
District 1 
1625 N. French Dr., Hobbs, NM 88240 
District H 
811 South First, Artesia, NM 88210 
District UI 
1000 Rio Brazos Road, Aztec, NM 87410 
District IV 
1220 S. St. Francis Dr., Santa Fe, NM 87504 

State of New Mexico 
Energy Minerals and Natural Resources 

Oil Conservation Division 
1220 South St. Francis Dr. 

Santa Fe, NM 87504 

Form C-104A 
August I t , 2000 

Submit 1 copy of the f ina l affected wells 
list along with 2 copies of this form per 

number of wells on that list to 
appropriate District Office 

Change of Operator 

Previous Operator Information: 

147179 OGRID: _ 
Name: Chesapeake Operating, Tne. 

Address: p. p. Box 18496 
Address: 

New Operator Information: 

Effective Date: n?/m /n? 
New Ogrid: 
New Name: 

Address: P. 0. -.Box 682 
Address: 

DKD, L.L.C. 

City, State, Zip: Oklahoma Ci ty , 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 anckttsmplete to me best of my knowledge and belief. 
New Operator { > j 

Signature: 

Printed name: A / * / t f / rf. / J / f t T T g V ' 

Title: e j " . 

Date: f / / / O 2. Phone: ( f a r ) 3 <> %> - 3 V? O 

Previous operator complete below: NMOCD Approval 

Previous 
Operator Chesapeake Operating, Inc. Signature: j 
Previous Printed j 
OGRID: 147179 Name: I 

Signature: / O ^ a ^ A a . District 

P r i n t e d , " ^ / V 
Name- Douglas J . Jacob son Date: j 

S r . V i c e P r e s . - Acq . & D i v e s t . 

BEFORE THE OIL CONSERVATION 
DIVISION 

Santa Fe, New Mexico 
Exhibit No. K 

Case No. 13293 
Submitted by: DKD. L. L.C. 



21854 

ASSIGNMENT, BILL OF SALE AND CONVEYANCE 

STATE OF NEW MEXICO ) *• L 4 . 3 6 4 5 
) SS: 

COUNTY OF LEA ) 

This Assignment, Bill 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.O. 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) All of Assignors' undivided right, title and interest (including all working interests, 
net revenue interests, farmout or farmin rights, royalty, overriding royalty or other 
non-working or carried interests, operating rights and other mineral rights of 
every nature) in and to the Oil, Gas and Mineral (or Oil and Gas) Leases 
described in Exhibit "A" attached hereto and made a part hereof, as extended or 
amended (hereinafter referred to as the "Leases"), insofar as such Leases cover 
the lands described in such Exhibit. 

(2) All 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, title 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 pooled 
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 
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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, 
compressors and other equipment, pipelines, powerlines, telephone and 
telegraph lines, transportation and communication facilities, 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: 

L4 36 4 5 
7) All rights, obligations, liabilities and responsibilities as to gas imbalances, if any, 

attributable to the Properties as ofthe 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 ail rights: 
titles, 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 entitled 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; (iii) Assignors shall 
be entitled to receive all revenues attributable to oil, gas or hydrocarbons produced from 
the Interests prior to the Effective Time; and (tv) 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. 

THSS 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 
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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 _ 
effective for all purposes as of 

ASSIGNORS: 

CHESAPEAKE OPERATING, INC. 

dav of { V \ a j A ( ^ 
f the Effective Time! ' J ) 

2002, but 

Henry J. Hood, Presiderrt-LantTand Legal 

••L436 45 

CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP 

Henry J. liao^dCSefifor Vice<£[resjder1t-Land and Legal 
of Chesapeake Operating, Inc., General Partner 

SAPEAKE INVESTMENTS 

McClendon, Sole General Partner 

TLW INVESTMENTS INC. 

Tom. L. Ward, President 

NORTHPORT PRODUCTION COMPANY 

Robert a. Hefner, NfP'resident 

A N S O I ^ ^ E R G ^ C ^ ^ ^ A T ^ I O ^ 

Carl B. Anderson, President 

ASSIGNEE: 

DKD, L.L.C. 

By: A 
Title: f/?*<-<e££*/r-
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ACKNOWLEDGMENTS 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 

L436 45 

This instrument was acknowledged before me on this / day of 
f y i n ^ Y ^ 2002 by Henry J. Hood, as Senior vice President-Land and 

Legal of Chesapeake Operating, Inc., and Oklahoma corporation. 

My Commission Expires: /l/q{<9*f 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA ) 

i ( s f A L 

BRENDA CONDIT 
Canadian County 

Notary Public in and for 
State of Oklahoma , 

My commission expires / l - t - f f 

This instrument was acknowledged before me on this day of 
/ V ? ^ y y " 2002 by Henry J. Hood, as Senior Vice President-Land and Legal 
bf Chesapeake Operating, Inc., as Genera! Partner of Chesapeake Exploration Limited 
Partnership. 

My Commission Expires: 

STATE OF OKLAHOMA ) 
) 

COUNTY OF OKLAHOMA ) 

BRENDA CONDIT 
Canaoian County 

Notary Pu'r.Sc in and for 
State ol Oklahoma / 

.res 11-1-Of toy commission exsi 

' Chesapeike Investments 

My Commission Expires: 

This instrument was acknowledged before me on this < 
2002 by Aubrey K. McClendon, SQle General Partner of 

day of 

STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA 

>, GARDNER 
rd County 

NoB"- v imeinandior 
•M... JT Oklahoma 

My commM>ii;n Bcpiraa Ooe. 20,_20M. 

This instmmeniivuas^cknowledged before me on this / 
WinA X v ^ Q » ^ % T o m L Ward, President of TLW Ii 

Oklahoma c o r ^ ^ - ^ \ « 

. day of 
TLW Investments Inc., an 

My Comrnissjsn Expires, 2004 

STATE OF OK5 
" " d m i m ^ ) 

COUNTY OF OKLAHOMA ) 

This instrument was acknowledged before me on this csS?*^ day of 
(\p~~<^ 2002 by Tony Viele, President of Northport Production Company. 

My Commission Expires: 

—• JOHNF.VA1JGHAN 
Oklahoma C«"!y 

{ (SEAL) j Notary P-rod::•• v V 
Sta»dC-'-":!•-» 

^SS^Myc - r ~ . ;. J.20M. 
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STATE OF OKLAHOMA 

COUNTY OF OKLAHOMA ) L 4 3 6 4 5 

This instrument was acknowledged before me on this ± day of 
jtyltOA^ 2002 by Robert A. Hefner, IV, President of Vestige Enerpjf 

My Commission Expires: 

S T ^ Q T OKLAHOMA 
BRENDA CONDIT 
Canadian County 

Notary Public in and tor 
State of Oklahoma 

My commission expires. 

|>VoJP îsTnstruinent was acknowledged before me on this c)ZL day of 
j p ^ t V' ~ • s- -: 2002 by Carl B. Anderson, Pjesjjient of Anson Energy Corporation. 

•!0^^'^issjoft'Expires: |-<^k-,P005 SfX-JtU 

' '''0 V \ 
.) 

\ r 
.̂ /-• "Jhis-instruffient was acknowledged before me on this C) day of 
Xffijg>g-/1 V 2002 by Cbann j /?• LDQjteon oF3>fc£./-LC 

My Commission Expires: Tl j9i?£>£>5 ^A-JLA^ £tno&*^— 

rA 
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EXHIBIT "A" 

^ 4 3 6 4 5 

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, Township 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. 

Recora ft Return TD: 
Chesapeake Operating, inc. 

Oklahoma City, OK 73154 

1/5 
GC 

tt 

STATE OF NEW MEXICO 
COUNTY OF LEA 

FILED 

MAY 14 2002 /) 
.•'clock ! M 

snd recorded in Book 
Page 

CPU.; 

Melinda Hughes, Lea 

-U 
:ierk 
.DcputT 

ATTEST: 
Centî ed Oiis-lO-— 
2 0 X ^ ^ K , as true an 
the original on file in this office. 

MELINDA HUGHES, LEA COUNTY CLERK 

-Deputy 
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73C1 
LEASE NO:V04886 OOOO Application No; 

OILANDGA.SLEA.SF. 
(THxrovcry form) 

THIS AGREEMENT, dated June 0 1 , 1996. between the suit; of Ne-w Mexico. acting by and through iu commissioner of public lands, hereinaftct called the 

"lessor", and 

C H E S A P E A K E O P E R A T I N G , I N C . 

F . O . B O X 18496 

O K L A H O M A C T T Y . O K 73154-0496 

hereinafter called tbe "McDee", 

WITNESS ETII: 

Record & Return To-
Cnesapeake Operating, inc 
™, w

R a B o * 18496 
Oklahoma City, OK 73154 

WHEREAS, the lesse* has filed in Ihe office ofthe ocmmuBicewr of public lands in application fix tn oil and gas lease covering the luvdts herciniAct 
described tnd has tendered therewith the require*! first payment; tnd 

WHEREAS, all of the reeruiremcnls of law relative lo the application and ler>der h a « been duly complied with, 

THEREFORE, in coraiueralior. of the ^ H U N D R E D T W O T H O U S A N D and 00 /100 dol lars 

(S2O2,0O0.0Q), the n m being the amount of the lender above mentioned, and the further sum of S30.00 filing fee, and of the covenants and agreements 
hereinafter contained, the leaser does hereby grant, demise, lease and let unto the uid leaaee, exclusively, for the sole tnd only purpoae of exploration, 
development and production of oi! or gas (including carbon dioxide and helium), or both thereon and therefrom wilh the right to own all oil and gas so produced 
and saved therefrom and not reserved as royalty by the lessor under the terms of thil lease, together wilh righls-of.wry. casements and servitudes for pipelines, 
telephone linei. Units, power bouses. stations, gasoline plants and fixtures for producing, treating and caring for such products, and housing aj»d boarding 
employees, and any and all rights and privileges neecstary. incident lo or eoeivenicnl for the economical operation of said land, for oil and gas, with nght for such 
purposes lo the free u*c of oil. gas, casing-head gas or water from u id lands, but not from lessor's wtLcr weUs, and with the rights of removing ettScr during of 
aJW the term hereof, all and any* improvements placed or erected on the premises by the leasee, including the right to putl all casing, subject, however, Io Ihe 
covenants and conditions hcreinaJW set out, the following described land situated in the coo.nt(yX>es) of Lea, state of New Mexico, and noore particularly 
described ts follows: 

Subdiv is ions Section T w p R E C A c r c i I n s t i t u t i o n 

L O T ( S ) 11(4(1.00), 12(36.71) , 13(36.65) , W f ^ t f O O ) , 

E 2 S W 4 

t6S 36E 2J3.36 M H 

Said lands having been awarded lo lessee and designated as Tract ,Vo.V0-O-0"0 11 at public sale held by the commissioner of public lands on 

M a y 21,1996. 

To K*vt trxi to hold aaid tand, and i l l the right* af*d pruiJegca girted bcxrvTvScr, to and unto the In>« fix 2 primary term of five yc*s\ jrum the dale 
hereof, and U long thereailer u otl and gxt, or either of them, u produced in p*y»riX tjuxnlrties from aaid twvd by leaaee, subject to i l l of the tenra arvd conditions 
u hcr<iruilacr act forth. 

In conaidcrntioo of the premise* the parties coctvowit and a$ree t i followx: 

1, Subject Lo the free UM without royally, ut hereinbefore provided, the lecae? tiult p*y the Ieaaor ax royihy ocve-wxih part of the oil produced and 
aaved. from the le*a*d premLn=j or lh* auh value thereof, at the option ofthe Vcuor, ructi YVIUC to tx the pnet prevailing the i t y oil l i run in«o * prpctine, if the oil 
He run into i pipeline tot mto ttocivge Unkt, i f the oil u ftoced. 

2. Subject to Che free uae without royalty, ai .Serein be fore provide*!, at the option of the lessor i l any Lime and from time to lime, the Icstsee shall pay 
ihe lessor t i royxhy oew~*ixth part ofthe gx* produced tndttved from the lewed prcmi*^ including casing.heid pa. Unlcu wid option if cixrcUcd by ICMOT, 
the leasee shall pay the lessor u ro^Tbity ooc-«)Cth of the cash value of Sh*r p j , ipcludirrg c*3tj.g-he*d ^xs, produced trvd t*ved from the lexied premise! md 
marketed or uLiltJxd, vuch val\« to be *cpul to the net proceed* derived from the wte &f such gai in the field; provid-ed, however, the exsh viluc foe royahy 
purpoaea of carbon dioxide g*J and of Jrydrocarboo gai ddiverfd lo a pattstinff plant far extraction of liquid hydrocarboft* thtll be e-qu») lo the net proceeds 
derived from theaaie o f such g*a, inchtding arty liquid hydrocarbons recovered thet t f j 001 
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S'rtwhiwtandirtf the foregoing provu'iona, the lewor m i y require Lhc jMvmcnf of royalty fer nil oc «JIY |W. of Ute gaa pr educed ind w v e d urxicr Lhu VCJLK and 

maA rLed or irUJiz*d at * poce per m e t c>quau ^ rn*jdmum price being paid for pat of like V irxJ KTXJ quality tnd under like coodilionj in L\Hc same field of arc* 

or may re<Juoe the royalty vaiue of any such ga* (Vo any amount not lea. than USe.rvet^jrocerxIs of sale, thereof, in the field) i f the cornrniii ioocr of puMic lands shall 

determine wuch action lo be r w r - r a r y lo the rucceuful of»=rtli<yrt of the land* fct m\ r r gai purpoae* or lo encrxjr*gemer>i ofthe greatesl u h i m ^ u recovery of oij cw 

gaa or lo the prtrncrtion of conservation of oil or gaa or in the public intcrest. 

This lease t ru l l not expert al the end or the primary term hereof if there u • wcl lcapihlc- i f pCaucing gai in paying quantities loo ted upon s-ome part nf the lands 

embraced herein, or upon land* pooled or corrvnurjtixed herewith, sphere audi well is shut-in due to the inability of Ux lessee to obu in i pipeline connciVion or tc 

n w t e t the ga* iherefrom and if the teaaoe timely pay* an annual royaJty on or before O K annttt! rental paying dale next ensuing aflci the cjcrnralioo, of ninety day* 

from the dale said well was thuuin and on or before aaid rental dale IhereaAer. The paymcti? of u i d annual royally ahall be cwuidejed for aJI purposes the tame 

as If gas were being produced in paying quantities and upon the exirwncriceTneni of marketing of from said well or well* the royally p a i d for the lease vear in 

which the gai ia first marketed thxll be credited upon the royalty payable herc-urwier to the lessor for ruch year. The provisions of this se=c,7lion thall i lwi apply 

wherr gax i i being marfceuad from laid leasehold prrmiaes and through no fault uf the leasee, the pipeline rorvveiAion <x market it IctiS or cea-s-cs, in which ca*e this 

'leaae ahail not expire ao long aa Laid annual royahy i * paid u herein provided. The amount of any annual royalty payahle under th i i acetic*-, shall equal twice the 

annual rcnLaJ due be the Jeaaee under the terms o f thu leaae hul not leas than throe hmvJred twenty dolt t r i (1320) per well per year, proviciexi, however, thai any 

tuch annu ai royalty for any ye*/ beginning on or aJtcr ten yean from the date her oof shall equal four times the annual rental due by the I e * « e under the term* of 

thin leaae hul nol Vou than two thousand dollars (37,000) per well per year, prodded further lhal wt innual royalty ahall be payable under this vrction i f 

equivalent amounli arc Umely paid pursuant Lo another leaae issued by lcvvx and i f such other lease indudra lands communitized wilh l*n<b panted hereunder 

for the purpoae of proraboojdly ahiu-ing in Lhc abut-in well. NoXwklwUnding the provisions of thii t o d ion lo the contrary, this lease shall not be continued aAcr 

five ye*n irom the dale, hereof for any period o f more than ten year* by the payment of aaid annual royahy unlcxa, for good cause shown, the ccimmiss toner of 

public larvda, in hii ducreticci, grants such t continuance. 

3. Leaaee agrees to make full settlement on the twentieth day o f each month for i l l royalties due to the lessor fur the preceding rrvcmlh, under thia lease, 
and lo permit the Ieaaor or rU agents, al all rraaonable boon to examine leaaee'i hooks relating lo the production and disposition o f oil and gas produced. L.es«re 
further agre*3 to submit to leaeaor annually upon forma fumiahed by lease*, verified reports show-ing lease*'* operations f(.»r the preceding Vcaj 1 . 

A. An annual rental a] Lhc rate o f S \ . f r f l per acre ahall become due and payahle lo the lessor hy the leasee urv-»n each acre of the land above ckscribed 

and then claimed by such le»oc, and the tame shall he due and payable in advance to the letsoc on successive anniversary dales o f Ihi* lease, hul the annual iental 

oo any aaaipimcnt shall ui no event be leas than forty do 11 an (S40 00) 

In the evcnl the ICUKJC ahall elect to (unrendeT any or alt of » i d icicagc. he shall deliver to the \cs.w i duh executed release uScreitf and i n event laid lease has 

been recorded then he shall upon request furnish and deliver lo the tcasor a certified cupy of * duly nrciwded release. 

3. The le»ee may at arty time by paying to lhc lessor »ll amounts then doc as provided herein tnd the further sum of forty dollaxa l£-*0.00), surrender 
and cancel this l e * « insofar ai the same covert all or any portion ofthe lands herein leaaed and be relieved from further obligation* or l iabi l i ty hereunder, in the 
manner as hereinbefore provided. Provided, IhU surrender clause and the option herein reserved Vo the lc*>ce shall cca.\e and beewne absolutely inopetat i^ 
immediately and cw>curnsnlJy wi lh the InrirtuVion of any au»t in any court of law or rqutly by the leaj^ee. lessor or any uatgnec. lo enforce Iriis lea.%e, or any of iL* 
term* expneaaed or implied. 

6. All paymenU due hereunder ahall he made on or before the day such payment it due, »t Ihe office of the commisainncr nf public lands in KanU F'e. 

New Mexico. 

7. Tbe leasee with the conaeni o f the Ieaaor thall have the rights to aaiign this lease in v.-hc4e or in part. Provided, however, tha/i no alignment of an 
undivided interest in ihe lease cr in any part thereof nor any aaaigrtmeni of leu than * legal tubdn.-ition shall be recognized or approved by the lessor. Upon 
anproval i n writing by the Ieaaor o f an assignment, lhc asxignor shall stand relieved from all obligations to the lewor with retpect to the lands embraced in the 
aaaignment and the feasor ahall likewise be relieved from all obligating to the assignor as to such tracts, and the assignee shall succeed te> all of the rights and 
privilcgca o f t he aaaignor with raped to euch tract* and shall be held In have assumed all of ihe duties and obligations of Ihe assignor to the le&wr *s tn ruth 
I r a n i . 

8. In the event a w-cH or welU producing oil or gas in paving quantities should be brought in nn adjaccnl land which ts draining the leased prrmiiei., 
tcxaec shall drill such offset well or well* as a reaaonahly prudent operator w-ould drill under the same or similar circumstances, provided that no such ol&ct well 
ahall be rc-epjired i f corr^ertfjUory- royaUies are paid pursuant to an averment between the lessor and the lessee. 

9. The lessee î gree* to notify the lea»or of the location of each well before commencing drilling thereon, lo Veep a complete and accurate Ing of each 

well driHertJ and lo furnitk a copy thereof, verified by anme person having actual knowledge of the farts, lo the lessor upon the compietion of any well, and to 

furnish the log of any unfinished well al any time when requested to do so by the lessor. 

If any land?: embraced in this lease shall be inc lude tn any deed or contract of purchase outstanding and subsiding issued pursuant to any 

sale made o f t he furfacr of such landi prior lo the date nf Lhis lexse, it i i a greed and unuervlood lhat no drilling oper* lion shsll be cnmmcncct! on uny such Und-; so 

sold unless and until bSc lessee thall h j v e ff lcd « good and sulTiricnl bund with the lessor as required by law, tn secure lhc payment for such damage lo the 

livcslock, range, water, crops or tangible impfovements on such lands a< may be suffered hy the purchaser holding such deed or contract of purchase, tx- his 

successors, bv reason of lhc de^rlcfimcnts, use and ocnirution of such lands bv such lessee, rrnvided, however, that no such bond shall he required i f ?ajc.h 

pufcha.vT shall waive lhc ri^ht tn require such bond to be given m the manner provided by law. 
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10 In drilling wells all wiu.t-bearing strati shall be noted in lhc log. and the lessor reserves the nghi in require thai all or any pari of t**e casing shall 
he lufl in ,\ny reproductive well when lessor deems it to the interest ofthe beneficiaries or the lands granted hereunder to maintain said well of w<IU for wilci . 
Vo- w t i casing so left in wclli the lessor shall nay lo Ihe lessee the reasonable value thereof. 

11 Leauee shall bo liable and agree lo piy of i l l damages to the range, livestock, growing crops or improvaTienU caused by lessee's operations on said 
lands. When requested by the lessor the lessee shall bury pipelines below plow depth. 

12. The lessee shall not remove any machinery or fixtures plaxed on aaid premises, nor draw Ihe casing from any wrll unless and un t i l i l l payments 
and obligations due the lessor under tbe terms of this agreement shall have been paid or satisfied, The lessee's right to remove the casing is subject to the 
provision of Paragraph 10 above. 

13. Upon failure or defauh ofthe lessee to comply with any of the provisions or covenants hereof, the lessor is hereby autrx>ri7,cd to cancel this lease 
and such cancellation shall extend Ic and include all rights hereunder aj to the whole ofthe tract so claimed, oc possessed by the lessee, but shall no* extend to, nor 
alTcct the rights of wry other lessee or assignee claiming any portion of the lands upon which no defauh. has been made; provided, however, that b-efore any such 
cancellation shall be made, the lessor shall mail to the lessee so defaulting, by registered or certified maik addressed to the post-office addrcss of* such lessee as 
shown by the records ofthe stale land ofTVce, a notice of intention of cancellation inccifying the default for which cancellation is to be made, and i f within thirty 
days from the date of mailing said notice the said lessee shall remedy the default specified in satd notice, cancellation shall not be made. 

M. If this lease shall have been maintained in accordance with the provisions hereof and if at the expiration ofthe primary term providexj for herein ott 
or gas is not being produced on said land but lessee is then engaged in bona fide drilling or reworking operations thereon, this lease shall remain I n full force and 
effect to long xs such operation* arc diligently prosecuted and, if they result in the production of oil or gas, so long thereafter as oil and gss in paying quantities, or 

.either of them, is produced (rom said land; provided, however, such operations extending beyond the primary term shall be approved by the lessor upon written 
application filed vrith the lessor on or before the expiration of said term, and a report of the status of all such operations. iha.ll be made by the lesŝ ee lo the lessor , 
every thirty days sund a cessation of such oper* lions for more than twenty consecutive days thall be considered as an abandonment of such npcratiorw and this lease 
shall thereupon terminate. 

If during the drilling or reworking of any well under this section, lessee loses or junks the hole or well and after diligent efforts in good faith 
is unable lo complete said operations, then wflhui twenty days after the abandonment of aaid operations, lessee may commence another well within three hundred 
thirty feet ofthe Io*t or junked hole or well and drill the aame with due diligence. 

Operations commenced and continued as herein provided shall extend this lease as UJ all lands as to which the same is i n full force and 
effect as of Ihe lime said drilling operations are cc^rwenccd; provided, however, this tease shall be subject to cancellation in accordance with Paragraph 13 hereof 
for failure to pay rentals or file reports which may become due while operalioru are being conducted hereunder. 

1 5. Should production of oil and gas or either of them in paying quantities be obtained while this lease is in force and cJTcct and should thereafter 
eea** from any est use after the e.'eniratioo of five yean from the dale hereof this tease shall not terminate if lessee commences additional drilling or reworking 
operations within airly days after the cessation of such production and shall remain in full force and effect so long as such OTKralions are prosecuted in good faith 
with no cessation of more than twenty consecutive daya, and i f such operations result in Ux production of oil or gas in paying quantities, so long rJ>crcaflcr as oil 
or gas in paying quantities ia produced from said land; provided, however, written notice of Intention lo commence such operations shall be filed with the lessor 
within thirty d»yt sutcr the cessation of such production, and a report ofthe status of such operation* shall be made by the lessee to the lessor every thirty days, and 
the cessation of such operations for more than twenty consecutive days shall be coruidered as an abandonment of such operations and this lease shall thereupon 
terminate. 

16. Leasee, induding their heirs, assigns, agents and conu-mcton ahall al their own expense fully comply with atl laws, regulations, rules, ordinanca 
and retirements ofthe city, county, state, federal authorities and agencies, in all matters and things aJTecting the premises snd operations thereon which may be 
enacted or promulgated under the govemmenUl police powers pertaining lo public health and welfare, including but not limited Lo conservation, sanitation, 
aesthetics, pollution, cuhural properties, fire and eualogy. Such agencies are not to be deemed third party beneficiaries hereunder, however, this clause is 
evû urecabte by the lessor tn any manner provided in this lease or hy law. 

17. Should Ieaaor desire lo exercise its rights lo take in-tind ha royahy share of oil. gas ex associated suhstanccs or purchase all or any part of the oil. 
gaa or associatey substances produced from the lands covered by this lease, the lessee hereby irrevocably consents lo the lessor exercising its right Such consent is 
a consent lo the termination of any supplier /pur chaser relationship between the Ieaaor and the leaaee deemed lo exist under federal reguUliora. Leaaee further 
agrees that it wril! require any purchaser of oil, gas <x associated substance to likewise waive any such rights. 

IS. 1 .eaaor reserves • continuing option lo purchase al any lime and from lime to lime, al the market price prevailing in the area on the date of 
purchase, all or any part of tbe minerals (oil and gas) that will be produced from the lands covered by this lease. 

19. Lessor reserves the right lo execute leases for geoOSermsl resource development and operation thereon; the right to sell or dispose of the 
geothcrmal rerwwrcei of such lands; and the righl to grant rights-of-way and ejtserncnts for these, purposes. 

20. All t-rrma of this ap-eemcnt shall extend to and bind the heirs, executors, fcdministralor, su<*e*sorx and assigns ofthe parties hereto. 
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In —*tix-w «-Ur—>r, l lw party of Ik* ftr»l pari tne k t r ruRlo \ i r n r i i t y a - * Of—* W J b.» l u t » n w v U > ^ " " pubH«r buvii Chrr tunln dulr 
auOwji-t-H, wK>i I h i ~r*l of W» oflV-r jJHit-i, u>J IW k _ Jgrwf-'.hk i ^ - r n j r t l ti,cd«y __<i yt«r (lr»t «W>vt «H«nv 

" ' < " . •••>,! 

STATE OF NEW MEXICO , t i • , \ r -A -
By: ^ U ^ t < ^ , e P { p fa Q f f a J ^ n - - ? 

CorofrlfssioA-r of Public Lands, Lcssdf " • *- . a 7. ' -• ' . H ? / 
.(Seal) 

Lessee • 

(PERSONAL ACKNOWLEDGMENT) 

STATE OF ss. 

COUNTY OF ss. 

The foregoing instrument was acknowledged before me this dav of . 19. •by 

My commission expires: 

(ACKNOWLEDGMENT BY ATTORNEY-IN-FACT) 

STATE OF 

COUNTY OF ss. 

The foregoing instrument was acknowledged before mc this 

No^a.qclJ'ubiic T̂  

day of 

• > 

19 . . by 

as allorncy-in-fact in behalf of 

My commission expires: 

(ACKNOWLEDGMENT BY CORPORATION) 

STATE OF Oklahoma 
ss. 

COUNTY OF Oklahoma 

The foregoing instrument was acknowledged before mc Ihis 

Aubrey K. McClendon 

STATE OF NEW MEXKO 
COUNTY OP LEA 

NoUuy Public HEEET 

MAY 2 21997p 
m >' o'clock r u 
m i recorded j _ Book _ _ _ _ _ _ _ _ _ _ 
Page 

20th dav of- June , 1 9 9 6 .by 

,a RVCScl&hojte 

' M y ^ r r u « ^ X e > p i r c s : A p r i l 26, 1998 

(Name) 
corporation, on behalf of said corporation 

Pres iden t 0 r Chesapeake O p e r a t i n g , I n c . 

(Tide) (Corporation) 

Notary Public 
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