LEASE NO:VO4886 GO0 Applicztion No:

OIL AND GAS LEASE
(Discosery Form)

THIS AGREEMENT. dated Junc 01, 1996, tetween the state of New Mexica, ating by and trough it asrenissioner of poblic lands, hercinafier called the
“essor”, and

CHESAPEAKE OPERATING, INC,

P. 0. BOX 18496 Record & &
, , Return To;
OKLAHOMA CITY,OK 731540496 Cf‘-eSapeake Operaﬁngo.{nc

hereinafler cated the “lexee™. P.O. Box 18496
WITNESSETH: Oklahoma City, Ok 73154

WHEREAS, the lessee has filed in the office of the cormnmissioner of public Iands an applicalion for an oil and gas fesse covening the fands hereinsfler
descnibed and has tendered therowith the required fisst pryment, ind

WHEREAS, all of the requirsments ol lew relative to the applicaucn end tenda heve been duly complisd with,

THEREFORE, in anxsideration of the premises 13 well as b sum of TWO HUNDRED TWO THOUSAND 2ad 007100 dollars

(SN)Z,W.(}O), the same bring the amount of the tember shove mentroned, end the further sum of $30 00 filing fec, and of the covenants and sgreements
hercinafler conltined, the lexsor doc boreby grant, demise, fease xnd Jot unto the rawd lexsec, exclusively, for the sole and oaly purpose of cxplorelion,
developrment and production of ol or gas (including carbon dioxide and helium o both Ut ron and tkerefrom with the nght (o own el oil and gas so produced
and saved therefrom and pot rescrved as rovalty by the Jessor under the terms of this leawe, togethar wath rights-of-way, casements end servitudes for pipelines,
telephone linca, lanka, poweer bousces, stations. gasoline plants and fixtures foc producing Ueating and casing for such producty, end housing and boarding
employees, and &ny and all rights and pnvileges necossary, incident 1o of eoavenrent for e cconomicz] operstion of said land, foc oil snd gas, with nght for such
purposes to the free use of oil, ges, casing-hesd grs oc water from said lands, bot not from Lasor’s water welly, and with the rights of rentoving crther during of
afler the term hereof, all and any improvaments placed of crected on the promuses by the lessee, uwiuding the mght to poll all casing, subject, however, lo the
covenants and conditions hereireflar st out, the fullowing describe land siterled in e count{yXias) of Lea, sate of New Mexico, wnd moce particularty
deseribed as follows: :

Subdivisians Section Twp  Rge Acres  Institution
LOT(S) H1(30.040), 12(36.71), 13(36.65), 4(0.0). 6 165  36E 23336 MH
E2SW4

Said lands having been awarded o [cwee and daignated ss Tract No. VO-0-0011 ai public sale held by the commissioncer of public lands on
May 21,1996,

To heve snd 1o hoid said land, and sl the rights and prvileges granted betounder, o and unto the lessee for 2 primery term of five years from the date
hereof, and a1 long thereafler a1 0il and gas, or erther of them, 1 produced in peying quantities froem sxid fand by fessee, subject to il of the terms and conditions
o hereinafier set forth . ’

In consideralion of the premisex the partics corvenant and agres s follows.

{. Subject o the froe use without royalty, ax hereinbefore poonveded, the lesses shall pay the lemoc ax royally onseixch part of the odl produced and
saved from the lessed premises of the cash value theseol, s the oprion of the leasar, such value 1o be U pace provailing the dry oil is rua into & pipeline, if the ol
be run into & pipeline ,of into tocege tankys, if the oif ir xoved .

2. Subjet to the froe use without royalty, ¢ hercinbefoce prosided, &f the opuist af the lesoc &t tny linw and from time (o time, the fexsee shall pay
the lessor 1 royalty oqe-sixth part of the gas produced ind saved from the feased promiser, including casing-head ges. Unlext siid ogrion is exercised by lauor,
the Jessoe shall pay the lessor ss royilty onctixth of the exsh vilue of B gre iciuding casng-hesd gas, produced and teved from the lested premisas and
markeiod of ulilized, such value (o be oqusl (0 the nat proceeds derived froen e szle of sach gas in the ficld, provided, however, the cash value fox royalty
purposcs of carbon diaxide gt andd of hydrocarbon gat delivered 1o 1 gasoling plant for extrection of liqud hydrocxrhons thall be equal (o the net proczeds
derived from the sale of such gas, including any liquid hydrocarbons recovered Userefrom
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Notwithstanding the foregoung provisions, the Tessor ey requut the payment of rovaity fox xll oc a0y part of the gas produced xnd seved under this kease and
mark cled o utilized &l 3 pevee por m e L egqual to Lhe maximum price baing paad for grs of ke kind and quality and urder like coaditions in the same field or ares
o muy reduce the reyalty value of a1y Ruch g (10 &ny Amourd ik Joas than e netprocceds of sale thereoll m the field) if the commissioner of public bands shall
determine such sttion Lo bt necearary 1o the sucoesaful operalion of the funds fof of v gaz purpeses or 1o encouragerment of the greatest ultimale recovery of ol of
pas of 1o the promotion of conservation of oif or gas o in the pablic iderest
PR AR

This lease shall pot expare at the end of the primany term hearcof of there s £ wdl'gi}ib‘:t‘%f pQ»Zcing gas a0 paving Quantilics Jocated upon some past of the fands
embraced herein, or tpon fands pooled of communrtized harowith, where such well i thul-im due Lo the inability of the fessee to oblain & pipeline connection or le
mrark et the gre tharefrom and \f the tessse tlimely pays an annual royslty oa or before e anngal rental paying dale next ensuing afler te expirstion of mincty days
from the dale raid well was shut-in and on of before taid rental date thereafler, The pryment of taid annusl rovalty shall be considered for all purpeses the same
as if grs were being roduced in paying quantitics and upon the commencement of marketing of gas from sakd well of wells the royxslty paid Jor the lease year in
which the gar i first marketed shall he crodited upea the royalty payable hearounder 1o the lestor {or ruch year, The provisions of this s&tion thall alus apply
where gar it hetag mark ced from eaid leaschold premuses and teough ne (ault of the loxsee, the pipeline connection of masket s foad or ceasex, in which case this
lease shall pot expire 0 long a2 1ud znnual rovalty i paid s heren providad. The amount of any ennual rovalty payshle under this seetion shall equal twice the
snnual rental duse be the leser under the torms of this lexse but not fess than three huedred tventy dotlars {$320) per well per year, provided, however, that any
such annual royalty for sy yzas beginning on or afler Len years from the daie hormf shall eqpal four times the annual rental due by the leseee under the toms of
this Jeaae but pol kemt than two theusand dottery (52,000) per well par vear, provided furthar that oo aneual rayalty stull be pavahle ondar this section if
cquivaiont amounts arc Lty pasd pursuant 1o another Jexss sued by fosor and o such ot lease includes fands communitized wath lands granted hercunder
for the purpoac of peoraticaally sbaring in the shut-in well. Notwitheaanding the srovisions of thu saition 1o the contrary, this lease thall not be continucd afler
five years from the dalz haool for any peniod of more than en yzase by the neyroent of terd annual rovalty ualas, for good canse sthown, the commissioner of
pubiic landa, in hu dinaruon, grenta such & contiauence

3. Lessec egroes 1o trake full sctilernent on the Pwenhicth day of cach ronth for alf royah es due 1o the tessor fur the preceding moath, under this lease,
and Lo permit the Tessor o s sgenle, 28 2lf rensonahle hoors 1o examine lessce’s books relating J6 the production and disposition of oif and gas produced. lessce
further xgrece Lo mubmut (o lessor knnually upon forme furnished by lessor, venifiod reports showing lessee’s operations for Lhe preceding year,

4. Anspnual romal atthe otz of $T.0H) per sire sheidl hecome due and preable 10 the lesof by the lessee upon cach acre af the tand shove deseribed
and then clafmad by such Joxsoe, snud the samce shall be due and pevaihic in sdvance 1o the Texsor on successive anniversary dates of this jease, but the ennual rental
o ey assgneet shall i 0o cvort be loss than forty dotlos (540 00)

In the evenl tie hosrex shall clect 10 surrander any or abi of rard awvezge. be shall deliver 1o the lesaor o duls evecuted 1elease theren! and in event said lease has
been recorded thon b thall upon request furmish and deliner to the toaor 1 cortelied sopy of 1 doly rear ded refease.

5. The leamser mey 8l any hime by paving to the lessor ol amounts then doz as provided herein wnd the further sum of Torty dolars (530 00), surrender
and cancel this lesse imofar 0 the rame covers all or any portion of the lands heroin keaed and b relicved from further obligations or liability hereunder, in the
mrnnct ks hocinbefore provded  Provided. this surrender clause and the oplion herein resenved io the lexsee shall ccane and become absofutely ipoperative
immedintely and conaurently wath he institution of any suit in any court of f1w or equity by the hessee, fessor or any essignice, to enforce this jease, or any of its
terms expeemed of impliad.

6. Al prvmmerss due bercunder shall be made on o before the day ruch payment is due, 2( the office of the commissioner of public 1ands in Santa Fe,
New Mexioo,

7. The lexzee wath the conxend of the lessor thall heve the nghts to rxaign thit lease tn whole of in part. Pravided, however, than no assignment of an
undivided intored in the leasc or in any part thereol nac any assignment of loss than 1 legal subdivision shall be recognized or approved by the lessor. Upon
xpprovad in writing by the bemor of an sssignment, the sssignoc shell stand relicved from all obligations lo the lessor uith respect ta the lands embwaced i the
xssignment 1nd the lassor shall Bkewise be relieved fiom xll obliganons to the atsigno as 10 such U3cts, and the assignee shall succeed to all of the rights and
peivilepes of the assignor with resped te such Uacts and shall he beld (0 have essumed 21l of the duties and obligations of the assignor to the lessor as tn such
Uacts,

B. Inthe event & well of wells producing il or pas in paying quantitics should be brought in on adjacent land which 15 draining the lexced promises,
Jesree shall dnll such offset well of wells as 2 reasonably prudent operator weuid dall urder the sarme o similar circumstances, provided that no such offset well
thall be required if comparsaion rovalties are paid pursuant 1o kn agycoment between the Tessor ind the Tossee,

9. The lesser agress to nolify the lersor of the localion of cach welf before commencing dniling thereon, to keep @ complefe and sccurste log of cach
well drilled and to furmish & copy thereof, venified hy some person having adua! knesledpe of the facts, 1o e lessor upon the completion of any well, wnd o
furnish the log of any bnfnished well al any time when requesied 1o do so by the Jessax

Hoany lank embraced in this lease shall be included in any d=ed or contract of purchase ouistanding and subsisting issued pursuant to any
stle made of the surface of such lands pror to the date of this lease, it s agrecd and uaderstead that ne dnlling operation shsll he commenced oa any such !xnds so
sold unfess &nd until the Jessee shill have filed & pood and sulficient bond wath the leseor a8 requiced by Jaw, o secure the payment for such damage to the
hivestock, range, walar, arope o langible immoverncnts on such tands 55 may ¥ suffoed by the purchaser halding such deed of contract of purchase, o his
successars, by reasoa of the destlopments, use and ocaqanon of soeh fands b such lesee. Pravided, houwever, that ne such bond shall be required if such
purchaser shail waive the night ta requice such bond to be given i the mane rovded by law,
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10 Ly drilling wells all waicrdwanng stratz shall be noted in the Jog and the Lossor resemes the nghit Io require thal alf of any part of the casing shall
he LR in any nonproductive well when fessor deema it to the intarest of the benelicianes of Lhe tands granted heveunder 0 mamntain said well o wells for waler
Fo~ such casing so jefl in wolfs the Jeavor shall pay 1o the lesser the reasonable value thereof

11 Leseee shall be hable and sgree to pay of all damages (o the range, livestock, growing crops of improvements caused by fessed’s operations on <aid
lanits. When requesied by the Jesser the lessae shall bury pipelines below plow depth

12, The lessee shall not remove xny machinery oc foures plased on said peevtises, nod deaw the casiag from any well unless and until all payrwnts
and obligations due  the lessor under the tarms of this agreement shall have been paid or satislied, The Jescec's right 1o remove the vasing is subjoct to the
provisioa of Persgraph 10 abave

13, Upon failure or Jefauk of the lessee 1o comply with any of tic provisions or covenants hereol, the bessor i hereby authonized to cancel this lease
and such cancellztion shall extend te and uchude all nights hereunder 1 ta the whole of the tract so claimed. of pussexsed by the lessee, but shall not extend to, noc
alTect the rights of any other lessee or axsignes clauming any portion of the lainds upon which no default has been made: provided, however, that before any such
cancellation shall be maede, the lessor shall mail W the lessec so Seleulting. by registered or centificd mail, addressaed 1o the post-office address of such leasec as
shown by the recocds of the state land ofTiee, 3 notice of intention of cancellation specifying the default for which cancelletion is o be made, and if within thirty
days from the date of maihing ssid nolice the 12id leasee shall remedy the delault specificd in sawd rotice, cancelfehion shall nol be mads.

14, 1f this lesse shall have been muainluned in sococdance with the provisions bereol and 1 al the expirstion of the pamary term provided fuor herein oil
of gas is nol being produced on sxid lind but fessee is then engaped in bona fide drilling or reworking operations therean, this lease shall remain in full force and
effect 10 leng 21 such operations are diligently prosecuted and, i they result in the production of oil or gas, 0 kg thereafter 1s oil and gRs in paying quantitics, of
either of them, is produced from wsid tand, provided, however, such operations sxiending beyond U primary tam shall be approved by the fessor upon writien
application filed wath the lessor on of before the expiration of seid term, and & repxt of Ui satus of all such ojxrations thall be made by the lessee to the lessor
every thirty days and s cessation of such apcrations for maor? than twenty consecutive days shall be comsidered 1 an ehendoament of such opcrstions and this fexse
shall thereupon lerminate,

ITduring Ui dilling o reworbing of any well under this seution, lessce luses oc junka the hole or well ad &fter diligent cforts in good faith
i3 unahle to complete said operslions, then within twenty days afler the abundoament of iy vperations, lessce may commence another well within three humdred
thirty fect of the lost oc junked hole of well and dnill the samc with due diligence.

Operations commenced 1wf continued as hovein provided shall extomd thes fease as 1o all Jandy ay to which the same i3 in full focoe and
cffeit a5 of the time said dalling operalions are commenced, providad, however, this lease shall be subject (o cancellation in sccordance with Paragraph 13 hereof
foc failure to pay rentals or file reports which may hecame duc while operations are being conducted hereunder.

15, Should production of oil and gas oc cither of them in paying quantities be obtained while this leasc is in force and c(Teut and should thereafter
cenne from any cause sfler the ¢ puztion of five yesn from the dale hereol this Tease thall not Lenmninate if lesee comumences sdditional drilling or reworking
opcrations within sixty days afler the cezastion of such peoduction and shall remain in full Torce and «fTect 30 Jong ks such operations are prosecuted in good faith
with no cexration of more than twenty consetutive days, and il such oporalions reault in the production of ol of gas in peying quantitics, 3o long thereafter 43 oil
of gas int prying quantitict is procduced from said land, peovided, hawever, wiitten notice of inlention 1o commence such operations shall be filed with the lenror
within thirty days sfier the cexsation of such peoduction, and s report of the siatus of such operitions shall be made by the lessee to the lessoc every thinty dys, and
the caasation of such operations for mace than twenty consecutive days shall be considered 2¢ an ebandoament of such operations &nd this lease thall thereupon
terunaie,

16, Lexer, including their beirs, tssigns, agents and contractons shall e their own exgrenee fully comply with all lawy, regulations, ruler, ondinsncas
1 requirements of the city, coonty, stale, federa! authorities end 2gencics, in all mutiers xnd things affecting the premiises and operations thereon which may be
enacted of promulgsted under the governments! polive powert pettaining 1o public beshh and welfare, including but not limited o conservation, sanitation,
saxtheticx, pollution. culture! propotiar, fire and coulogy.  Such sgenciar are nat W e deemed third party beneficianies hereunder, bowever, this clause is
enforecable by the laxsor in any marnncr provided in this lesse oc by law.

17, Should leasoc dexire 1o execise flr Aights 1o ke in-kind it royalty shure of oil. gas o asocisted wihstances or purchesc alf or any part of the oil,
g2 o¢ assoctaled substancas produced from the lards coversd by this fease, the leseee horeby (revocably consents to the lessor exercising its right. Such consent s
1 consent 10 the termination of any supplict/purchaser relationship botweoen the leror wnd the Tauce deomed 1o exint undkr federal regulations,  Lessee further
agrees that it will requiire xny purchaser of oil, gas of exrociated substance o lik cvae wrive any such rights.

18, Lemsoc reserven & conlinuing option to punhase sl eny lume end fom time 1o time, 1l the mark et prive preveiling in the asea oa the date of
parchese, all of any past of the minerals (o1l and gas) that will be produced from the lnds covered by thix lesse,

19, Lessor rexerves the nght 1o execute Jemses for geothwmal rosource dovelopricnl and operation thercon; the rAght o scll or dispose of the
geotherma! resources of such lands; and e right o grant rights-of-wey end cxsemaents for these purposes.

20, Al termue of this xgreament shall odond Lo and bind U hein, execulont, sdmunistralor, suocersors and sssigns of the parties hereto.
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Tr whness wherro!, the party of the fiost part hes kervunto Lpned ang l‘h\lkd K n;nﬁz 5() be signed by Hs commisdoner of public lands thereuntn duly
suthorized, with the sca! of hbs office sMised wand (e Josice has Jghq: \Ms n.ﬁ*a;‘n’rﬂﬂ [h,cd-y and year Irst sbove written

STATE OF NEW MEXICO

WD
' RS o VU
\ -t “} -
By;\@«»{/ ,?éuﬂ./y ;%z Q 7‘17,‘ ’7‘: :
ssioR&r of Public Lands, Les Q - F : _3 62
A Tt ) Qr)_\;x:
y_, RERLY ‘%y;&%
(Scal)
Lessee
(PERSONAL ACKNOWLEDGMENT)
STATE OF ] ss,
COUNTY OF ss.
The foregoing instrument was acknowiedged before me this day of 19 by
My commission expires: o Ak,
NetagPubtic
; t‘,l - ot '~’3f
(ACKNOWLEDGMENT BY ATTORNEY-IN-FACT) T A .
: ) >
STATE OF s - e ”""é‘:
. ) TS
COUNTY OF ss. -, Lot
. P A
The foregoing instrument was acknowiedged before me this day of 19, by
e ey
as altorney-in-fact in behalf of
— e STATE OF NEW MEXKO
My commussion expires: o COUNTY OF LEA
Notary Public FILED
MAY 2 2 897,
(ACKNO\VLEDGMEN’I‘ BY CORPORATION) o !: 93 oclock M
klah ad rocorded jo Book
?“f STATE OF _ Oklanoma ss. :f la
COUNTY OF Okl ahoma _ss. By Y E ‘ﬁ ) Dc,tﬂy
The foregoing instrument was acknowledged before me this 20th day of - June , 1996 , by
Aubrey K. McClendon _ President Chesapeake Operating, Inc.
WO (Namc) (Tide} (Corporation)

Axa RL;M(T}_&QQ_"(E __corporation, on behalf of said corporation. /\
O e
M; mﬁg pr:rcs April 26, 1998 M

&’, + . -
,y,,s'/wpr’f: i~ o
3y . 0 e -

+ [V /"-’ o &
0 -&3 087 feridess
: TR Rty

% Y2

Notary Public

. e ¢ f"_'\\‘

ey BOOK 8@0 PAGE 159



