District]

1625N. French Dr , Hobbs, NM 88240 State of New Mexico Form C-144
DistrictIl Energy Mineralsand Natural Resources June 1,2004
1301 W. Grand Avenue, Artesia, NM 88210

District I1l Qil ConservationDivision For drillingand production facilities submitto
1000 Rio Brazos Road, Aztec, NM 87410 A FpproprlateNMOCD District Office.

DistrictIV 1220 South St. Francis Dr. or downstream facilities, submit to Santa Fe

1220S. St. F Dr., Santa Fe, NM 87505 fi
rancis Dr., Santa Fe Santa FC, NM 87505 office

Pit or Below-Grade Tank Registrationor Closure

Is pit or below-grade tank covered by a “general plan™? Yes [X] No []
Type of action: Registrationof a pit or below-grade tank [X] Closure of a pit or below-gradetank []

Operator: Chesapeake Operating Inc. Telephone- !4322687'2992 e-mail address;SStricklin@chkenergy.com
Address: 2010 Rankin Hwy Midland, TX 79701
Facility or well name* KF 4 State Com #2 API#- 30 0?“'5 - , U ‘ I‘J\/I’;r Qtr/Qtr Sec 4 T21S Rr35E
County. LEA Latitude 323008.92 Longitude_1032227.25 NAD: 1927[X] 1983 [] Surface Owner Federal ] State [X Private[] Indian[]
Pit Below-gradetank
Type: Drilling [X Production[] Disposal[] Volume: ____ bbl Type of fluid
Workover [] Emergency[] Constructionmaterial:
Laned [X} Unlined [] Double-walled, with leak detection? Yes [] If not, explain why not.

Liner type: Synthetic[X] Thickness 12 il Clay[]
P1t Volume 12129y

Less than 50 feet (20 points)
Depth to ground water (vertical distance from bottom of pit to seasonal high .
50 feet or more, but less than 100 feet (10 points)
water elevation of ground water.) _— .
O 100 feet re ( 0 points) O
Wellhead protectionarea: (Less than 200 feet from a private domestic Yes (20points)
water source, or less than 1000 feet from all other water sources.) @ ( Oponts) Q
——
) Less than200 feet (20 points)
Distanceto surface water' (horizontaldistanceto all wetlands, playas,
oo ) . 200 feet or more, but less than 1000 feet (10 points)
irrigation canals, ditches, and perennial and ephemeral watercourses. )
DDO 1000 feet or more ( 0 points) Q .
Ranking Score (Total Points) O
If this is a pit closure: (1) attacha diagramof the facility showingthe pit’s relationshipto other equipment and tanks. (2) Indicate disposal location (check the onsite box if
your are burying in place) onsite[ ] offsite [] If offsite, name of facility (3) Attach a general descriptionof remedial action taken including
remediationstart date and end date. (4) Groundwaterencountered: No [} Yes [] If yes, show depth below ground surface ft and attachsampleresults. (5)

Attachsoil sample results and a diagram of sample locations and excavations.

Additional Comments

JAN 2 4 7008

S e

OBES UCD

T hereby certify that the informationabove 1s true and complete to the best of my knowledgeand belief. I further certify that the above-described pit or below-gradetank has

been/will be constructed or closedaccording to NMOCD guidelines(X], a general permig [, or an (attac d)alternatlveOCD- pprovedplan [].
Date. 01/21/2008

Printed Name/Title Shay Stricklin Regulatory Tech. Sigfature

Your certificationand NMOCD approval of this application/closuredoes not relieve the operator of liabi duld the contents of the pit or tank contaminateground water or
otherwise endanger public health or the environment. Nor does 1t relieve the operator of its responsibilit
regulations

~ <
Approval: .
Printed Name/Title CHR1S WILL) AmMS '/D/J//, SU A Signature % %M Date. .3//91//0/
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

. OPERATING AGREEMENT
THIS AGREEMENT, eatered into by and between ___Sumson Resources Compuny

N I maftrr destionated lnd
referred to s “Openator™, and the signatory party or parties other than Operator, sometimes hercinafter referred to individually hercin
as “Non-Operator™, and collectively as “Non-Operators™,

WITNESSETH:

WHEREAS, the parties to this agreement are owners of oil and gas leascs and/or oil and gas interests in the land identified in
Exhibit “A™, and the partics hereso have reached an sgreement to explore and develop these leases and/or off and ges interests for the

production of oil and gas to the extent and as hereinafier provided,
NOW, THEREFORE. it is agreed as follows.
ARTICLE I
DEFINITIONS

As used in this agreement, the following words and termns shal! have the meanings herc ascribed 10 them:

A. The torm “oil and gas™ shall mean oil, gas, head gas, gas d and all other liquid or gaseous hydrocarbons
and other produced th jth, unicss an intent to fimit the inclusiveness of this tenm is specifically stated.

B. The terms “oil and gas lease™, “lease” and “leaschold” shall mean the oil and gas leascs covering tracts of land
lying within the Contract Area which are owned by the parties 10 this agreement,

C. The term “oil and gas interests” shall mean unleased fee and mineral interests in tracts of land lying within the
Contract Area which are owned by partics to this agreement.

D. The term “Contract Arca™ shall mean atl of the lands, oit and gas leaschold interests and oil and gas interests intended to be
developed and operated for oil and gas purposcs under this agreement. Such lands, oil and gas leaschold ierests and oil and gas imerests
are described in Exhibit “A™,

E. The tenm “drilhng unit” shall mesn the area fixed for the driling of one well by order or rule of any state or
federal body having authority. If a drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling it as establish-
od by the pattern of drilling in the Contract Arca or as fixed by express agresment of the Dnalling Partics.

F. The term “drillsite” shall mean the oil and ges leasc of interest on which a proposed well is o be located.

G. The terms “Drilling Party” and “Consenting Party” shall mean 2 party who agrees to join i and pay 1ts share of the cost of

any openation conducted under the provisions of this egreement. .
H. The terms “Now-Drilling Pary” and “Non-Conscnting Pasty™, shall mean 2 party who clects not to participate
in a proposed opevation.
Unless the context otherwisc clearly indicates, words used in the singular include the plural, the plural includes the
singular, and the neuter gender includes the line and the
ARTICLE 1.
EXHIBITS

The following exhibits, as indicated below and hed hereto, arc incorporated in and made a part hercof:

F A, Exhibit A", shall include the following information:

(1} Identification of lands subject to this agreement,

(2) Restrictions, if any, as to depths, formations, or substances,

3) F ges or fractional i of parties {0 this agreement,

(4) Oil and gas leases and/or oii and gas interests subject to this agrocment,

(5) Addresses of parties for notice purposes.
B. Exhibit “B™, Form of Lease
C. Exhibit "C™, Accounting Procedure.
D. Exhibit "D, Insurance.
E. Exhibrt “E", Gas Balancing Agreement.
F. Exhibit "F”, Non-Discrimination and Certification of Non-Segregated Facilities,
G. Exhibit “G", Tax Partership.
If any provision of any exhibit, except Exhibits “E" and ™G", is inconsistent with any provision conwined in the body
of this agreement, the provisions in the body of this agreement shall prevail,

OonDER8&0
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1 ARTICLE 1L

2 INTERESTS OF PARTIES

3

4 A. Oil and Gas Interests:

5

3 If any parly owns an oil and gas interest in the Contract Area, that interest shall be treated for all purposes of this agreement
7 and during the term hereof as if it were covered by the form of oil and gas Icase atuached hereto as Exhibit “B”, and the owner thereol
8 shall bo deemed to own both the royalty interest rescrved iw such Jease ang the mnterest of the lessee thereunder.

9
10 B. Interests of Parties in Costs and Production:

]

12 Unless changed by other provisions, all costs and liabilities i d in op under this ag shall be borne and

13 paid, and all equipment and materials acquired in operations on the Contract Area shall be owned, by the parties s their interests are set
14 forth in Exhibit “A", In the ssms mannes, the parties shall also own all production of oil and gas from the Contract Area subject fo the

15 payment of royalties to the sxtent of each payty’s respective oil and pey leases wubject to this sgrerment  which shall be borne es
16 hereinafter set forth.

18 Regardiess of which party has contributed the lease(s) and/or o] and gas interest(s) horeto on which royalty is due and
19 payable, each party entitled to receive a share of production of oil and ges from the Contract Area shall bear and shall pay or deliver, or
20 cause to be paid or delivered, to the extent of its interest in such production, the royahy amount stipulated hereinabove and shall hold the
21 other paruies free from any liability therefor. No party shall ever be responsible, however, on a price basis higher than the price received
22 by such party, to any other party’s lessor or royalty owner, and if any such other party's lessor or royalty owner should demand and
23 receive settlement on a higher price basis, the party contributing the affected lease shall bear the additional royalty burden attributable 1o
24 such higher price.

25

26 Nothing contained in this Article LB, shall be dezmed an assi or j of i covered hereby,

27

28 C. Excess Royalties, Overriding Royaltles and Other Payments:

29

30 Unless changed by other provisions, if ¢he interest of any party in any lease covered hereby is subject to any royalty,
31 iding voyalty, production | or other burden on production in excess of the amount stipulated in Atticle LILB., such party so

32 burdened shall assume and alone bear all such excess oblig: and shall indemnify and hold the other pasties hereto harmless from any
33 and all claims and demands for payment asserted by owners of such excess burden.

34
35 D.  Sabsequently Created Interests;
36 '

b nt to thi te of this -
37. i ‘)l a#yqn;antyos‘meuﬂ ﬁ:reagcrnglrgt??n!’ovmding soyalty, production payment or other burden payable out of production
33 ibutable to its working interest hy der, or if such a burden existed pror to this agreement and is not set forth in Exhibit “A™, or

39 was not disclosed in writing to all other parties prior lo the execution of this agreement by all parties, or is not a jointly acknowledged and
40 accepted obligation of all parties (any such imerest being hercinafter referred to as “subsequently created interest™ imrespective of the
41 timing of its creation and the pasty out of whose warking interest the subsequently created interest is derived being hereinafier referred
42 to as “burdened party™), and:

43 .

4 I.  If the burdened party is required under this ag 1o assign or relmquish to any other pasty, or parties, all or a portion
45 of its working interest and/or the production attributable thereto, said other pasty, or parties, shall receive said assignment and/or
46 production free and clear of said subsequently created interest and the burdened party shall indemmufy and save said other party,
47 or parties, harmless from any end all claims and demands for payment asserted by owners of the subsequently created interest;
48 angd,

49

50 2. If the burdened party fails to pay, when due, its share of exp 1 le h der, all provisions of Atticle VIIB. shall be
51 . forceable against the subsequently created interest in the same manner as they are enforceable against the working interest of
52 the burdened party.

53 .

54 ARTICLE TV,

55 TITLES

56

57 A. Title Examination:

58

59 Title examination shall b¢ madc on the drillsite of any proposed well pnor o commencement of drilling operations of, if

60 the Dnlling Partics so request, title exammination shall be made on the leases and/or oil and gas interests included, or planned to be includ-
6) ed, in the drilling unit around such well. The opinion will include the ownership of the working interest, minerals, royalty, overriding
62 Toyalty and production p under the applicable leases, At the time a well is proposed, each party contributing leases and/or 0l and
63 gas interests to the drillsite, or to be included in such drifling wnit, shall furish to Operator all abstracts {including federal ease status
64 reports), title opinions, title papers and curative matenal in its possession free of charge. All such infi ion not in the p ion of or
65 made available to Operator by the parties, but necessary for the examination of the title, shall be oblained by Operatar. Operator shall
66 cause title to be examined by attorneys on its saff or by owtside attorneys, Copies of all title opinions shall be fumished to cach party
67 hereto, The cost incurred by Operator in this title program shall be borne as follows: '

68
69 O Qption No, 1; Costs incurred by Operator in procuring abstracts and title examination (iucluding ,proliminary, supph 1
70 shut-in gas royalty opinions and division order title opinions) shall be a part of the administrative overhead as provided in Exhibit *C™,

and shall not be a direct charge, whether performed by Operator’s staff attomeys or by cutside attomeys.

-2.
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ARTICLE IV
continued

1 ©&  Qptign No, 2; Costs incurred by Operator in p ing at and, ronsheets and all other d needed Jo preparation of
2 and field Jandmen
3 ftitle ion and the q curing of title defects; fees paid outside attomeys / for the preparation of utle examination
4 and subsequent curing of title defects
5 (includi liminary, suppl 1, shut-in gas royalty opinions and division order title opinions ) / shall be borne by the Drilling Parties
§ inthe pmpomon that the intersst of each Drilling Party bears to the total interest of all Drilling Parties as such interests appear in Ex-
7 hibit “A". Operator shall make no charge for services dered by its stefl or other p $ in the perfi of the above

g functions. However, costs incurred by Operator for use of outslde attorneys in protecting the rights of unit at the State Regulatory
¢ Commisslon may be charged to the joint account.

10

1 Each party shall be responsible for securing curative matter and pooling d or quired in

{2 With leases or ol and gas interests contributed by such party. Operator shall be responsible for the proparation and ding of pooling
{3 designatons or declaranions as well as the conduct of hearings before g | ag for the ing of spacing or pooling orders.
14 This shall cot prevent any party from appearing on its own behalf at any such hearing.

15 "

16 No well shall be drilled on the Contract Arca until after (1) the title to the drilisite or drilling unit has been cxamined as above

17 provided, and {2) the title has been approved by the examining attorney or title has been accepted by all of the parties who are to par-
18 ticipate in the drilling of the well.

19

o0 B. Lossof Tide:

21

22 1, Feilure of Tide; Should any oil and gas interest or lease, or interest therein, be lost through faiture of tide, which loss results ina

23 reduction of interest from that shown on Exhibit “A™, the party contributing the sffected lease or interest shall have ninety (90) days
o4 from final determination of titte failure 10 acquire a new lease or other instrument curing the entirety of the tile failure, which acquisi-

25 tion will not be subject to Article VIILB., and failing to do so, this agy heless, shall inue in force 8s to all remaining oil
26 and gas leases and interests: and,
27 (8) The party whosc oil and gas leasc of interest is affected by the title failure shall bear alone the entire loss and it shall not be

28 ontitled fo recover from Operator or the other parties any development or operating costs which it may have theretofore paid or inourred,
29 bui there shatl be no additional liability on its part to the other parties hereto by reason of such title failure;

30 (b) There shall be no ive of cxp incurred or reccived from the operation of the wterest which has
31 bmmbmlhcwaestsofﬂwpaﬂsshallbewwsedonanncxugebms.nsoflhaumenlsdaammedﬁmﬂyﬁmmlefnmhsm-
33 cumred, so that the interest of the party whose lease or interest 15 affected by the ntle failure will thereaiter be reduced in the Contract
33 Arca by the amount of the intorest lost:

34 (o) If the proportionate interest of the other partics hereto in any producing well therctofore dnlled on the Contract Area is
3 increased by reason of the title faiture, the party whose title has failed shall receive the p d ibutable to the § in such in-
36 terest (less costs and burdens attributable thereto) until it has been reimbursed for unrecovered costs paid by it in connection with sush
37 welk

38 (d) Should any person not a party to this agreement, who is determined to be the owner of any interest i the title which has
39 fatled, pay in any maoner any part of the cost of operation, d P or equip such amount shall be paid to the party or partics
40 ‘Who bore the costs which are so refunded;

a1 (e) Any lability 1o account to a third party for prior production of oil and gas which arises by reason of title failurc shall be
42 bome by the party or parties whose tile failed in the same proportions in which they shared in such prior production; and,

43 {f) No charge shall be made to the joint account for legal expenscs, fees or salaries, in connection with the defense of the interest
44 claimed by any panty hereto, it being the intention of the parties hereo that each shall defend title to its Interest and bear all expensss in
45 conncction therewith.

47 2. Lows by Nog-Puvment or Ervoneous Paymien( of Amoget Hue: Ifl-through mistake or oversight, eny rental, shut-in well
43 payment, minimum royalty or royalty payment, is not paid or is erroncously paid, and as 3 result a lease or interest therein terminates,
49 there shall be no monetary liability against the party who failed to make such payment, Unless the patty who failed to mrake the required
50 Ppayment secures a new lease covering the same interest within nincty (90) days from the discovery of the failute to make proper payment,
51 which acquisition will not be subject to Asticle VIII B, the interests of the parties shall be revised on an acreage basis, effective as of the
53 date of termimation of the fease involved, and the party who failed to make pioper payment will no longer be credited with an interest in
53 the Comtract Area on account of ownership of the lease or interest which has terminated. In the event the party who failed 10 make the
54 required peyment shall not have boen fully reimburscd, at the fime of the loss, from the procecds of the sale of oil and ges atributable to

55 the lTost imevest, calculated on an acreage basis, for the d 7 and op g costs th fore paid on sccoum of such interest, it
56 shaltbe reimbursed for unrecovered actual costs theretafore paid by it (but rot for its share of the cost of any dry hole previously drilled
57 of wells previously abandoned) from so much of the fnllowmg as is y to effect reimt

‘58 (2) Proceeds of oil and gas, less operati P fore accrued to the credit of the lost interest, on an acreags basis,

59 up tothe amount of unrecovered ::osm. .

60 {&) P ds, less op accrued attributable to the lost interest on an acreage basis, of that portion of
g1 oil and gas thereafier produced and markeled (excluding production from any wells thereafier drilled) which, in the absence of such lease
62 ination, would be astributable to the Jost interest on an screage basis, up to the amount of unrecovered costs, the procesds.of said
63 portion of the ofl and gas to be contributed by the other parties in proportion to their respective interest; and,

&4 (c) Any monies, up o the amount of unrecovered costs, that may be paid by any party who is, or becomes, the owner of the interest
65 lost, for the privilege of participating in the Contract Area oF becoming a party to this agreement.

67 3. Other Losses; All losses incumed, other than those set forth in Articles TV.B.1. and [V.B.2. sbove, shafl be joint losses
68 and shell be borae by all partics in proportion to their interests, There shall be no readjustment of interests in the remaining portion of
69 the Contract Area,
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ARTICLE V.
OPERATOR

A.  Designation and Responsibilities of Operator:

OB W N —

*

- Saseson Kessurees Company : shall be the
7 Openator of the Contract Ares, and shall conduct and direct and have full control of all operations on the Contract Area as permitted and
8 required by, and within the Bmits of this agroement 1t shall conduct all such operations in a good and woskmanlike manner, but it shall
9 have no liability as Operator 1o the other parties for losses ined or Habilities b d, except such as may result from gross
14 1 or willful
11

12 B.  Resignation or Removal of Operator and Selection of Successor:

4 1. Resignation or Removal of Operator. Operator may resign at auy time by giving written notice thereof to Non-Opevators.
15 If Operator teminates its legal existence, no longer owns an interest hereunder in the Contract Area, or is 0o longer capable of serving as
16 Operator, Opeator shall be deemed to have resigned without any action by Non-Op except the sclection of 8 Operator
17 may be removed if it fails or refuses to carry out 1ts duties h orb insolvent, ¢ pt or is placed in recefvership, by the
18 affirmstive vote of two (2) or mors Nor-Operators owning a majority interest based on ownership as shown on Exhibit “A™ remaining
19 after excluding the voting interest of Operator, Such resigaation or removal shall not become effective until 7:00 o'clock AM. on the
first day of the calendar month following the expiration of ninety (90) days after the giving of notice of resignation by Operator or action
by the Non-Operators to remove Operator, unless a successor Operator has been selected and assumes the duties of Operator at an earfier
date. Operator, after cffective date of resignation or removal, shall be bound by the terms hereof as a Non-Operator. A changa of a ‘cor-
porate mams or structure of Operator or transfer of Operator's interest 1o any single subsidiary, parent or poration shall not
be the basis for removal of Operator.

2. Selection of Successor Qperator;  Upon the resignation or removal of Operator, 8 svccessor Operator shall be selected by
the partics. The successor Operator shall be selected from the parties owning an interest in the Contract Area at the time such successor
Operator is selected. The successor Openator shall be selected by the affirmative vote of two (2) o more parties owning a majority interost
based on ownership as shown on Exhibit “A”; provided, however, If an Operator which has been removed fails to vote or votes only 10
succoed itself, the successor Operator shall be selected by the affirmative vote of two (2) or more partics owning a majority interest based
31 on ownership us shown on Exkibit “A™ remaining after excluding the voting interest of the Operator that was removed.

33 C. Employees:

34

35 The nomber of employees used by Operator in conducting operations b dor, their sclection, and the hours of labor and the
36 ipensation for services performed shall be d ined by Operator, and all such employees shell be the employees of Operator.

37

38 D. Drilling Contracts;

39

40 All wells dritled on the Contract Area shall be drilled on a competitive contract basis at the usual rates provalling in the area, If it so
41 desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges lhwnforshal_fnoteweed!hep;cvaiﬁng
42 mtes in the arca and the rato of such charges shall be agreed upon by the pastics in writing before drilling opecations are commenced, and
43 such work shall be performed by Operator under the same terms and conditions as are customary and usual in the arez in contracts of in-
44 depend who re doing work of a similar nature, .

49 ARTICLE VL
50 B DRILLING AND DEVELOPMENT

Oin-cr batyremids dav-oL. Dvvarmtne-shall tha-dedling efawell-far
5 Y -4 ity heni u:&g

60 ad-shu-shorents ipuesue-iitling o tho-well-withedue ditigmss-4o

e i & o
-5 3 Hand

69 pua-in-quantitve-malirest4o—tost i oo-this-ogs ~whul-bo-tadted-in-i-applieat o-gpeoiiie-f & dore-r-which

. "
* Except as to the SW/4 of Sec. 4-215-35E, which shall be operated
by Chesapeake Exploration, L.L.C.(see Article XV.B,)
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B.  Subsequent Operations:

1. Proposed Operations; Shoul any party hereto desire to dnll any well on the Contract Area other than the well provided
for in Article VLA, or to wwurk, deepen or plug back & dry hole drilled at the joint expense of all parties or 8 well jointly owned by all

the partis -net-ihon-p £-ipaying-gquanities, the party desiring to drill, rework, deepen or plug back such a well shal‘l give the
other pastics written muce of the proposed operation, spcclfymg, the work 1o be performed, the location, proposcd depth, objective forma-
tion and the esti d cost of the operation. The parties mcclvmg such a notice shall have thirty (30) days after mcipt of the notice

within which to notify the party wishing to do the wotk whether they elect to participate in the cost of the proposed operation. I & drill-
g rig is on location, notice of a proposal to rewark, plug back or drill decper may be given by telephone and the response pesiod shall be
limited to forty-cight (48) hours, &xclusive of Saturday, Sunday, and legal holidays. Failure of a party recciving such notice 1o reply within
the period above fixed shall constimite an clection by that pmy ot to participate in the cost of the pmposed operation. Any motice or

Notwi mull thz foregolin hi:h!u: revieusly
F?“F%T?n@;y’%’;e‘aauﬁavﬂﬁcu‘;vdl“:i"l(:)'::; h‘ (iir‘mauon !)‘,‘I In(erv 'i 'v'vil‘:i‘fl’l such party ﬂ'ﬁ’?ﬁinquﬁi‘éﬁ"m

Ifalk parties elect to participate in such a proposed operation, Opevator shall, within nincty (90) days after expiration of the notice
penod of thirty (30) days (or ss promptly as possible after the of the forty-eight (48) hour period when a drifling rig is on loca-
tion, as the case may be), actually commence the proposed operalion and complete it with duc diligence at the risk and expense of all par-
ties hemo provided, however, said commencement date may be extended upon written notice of same by Operator to the other partics,
fora pcnod of up to thitty (30) additonal days if, i the sole opmion of Operator, such additional time is mmbly necessary 1o cbin
permits from govemnmental authorities, surface rights (including rights-of-way) or appropriate drilling equip or to plete title ex-
amination or curative matter required for title approval or Notwithstanding the force maj provisions of Article Xi, if the
actual operation has not been commenced within the time prvvnded (including any extension thereof as specifically permitted herein) and
if any party hereto still desires to conduct szid operation, written notice proposing same must be resubmitted to the other partics in accor-
dance with the provisions hereof as if no prior proposal had been made.

2. Operations by Less than All Parties: If any party recciving such notice as provided in Article VI.B.1. or VILD.I. (Option
No. 2) elects not 1o panicipate in the proposed operation, then, m onder to be entitled to the benefits of this Article, the party or partics
giving the Totice and such other parties as shall elect to participate in the operation shall, within runcty (90) days afer the expiration of
the notice penod of thirty (30) days (or as promptly as possible after the expiration of the forty-cight (48) hour period when a drilling rig is

on focation, as the case may be) actually the d ion and complete it with due diligence. Operator shall perform all

work for the account of the C ing Parties, provided, , if no drilling rig or other equipment is on Jocation, and if Opesator is
2 Non-Consenting Party, the Consenting Partics shall either: (a) request Operator to perform the work required by such proposed opera-
3%?,_ for the account of the Consenting Partics, or (b) designate one (1) of the Consenting Partics as Interim Opcrator to perform such work.

senting Parties, when conducting operations on the Contract Area pursuant to this Article VLB.2., shall comply with alt terms and con-

itions, of thi hould option {b) b d f th P: Interim Operat n the da.
o s T, L o D b e e i bacifion as Oprator for toc Jolnt accomnt, o P ¥

If Jess than all parties appi any proposed operation, the proposing party, diately after the exp of the applicabl
notice period, shell advisc the Consenting Parties of th total interest of the parties approving such operation snd its recommendation as
to whether the Cansenting Patties should proceed with the operation as proposed. Each Ci ing Party, within forty-eight (48) hours

(exelusive of Saturday, Sunday and legal holidays) after receipt of such nélicc, shall advise the proposing party of its desire to (a) limit par-
ticipation to such party's intercst as shown on Exhibit “A” or (b) camy its proportionate past of Non-Consenting Parties® interests, and
failure to advise the proposing party shall be desmed an clection under (a)‘ Ip the event a drilling rig is on location, the time permitted for
such a response shall not exceed a total of forty-eight (48) hours c;c ls‘:‘f"esm'.miay. Sunday and legal holidays). The proposmg party,

at its election, may withdraw such proposal «f there is insufficicnt participation and shall promptly notify all parties of such decision.

The entire cost and risk of conducting such operations shall be bome by the Consenting Paties in the proportions they have
elected to bear same under the terms of the p ing paragraph. C ing Parties shall keep the leasehold estates involved in such

operations free and clear of all tiens and cncumbrances of every kind created by or arising from the operations of the Consenting Partics.
1f such an opcretion rosults in a dxy hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their

vided, h h
%tcr%sc ng:P e heli 2t :g-:i‘ s, ‘.‘x‘-&"‘ﬁ:ﬁ"g‘c "h oﬁi:‘i‘?g&%’“ﬂf{" ‘o ’"m”"““"' ‘""«Y’ :&5’:‘: '}
palan &. fote Pagend Bak sk She provisions %‘%’%.s" et RS Gane
duccr of oil nndlor gas in paying quantiti ing Parties shall complete and equip the well to produce at their sole cost and nsk.




A.APL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVI.
MISCELLANEOUS

Thisagleanemslmlibcbindinguponmdshﬂ inure to the benefit of the partics hervto and to their respective hedvs, devisees,
lepal representatives, successoss and assigns

This instrument may be exoouted in any number of countesparts, cach of which shall be considered an original for sl purposes.

9 IN WITNESS WHEREOF, this agreemens shall be effectiveas of __L§t dayof April.ean 2007

Ry

0 = bW N -

Beasarse Comman , who bas prepared and circulated this form for i and that the form
12 was printed flom with the exception listed below, is identical to the AAPL Form 610-1982 Mode] Form Opemsting Agreement, as
13 published in diskette form by Forms On-A-Disk, Inc. No changes, alterations, or modifications, other than those in Asticles MB.D:

K IVAIVEARCE VDD, VITLE G X1, X0, X110, XIV, have been made to the form.

16 OPERATOR

13 Samsou Resources Company

NON-OPERATORS

2 Chesapeake Exploration, L.L.C.

39 Kalser-Francls Oll Company

“ Mewbourne Oil Company

-15.



A-APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVL
MISCELLANEOUS

IN WITNESS WHEREOF, this agreement shall be effective as of day of » (year)

- . .14 ' have been made to the form.

OPERATOR

Samion Resources Company

NON-OPERATORS

cxm;..ke Mrnﬂoaﬁ/m’ ;

Katser-Francis Off Company

Moewbourae O} Company

-15.



A.APL. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE X V1.
MISCELLANEOUS

1

2

3

4 Tﬁ:-mmlNbindl.n;upanlndsbllllmmloUbebﬂ\cﬁln{lhepmiuhmudlalhmmﬁvchdmd:vim_
5 legal fepresenianves, succonsors and ataigns.

3

7 Thi.lmumlmybcnmdhmynumbwofwmpm,uchnlwhkhlnllhenonddnvduodp’nlfoullpurpxn

]

9

TN WITNESS WHEREOF, ihs agrecmient shall bo cffecove as of day of. yean)

13} Sameex B Com

wbohsmvdmmdllaim;fomfar«mdo&mpmadmmlhfhm
12 e ptintod from and with the exception hsted betow, h-dennullulheAAPLFurmﬁlﬂlmMndanmnﬂpum;Amu
13 published in diskette fovm by Forma OneA-Di -Disk, Inc Nuehngegl)lmonl.nrmodnﬁmlom other than those in Astcles___[ITRAD;
14 : . H bxve beon oode 10 the form
15

OPERATOR

18 Samion Resourses Company

NON-OPERATORS

u Chteapenke Exploration, L.L.C,

?? /Q.J (,Dm_z;fﬂ

- -tr-Frtmk Ol Company (.

_

“ B Mewbourne Oll Company

<15~



A.APL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

3,
\

! ARTICLE XV1.
2 MISCELLANEOUS
3 .
4 malwnmlshnﬂbebm‘uponudshnlll'nulewmebcneﬁtofmcpuﬁeshauomdlndm'rmspwﬁvebdrs,deﬁm
5 umnmmmmnmmnumnﬂmwm
6
7 This instrument may be exocoted in any nurmber of counterparts, each of which shall be considered an original for all purposes,
3
9 IN WITNESS WHEREQF, this agreement stwall be effechive as of day of + (year)
10
n who bas propered and circulated this form for jon, and that the form

12 was printed from aed with the exception listed below, is identical to the AAPL Form 6101982 Model Form Operating Agteement, os
13 published in diskette form by Forms On-A-Disk, Inc. No changes, alterations, or modifications, ofher than those in Attickes___ IR D;

14 _.memwgac-m XI1 XEEL XBY, have been made to the form.
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17

18 R Samson Resources Company

19

20

21

22
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25
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28
25
30
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32
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59
60
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64
65
66
67
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OPERATOR

Oll Company

ewbourne Ofl Company
James Allen Brinson
Attorney-In~Fact
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EXHIBIT “A”

Attached to and made a part of that certain Operating Agreement dated April 1, 2007, by and
between SAMSON RESOURCES COMPANY, as Operator, and Chesapeake Exploration,
L.L.C., et al, as Non-Operators.

I. CONTRACT AREA: Lots 9-16 and the S/2 of Section 4, T21S, R35E, NMPM, Lea
County, New Mexico, containing 640 acres, more or less, as to all depths.

II. RESTRICTIONS: None

11 INTERESTS AND ADDRESSES OF PARTIES TO THIS AGREEMENT:

The parties to this agreement shall have the interests as shown below in a well.

SE/4 SW/4 NE/4 NwW/4

Samson Resources Company 0.40000 0.40000 0.53125 0.79375
200 North Loraine, Suite 1010
Midland, Texas 79705

Chesapeake Exploration, L.L.C. 0.28000 0.40000 0.14875 0.09625
P.0O. Box 18496 '
Oklahoma City, Oklahoma 73154

| Kaiser-Francis Oil Company 0.28000 0.16000 0.28000 0.09500
i P.O. Box 2101

| Tulsa, Oklahoma 74101 «

Mewbourne Oil Company 004000 0.04000 0.04000 0.01500

] 500 West Texas, Suite 1020 |
| Midland, Texas 79705 |

{ TOTAL 1.00000 1.00000 | 1.00000 1.00000

IV.  OIL AND GAS LEASES SUBECT TO THIS AGREEMENT:
Lease contributed by Samson Resources Company:

Oil and Gas Lease dated May 1, 2004, from the State of New Mexico, (State
Lease No. VO7054), as Lessor to Samson Resources Co., as Lessee covering
Lots 9-16 of Section 4, T218, R3SE, NMPM, Lea County, New Mexico,
containing 320 acres, more or less.

Lease contributed by Chesapeake Exploration, L.L.C.:

Oil and Gas Lease dated May 1, 2004, from the State of New Mexico, (State
Lease No. VO7063), as Lessor to Rubicon Oil & Gas I, LP, as Lessee
covering the SW/4 of Section 4, T21S, R35E, NMPM, Lea County, New
Mexico, containing 160 acres, more or less.

Lease contributed by Samson Resources Company, Kaiser-Francis Oil Company
and Mewbourne Oil Company:

Oil and Gas Lease dated December 19, 1932, from the State of New
Mexico, (Statc Lease No. B-1481), as Lessor to Empire Gas and Fuel
Company, as Lessee, INSOFAR AND ONLY INSOFAR as said lease
covers the SE/4 of Section 4, T21S, R35E, NMPM, Lea County, New
Mexico, containing 160 acres, more or less.
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%% This message was sent with high importance.

The sender of this message has requested a read receipt. Click here to send a receipt.
Mull, Donna, EMNRD

From: Altomare, Mikal, EMNRD

Sent: Tue 3/4/2008 10:51 AM

To: Greg Steele

Cc: Mull, Donna, EMNRD; Macquesten, Gail, EMNRD; Phillips, Dorothy, EMNRD; Swazo, Sonny, EMNRD
Subject: Chesapeake compliance issues

Attachments:

Mr. Steele-

! have reviewed the bonds that you sent that | understand you are sending overnight.
Everything looks to be in order, and I anticipate that when we receive them and they are
officially reviewed for acceptance by the Division that they will be accepted. On this basis, |
have instructed Donna at the district office to presume that Chesapeake will be in compliance
with financial assurance requirements within the next day or so, and to therefore consider it as
such for purposes of the pending applications on her desk today. In other words, she will be
able to go ahead and approve the pending APDs. Please understand, however, that
Chesapeake will technically be considered to be in violation of Rule 40 in terms of financial
assurance requirements (i.e. the “y” will not be removed from the “in violation” column on
the OCD online system) until the original bonds are received, reviewed and accepted by the

Division here in Santa Fe.

In addiition to the financial assurance issue, however, Chesapeake is also in violation of Rule
40 because it has an excessive number of inactive wells. | am showing a total of 17 inactive
wells, which, for an operator the size of Chesapeake, is 7 in excess of the maximum before
becoming in violation of Rule 40. As a result, Chesapeake's operations and applications will
still be impacted if these inactive wells are not addressed. In particular, under the Rules, the
Division must deny requests for allowables and authority to transport/inject when an operator
is in violation of Rule 40 due to inactive wells. Thus, any pending such requests you might
have with the District office will not be approved at this time.

You may be eligible for an Inactive well agreed compliance order. To discuss whether
Chespeake is eligible for this, and to find out more about what you can do to resolve this
situation, you might want to contact OCD attorney Sonny Swazo. His contact information is
sonny.swazo@state.nm.us or 505.476.3463.

https://webmail .state.nm.us/exchange/dmull/Inbox/Chesapeake%20compliance%20issues.E...  3/4/2008
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! hope this information is helpful.
Sincerely,

Mikal Altomare

‘»E«‘L : Mikal M. Altomare
Assistant General Counsel
Oil Conservation Division
Energy, Minerals & Natural Resources Department
1220 South St. Francis Drive
Santa Fe, NM 87505
Tel 505.476.3480 ~ Fax 505.476.3462

mikal.altomare@state.nm.us

CONFIDENTIAL - Thus transmussion comams confidoniial formeation subject to the attorney chient and/or attomoy work product privilege. It s
mtended solely for the use of tho mtended recpient. Use or dissemmanon of the information horain contanad by any othor parson is strictly
profubured. I you have recowed tis e-maif in error, pleasc snmediatoly adviso the sender.

From: Greg Steele [mailto:greg.steele@chk.com]
Sent: Tuesday, March 04, 2008 10:06 AM

To: Altomare, Mikal, EMNRD

Subject: Chesapeake Bonds

As per our conversation please find attached fully executed copies of the required bonds. Please let me know
when the Hobbs office has been notified. If you need anything else please don’t hesitate to call or e-mail.
Thanks for your help!

Thanks,

<<6516568.PDF>> <<6516570.PDF>> <<6516569.PDF>>
Gregory Steele

Risk Management Analyst

Chesapeake Energy Corporation

Phone: 405-879-8493

https://webmail.state.nm.us/exchange/dmull/Inbox/Chesapeake%20compliance%20issues.E... 3/4/2008
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Fax: 405-879-9576
E-Mail:Greg.Steele@chk.com

~

Tris email {and altackmaris if any) s mtendeda only for tho wee of the indhvicual or ent ty 1o whieh it 1s addressed, and may contan nformation that s
priviteged, confidential and exempt from disclosare under appacable law If the reade” of thus emad 1s not the miended recypent or the employse o
agurt rasponsiole for delivenng th s message to e nended recpienr, you are hereby nobliod that any dissemination, distribution or copying of thes
coryunication ¢ strictly prohinited it you have receved tis commiurcation in error please notly the senaer mmediately by retum emad and
destroy 21 copies of the eman (and attachments of any)

This inbound email has been scanned by the MessageLabs Email Security System.
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