fe, New Mexico, on this 26th day of April 2002.

LORI WROTENBEKY, Director

LW/WVJ

cc: Qil Conservation Division — Hobbs
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LEASE NO: V04886 000 Applicelion No:

OIL AND GAS LEASFE
(Discowrery Form)

THIS AGREEMENT, dated Junc 01, 1998, between the state af New Mexicn, scting by and through it commissioaer of public lands, hercinaficr called the
lessor™”, tnd

CHESAPEAKE OPERATING, INC.
P. O. BOX 18496

OKLAHOMA CITY,0K 73154-0496 Cne?ggg;iggpeéggngo e
hereinafler calhed the “lessec™, PO, Box 18496
WITNESSETH: Oklahoma City. OK 73154

WIEREAS, the lessee has filed in the office of the commiimsioner of public lands wn tpplication for an eil and gas {euse covering the {ands hercinafier
duscribed and has lendered therewith the required first payment; and

WHEREAS, all of the requirzments of law relative to the application and tonder heve been duly complied with,

THEREFORE, in consideration of the premives a5 well as the mom of TWO HUNDRED TWO THOUSAND and 007100 dollars

{5202,000.00), the saume being the emount of the tender shove mentioned, and the Rerther sum of $30.00 filing fee, and of the covenants and sgreements
hercinafus contzined, the Jemor docs bereby grant, domise, Jeaxe and It unto e taid kemsee, exclusively, for the sole ind only purposc of cxplorstion,
development and produciion of oil or gas (nctuding carhon dioxide and heftum} or both thereon and thereftum with the ight to own all oil and grs so preduced
and saved Derefrom and ot rescrved as royalty by the tessor under the termu of this lewse, logether with rights-of-wry, cascments end servituda for pipelines,
telephone finct, tanka, power huuses, siadions, gasoline plants and fixturss for producing treating and canng for such products, and housing- and boarding
cmployecs, and any and all rights and privileges necassary. incident 16 oc convenient for the economice! operation of said land, foc ail 1nd gas, with might for such
purposes {0 the free use of oill gas, casing-head ges of water from said fands, bul ol from fexsods waler wells, and with the rights of removing ethwer during of
sfer the term hereof, all and sny improvements placed or crevied on the promuses by the lessee, including the right o pull ol casing, subject, however, to the
coverants and sonditions hereinafier set out, the following described land ritusled in the countyXies) of Leg, state of New Mauco nd moce particututly
dereribed 28 loliover:

Subdivisions Section Twp_ _Rge Acres  Institution
LOT(S) $1(40.00), 12(36.71), 13(36.65), 14(4U.04), 3 165 34E 233.36 MH
E2SW4{

Said lends having been twarded (o leasee and dasipnatod as Tract No.V0-O-0011 a1 public wale held by the commissioner of public fands on
May 21,1996,

To heve snd to hold 1aid land, mnd all the rights and privileges granted heteundkr, Lo i undo the {easee fix 2 primary levm of five yeary [rom the date
hereof, and a1 long thereafler 11 oil and gss, or cither of them, is produced in peying quantities from said land by leusee, suhject to #il of the ters and conditions
1 hereinafier set forth . '

In conaideralion of the premises the partics convenant and sgree 1 follows:

L Subyecltolhe free us¢e without foyaty, st herrinbefore provided, the lessee shalf pry the lessox xx royuhly postgixah part of the oil produced! and
saved from the leased premises of the canh value thereof, &t ths option of U lessar, such value ta be the price prevailing the day ofl i rua into 4 pipceling, if the ail
be run into s pipeline ,or imio focage Lanks, i the oil ir oced, .

2. Subjut Lo the free use withaut royalty, as hereinbelore provided, sl the option of the lessor at any lime and from time 16 time, the lexser shalf pay
the lexsor 11 royahy omewsixth part of the gas produced 1nd seved from the fersed promises, xcluding casing-head gas, Unleu said opion is exercised by lewsor,
the jessee shall pay W!wum‘sﬁymx&ho(hu&hvﬂueo(ﬁxmtmludngwm;-%udggpm&medmduwdﬁvnﬂnluwdpmmmmd
markcied oc utilized, mich vilue (o be equal to the net proceeds derived From the sxle of such gat in the ficld; provided, however, the cash value foc royehy
purpases of carbon dioxide gt and of yderocarbon gat delivered lo 3 gasoline plant for extraction of fiquid hydrocarbons thall be equal to e nat proceeds
Serived from the sale of mich gas, including any liquid hydroctrbons recovered therefrom.

BEFORE THE OIL CONSERVATION
COMMISSION sook 300 esce 156 o
Santa Fe, New Mexico %\\LL
Case No. 12905 (De Novo) Exhibit No. 3
Submitted by: DKD LLC
Hearing Date: March 20, 2003




Notwithstanding the farepoing provirions, the heasor may require the payment of rovsity for x1) or any part of the gas produced and seved under this lease and
Mdcdo!uiﬂxuduxprie:pcrmcﬁuqun!ioﬂ\cmnxinwmfxic:hdngruidfor;no“ikekindusdquxﬁlvm-dundcrlikccwrdilim in the samc field or area
of miy reduce Ue royalty value of any such gas (10 sny amount nof loss thun the netproceeds of rale thereof, in the field) 1f the commiszioner of public furds shall
determine much artion Lo be neccatary to the Fucomsful operation of the Tands fof oif vr gas purpeses oc 1o encouragement of the greaiest vltirnate recovery of oil or
guurml}wprvmwcedmhmofoﬂorpwmwpqucmiaui

Thix lease shall ot expare at the end of the primary term hcreof |flhcrt It Zwrll Lq\.Lbltas pﬂ»Zucmg gAY in paving quantitics locaied upon somce part of the fands
cmbracad herein, of upon tands pooled o communitized harvwith, where such well is shut-in due W Lhe inability of he lexsee to oblin & pipeling connection o lo
rarket the gas thearefrom wod if the lemot limely pays an znnusl royalty on of before the annmel rental paying dale next ensuing afler te cxpirstion of nincty days
from the datr raid well wes thut-in and on of befoee taid renlal daie theceaBler, The pryment of raid annus royelly thall be considered for all purposes the same
s if pas were bcmg produced in paying quantties tnd upa the commaencament of mark eling of pas [rom waid well of wells the royslly pxid for the lease yewr in
which the g i fird markewsd chall he credited upon the royaity payable hereunder 1o the lessor for ruch vear. The provmom of this sextion shall also apply
where gas is betog marketed from eaid leasehold premises and through no fxult of the lexsee, the pipeline connadtion of market it Jout of ceases, in which case this
“leaxe shall nol expirc o foag a2 sud xnnual rovalty o paid ax herein provided. The wmount of any rrsual rovelty paysbie under this ection shall equal tuice the
snnual rental due be the Jaser under the tomma of thix lease but not fexs than three hundred twenty dotlan (5320) per well per year, provided, however, that any
such annual royalty for sy yzas beginning on or afier ten years from the date horoof shaill agaal four timas the annual rontad due by the lessee under the 1oms of
this fcase bul not kess than two thourand dotirs {$2,000) per weil per year, provided further Usst oo wnnual royshly sl be pavable under this scction if
equivalent amounts sr¢ timely paid purnant o another Jease lasued by loasor and if such other Yease includes lands communitized with tands graniad hercundet
for the purpose of prorationsdly sharing in the thui-in well. Notwithetanding the provisions of the section to the contrary, this lessc shull not be continued afler
five yean from the date hervel for any period of morc than Len yroass by the peyment of waid annual roysity unleas, for good cause thown, the commissioner of
public lands, in his discrriion, grants such & continuance.

3. Laxsec sgrees to make full sefilement on Lhe bventicth day of cach month for 11! royahies due 10 the fessor fur the preceding month, under this fease,
and (o permil the leossor oc T agents, af il remsonahle hours 10 examine lesxee’s books relating 10 the production and disposition of oif and gas produced. Lessee
further agroes Lo submil b lomor Lnaually upon forms furnithed by leaxsar, verificd soports thowing lessee’s eperations for the preceding vear,

4. An annwal real a1 the rete of $1.0H) per sore shall become due and pavable 10 the lessor by the lesee upon cach acre of the land shove deseribed
and then ciaimod by such Jemee, and the came shall e due and pevabic in sdvince 1o the Jomsor on successive anniversary dstey of this leaxe, but the annual 1ental
oo any axsignmai shall in no event be Joss than fony dollars (540 00)

1n the eveni the lamex shall clect to sunender any or ol} of raid kaesge, he shall deliver 10 the Tessor 1 duly evecuted release theveol and in cvent said lexse has
been recosded then he 1hall. upan request fumnish and deliver to the lessor 1 cortified copy af & Suly recorded refease,

S. The lessee mey i any lime by paving to the lemsor 21l amounts then dor as provided hersin and the further sum of forty dollars ($40.00), survender
and cancel this fexne imolar 1 the same covers all or any portion of the Jands herein teazed and be relieved from further obligations or liability horeunder, in the
manncr ns hacinbefore provided  Frovided, this surrender clause and the eplion herein reserved 1o the lexsee shall cease and become absolutely inoporative
immediately and concurrently wilhs the institution of any suit in any court of faw or equily by the kessee, lessor or any assignec, lo enforee this jease, or any of ilc

tertre exqwessed of implied.

6. All paymerns due hereunder shall be made on or before the day such payment it dug, 2t the office of the commissioner of public lands in Santa Fe,
New Mexico.

7. The lexace with the conxent of the lessor shall have the rights 1o assign this lease in whole of in part. Provided, however, Lhan no assignment of an
undivided interest in Use lease oc in any part thereol noc eny assiprment of less than & legal subdivasion shall be recognized or approved by e lessor. Uipon
approvad in wiiling by the femor of xn essignment, the assignoe shall siand telieved from all obligations to the lexsor with respect to the lands embeaced in the
assignment wnd the lemor thall Tikewise be relieved from all obligations 1o the assignor as 16 such 1racts, and the assipnee shall succeed to all of the rights and
peivilepes of the assignor with respect to such tracts end shall he heid 10 have swomed ali of the duties 2nd obligations of the asignor to the lessor s 1o such
racts,

E. inthe cvent & well or wells producing oif o gas in paying quantities shewld be broupht in en adjacent land which is draining the leased premises,
Jessee shall drill such offeet well o wells as & reasonably prudent opcrator would drill under the same oe similar circumstances, provided that no such offset well
shall be required if compensaiony royaltics are pard pursuant 10 an agreement between the fessor and the fessee.

9. The lesser 1grees 1o nolify the lessoc of the location of cach well hefare commencing dniling thereon, to keep 1 compleie and accurste Tog of cach
well drilled and to furnish & copy thereof, verified by some person having sctual knossledge of the facts, 1o the lessor upon the complation of any well, and to
fumish the log of any unfnished well 2l anv time when requested to do so by the lessor, ’

If any bands chraced in this lease shall be included in any decd or contract of purchase outstanding and subsisting issued pursuant 10 any
sale made of the surface of much lands prior ta the date of this lease, it it sgreed and underviood dhat no dnilling operation shall be commenced oa any such lands so
sold uniess and until e Jesscx shall have filed 3 good and sufficient bond with the lessor as required by law, to secure the payment for such damage to the
livesiock, range, waler, crops o Langible impeovements on such lands xx may be suffered by the purchaser holding such deed o contract of purchase, o his
succesrors, by reason of the dnrlmnmk use and ocovmation of such lands by such lessee. Provided, however, that no such bond shall be required if such
purchaser shail waive the nght to require suck boad 10 be given in the manner provided by law,
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10 i drilling weils all water beaning strat1 shall be noled in the log. and the Jasor reserves the nght to require that all ot any part of Lhe casing shatl
be leR in any nonproductive well when lessor deems it 10 the interest of the beneliciaries of the lands granted hereundur o mantsin said well or saells for wler,
For such casing 50 Jeft in walls the lessor shall pay (o the lesse the ressonable value thereol. :

11 Lessex shall be fable and sgyee 1o pay of all damages to the range, livestock, growing crops or improvements caused by lessee’s operations on said
lanits, When requened by the kese the lesser shall hury pipelines below plow depth.

. ‘12. The lussee shall nol remove any machinery oc fiqures plassd oo wid peenuses, not desw the casing from any well unless and until alf psyments
and ubligations due the lexeor under te Lerms of this agreoment shall have been paid or satistied, The losex’s Aght 1o remove the casing is subject to the
provisioa of Peragraph 10 ahove, .

1. Upon faiture or default of the lessee 1o comply with sny of Lhe provisions or covenanls hereol, the lessor i3 hereby authorized to cancel this fease
ard such cancellztion shall extend to and include all Aghts hereunder as to the whole of the traxt so claimed, o possexsed by the lewsee, but shall not extend Lo, noc
afTect the nights of any other lessee of assignee claiming sny portion of the lands upor which no delault has been made;, provided, however, thal before any such
cancellation shall be made, the feasor shall mail W e lessee 30 defsulting. by registered or certificd mail, addressed to the post-office sddress of such lewsee as
shown by the records of the nate land office, 3 notice of intention of cancellation specifying the default for which cancelistion it W be made, and ([ within thidty
days from the dite of mailing said nolice the 12id leasee shall ramedy the delault specificd in said notice, cxnceliation shall nol be made.

14, 1T this leese shall hsve been muintiined in toecordence with the provisions hereol 1nd 1f ol the expirstion of the pamary lerm provided for herein oil
or gas is 0ot being produced on said land bt lessee i then engaped in boaa fide drilling of reworking operations thereon, this lease shall remiin in full foroe and
effect 1o long 21 such operations are diligently prosccuted and, if they result in the production of oil or gas, 30 long thereafier a3 oil and gas in paying quantities, o
cither of themy is produced from ssid land, provided, however, rich operations extending beyond the primary icrn shill be approved by the lessoc upon writien
xpplication filed with the fessor 0a o¢ befure the expiration of x2id term, &nd a report of the Ralus of all such operstions shall be made by the lesset lo the lessor

every thinty days and & cexsation of such opcrations for more than twenty consecutive days shall be considered 1 an shundonment of such operstions and this lease
shall thereupon terminate,

If during the dritfing or reworking of any well under this section, lesace ks oc junks the bole or well and sfler diligent efforts in good faith
is unable to complele waid operations, then within twenty deys afler the abandonment of wid opcrations, lessee may commence another well within three humired
Lhirty fext of the lost o junked hole oc well xnd dnill the same with due diligence.

Opserstions commenced and conlinued as herein provided shall extend this lease s 10 alt lands a3 ta which the same i3 in foll force and
effect a3 of the lime said drilling operations are commenced; provided, however, this lease shall be subject 1o cancellstion in sccordance with Paragraph {3 hereof
for failure 1o pay rentals or file reports which may become duc while operations are being conducted hercunder.

15. Should production of oif and gas o cither of them in paying quantities be obtained whilc this lease is in force and elfect and should thereafler
coane from any cause afler the expiration of five years from the dale hereof this lease shall not terminate if lessee commences additional drifling or reworling
operstions within sixty days kfler the cestation of such production and shall remain in full force and effect 30 long 13 such operstions are prosecyted in good faith
with no coxtation of mare than twenty consccutive dayx, and il such operations result in the production of oil or gas in paying quantitics, so fong therealter a3 ol
of gas in paying quantities is produced from sxid land; provided, however, wriften notice of inlention to commence tuch operations thall be filed with the lexsor
within thirty dsyt afier the cexsation of such production, and s report of the Ratus of such operttions shall be made by the lersce (o the lessor every thinty days, and
the cexsation of such operations for more than twenty conserutive days shatl be considered as an abandoament of such operations and this lease shall thareupon
{crmunate.

16. Louex, including their beiry, tasigns, agents and contractors shall at their own expensc fully comply with ll lews, cegulations, rules, ordinances
2rd requirements of the city, county, state, feders] suthorities and sgencies, in all mutiery and things affecting Uhe premises and operations thereon which may be
enauted of promulgaied under the governmenlsl palice powers perlzining lo public hextth and welfare, including but nat limited o conscraation, sanitalion
scsthetics, pollution, cultursl propertics, fire and ecotogy. Such sgenciar wre not 19 be deemed third panty beneficienies hercunder, however, this cleuse is
enfurceable by the Jozsor in sny manncr provided in this lexxe oc hy faw.

17. Should leaasor desire Lo exercise its rights to teke in-kind ile royakty share of oil. gas or associsted substances or purchess sll o any part of the oil,
g2 oc asocisled subrtances produccd from the lands covered by this lersc, the fersce hereby irrevocably consents Lo the leasor excreising its righl Such consent it
1 consent 1o the termination of any supplicripurchaser relationzhip helween the-lawor and the lauee deemed ta exidt undet foderal regulations.  Lessee fusrther
agrees that it will require ey purchaser of oil, pay o associsted substance Lo likowise weive sty such nights,

18. loxsor reserves 8 conlinuing option to purchase al sny tlime end from lime o lime, al the markel price prevailing in the asea on the date of
purchase, slf of wry pert of the minerals (ol and gas) that will be produced from the lands covered by this lesse,

19, Lessor reacrver the right 1o cxecute desses or geothermal resource developmient and pperation thereon; the Aght Lo sell or dispase of the
geotherma! resourees of such lands: snd the right lo prant rightsol-way and casements for these purposes.

20, Al terrma of this agrecment shall osond Lo and bind the haim, execulorz, administraloc, succcasocs and sssigs of the parties hereto.
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In whtness whereof, Ure party of the first part hoo ke rrunto Mgned u-.éf\-qnedﬂhu npﬂt\‘;u be elgned by s commiludoner of public wads thereunto duly
suthorizced, with Use penl of kix 0ffhce sMxed, smd Lne 3enszc has r.ﬁznf\hk Wrtﬂ( th,ndly and year first sbove written

- e
STATE OF NEW MEXICO ey .' -
75' ‘M.\,!‘HF{;:

- N W ';- ;

: :.{@9* 17~ mcz:f 02
! "Jbslh\&

(.

(Scal)
Lessee -

(PERSONAL ACKNOWLEDGMENT)
STATE OF ss.
COUNTY OF S8,
The foregoing instrument was acknowledped before me this day of .19 by
My commission expires: : o C‘! VX,

| NG

.: l‘,: a ormenl ‘t"r
(ACKNOWLEDGMENT BY ATTORNEY-IN-FACT) T 's
' R e
STATE OF ss. . i é?
e ) . ‘.' o
COUNTY OF 5. o / o o
: et

The foregoing instrument was acknowledged before me this day of _— 19, by

as attomngey-in-fact in behalfl of

STATE-OF NEW MEXKCO
COUNTY OF LEA

My comrrission expires:
Notary Public FILED

’  MAY 22997
(ACIKNO\VLEDGMENT BY CORPORATION) o ‘OB eock M
md rocorded io Book
& staTeop _ Oklahoma ss. ey .
bo\ Qs
™~ Pat
COUNTY OF ___Oklahoma ss. By d Dopmy
The foregoing instrument was acknowledged beflore me this 20th day of - June . 1996 , by
Aubrey K. McClendon . President ¢ Chesapeake Operating, Inc.
Ay, (Name) (Title) {Corporation)
\a Q%CR'-E;'L&Y)O*% corporalion, on behalf of said corporation.
\OT o ~
My/é)m_\q‘iggk c’xpgrcs April 26, 1998 %/J_/
/? L 7 ’(‘: IS0 R _,4/ NOL&J’)’ Public
B I ./ ') ; C $ — 4
0le3 Barrariyess
REINGH
e tes
. e DS

e sook 800 pace 159



117 N. Shipp St.
Hobbs, N.M. 88240
Phone (505) 393-7706
Fax (505) 393-7725
Web Page: www.ewtitle.com

P.O. Box 817
Lovington, N.M. 88260
Phone (505) 396-5846

Fax (505) 396-2490
E-Mail: ew@ewtitie.com

ELLIOTT & WALDRON TITLE & ABSTRACT CO., INC.

January 6, 2003

Danny Watson
P.O. Box 682
Tatum, NM 88267

Dear Mr. Watson

We have made a search of our records and the records of the Lea County Clerk from January 1,
2002 to January 3, 2003 and we find no assignment out of Chesapeake Operating, Inc.,
Chesapeake Exploration Limited Partnership and/or Chesapeake Investments as to State of New
Mexico Lease No. V04886 covering Lots 11, 12, 13, 14, E/2 SW/4 Section 6, Township 16
South, Range 36 East, N M.P.M., Lea County, New Mexico filed of record except for the
Assignment you are aware of to DKD, L.L.C. recorded 5/14/02 in Book 1146 Page 724, Lea
County Records, Lea County, New Mexico.

Please let us know if we can be of any other assistance.
Sincerely,

Elliott & Waldfon T1tle & Abstract Co., Inc.

@m

As51stant Secretary

By:

BEFORE THE OIL CONSERVATION
COMMISSION
Santa Fe, New Mexico
Case No. 12905 (De Novo) Exhibit Neo. 4
Submitted by: DKD LLC
Hearing Date: March 20, 2003



1819 N. Turner, Suite B
Hobbs, N.M. 88240
Phone (505) 393-7706
Fax (505) 393-7725
Web Page: www.ewtitle.com

_ P.O. Box 817
Lovington, N.M. 88260
Phone (505) 396-5846
Fax {505) 396-2490

E-Mail: ew@ewtitie.com

ELLIOTT & WALDRON TITLE & ABSTRACT CO., INC.

March 10, 2003

Danny Watson
P.0. Box 682
Tatum, NM 88267

Dear Mr. Watscn,

We have made a search of our records from January 1, 2002 to February 13, 2003 at
7:00 A.M. and we find no assignment out of Chesapeake Operating, Inc., Chesapeake
Exploration Limited Partnership and/or Chesapeake Investments as to State of New
Mexico Lease No. V04886 covering Lots 11, 12, 13, 14, E/2 SW/4 of Section 6,
Township 16 South, Range 36 East, N.M.P.M., Lea County, New Mexico filed of record
except for the Assignment you are aware of to DKD, L.L.C. recorded 5/14/02 in Book
1146 Page 724, Lea County Records, Lea County, New Mexico.

Please let us know if we can be of any other assistance,

Sincerely,

Elliott & Waldron Title & Abstract Co., Inc.

Daart [y

Dawn Dye, Abstracter



