Natwal Gas.
Nutural Advansages.

|
o Chesapeake Lda . Tomsnd CELESA

April 4, 2005

VIA UNITED PARCEL SERVICE

Mr. Jim Wakefield

Kaiser Francis Oil Company
6733 South Yale Avenue
Tulsa, OK 74136

Re: Chesapeake's Proposed KF State 4 #1
S/2 Section 4-218-35E
Lea County, New Mexico

Dear Mr. Wakefield:

Pursuant to Chesapeake Operating, inc.'s proposal on behalf of Chesapeake Exploration
Limited Partnership ("Chesapeake”) dated March 9, 2005, enciosed is Chesapeake's
standard operating agreement. Please sign and return the signature pages to my attention

and the address below.

Should you have any questions please give me a call,

S

nornabrol_

Very truly yours,

. Chesapeake Operatini;

Lyndé . Townsend

Enclosures

WitermiantOperatad Welis\KF State £ #1\JOA\Transmittal Letters doc

Chesapeake Fvergy Corporstion
6100 N. Western Ave. » Oklshoma City, OK 731§ + PO. Box 18446 » Oklahoma City, OK 731 54-0496
405 §79.9414  fax 405.767.4251 « townscnd@chkenergy.com

[V R VIR T Sy N T

OIL CONSERVATION DIVISION
Case # 13492&13493 Exhibit No.__

. Submitted By:
: Chesapeake Inc.
: Hearing Date: August 22, 2005
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CUSTOMER ID (IF NECESSARY) Wakefield, Jim
COMPANY NAME Mr. Jim Wakefiold
ATTENTION Kaiser Francis Oil Company

ADDRESS (STREET ADDRESS ONLY - NO P.0. BOX)

6733 South Yale Avenue

CITY Tulsa STATE______OK ZIP 74136

PHONE # (918} 4914510 RESIDENTIAL DELIVERY Y @
SERVICE TYPE (PLEASE CHECK ONE)

DOMESTIC SERVICES:

~1 NEXT BUSINESS DAY BY 10:30 AM
NEXT BUSINESS DAY BY END OF DAY
NEXT BUSINESS DAY **BY 8 AM**
*ADD'L $25.00 CHARGE**
TWO DAY DELIVERY - AM
TWO DAY DELIVERY - PM
UPS GROUND (3-5 DAY)
*SATURDAY DELIVERY*
*ADDITIONAL $10.00 CHARGE*
USPS EXPRESS MAIL (P.O. BOX ONLY)
$ INSURANCE (IF VALUE EXCEEDS $100)

INTERNATIONAL SERVICES:

WORLDWIDE EXPRESS PLUS **BY 8:30 AM NEXT DAY*
' **TO CANADA - ADD'L $40.00 CHARGE**
WORLDWIDE EXPRESS BY 10:30 AM NEXT DAY
WORLDWIDE EXPEDITED WITHIN 3 DAYS
STANDARD GROUND ECONOMY
*SATURDAY DELIVERY*

*ADDITIONAL $10.00 CHARGE*
USPS EXPRESS MAIL (P.O. BOX ONLY)
$ INSURANCE (IF VALUE EXCEEDS $100)

““{F YOU HAVE ANY QUESTIONS ABOUT DELIVERY SERVICES AND TIMES, PLEASE CONTACT THE MAILROOM FOR SPECIFICS ™

ALL SERVICE TYPES ARE SUBJECT TO AVAILABILITY
PER AREA OF D RY

. SENDER Sara Caldwell

APPROVED BY
CONTENTS: KF State 4 #1 JOA
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‘ | Chesap Lynda F. Townsend, CPL/ESA
Senior Landman

Natural Gas.
Natural Advantages.

April 4, 2005

VIA UNITED PARCEL SERVICE

Mr. Tim Reece

Samson Resources Company
Centennial Tower

200 N Loraine, Suite 1010
Midland, TX 79701

Re: Chesapeake's Proposed KF State 4 #1
S/2 Section 4-21S-35E
Lea County, New Mexico

Dear Mr. Reece:

Pursuant to Chesapeake Operating, Inc.'s proposal on behalf of Chesapeake Exploration
Limited Partnership ("Chesapeake") dated March 9, 2005, enclosed is Chesapeake's
standard operating agreement. Please sign and return the signature pages to my attention
and the address below.

Should you have any questions please give me a call.
. Very truly yours,
Chesapeake Operatm , Inc.
PN mrotmol
Lynda F. Townsend

Enclosures

W:\Permian\Oparated Wells\KF State 4 #1U0A\Transmitial Letters.doc

Chesapeake Energy Corp
6100 N. Western Ave. » Oklahoma City, OK 73116 » PO. Box 18496 » Oklahoma City, OK 73154-0496
405.879.9414 « fax 405.767.4251 * ltownsend @ chkenergy.com
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CUSTOMER ID (IF NECESSARY)___ Reece, Tim
COMPANY NAME Mr. Tim Reece

 ATTENTION Samson Resources Company
ADDRESS (STREET ADDRESS ONLY - NO P.0O. BOX)

200 N Loralne, Suite 1010

oy _Midiand STATE T ZIP___ 79701
PHONE # ____(432) 686-6312 RESIDENTIAL DELIVERY Y @
SERVICE TYPE (PLEASE CHECK ONE)
DOMESTIC SERVICES:
N NEXT BUSINESS.DAY BY 10:30 AM

NEXT BUSINESS DAY BY END OF DAY
NEXT BUSINESS DAY **BY 8 AM**
*ADD'L $25.00 CHARGE**
TWO DAY DELIVERY - AM
TWO DAY DELIVERY - PM
UPS GROUND (3-5 DAY)
*SATURDAY DELIVERY*
*ADDITIONAL $10.00 CHARGE*
USPS EXPRESS MAIL (P.O. BOX ONLY)
3 INSURANCE (IF VALUE EXCEEDS $100)

INTERNATIONAL SERVICES:

WORLDWIDE EXPRESS PLUS "BY 8:30 AM NEXT DAY**
~TO CANADA - ADD'L $40.00 CHARGE**
WORLDWIDE EXPRESS BY 10:30 AM NEXT DAY
WORLDWIDE EXPEDITED WITHIN 3 DAYS
STANDARD GROUND ECONOMY

*SATURDAY DELIVERY*

*ADDITIONAL $10.00 CHARGE*

USPS EXPRESS MAIL (P,O. BOX ONLY)

$ INSURANCE (IF VALUE EXCEEDS $100)

***IF YOU HAVE ANY QUESTIONS ABOUT DELIVERY SERVICES AND TIMES, PLEASE CONTACT THE MAILROOM FOR SPECIFICS™

ALL SERVICE TYPES ARE SUBJECT TO AVAILABILITY
PER AREA OF RY

SENDER___ Sara Caldwell_
APPROVED BY (‘% /rmcaa,\g/ / ﬁ)ﬂ)’\@&)’b@é
. [ VA

CONTENTS: KF State 4 #1 JOA
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A.A.P.L. FORM 610-1982

MODEL FORM OPERATING AGREEMENT

OPERATING AGREEMENT
DATED
March 9 , 2005

OPERATOR _Chesapeake Exploration Limited Partnership

CONTRACT AREA SW/4 & SE/4 (AKA Units Q, R, S, T, U, V, W AND X)), Section 4,

Township 21 South, Range 35 East, Containing 320 acres, more or less, NMPM

COUNTY OR PARISHOF _Lea County STATE OF New Mexico

Well Name: KF 4 State #1

COPYRIGHT 1982 —~ ALL RIGHTS RESERVED
AMERICAN ASSOCIATION OF PETROLEUM
LANDMEN, 4100 FOSSIL CREEK BLVD,, FORT
WORTH, TEXAS, 76137-2791, APPROVED
FORM. AAPL. NO. 610 - 1982 REVISED
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1932

Article
L

1L

v,

VI

VIIL

VIIL

IX.

X1
XII.
X1il.
XIv.

TABLE OF CONTENTS

INTERESTS OF PARTIES ........ . . .
A. OIL AND GAS INTERESTS ... s
B. INTERESTS OF PARTIES IN COSTS AND PRODUCTION ..
C. EXCESS ROYALTIES, OVERRIDING ROYALTIES AND OTHER PAYME.NTS
D. SUBSEQUENTLY CREATED INTERESTS....ccocoicncninrvinininmsninseiss st sevsensescsse e ssressmssnnesnns
TITLES ..ottt st st s absanas e esa b sben b s e bt m g s s b Fassasbbstbusssbassshsaasssesbsnesoseresss
A, TITLE EXAMINATION ..ot
B. LOSS OF TITLE .......
L. Failure of Title ..o
2. Loss by Non-Payment or Erroneous Payment of Amount Due ...
3, OhEr LOSSES 1ovireerveniinceniosersisnn s ernssrsscieessssnssesnssnsoces
OPBRATOR. ..o icvcrrrismemnisrenissessersssensessunsseassesins
A. DESIGNATION AND RESPONSIBILITIES OF OPER.ATOR
B. RESIGNATION OR REMOVAL OF OPERATOR AND SELECTIO\I OF SUCCESSOR ............ 4
. Resignation or Removal of Operator
2. Selection of Successor Operator.......
C. EMPLOYEES.......ccconmivinrcnnnes
D. DRILLING CONTRACTS.........
DRILLING AND DEVELOPMENT
A. INITIAL WELL
B. SUBSEQUENT OPERATIONS

Proposed Operations...........co..oou..

2. Operations by Less than All Parties,

3. Stand-By Time........cccccovrenrniienne

4. Sidetracking.........c..cocccuenicrneenne
C. TAKING PRODUCTION IN KIND .....cccnmmmsrvinvnrrncns
D. ACCESS TO CONTRACT AREA AND INFORMATION .....oooiinvieniimeisstanennesicorscneens 8
E. ABANDONMENT OF WELLS ...ttt et sssnsssensessssesssessssaestonmsses 8

1. Abandonment of DIY HOMES.....ccovireiciciimin ittt s sssssmes e sst s s aresosesesisenes 8

~ 2. Abandonment of Wells that have Produced 8-9

3. Abandonment of Non-Consent OPerations..........ovccivrurineniecineeiiiennousissesecsunicssesssessssssene 9
EXPENDITURES AND LIABILITY OF PARTIES. 9
A. LIABILITY OF PARTIES ......ooeiiriieinnrreeeresererissesins e sssseoressnasnae .9
B. LIENS AND PAYMENT DEFAULTS. .9
C. PAYMENTS AND ACCOUNTING .....ccctviiiieincinieecseinas e ssessiasssseseessensssssssesssanas drensiins 9
D. LIMITATION OF EXPENDITURES ... . 9-10

1. DN OF DEEPER....couieisieiictee sttt aste e st ettt saesae coss s b b as s eeses s s eessnan eesane 9-10

2. Rework or Plug Back.. . . . ... 10

3. Other OPErations .........cc..ieiirmmenutarecncsememesesmenesesssassesssssssanassasesssssessasas .10
E. RENTALS, SHUT-IN WELL PAYMENTS AND MINIMUM ROYALTIES. .10
F. .10
G. . 11
ACOQUISITION, MAINTENANCE OR TRANSFER OF INTEREST ... re b sass 11
A. SURRENDER OF LEASES ......crvcucetieemcierierieemesaseessecsssrasecssresensse e sasscessacssssissssossens i1
B. RENEWAL OR EXTENSION OF LEASES ceerrn st rasase 11

D MAINTENANCE OF UNIFORM INTEREST.
E. WAIVER OF RIGHTS TO PARTITION.........

INTERNAT REVENUE CODE ELECTION .....
CLAIMS AND LAWSUITS ...cooenierinmsenascninenetsesenens s sesenesessenesenes
FORCE MAJEURE . . .

TERM OF AGREEMENT . dr b
MPLI E WITH LAWS AND REGULATIONS.

A. LAWS, REGULATIONS AND ORDERS.............
B. GOVERNING LAW ...

C. REGULATORY AGENCIES -....oiovoreeeresmsseemsrssesrosssssessssssessssssoes
OTHER PROVISIONS ..ooooereveeeeee oo eersesaeenn .
MISCELLANEQUS.......oocemvvritesisressseoereeseemsssssenssemseessessseesesssessesesvesseeesosee

Table of Coatents
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A.APL.FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

OPERATING AGREEMENT

TH!S AGREEMENT, entered into by and between ___ Chesapeake Exploration Limited Partnership

hereinafier designated and

referred 10 as “Qperator”, and the signulory parly or parties other than Operator, sometimes hereinafter referred to individually herein
s “Non-Opcrator”, and collectively as "INon-Operators™.

WITNESSETH:

WHEREAS, the patties to this agreement are owners of oil and gas leases and/or oil and gas interests in the land identified in
Exhibit “A", and the parties hereto have reached an agrecment to explore and develop these leases and/or oil and gas interests for the

production of oil and gas 16 the extent and as hereinufter provided,

NOW, THERFFORE, it is agreed as foilows:

ARTICLEL
DEFINITIONS

As used in this agreement, the following words and terms shall have the meanings here ascribed to them:
d and afl other liquid or gascous hydrocarbons

A. The term “oil and gas” shail mean oil, gas, casinghead gos, gas
ketab) b duced th ith, unless an intent to limit the inclusiveness of this term is specifically stated.

and other P ther

B. The terms “oil and gas lease”, “lease” and “leasehold” shall mean the oil and gas leases covering tracts of land
tying within the Contract Arca which are owned by the parties to this agreement.

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

D. The term “Contract Area” shall mean all of the lands, oil and gas leasehold interests #nd oil and gas Interests intended to be
developed and operued for oil and gas pwposes under this agreement. Such lands, oil and gas leasehold interests and oil and gus interests
are described in Exbibit “A", ' '

E. The term “drilbng unit” shall mean the area fixed for the drilling of one well by order of rule of eny state or
federal body having authority, If 2 drilling unit is not fixed by any such rule or order, a drilling unit shall be the drilling unit as eswblish-
ed by the pattem of drilling in the Contract Arca or as fixed by cxpress agreement of the Drilling Parties.

F. The term *'drillsite” shall mean the oil and gas leese or interest on which a proposed well is fo be located.

G. The terms L"Drilling Party” and “Consenting Party" shall mean a party who agrees to join in and pay its share of the cost of
any operation conducted under the provisions of this agreement.

H. The terms “Non-Drilling Party” and “Non-Consenting Party” shall mean a party who elects not o participate

in a proposed operation,

Unless the context otherwise clearly indicates, words used in the singular include the plural, the plural includes the

singular, and the neuter gender includes the masculine and the feminine.

ARTICLE 1.
EXHIBITS

The following exhibits, as indicated below and hed hereto, are incorp d in and made a part hercof:
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) Percentages or fractional interests of parties to this agreement,

7 iWaN] d 1 - dioroil-and H o th s
“4)-Oik-and g il-and-g jeetla-thi

(5) Addresses of parties for notice purposes. -

@  C. Exhibit “C", Accounting Procedure.

D. Exhibit "D", insurance.

&  E. Exhibit “E", Gas Balancing Agr-sment.

F. Exhibit “F", Nen-Diseriminetionund-Corificotion-of Non-Segregued Favilities: M andum of Operating Agreement,
a G-Exhibi—G=TaxP i

If any provision of amy exhibit, except Exhibits “E" end—G2, is inconsistent with any provision contained in the body
of this agreement, the provisions in the body of this agreement shall prevail,
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A.APL. FORM 610 - MODEL FORM GPERATING AGREEMENT - 1982

1 ARTICLE L.

2 INTERESTS OF PARTIES

3

4 A. Ol and Gas Interests:

S

6 If any party 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 it 1t were covered by the form of oil and gas lease attached hereto as Exhibit “B", and the owner thereof
8 shall be deemed 1o own both the Toyalty interest reserved in such lease and the intesest of the lessee thereunder.

8

10 B. Interests of Parties in Costs and Production:

11

12 Unless changed by other provisions, all costs and liabilities incurred in operations under this agreement shall be bome and
13 paid, and all equipment and materials acquired in operations on the Contract Arca shall be owned, by the parties as their interests are set
14 forth in Exhibit "A”. Ln the same manner, the parties shall also own all production of oil and gas from the Contract Area subject to the

15 payment of royalties / e ot shioh-shall-bo-borne-as-he- uinofer ot forth.

A

. Ds-A!_ £ Lk'.-a;l.‘ b 4 ¢k, 1 {J 3 ll .\_dgcs ()hw" o \-:h 'u!:} ;rll‘.c‘“n"
-'8 WHQW“M- 3 ay rr Jescsdh £ ail -\AB £ tho-Cantract—»A I..“l.‘;‘". A'}.vlﬁywd!vw'nf
19 t6-h P id. deli: .v::‘ M lh“ X7 ‘= f‘h’ + l‘.ux ;“ "v'l_-‘ P & H tha-rovalbw ‘r 3, d-3 H ' "‘J’ a:.““ hald sh.
20 $h, » £ freo o li.km,}‘ b v MNo-Bany hall be. P +bi k. . r; b : h}.gl,n l\“_ "“l’ 2 N d
21 by—tuch-partys-to—any—othe—pory's—| fey £—ond—if-any~-such-other-party a-tesser—or-rovaly rer—should—d d-and
22 roveive-cotil t-on-a-highorp i,u:.".l party ibuting-the-affoeted— hoti-b & dditionnt-royeity-busden Scabla 1o
23 sueh-higherprico:

24

25 Nothing contained in this Article [[1.B. shallbe 4 d an assigt or ¢ ig of i d hereby.

28

27 Gr—Exeess-Rovaitiesr-Overriding-Royelties-and-OtherPayments)

28

29 nless b e ¢ LI :k B ik d £~th b + "r 8 LA & -hf u“.'nAI‘L lease dh LI is = L.;w 4 oy Cd "J)
0 e ding-rovaliy; pay or-othor-burden prod B £k pulated-in-Astiole-TH-Bsuch-partyse
31 burd J-shall d-al (Tl B mv & haH-iad l:l“‘d';;vu.}‘mx. paries-hereto-h 1 £+ ¥
32 end-aliclaims-and-g dafe pay ll\l £ouch 56-burdes:

33

34 D. Subsequently Created Interests:

35

36 If any party should hereafler create an overriding royalty, production payment or other burden payable out of production
37 anributabie to its working intcrest hercunder, or if such a burden existed prior to this agreement and is not set fonth in Exhibit “A™, or
38 was not dxsclosc in vmm; l% :r'l (;) er ga.n‘;s &rexo;elc(; cs % e&lg.ggu%f' th{s agﬁzgn:n. by all parties, or is not a jointly acknowledged and

39 accepted obhga'nor? ‘:)‘F ‘ﬂ .rre‘gs at; ‘gg}{o{ngrgle gxfgn g?e?m‘l(e; '}e :::e'seto' as “subsequently created interest” irrespective of the
40 timing of its creation and the party out of whosce working interest the subsequently created interest is derived being hereinafter referred
:; to as “burdened party”), and:

43 . . . . R . .

1. If the burdenced party is required under this agreement to assign or relinquish to eny other party, or parties, all or a portion
:: of its working interest and/or the production atwibutable thereto, said other party, or parties, shall receive said assignment and/or
P production free and clear of ssid subsequently created interest and the burdened party shaill indemnify and save said other party,
P or parties, harmless from any and all claitns and demands for payment asserted by owners of the subsequently created interest;
and,

48

49 . . - .

50 2. If the burdened purty fails to pay, when due, its share of ex; chargeable b der, all provisions of Article VILB. shali be
51 enforceable against the subsequemtly created inerest in the same manaer as they are enforceable against the working interest of
52 the burdened party.

!5: ARTICLE 1V,

5 TITLES

:g A. Title Examination:

:g Title exsminstion shall be made on the"] desimanoF: Ry-propesed-wellprior £-drilling-operations—or—if
GOM Parts Fequest--titl ination-vhell-be-rede-on-thre-lenses-trd or-on-and-gas- ineluded 4 d-to-bo-nelud
61 Mﬁmﬂmﬂu@h—m& The opinion will include the owncrship of the working interest, mmerals, royalty, overriding
62 royalty and production payments under the applicable leases. At the time a well is proposed, each party contributing leases and/or oil ard
63 gas interests to the drillsite, or to be included in such drilling unit, shall furnish to Operator all abstracts (including federal lease status
o reports), title opinions, title papers and curative matcrial in its posscssion free of charge. All such information not in the possession of or
65 made available to Operator by the parties, but y for the ination of the title, shall be obtained by Operator. Operator shall
65 cause litle (o be exawmined by altorneys on its staff or by ocutside attorneys. Copies of all title opinions shal] be famished to each party
&7 hereto. The cost incurred by Operator in this title program shall be bomne as follows:
68 . . . . . - . -
69 O  Qptier No. 1: Costs incurred by Operator in procuring abstacts and title exzmination (inciuding prelimicary, supplemental,
% shut-in gas royalty opinions and division order title opinions) shall be a pant of the administrative overhead as provided in Exhibit “C™,

and shall not be a dircct charge, whether performed by Operator's staff attoreys or by outside 2ttomeys.

.2-
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A.AP.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1582

ARTICLE 1V
catitinied
and lease brokers
Qption No, 2: Costs incurred by Operator in procuring abstracts and fees paid ouside attorneys / for title examination
(including preliminary, suppl 1, shut-in gas royalty opinions and division order title opinions) shall be bome by the Drilling Parties
in the proportion that the interest of each Drilling Party bears to the *otal interest of all Drilling Parties as such interests appear in Ex-
of the above

hibit “A". Operator shall make no charge for scrvices rendeied by its siafl attomeys or other p 1 in the perfc

functions.

d in ion

Each party shall be responsible for securing curative matter and pooling d ot agl qui
with leases or oil and gas interests contributed by such party. Operator shall be responsible for the preparation and ding
designations or declarations as well as the conduct of hearings before governmental agencies for the securing of spacing or pooling orders.
This shall not prevent any party from appearing on its own behalf al eny such heanng. / Costs incurred by Operator in procuriog
spacing and Pooling orders including fees paid outside attorneys shall be borne by the Drijling Parties.

of p 8

No wel! shali be drilled on the Contract Area until after (1) the title to the drillsite or dnlling unit has been examined as above
Hilo-h B 3. b 11 £ ol oy heo r?
Cd La

provided—end-{2)the-title-has-beon-approved-by-the ik y > P
L sitting-of4 "

P

B. Loss of Title:

1. Fajlure of Tisle: Should any oil and gas interest or lease, or interest therein, be lost through failure of title, which loss results in a
reduction of interest from that shown on Exhibit “A”, the party contributing the affected lease or interest shall have ninety (90) days
from fina! determination of title failure to acquire a new lease or other instrument curing the entirety of the title failure, which acquisi-
tion will not be subject to Article VIILB,, and failing to do so, this agreement, nevertheiess, shall continue in force as to all remaining oil
and gas leases and interests: and,

(a) The party whose oil and gas lease or interest is affected by the title failure shall bear alone the entire loss and it shall not be
entitled to recover from Operator or the other parties any development or operating costs which it may have theretofare paid o incurred,
but there shall be no additional liability on its part to the other parties hereto by reason of such title failure;

(b) There shall be no retroactive adjustment of expenses incurred or revenues received from the operation of the interest which has
been lost, but the interests of the parties shall be revised on an acresge basis. as of the time it is determined finally that title failure has oc-
curred, so that the interest of the party whose lease or interest is affecied by the title failure will thereafter be reduced in the Contract
Arca by the amount of the interest lost;

(c) Ut the proportionate intercst of the other partics hercto in any producing well theretofore drified on the Contract Area is
increased by reason of the title failure, the party whose title has failed shall receive the proceeds attributable to the increase in such in-
terest (less costs and burdens artributable thereto) until it has been reimbursed for unrecovered costs paid by it in conneclion with such
well;

(d) Should any rerson not a party to this agreement, who is determined to be the owner of any interest in the titde which has
failed, pay in any manner any patt of the cost of operation, development, or equipment, such amount shall be paid 1o the party or parties
who bore the costs which are so refunded;

{¢) Any liability to account fo a third party for prior production of oil and gss which arises by teason of title failure shall be
borne by the party of parties whose title failed in the same proportions in which they shaied in such ptior production; and,

(f) No charge shall be madc to the joint account for legal cxpenses, fees or salaries, in connection with the defense of the interest
claimed by any party hereto, it being the intention of the parties hereto thai cach shall defend title to its interest and bear all expenses in

connection therewith.

2. Loss by Non-Payment or Emoncous Pgyment of Amount Due: If. through mistake or oversight, any rental, shut-in well
payment, minimum rovalty or royalty payment, is not paid or is erroneously paid, and as a result a lease or inferest therein terminates,
there shall be no monetary liability against the party whe failed 10 make such payment. Unless the party who failed to make the required
payment secures a new lease covering the same interest within ninety (90) days from the discovery of the failure to make proper payment,
which acquisition will not be subject to Article VIILB., the interests of the partics shall be revised on an acrcage basis, effective as of the
date of termination of the lcase involved, and the party who failed to mzke proper payment will no Jonger be credited with an interest in
the Contract Arca on account of ownership of the lease or interest which has terminated. In the event the party who failed to make the
required payment shall not have been fully reimbursed, at the time of the loss, from the proceeds of the sale of oil and gas sttributable to
the lost interest, calculated on an acreage basis, for the development and operating costs theretofore paid on account of such interest, it
shall be reimbursed for unrecovered actual costs theretofore paid by it (but not for its share of the cost of any dry hole previously drilled
or wells previously abandoned) from so much of the following as is necessary to effect reimbursement:

(a) Proceeds of oil and gas, less aperating expenses, therstofore acerued to the credit of the logt iwcrest, on un acresge basis,
up to the amount of unrecovered costs;

(b) Proceeds, less operating expenses, thereafter accrued attributable to the lost interest on an acreage basis, of thet portion of
oil and gas thereafter produced and marketed (exclnding production from any wells thereafter drilled) which, in the abscnce of such Jease

would be atiributable to the lost interest on an acreage basis, up to the amount of unrecovered costs, the proceeds of said
portion of the oil and gas to be contributed by the other parties in proportion to their respective interest; and,
(c) Any monics, up to the amount of unrecovercd costs, that may be paid by any party who is, or becomes, the owner of the interest
lost, for the privilege of participating in the Contract Arca or becoming a party to this agreement.

of tjtle
3. Qther Losses: All losses / incured, other than those set forth in Anicles JV.B.1. and 1V.B.2. above, shall be joint losses
and shall be borne by all parties in proportion to their inlcrests, Thure shall be no read;ustment of interests in the remaining portion of

the Coniract Area.
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A.A.P.L. FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE V.
QOPERATOR
A. Desigaation and Responsibilities of Operator:
Chesapeake Exploration Limited nership, by and throngb its agent Chesapeak: rating, Inc shall be the

Operator of the Contract Area, and shall conduct and direct and have full controt of all operations on the Contract Area as permitted and
required by, and within the limits of this agreement. It shal! zonduct all such operations in & good and workmanlike manner, but it shall
have no lighility zs Operator to the other partics for losses sustained or liabilities incurred, except such &s may result from gross

negligence or wiltful misconduct.

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

). Resignation_or Removal of Operator.  Operater may resign st any time by giving written notice theteof to Non-Operators,
1f Operator terminates its legal existence, no longer owns an interest hersunder in the Contract Area, or is no longer capable of serving as

Opesator, Operator shall be deemed to have resigned without eny action by Non-Operators, except the selection of a Op

may be removed if it fails or refuses to carry out its dutics hereunder, or becomes insolvent, bankrupt or is placed in receivership, by the
affirmative vote of Two (2} or more Non-Operators owning a majority intercst based on ownersiip Bs shown on Exhibit “A” remaining
after excluding the voting interest of Operator. Such resignation 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 aRer the giving of notice of resignation by Operator or action
Operator has been selected and assumes the duties of Operator at an earlier

by the Non-Op to remove Op unless a
date. Operator, after effective daie of resignativn or removal, shall be bound by 'F‘ﬁ:“'a'e'" hereof as 2 Non-Operator. A change of a cor-

. afiitial ‘e :
porate name or structure of Operator or transfer of Operator's interest to any / ssages subsidiary, parent or 3 corporztion shall not

be the basis for removal of Operator.

2. Selection of Successor Operator; Upon the resignation of removal of Operator, a successor Operator shall be sclected by
the parties. The successor Operator shall be selected from the parties ouning an interest in the Contract Area at the time such successor
Operator is selected. The successor Operator shall be selected by the affirmative vote of two (2) of.more parties owning a majority interest
based on ownership as shown on Exhibit “A™; provided, however, if an Operator which has been removed fails to vote or votes only o
succeed itself, the successor Operator shall be selected by the affirmative vore of two (2) or more parties owning a majority interest bascd
on ownership as shown on Exhibit “A™ remaining after excluding the voting interest of the Operator that was removed.

C. Employees:

The number of employees used by Operator in conducting operations hereunder, their selection, and the hours of labor and the
compensation for services performed shall be determined by Operator, and afl such employees shall be the employecs of Operator.

D. Driling Contracts:

Al wells drilled on the Contract Arca shall be drilled on » competitive contract basis at the usual rates prevailing in the area. If it so
desires, Operator may employ its own tools and equipment in the drilling of wells, but its charges therefor shall not exceed the prevailing

£ ouch-eh hall-b " bath. WPEP " before-daling d. and
# & hat T3 UPOR-DY-HRO-PATHOT IR 23 E-Of

rates in the arca end-the-rat
such work shall be performed by Operator under the same terms end conditions es are customary and usuel in the area in contraets of in-

dependent contractors who are doing work of a similar nature.

ARTICLE V1,
" DRILLING AND DEVELOPMENT

A.  Initial Weil:

On or before the 1st day of May , 2008 _ , Operator shall commence the drilling of a well for
i) and gas at the following location:

660" FSL & 990" FEL Section 4, Township 21 South, Range 35 East, NMPM, Lea County, New Mexico

and shall thereafier continue the drilling of the wel} with due diligence to s depth of 12,100 feet or & depth sufficient, in
Operator’s sole opinion, to adequately test the Morrow formation

unless granite or other practically impenctrable substance or condition in the hole, which renders further dnilling impractical, is en-
countered ata lesser depth, or unless all partics agree 1o complete or abandon the well at a lesser depth.

Operator shall make reasonable tests of all formations encountered during dJrilling which give indication of containing oil and
ges in quantitics sufficicnt to rest, unless this agreement shall be limited in its application to a specific formation or formations, in which
event Operator shall be required (o test only the formation or formations to which this agreement may apply.
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ARTICLE Vi
continued

If, in Operator's judgment, the well will not produce oil or gas in paying quantities, and it wishes to plug and abandon the
well as & dry hole, the provisions of Article VLE. 1. shall thereufter apply.

B.  Subsequent Operations:

1. Proposed Operations: Should any party herew desire to drill any well on the Contract Area other than the well provided
for in Article VLA, or to rework, deepen or plug back 2 dry hole drilled at the joint expense of all parties or 8 well jointly owned by all
the parties and not then producing in paying quantities, the party desiring to dnill, rework, deepen or plug back such a well shall give the
other parties written nolice of the proposed operation, specifying the work to be performed, the location, proposed depth, objective forma-
tion and the estimated cost of the operation. The parties receiving such a notice shall have thirty (30) days after receipt of the notice
within which to notify the party wishing to do the work whether they elect to participate in the cost of the proposed operation. If a drill-
ing 1ig is on location, notice of 8 proposal to rework, plug back or dril! deeper may be given by telcphone and the response period shall be
limited to forty-cight (48) lmurs.'}. % of Saturday, Sunday, and legal holidays. Failure of a party recciving such notice to reply within
the period above fixed shall constitute an election by that party not fo participate in the cost of the proposed operation. Any notice or
given by telephone shall be promipily confirmed in writing.

1

P

If all parties elect to participate in such a proposed operation, Operator shall, within ninety (S0) days after expiration of the notice
period of thirty (30) days (or as promptly as possible aftc: the expiration of the forty-eight (48) hour period when a drilling rig is on loca-
tion, as the case may be), actually commence the proposed operation * and complete it with duc diligence at the risk and expense of all par-
ties hereto; provided, however, said commencement date may be extended upon written notice of same by Operator to the other parties,

for a period of up to thirty (30) additional days if. in the sole opinion of Operator, such additional time is reasonably necessary to obtain
tete title ex-

permits from governmental authorities, surface rights (including rights-of-way) or appropriate drilling equip or to p
amination or curstive matter required for title approval or P Notwithstanding the force maj provisions of Article X1, if the
actual operation has not been commenced within the time provided (including any extension thereof as specifically permitted herein) and
if any party hereto stil] desires to conduct said operation, written notice proposing same must be resubmitted to the other partics in accor-
dance with the peovisions hereof as if no prior proposal had been made.

2. Openations by Less than All Parties: 1f any party receiving such notice as provided in Arnicle V1.B.1, or VILD.Y, (Option
No. 2) elects not to participate in the proposed operation, then, in order 1o be entitled to the benefits of this Article, the party or parties
giving the nolice and such other purtics as shall clect to participate in the operation shall, within ninety (90) days after the expiration of
the notice period of thirty (30) days (or as promptly as possibic afier the expiration of the forty-eight (48) hour period when a drilling rig is
the d ion * and lete it with due diligence. Operator shall perform all

piop L T

on location, as the case may be) actually
work for the account of the Consenting Parties; provided, however, if no drilling rig or other equipment is on location, and if Operator is
a Nor-Consenting Party, the Consenting Parties shall either: () request Operator to perform the work required by such proposed opera-
tion for the account of the Consenting Parties, or (b) designate one (1) of the C ing Partics as Op to perform such work. Con-
senting Parties, when conducting operations on the Contract Area pursuant to this Article VI.B.2., shall comply with all terms and con-

ditions of this agreernent.

* Nothing contained herein shail prohibit Operator or the participating parties from actually commencing the proposed
aperation before the explration of the notice period nor shall the tinning of such commencentent affect in any way the validity of g

party’s election or deemied election.

Vinahl,

It less than all parties approve any proposed operation, the propesing party, i diately after the expiration of the app
notice period, shall advise the Consenting Parties of the total interest of the parties approving such operation and its recor d as
‘jn‘ﬁl“s"‘nfé the Consenting Parties should p d with the operalion as proposed. Each Ci ing Party, within forty-cight (48) hours

of Saturday, Sunday and legal holidays) after receipt of such notice, shalf advise the propasing party of its desire to (1) limit par-
ticipation to such party's interest as shown on Exhibit “A" or (b) carry its proportionate part of Non-Ci ing Parties’ i ts, and
failure to advise the proposing party shall be deemed an election under (a). In the event a drilling rig is on location, the time permitted for
such a response shall not exceed & total of farty-eight (48) hours (inclusive of Saturday, Sunday and legal holidays). The proposing party,
at its ¢lection, may withdraw such proposal if there is insufficient participation and shall promptly notify all parties of such decision.

The entire cost and tisk of conducting such operations shall be bome by the Consenting Parties in the propotions they have
elected to bear same wnder the terms of the preceding paragraph. C ing Parties shall keep the leasehold estates involved in such
operations free and clear of all liens and cncumbrances of every Kind created by or arising from the operations of the Consenting Parties.
If such an operation results in a dry hole, the Consenting Parties shall plug and abandon the well and restore the surface location at their
sole cost, risk and expense. 1f any well drilled, reworked, deepened or plugged back under the provisions of this Article results in a pro-

ducer of oil and/or gas in paying quantities, the Conser:ting Parties shall complete and equip the well to produce at their sole cost and risk,
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ARTICLE VI
continued

and the well shall then be tumned over to Operator and shall be operated by it at the expense and for the account of the Consenting Per-
ties. Upon of op for the drilling, reworking, deepening or plugging back of any such well by Consenting Parties
in accordunce with the provisions of this Article, sach Non-Consenting Party shull be deemed 10 have relinguished 1o Consenting Parties,
and the Consenting Parties shall own and be entitled to receive, in proportion to their respective interests, all of such Non-Consenting
Party’s intercst in the well and share of production therefrom until the proceeds of the sale of such share, calculated st the well, or
market value thereof if such share is not sold, (after deducting production taxes, excise taxes, royalty, overriding royalty and other in-
terests not excepted by Article II1.D. payable out of or measured by the producton from such well accruing with respect to such interest
until it reverts) shall equal the totai of the following:

500
(a) 400% of cach such Non-Consenting Party's share of the cost of any newly acquired surface equipment b§§§nd the wellhead
connections (including, but nol limited to, stock tanks, sey treaters, pumping equip and piping), plus 160% of each such
Non-Consenting Party's share of the cost of operation of the well commencing with first production and continuing until each such Non-
Ci ing Party’s relinquished interest shall revert to it under other provisions of this Article, it being agreed that each Non-
Consenting Party’s share of such costs and equipment will be that interest which would have been chargeadle to such Non-Consenting

Party had it participated in the well from the beginning of the operations; and

(b) 500 % of that portion of the costs and expenses of drilling, reworking, deepening, plugging back, testing and completing,

after deducting any cash contributions received under Article VEL.C,, and 500 % of that pontion of the cost of newly acquired equip-
ment in the well (to and including the welihead connections), which would have been chargeable to such Non-Consenting Party if it had

participated therein.
An clection not to participate in the drilling or the deepening of a well shall be d d an election not to participate in any re-
working or plugging back operation proposed in such & well, or portion thereof, to which the initial Non-Consent election applied that is

conducted at any time prior to full recovery by the Consenting Parties of the Non-Ci ing Party’s sccount. Any such
reworking or plugging back operation ccaducted during the p period shall be deemed par of the cost of operation of said well
and there shall be added to the sums to be recouped by the Consenting Panies'yzne hundred percent ?-}“009%) of that portion of the costs of
the reworking or plugging back operation which would have been chargeable to such Non-Consenting Party had it participated therein. If
such & reworking or plugging back operation is proposed during such recoupment period, the provisions of this Article V1.B. shall be ap-

plicable as b said C ing Parties in said well.

During the period of time Consenting Parties arc entitled 10 receive Non-Consenting Party’s share of production, or the
p ds therefrom, C ing Parties shall bc responsible for the payment of all production, severance, excise, gathering and other
taxes, and all royalty, overriding royalty and other burd pplicable to Non-C: ing Party's share of production not excepled by Ar-
ticle 111.D.

In the case of any reworking, plugging back or decper drilling operation, the Consenting Parties shall be permitted to use, free
of cost, all casing, tubing and other equipment in the well, but the ownership of all such equipment shall remain unchanged; and upon
abandonmemt of @ well aficr such reworking. plugping back or deeper drifling, the Consenting Panties shall sccoumt for all such eguip-
ment to the owners thereof, with each party receiving its proportionate part in Kind or in value, less cost of salvage.

Within sixty (60) days aftor the completion of any operadon under this Article, the party conducting the operations for the
Consenting Parties shall furnish cach Non-Consenting Party with an inventory of the i in and d to the well, and ao
itemized statemcnt of the cost of drilling, despening, plugging back, testing, completing, and equipping the well for production; or, at its
option, the operating party, in liex of an itemized statement of such costs of operation, may submil a detailed of hly biil-
ings. Each month thereaficr, during the time the Consenting Parties are being reimbursed as provided above, the party conducting the
operations for the Consenting Parties shall furnish the Non-Consenting Parties with an itemized statement of all costs and liabilities in-
curred in the operation of the well, together with a of the quantity of oil and gas produced from it and the amount of proceeds
realized from the sale of the well's working interest production during the preceding month. In determining the quantity of oi} and gas
produced during any moath, Consenting Parties shall use industry accepted methods such as, but not limited to, metering or periodic
well tests. Any amount realized from the sale or other disposition of equipment newly acquired in connection with any such operation
which would have been owned by s Non-Consenting Party had it participated therein shall be credited against the total unreturned costs
of the work done and of the equif hased in di ining when the interest of such Non-Consenting Party shall revert to it as
above provided; and if there is a credit balance, it shall be paid to such Non-Consenting Party.
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) ARTICLE VI
continued

interest the amomi:s prov(ided for above,

?Twmg e month o prle):loe':sion, such Non-

1f and when the Consenting Parties recover from a Non-Consenting Party’s rehnqmﬁhg
on the Al t day o1 the nt! g‘h

the relinquished interests of such Non-Consenting Pesty shell automancnliy revert to it / , and,
Consenting Party shall own the same imerest in such well, the material and equipment in or pertining therero, and the production
therefrom as such Non-Consenting Party would have been entitled to had it padicipated in the drilling, reworking, deepening or plugging
back of said well. Thereafier, such Non-Consenting Party sh!i be charged with and shall pay its proportionate part of the further costs of
ing Procedure attached hereto.

the operetion of said well in accordance with the terms of this ag; and the A

Notwithstanding the provisions of this Article VI.B.2,, it is agreed that without the mutus! consent of all parties, no wells shall
be completed in or produced from a source of supply from which a well located elsewhere on the Contract Ares is producing, uniess such
well conforms to the then-existing well spacing patiern for such source of supply.

The provisions of this Article shall have no application whatsoever to the drilling of the initis] well described in Article VLA,
except {a) as to Article YILD.1. (Option No. 2), if selected, or (b} as to the reworking, deepening and plugging back of such initial well
afer if has been drilied to the depth specified in Article VI.A. if it shall thereafler prove to be a dry hole or, if initially ccrpleted for pro-
duction, ceases to produce in paying quantities:, or { ¢ ) Operator proposes to recomplete additional zones in any producing well drilled

under the terms of this Agreement.

3. Stapd-Bv Time: When a well which has been drilled or deepened has reached its authorized depth and all tests have becn
completed, and the results thereof fumished to the parties, stand-by costs incuned pending response to a pasty’s notice proposing a
reworking, deepening, plugging back or completing operation in such a well shall be charged snd borme as part of the drilling or deepen-
ing operation just completed. Stand-by costs subsequent to all parties responding, or expiration of the time permitted, whichever
first occurs, and prior fo agreement as o the participating interests of all Consenting Parties pursuant to the terms of the second gram-
matical paragraph of Article VL.B.2,, shall be charged 10 and bome as part of the proposed operation, but if the proposal is subsequently
withdrawn because of insufficient participation, such stand-by costs shall be allocated beiween the Consenting I'arties in the proportion
cach Consenting Party's interest as shown on Exhibit “A” bears to the total interest as shown on Exhibit “A” of all Consenting PMar-

ties.

4. Sidetracking; Except as hercinzfter provided, those provisions of this agreement applicable o 8 “deepening” operation shall
also be appliceble to any proposal to directionally control and § (ly deviatc a weil fram vertical so as to change the bottom hole
{ocation (herein call “sidetracking”), unless done to straighten the hoie or lo drill around junk in the hole or hecause of other
mechanical difficulties. Any party having the right to participate in a proposed sidetracking operation that does nos own en interest in the
affected well bore at the time of the notice shall, upon electing to panicipate, tendes 1o the well bore owners its propontionate share (squal

to its interest in the sidetracking operation) of the value of that pottion of the existing wefl bore (o be utilized as follows:

(a) If the proposal is for sidetracking an existing dry hole, reimburscment shall be on the basis of the actua: costs incurred in
the initia} drilling of the well down 1o the depth 8t which the sidetracking opration is initiated.

(b) If the proposal is for sidetracking a8 well which has previously produced, reimbursement sholl be on the basis of the well's
salvable maicrials and cquipment down 10 the depth ar which the sidetzacking operation is initiated, determined in accordance with the
provisions of Exhibit “C™, less the estimated cost of sulvaging and the estimated cost of plugging and abandoning.

In the event that notice for a sidetracking operation is given while the drilling rig to be utilized is on location. the response period
shall be limited to forty-eight (48) hours,l?% of Satucday, Sunday and legal holidays; provided, however, any party may request and
receive up to eight (8) additional days after expiration of the forty-cight (48) hours within which to respond by paying for all stand-by time
incurred during such extended response period. If more than one party elects to take such additionat time to respond to the notice, stand
by costs shall be allocated between the parties taking additional time to respond on a day-lo-day basis ir. the proportion each electing par-
ty's interest as shown on Exhibit “A” bears 10 the total interest as shown on Exhibit “"A™ of all the electing perties. In all other in-
stances the response period (o a proposal for sidetracking shall be limited to thirty (30) days.

C. TAKING PRODUCTION IN KIND:

Each pacty shall ke in kind or seperately dispose of its proportionate share of oll oil and gas produced from the Contract Area,
exclusive of production which may be used in development and producing operations and in preparing and treating oil und gas for
marketing purposes and production unavoidably jost. Any extra expenditure ancurred in the taking in kind or separate disposition by any
party of its proportionate share of the production shall be bome by such party. Any pasty taking its share of production in kind shalf be

-7-
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ARTICLE VI
coutinued

required 1o pay for only its proportionate share of such past of Operator’s surfuce facilities whick it uses.

ey arty, hall th—cdiasicn ordes 4. Y £ 1k L £ tarast v Lram

Each-party ¢ rders—and as-may-be y~for-the—sale—efits—ir P rom
tha-Contract—A V-1 et ideiin-AstieleVTI-B- hall-be. Litlad 4 H di: I da. B ih. £ L

the a-andrexcept-as-provided—in-Asticle—VI:-B-—shall-be pay irootly-frem—the theroof—for

In the event any party shall fail to make the arrangements necessary to take in kind or separately dispose of its proportionate share of
the oil‘f‘ pr&;u%.esd from the Coatract )’en, Oremor shal! have the right, subject to the revocation at will by the party owning> it, but not
the obligation, to purchase such o.if? gtr 5:1! it to athers at any time and from time to iime, for the account of the non-laking party at the
best price ebtainable-tn-the-ares for such production, Any such purchase or sale by Opcrator shall be subject always to the ﬁfl‘r“ &frth:'
owner of the production to cxercise al any time its right to take in kind, or separately dispose of, its share of all o )’ nolgprcﬁously
delivered to a purchaser. Any purchase or sale by Operator of ény other patty’s share of oil shall be only for such reasonable pericds of
time 8s sre consi with the mini needs of the industry under the particular circumstances, but in no event for 8 period in excess

ofone (1) year.

In the event one or more parties’ separate disposition of its share of the gas causes split-stream deliveries t0 scparate pipelines and/or
deliveries which on a day-to-day basis for any reason are not exactly equal to a party’s respective proportionate sharc of total gas sales to
be all d to 1, the balancing or accounting betwesn the respective accounts of the parties shall be in accordance with any gas balancing

agreement between the parties hereto, whether such an agreement is attached as Exhibit “E”, or is a separate agreement.

D. Access to Contract Area snd Information:

Each party shall have access to the Contract Arca at all rcasonable times, at its sole cost and rigk to inspect or observe operations,
and shal! have access at ble times to infc ion pertaining to the di or thercof, including Operator’s books
and records relating thereto. Operator, upon request, shall famish each ?f ﬂlf other ranics with copies of all forms or reports filed with

. . I nd actital montbly oil and gis production and sales volumes
govemmental agencies, daily drilling reports, well logs, / tank-lables-doHy-gougd-and-run-tiekets-and-ropors-of-stool-en-hand-ei-the-first-of
ooch-menth, and shall make avaiiable samples of any cores or cuttings taken from any well drilied on the Contract Area. The cost of
gathering and fumnishing information to Non-Opcrator, other than that specified above, shall be charged to the Non-Operator that re-
quests the Information. / Non-consentiug parties shall be denied access to the well location and well information until the non-consent

F

period has expired.
E. Abandonment of Wells:

1. Abandonment of Dry Holes: Eacept for any well drilled or deepened pursuent 1o Article VILB.2,, any well which has been
drilied or deepened under the terms of this ag and is proposed to be picted as a dry hole shall not be plugged and abandoned
without the consent of all parties. Should Operator, after diligent effort, be unable to contact sny party, or should any party fail 1o reply
within forty-cight {48) hours (exclusive of Saturday, Sunday and legal holidays) after receipt of notice of the proposal to plug and aband
such well, such party shall be deemed 10 have d to the proposed abandi . All such wells shall be plugged and abandoned in
accordance with applicable regulations and at the cost, risk and expense of the pasties who participated in the cost of dilling or decpening
such well. Any party who objects to plugging and abandoning such well shall have the right to take over the well and conduct further
operations in scarch of oil and/or gas subject to the provisions of Article VLE.

2. Abandonment of Wells thy bave Produced; Excepi for eny well in which a Non-Consent operation has been

hereunder for which the Consenting Parties hava not been fully reimbursed as herein provided, any well \\'chh l'gns been completed as a
: who ‘par”cl ated In the cost of drilling the wefl

producer shail not be plugged and abandoned without the consent of all parties /, | parties conseot to such aEandonmcnt, the well shall

be ptugged and abandoned in accordance with applicable regulations and at the cost, risk and expense of all the parties hereto, If, within

thirty (30) days afier receipt of notice of the proposed abandonment of any well, alf parties do not agree (o the abandonment of such weil,

those wishing to continue its operation from the interval(s) of the formation(s) then open to production shall tender to each of the other

parties its proportionate share of the value of the well’s salvable male?'al and e(Lui ment, detemined i gccordance wirth the v'sinns of
PRI i el oy O 6%
s " . . . e onsen ! ment &
Exhibit “C", less the estimated cost of salvaging and the estimated cost of pluggfng nm? abmdon:ng s P.:é: 2 u?don?ng party g\ah assign
the non-abandoning parties, without wamanty, express or implied, as to title or as to quantity, or fitness for use of the equipment and

material, all of its intecest in the well and related cquipment, togethes with its interest in the leasehold estate as to, but only as to, the in-

4 '

terval or infervals of the formation or formations then open to production. If the interest of the abandoning party is or includes an oil and
gas interest, such party shall execute and deliver to the ron-abandoning party or parties an oil and gas Icase, limited to the interval or in-
tervals of the forrmation or formations then open to production, for a term of one (1) year and sc long thereafter as oil and/or gas is pro-
duced from the imerval or intervals of the formation or formations cavered thereby, such lease to be on the form attached as Exhibit
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“B”, The assignments or leases so limited shall encompass the “drilling unit” upon which the well is loceted. The payments by, and the
assignments or ieascs to, the assignees shall be in a ratio based upon the relationship of their respective p ge of pariicipation in the
Conrract Area to the aggregate of the percentages of participation in the Contract Area of all assignees. There shall be no readjustment of

interests in the remaining portion of the Contract Area,

Thereafter, abandoning partics shall have no further responsibility, liability, or interest in the operation of or production from
the weAl‘inl ‘ﬂ; Ei&tizrval or intervals then open other than the royalties retained in any iease made under the tetms of this Articie. Upen-re-
quest; / (Spermor sﬁ'all continue to operate the assigned well for the of the non-abandoning parties at the rates and charges con-

plated by this ag plus any additional cost and charges which may arise as the result of the separate ownership of the assigned
well. Upon proposed aband of the producing interval(s) assigned or leased, the assignor or Iessor shal! then bave the option o

repurchase its prior interest in the well (using the same valuation formula) and participate in further operations therein subject fo the pro-

visions hereof.

3. Abandonment of Non-Consent Operations; The provisions of Article VI.E.l. or VI.E.2 above shall be applicable as between

Consenting Parties in the event of the proposed abandonment of any well excepted from said Articles; provided, however, no well shali be
permanently plugged and abandoned unless and until all parties having the right to conduct further operations therein have been natified
of the proposed sbandonment and afforded the opportunity to elect to take over the well in accordance with the provisions of this Anticle

VIE.

ARTICLE VIL
EXPENDITURES AND LIABILITY OF PARTIES

A. Liability of Parties:

The liability of the parties shall be several, not joint or collective. Each party shall be responsiule only for its obligations, and
shall be lisble only for its proportionate share of the costs of developing and operating the Contract Area. Accordingly, the liens granted
among the partics in Article VILB. are given 10 sccure only the debts of cach severally. It is not the intention of the parties to create, nor
shall this ag be das ing, 3 mining or other partacrship or association, of to render the parties Kable as parmers.

'

B. Liens and Payment Defaults:

Each Non-Operator grants to Operator a lien upon its oil and gas rights in the Contract Area, and a security interest in its share
of oil and/or gas when extracted and its interest in all equipment, to sccure payment of its share of expense, together with interest thereon
at the rate provided in Exhibit “C". To the extent that Operator has a security interest under the Uniform Commercial Code of the
state, Operator shall be entitled to exercise the rights and remedies of a secured party under the Code. The bringing of a suit and the ob-
1eining of juig by Ope for the d indebted shall not be d d an election of dies or otherwise affect the lien
rights or secunty intercst as security for the payment thereof. In addition, upon default by any Non-Operator in the payment of its share
of expense, Operator shall have the right, without prejudice to other rights or remedics, to coliect fiom the purchaser the proceeds from
the sale of such Non-Operator’s share of oil and/or gas until the amount owed by such Non-Operatat, plus interest, has been paid. Bach
purchaser shall be entitled fo rely upon Operator’s written statement concerning the amount of any default. Operator grants a iike lien
and security intcrest to the Non-Operatars to sccure pavment of Operator's proportionate share of expense.

If any panty fails or is unable to pay its share of expense within sixty (60) days afier rendition of a statement thercfor by
Operator, the non-defaulting parties, including Op shall, upon request by Operator, pay the unpaid amount in the proportion that
the interest of each such party bears to the interest of all such parties. Each party so paying its share of the unpaid amount shal, to obtain
reimbursemnent thereof, be subrogated to the security rights described in the foregoing paragraph.

C. Payments and Accounting:

Except as herein otherwise specifically provided, Operator shall promptly pay and discharge expenses incurred in the development
wnd opertion of the Contract Area pursvant 1o this agreoment and shall charge each of the parties hereto with their respective propor-
tionate shares upon the expense basis provided in Exhibit "C”. Operator shali kecp an accurate record of the joint account hereunder,
showing expenses incurred and charges and credits enade and received.

Operaror, at its election, shall have the right from time to time to demand and receive from the other parties payment in advance
of their respective sharcs of the estimated amount of the expense W be incurred in operations hereunder during the next succeeding
month, which right may be ised only by submission to cach such party of an itemized of such esti d expense, togeth
with an invoice for its share thereof. Each such statement and invoice for the payment in advance of esti d exp shall be submitted
on or before the 2015 day of the next preceding month. Eack: panty shall pay to Operator its proportionae share of such estimate within
fifieen (15) days after such estimate and invoice is received. If any party fails to pay its share of said estimate within said time, the amount
due shall bear interest as provided in Exhibit “C" until paid. Proper adjustment shall be made menthly between advances and actual ex-
pense 10 the end that each panty shall bear and pay its proportionate share of sctual expenses incurred, and no more.,

D. Limitation of Expenditures:

I. Ruili o Deepen;  Without the consent of all parties, no well shall be drilled or decpencd, cxcept eny well drilled or deepened
pursuant to + - provisions of Article VL.B.2. of this agrccment. Consent to the drilling or decpening shatl include:
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ARTICLE VII
continved

O Option No. 1. Al y expendi for the drilling or deepening, testing, pleting and cquipping of the well, including

necessary tankage and‘or surface facilities.

@ Qption No. 2. All necessary expenditures for the driiling or deepenin, nndl!eslmg of the well. When such well has resched its
authorized depth, and all tests have been complered, and the results thereo‘}/ %umwgod to the parties, Operator shall give immediate notice
to the Non-,Og’emors who have the right to perticipate in the completion costs. The partics receiving such notice shali hiave forty-cight
(48) hours (! exorerse of Saturday, Sunday and legal holidays) in which o elect to participate in the setting of casing and the completion at-
tempt. Such election, when made, shall include 10 all y expendi for the pleting and equipping of such well, in-
cluding necessary tankage and/or surface facilitics. Pailure of any party receiving such notice to reply within the period above fixed shall
constitute an ciection by that party not 10 participate in the cost of the completion atiempt. If one or more, but less than all of the partics,
elect 1o set pipe and fo attempt a completion, the provisions of Article V1B.2. hercof (the phrase “reworking, deepening or plugging
back™ as contained in Article VL.B.2, shall be deemed to include “completing”) shall apply to the operations thereafier conducted by less

than all panies.

2. Rework or Plug Back; Without the consent of all parties, no well shall be reworked or plugged back except a wel) reworked or
plugged back pursuant to the provisions of Article VI.B.2. of this agreement. Consent 1o the reworking or plugging back of a well shall
include all necessary expenditures in conducting such operations and completing and equipping of said weli, including nccessary tankage

and/or surface facilities,

3. thg_gp_u_ﬁm Without the consent of all parties, Operator shall not undertake any single project reasonably estimiated

to requirg an expenditure in excess of Fifty Thougand Dollars (55000000 )

except in connection with a well, the drilling, reworking, deep pleting, pleting, or plugging back of which has been

previously authorized by or p to this agr provided, h , that, in case of explosion, fire, flood or other sudden
emergency, whether of the same or different nature, Operator may take such steps and incur such exp as in its opinion are required
to deal with the emergency to safeguard life and property but Opetator, as promptly as possible, shall report the emergency to the other
parties, 1t Operator prepares an authority for expenditure (AFE) for its own use, Operator shall fumish any Non-Operator so requesting
an information copy thereof for any single project costing in excess of Fifty Thousand

Dollars ($50,000.00 ) but less than the amount first set forth above in this puragraph. / An AFE Is an estimate only of costs and
in no way shall the execution of an AFE limit the liability of any pusty.

E. Rentals, Shut-la Well Payments and Minzimum Royaltles:

Rentals, shut-in well payments and minimum royaities which may be required under the terms of any lease shall be paid by the
party or parties who subjected such lease 1o this agreement at its or their expense. In the event two or more parties own and have con-
tributed interests in the same lease 1o this agreement, such parties may designate one of such panies to make said payments for and on
behalf of all such parties. Any party may request, and shall be entitled to receive, proper evidence of all such payments, In the event of
failure to make proper payment of any rental, shut-in well payment or minimum royalty through mistake or oversight where such pay-
ment is required to continue the lease in force, uny loss which results from suth non-payment shall be bome in accordance with e pro-
visions of Article IV.B.2.

Operator shall notify Non-Op of the anticipated pletion of a shut-in gas well, or the shutting in or retum to production
of a producing gas well, at least five (5) days (exciuding Saturday, Sunday and legal holidays), or at the earliest opportunity permitted by
circumstances, priot to taking such action, but assumes no liability for failure to do so. In the event of failure by Operator to so notify
Non-Operator, the loss of any lease contributed hereto by Non-Operator for faiture 16 make timely payments of any shut-in well payment
shall be bome jointly by the panties hereto under the provisions of Anicle IV.B.3.

F.  Taxes:

Beginning with the first calendar year after the effective date hereof, Operator shall render for ad valorem taxation all propercy
subject to this agreement which by law should be rendered for such taxes, and it shall pay all such taxes ssscssed thereon before they
become delinquent. Prior to the rendition date, each Non-Operator shall fumish Operator information as to burdens {to wclude, but not
be limited to, royalties, overriding royalties and production payments) on leases and oil and gas interests conuibuted by such Non-
Operator. If the d valuation of any lcasehold estate is reduced by reason of its being subject to outstanding excess royalties, over-
riding royalties or production payments, the reduction in ad valorem taxes resulting therefrom shall inure to the benefit of the owner or
ownets of such leasehold estate, and Operator shall adjust the charge to such owner or owners so as to reflect the benefit of such reduc-
tion. If the ad valorem taxes are based in whole or in part upon separate valuations of cach party’s working interest, then notwithstanding
anything to the confrary herein, charges to the joint account shall be made and paid by the partics hereto in accordance with the tax
value generated by cach party’s working interest. Operator shall bill the other parties for their proportionate shares of all tax payments in
the manner provided in Exhibit “C".

If Operator considers any tax assessment improper, Operstor may, st its discretion, protest within the time and manner
prescribed by law, and prosecute the protest to 8 final determination, unless all penties agree to sbandon th protest prior to final deter-
mination. During the pendency of administrative or judiciel proccedings, Operator may ¢lect to pay, under protest, all such taxes and any
intercst end penalty. When any such protested assessment shall have been finally dcicmincd, Operator shall pay the tax for the joint ac-
count, Together with any interest and penally accrued, and the total cost shall then be assessed egainst the parties, and be paid by them, as
provided in Exhibit “C".

Each party shall pay or cause to be paid all production, severance, excise, gathering and other :axes imposed upon or with respect
to the production or handling of such purty s share of oil andfor gas produced under the terms of this agrecment.

- 10 -
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ARTICLE VII
contipned

G. Insurance:

At all times while operati are ducted h der, Operator shall comply with the workmen's compensation lew of
the state where the operations are being ducted; provided, however, that Operator may be a seif-insurer for linbifity under said com-
pensation laws in which event the only charge that shall be made to the joint account shall be as provided in Exhibit “C™. Operator shall
also carry or provide insurance for the benefit of the joint account of the parties as outlined in Exhibit D", attached to and made 2 part
hereof. Operator shall require all contractors engaged in work on or for the Contract Area to comply with the workmen’s compensztion
taw of the state where the operations are being conducted and to maintain such other fnsurance as Operator may require.
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ARTICLE VIIL

ACQUISITION, MAINTENANCE OR TRANSFER OF INTEREST

A.  Surrcnder of Leases:

The leases covered by this agreement, insofar as they embrace ucn:age in the Contract Area, shall not be surrendered in whole
H ns consent shali be ne: ¢s_snr¥en:n rﬁ]l:&sé
T 8

or in part unless all pares consent thereto / & Ifa‘;: :L’lch has expired ar otberwise

However, should any party desire to surrender its interest in any lease or in any portion thercof, and the other partics do not
agree or consent thereto, the party desiring to surrender shall assign, without express or implied warranty of title, all of its interest in
such lease, or portion thereof, and any well, material and equipment which may be located thereon and any rights in production
thereafler secured, (o the parties not consenting to such surrender. If the interest of the assigning party is or includes an oil and gas in-
erest, 'lhe i party shall und defiver to the party or parties nfn consemmg. to sn}chcgurreréggn r:] m‘lnm?eyas lease covering
such oil and gas interest for a term of one (1) year and so long thereafter as of! and/or gas is pm(fhcecﬂ m the rand covered thercby, such
lease to be on the form attached hereto es Exhibit “B". Upon such assignmenl or lcesc, the assigning party shall be relieved from all
obligations thereafler accruing, but not theretofore accrued, with respect to the interest nssigncd or leased and the operation of any well
ahtributable thereto, and the assigning party shall have no further interest in the assigned or leased premises and its equipment and pro-
duction other than the royalties retained in any lease made under the terms of this Anticle. The party assignee or lessee shall pay to the
party assignor or lessor the reasonable salvage value of the latter’s interest in any wells and equipment atiributable to the assigned or leas-
ed acresge. The value of all material shall be determined in accordance with the provisions of Exhibit “C", less the estimated cost of
doning. If the assi or leasc is in favor of more than one party, the interest

salvaging and the estimated cost of plugging and at
shall be shared by such parties in the proportions that the interest of each bears to the total interest of all such parties.

Any assignment, Jease or surrender made under this pravision shall not reduce or change the assignor's, lessor's or surrendering
diately before the assi lease or suender in the balance of the Contract Ares; and the acreage

d, leased or dered, and subseq operations thereon, shall not thereafier be subject to the terms and provisions of this

arty’s interest as it was |
P

&

agreement,
B.  Renewal or Extension of Leases:

If eny party secures a renewal of any oil and gas lease subject to this agrcement, sl other parties shull be notified promptly, and
shall have the right for a period of thitty (30) days following receipt of such notice in which to elect to participate iw the ownership of the
renewal leasc, insofar as such Jease affects lands within the Contract Arca, by paying 1o the party who acquired it their several proper pro-
portionate shares of the acquisition cost allocated to that part of such lease within the Contract Area, which shall be in proportica to the
interests held at that time by the parties in the Contract Asea.

i€ some, but less than all, of the parties elect to participate in the purchase of a renewal lease, it shall be owned by the parties
who elect to participate therein, in a ratio based upon the relationship of their respective percentage of participation in the Contract Area
to the aggregate of the percentages of participation in the Contract Area of all parties participating in the purchase of such renewal lease.
Any renewal case in which less than all parties elect to panicipate shall not be subject to this agreement.

Each party who participates in the purchase of a renewal lease shall be given an assignment of its propertionate interest thercin
by the acquiring party.

The provisions of this Article shall apply to renewal leases whether they are for the entire interest covered by the expining lease
or cover only a portion of its area or ap interes: therein. Any rencwal lease taken before the expiration of its predecessor lease, or taken or

contracted for within six {§) months after the expiration of the existing lease shall be subject to this provision; but any lcase taken or con-
tracted for more than six (6) months afer the expivation of an cxisting lease shall not be deemed a renewal lease and shall not be subject to
the provisions of this agreement.
The provisions in this Article shall also be spplicable to extensions of oil and gas leases.
Cr—Acreageor Cash-Cobtributions:
~While—this—ag: +-is-in—foree—+E-any-pany i ibution--ei—eush do—the-driling—ef a—well-or—any—othot
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ARTICLE VII
continued
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Every sueh sale, encumbrance, wansfer or other disposition made by any party shall be made expressly subject to this sgreement
and shali be made without prejudice to the right of the other partics.

1f, at any time the intesest of any pasty is divided among and owned by four or more co-owness, Operator, at its discretion, may
require such co-owners 1o appoint a single trustce or agent with full authority to receive notices, approve expenditures, rcceive billings for

and approve and pny such party’s share of the joint expenses, and to deal generally with, and with power to bind, the co-owncrs of such
b d in this ag , however, 2]} such co-owners shall have the sight to enter

into and all for the disposition of their respective shares of the oil and gas produced from the Contract
Arer and they shall have the right to receive, separately, payment of the sale proceeds thereof.

party's interest within the scope of the op

or agr

E. Walver of Rights to Partition:

{f permitted by the laws of the stste or states in which the property covered hercby is located, each pasty hercto owning an
undivided interest in the Contract Area waives any and al! rights it may have to partition and have set aside 10 it in severalty its undivided

interest therein.
F—Prefereaticl-Right-to-Rurchases
Shoutd—any-porty-desire—to—seH-ali-or—any parof - under—his—agl Hs-Fghts—end— in-the—Gontraet
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ARTICLE IX.
INTERNAL REVENUE CODE ELECTION
This agreement is not intended to creaw, and shali not be construed to create, a relationship of partmership or an association

for profit between or among the panics hereto. Notwithstanding any provision herein that the rights and liebilities hereunder are several
and not joint or collective, or that this ag; and operations shall not constitute a partnership, if, for federal income tax
purposes, this agreement and the operations hercunder are regarded as a partnership, cach party hereby affected elects to be excluded
from the application of all of the provisions of Subchapter K", Chapter 1, Subtitle “A”, of the Intermal Revenue Cede of 1986, as per-
mitied and authorized by Section 761 of the Code and the regulations promwigated thereunder. Operator is authorized and directed 1o ex-
ecute on behalf of each party hereby affected such evidence of this election es may be required by the Secrctary of the Treasury of the
United States or the Federal Intemal Revenue Scrvice, including specifically, but not by way of limitation, all of the returns, statements,
and the data required by Federal Regulations 1.761. Should there be any requitement that cach party hereby affected give further
evidence of this election, cach such party shall execute such documents and fumish such other evidence as may be required by the
Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices or tzke any other
action inconsistent with the election made hereby. If any present or future income tax laws of the state or states in which the Contract
Area is located of any future income tax laws of the United States conwin provisions similar to those in Subchapter “K”, Chapter 1,
Subtitle “A", of the Internal Revenue Code of 1986, under which an elcction similar to that provided by Section 761 of the Code is per-
mitted, cach party hcreby effected shall make such election as may be permitied or required by such laws. In making the foregoing elec-
tion, each such party states that the income derived by such party from opcrations hereunder can be adequately determined without the

computation of partnership taxable income.

I Q
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ARTICLE X.
CLAIMS AND LAWSUITS
Operator may settle any single uni d third party damage claim or suit arising from operations h der if the expendity
does not exceed Fifty Thousan: Dollars
($50,000.00 )jand if the payment is in complete settlement of such claim or suit. If the amount required for settlement ex-

ceeds the above amount, the parties hercto shall assume and take over the further handling of the claim or suit, unless such authority is
delegated to Operator. All costs and expenses of handling, settling, or otherwise discharging such claim or suit shall be at the joint ex-
pense of the parties participating in the op from which the cleim or suit arises. If a claim is made sgainst any party or if any party is
sued on account of any matter ari'sing from operations hereunder over which such individual has no control because of the rights given
Operator by this agreement, such party shall immediately notify all other parties, and the claim or suit shall be treated as any other claim

or suit involving operations hereunder.
ARTICLE XL
FORCE MAJEURE

If any party is rendered nnai{le. wholly or in part, by force majeure to carry out its obligations under this agreement, other than
the obligation 1o make money payments, that party shall give to all other parties prompt written notice of the force majeure with
reasonably full particulars concerning it; thereupon, the obligations of the party giving the notice, so far as they are affected by the force
majeure, shalt be suspending during, but no lenger than, the continuance of the furce majeure. The affected party shali use all reasonable
diligence 1o remove the force majeure situation as quickly as practicable.

The requirement that any force majeure shall be Jied with all ¢ ble dispatch shall not require the settiememt of strikes,

lockouts, or other labor difficulty by the party involved, contrary to its wishes; how all such difficultics shall be handled shal] be entirely
within the di of the party

4

The term “force muyjeure™, 2s' here employed, shall mean ar act of God, strike, lockout, or other industrial disturbance, act of
the public enemy, war, blockade, p\»xblic riot, lightning, fire, storm, flood, eaplosion, g 1 action, gover I delay, restraint
or inaction, unavailability of equipment, and any other cause, whetlier of the kind specifically enumcrated above or otherwise, which is
not rcasonably within the control of the party cleiming suspension.

ARTICLE X1,
NOTICES

All notices authorized or required benveen the patties and required by any of the provisions of this agreement, unless otherwise
specifically provided, shal) be given in writing by mail or telcgram, postage or charges prepaid, oc by telex or telecopier and addressed to
the parties to whom the notice is given at the uddresses listed on Exhibit “A". The originating nofice given under any provision hereof
shall be deemed given only when received by the party to whum such notice is directed, and the time for such party to give any notice in
response thereto shall run from the date the originating notize is received. The second or any responsive notice shall be deemed given
when deposited in the mail or with the telegraph company, with postage or charges prepaid, or sent by telex or telecopier. Each party
shall have the right to change its address at any time, and from time 1o time, by giving wyitten notice thereof to all other parties.

ARTICLE XHI.
TERM OF AGREEMENT

This agreement shall remain in full force and effect as to the oil and gas leases and/or oil and gas interests subject hereta for the
period of time selected below; provided, however, no party hereto shall cver be construed as having any right, title or interest in or to any
lease or il and gas wterest contributed by any other pasty beyond the term of this agreement,

O Qption No. I; So long as any of the oil end gas Jeases subject 1o this agreement remain or are continued in force as to any pant
of the Contract Area, whether by production, extension, renewal, or otherwise.

Option_No. 2: In the event the wefl described in Article VLA, or any subsequent well drilled under any provision of this
agrecment, results in production of oil and/or gas in paying quantities, this agreement shall continue in force so long as any such well of
wells produce, or are cepable of production, and for an additional period of 90 days from cessation of all production; provided,
however, if, prior 1o the expiration of such additional period, one or more of the parties hereto are engaged in drilling, reworking, deepen.
ing, plugging back, testing or attempting to complete a well or wells h der, this agl shall continue in force until such opera-
tions have been completed and if produ‘c(ion results therefrom, this agizement shali continue in force as provided herein, In the cvent the
well described in Article VI.A,, or any Subsequent well drilled horeunder, resulis in a dry hole, and no other weil is producing, or capable
of producing oil andqu gas fiom the Contract Area, this agreemert shall terminete unless drilling, deepening, plugging back or rework-
ing operations are d within 90 days from tbe date of abandonment of said well,

It is agrced, however, that the termination of this ag; shall not relieve any pary hereto from any lability which has

accrued or attached prios to the date of such termination.
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ARTICLE XIV,
COMPLIANCE WITH LAWS AND REGULATIONS

A. Laws, Regulations and Orders:

This agreement shall be subject to the conservation laws of the state in which the Contract Area is located, to the valid rules,
regulations, and orders of any duly constituted regulatory body of said state; and to all other applicable federal, state, and local laws, or-

dinances, rules, regulations, and orders.

B. Governing Law:

This agreement and all matters pertaining hercto, including, but not limited to, matters of perfs non-p breach,

remedies, procedures, rights, duties, and interpretation or construction, shall be poverned and determined by the law of the state in which
iR+ shat the-las £ the-sutat £

the Contract Area is located. Jftho-GConirae Aroa-is-iA-two-oF- Mot the-low-of the-ste

shall-govens.
C. Regulatery Agencies:

Nothing berein contained shall grant, or be construed to grant, Operator the right or authority to waive or release any rights,

privileges, or obligations which Non-Operators may have under fedesal or statc laws or under rules, regulations or orders promuigated
under such Jaws in reference to oil, gas and mineral operations, including the locati peration, or production of wells, on tracts offset
ting or adjacent to the Contract Arca,

With respect to op h der, Non-Op agree 1o release Operator from any and all losses, damages, injuries, claims
and causcs of sclion arising out of, incident 10 or resulting directly or indirectly from Operator's interpretation or application of rules,
rufings, regulahons or orders of the Depanmem of Energy or pred or o to the extent such intcrpretation or ap-
plication was made in good faith. Each Non-Operator further agrees to reimburse Op for any pplicable 10 such Non-

Operator’s share of production thet:Operstor may be 1equired 1o refund, rebote of pay us a result of such an incorrect interpretanon or
application, together with interest and penaltics thercen owing by Operator as & result of such incomect interpreiation or application.

Non-Operators authorize Operator to prepare and submit such documents as may be required to be submitted to the purchaser
of any crude oil €ald heteunder or 1 any other person or entity pursuant to the requirements of the “Crude Oil Windfail Profit Tax Act
of 1980, as same may be amended from time to time (“Act”), and any valid reguiations or rules which may be issued by the Treasury

Department from time to time pursuant to said Act. Each party heteta agrees to furnish any and all certifications or other information
whicly is required to be furnished by said Act in a timely manner and in sufficient detail to permit compliance with said Act.
ARTICLE XV,
OTHER PROVISIONS

A. CONFLICTS

Notwithstaniding unything berein contajued to the coatrary, it is understood and apreed that if there is any conflict
between any part of or all of the terms and provisloos of Article XV and any other terms and provisions of this agreement,
the terms and provisions of this Article XV shall prevail and control.

B. ERIORITY OF OPERATIONS

If at any tirae there is more thn? onc operstion proposed in connection with any well subject to this agreement and if the
Consenting Parties do not agree on the sequence of proposed uperations, such proposed aperations shall be conducted in the

following sequence:

First - testing, coring or logging

Second - completion pts without plugging back in ding order from
deepest to shallowest depths;

Third - sidetracking in the order of least deviation from the original bottomhole
location to the greatest deviation;

Fourth . deepening of 2 well below the autborized depth In descending order
from shallowest to deepest depths;

Fifth - plugging back and completion attempts in ascending order from

decpest to shallowest depths.

.14 -
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C.  MISCELLANEOUS COS

The following expenses shal; be a direct charge, bome by the Joint Account as provided in Exhibit "Cr, and
shal not be included as administrative overhead as set forth in Part {11 of Exhibit "C".

L All reasonable costs mcurred by Operator, and necessary in its sole judgment, in obtaining spacing, pooling or
other orders or rulings flom state regulatory bodies or courts regarding the Contract Area.

2, Al reasonable costs incurred by Operator in complying with the Natural Gas Policy Act of 1978, ar in
complying with federal, ‘state or Jocal law for the obtaining and monitoring of any well classifications required
in the Natural Gas Policy Act of 1978; or in complying with any laws administered by, or any rules or
regulations promulgated by, through, or under the United States Department of Energy regarding the Contruct

Area,

D. MULTIPLE BILLING

In no event shall Operator be required to make more than three billings for the entire interest credited to each
Non-operator on Exhibit "A". If any Non-Operator to this Agreement disposes of any part or all of the interest credited
to it on Exhibit "A", hereinafter réferred to as "Selling Party", such Selling Party shall be solely responsible for billing
its assignee or assignees and shalliremain primarily liable to the other Parties for the interest or interests assigned until
such time as Selling Party has 1) designated and qualified the assignees to receive the billing for its interest, 2)
designated assignees have been approved and accepted by Operator, and 3) has furnished to Operator written notice of
the conveyance and photocopy of the recorded assignments by which the transfer is made. The sale or other disposition
of any interest in the leases covered by this agreement shall be made specifically subject to the provisions of this
Article. Operator’s approval will not be unreasonably withheld.

E. PAYMENT OF CERTAIN ROYALTIES

If at any time a portion or all of the Contract Area is subject to a valid drilling and spacing unit order entered
by the New Mexico Qil Conservation Division and notwithstanding the provision of Article [II.B. and Aricle III.C.
hereof with respect to payment of royalties, the Operator is hereby authorized to receive all soyalty proceeds from the
sale of gas production from each such drilling and spacing unit within the Contract Area and to remit such proceeds to
the parties entitled thereto. Non-Operators agree to direct their gas purchasers to remit all royalty proceeds to Operator
for distribution to royalty owners. If any gas purchaser refuses to remit directly to the Operator for any or all of Non-
Operator’s share of such procecds, then such Non-Operator shall within tea (10) days of receipt thereof, remit such
portion to Operator, less that portion of such Non-Operator's sharc of such proceeds attributable to its net revenue
interest in each such drilling and spacing unit. Suck proceeds shall be net after taxes and shall not include any portion
of the value of gas sold which in the opinion of a party hereto selling such gas, is subject to refund by virtue of an order
of the Federal Encrgy Regulatory Commission. Upon approval by the Federal Energy Regulatory Commission of any
portion of such rate subject to refund obligation, a Non-Operator shall, if increased royalties result, remit to Qperator
such increased royalty amount, which shall be distributed over the unit on the basis of royalty ownership at the time of
accrual. Each Non-Operator shall fumnish to Operator the names, addresses, tax identificaton or Social Security
numbers, and fractional interests of all owners of royalty in the leasehold and oil and gas interests contributed to the
unit by each Non-Operator and shall immediately advise Operator of any change in such data of which Non-Operator
subsequently becomes aware. If division order title opinions are not otherwise provided for herein, Non-Operator shall,
upon Operator's request, furnish Operator with copies of division order title opinions prepared by a reputable attomey
covering the land subject to Non-Operator's leaseholds or oil and gas interests in each drilling and spacing unit.
Operator shalt have no liability to Non-operator for losses sustained or liabilities incwred except as may otherwise be
provided herein. Each Non-Operator agrees to indemnify, hold and save Operator harmless from any claims, losses,
demands and causes of action which may be asserted by reason of an ervor in the ownership information furnished to
Operator and each Non-Operator shall indemnify operator against loss resulting from Operator's actions taken in
reliance upon any information furnished by Non-Operator to Operator ot by reason of Non-Operator withholding
payment of any sums which it belicves are subject to refund as bereinabove provided. Each party hereto agrees 1o hold
each other party harmless from any and all claims for royalty payments asserted by royalty owners to whom each party
is accountable.

F. PREPAYME F COST! EXPENSES

Notwithstanding any other provisions of this agreement, and without prejudice to any other rights of the
Operator, Operator will have the right to request and receive from each Non-Operator payment in advance of its
respective share of (i) lease acreage acquisition costs to the extent the Non-Operator is acquiring its Jeasehold interest
from the Operator and all or part of the completed well cost for the initial well to be drilled under Article VIA. or any
other well to be drilled hereunder to which such Non-Operator has consented, and (ii) the cost of any completion,
reworking, recompletion, sidetracking, deepening, plugging back operation or any other operation hereunder to which
such Non-Operator has consented (any such cperation under clause (i) or (i) being herein called a "Drilling
Operation™). Such request for advance payment may be made on all Non-Operators or on any one Non-Operator in
writing and may be either mailed, hand-delivered or transmitted by facsimile machine.

14(a)
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A Non-Operator receiving a request for advance payment will, within two (2) days of the receipt of such
request if a drilling rig is on location and within fifteen (15) days of the receipt of such request in all other cases, pay to
Operator in cash the full amount of such request. Operator will credit the amount to the Non-Operator's account for the
payment of such Non-Operator's share of costs of such Drilling Operation and, following the end of each month,
Operator will charge such accoun} with such Non-Operator's share of actual costs incurred during such month.

Payment of an advance Wwill not relieve a Non-Operator of the obligation to pay such Non-Operator's share of
the actual cost of a Drilling Opeération and, when the actual costs have been determined, Operator will adjust the
accounts of the parties by refunding any net amounts due or invoicing the parties for additional sums owing, which
additional sums shall be paid in accordance with the Accounting Procedure.

In the event a Non-Operator to which a request for advance payment was made does not, within the time and manner
above provided, fully satisfy the 1"equest for advance payment as provided in this paragraph F, then Operator may, in
the Operator’s sole discretion at any time prior to actual payment, exercise any one or more of the following rights and
remedies: (a) if the advance was requested for leaschold acreage acquisition or the drilling of the initial well under
Article VI.A., Operator may rescind and terminate this agreement as to such Non-Operator by written notice to such
Noa-Operator, and upon sendinglsuch notice, Non-Operator will be deemed to have relinquished all of its leaschold
and contract rights in the Contract|Area; (b) if the advance was requested for any Drilling Operation, including, without
limitation, the initial well driiled pursuant to Article VI.A., Operator may notify such Non-Operator that such Non-
Operator is deemed to have relinquished its interest in the well to which the Drilling Operation relates and to have
elected to go non-consent on such Drilling Operation under Article V1.B.2; (c) sue the Non-Operator who failed to pay
as provided above for its proportionate share of expenses plus interest; or (d) exercise any and all other rights and
remedies available to the Operator under this agreement and applicable Jaw. Each of the parties to this agreement
hereby agrees to execute and 'deliver to the other parties hereto any and all documents, agreements and
acknowledgments necessary to cvi‘;dencc any actions taken by the Operator pursuant to the provisions of this paragraph
F. All remedies herein provided are cumulative and not altemative, and no failure to exercise or delay in exercising any

such right will operate as a waiver thereof.

G. DISTRIBUTION OF REVENUE

Notwithstanding anything to the contrary contzined berein, and without prejudice to any other rights
possessed by Operator, Operator at its sole discretion, may receive the proceeds from all oil and/or gas production
attributable to any Non-Operator's ownership in the Contract Area and distribute those proceeds to said Non-Operator
during the next calendar month ensuing following receipt of the proceeds by Operator from the purchaser.

W:\Permian\Opcrated Wells\KF State 4 #1\JOA\V 4a & 14D Other Provisions.doc
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A.AP.L. FORM 610 - MODEL FORM OPLRATING AGREEMENT - 1982

ARTICLE XV].
MISCELLANEOUS

This agreement shall be binding upon and shall inure to the benefit of the parties hercto and 1o their respective heirs, devisees,

M AW -

jegal representatives, successors 2od assigns.

This instrument may be executed in any number of counterparts, each of which shall be considered an original for ail purposes.

IN WITNESS WHEREOF, this agreement shall be effective as of 9th day of March , (year) _2008 .

Q0 e ~NO

Sara Caldweli
11 who has prepared and circulated this form for execution, represents and warrants that the form

12 was printed from and with the exception listed below, is identical to the AAPL Form 610-1982 Model Form Operating Agreement, as
published in diskette form by Forms On-A-Disk, Inc. No ch alterati or modifi ~other-than these-ip-Astoles e —
14 have becn made to the form, other than as shown by strikeout and/or bald type.

—-
(]

16 OPERATOR

17 CHESAPEAKE EXPLORATION LIMITED

18 PARTNERSHIP by Chesapeake Operating, Inc.,
19 General Partner

22 Henry J. Hood, Scoior Vice President - Land and Legal

26 NON-OPERATORS

29 KAISER FRANCIS OIL COMPANY

34 TITLE:

3¢
SAMSON RESOURCES COMPANY

HY?

44 TITLE:

-15-
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EXHIBIT "A"

EXHIBIT A TO THAT CERTAIN JOINT OPERATING AGREEMENT DATED MARCH 9, 2005 BY
AND BETWEEN CHESAPEAKE EXPLORATION LIMITED PARTNERSHIP, AS OPERATOR AND
KAISER FRANCIS OIL  COMPANY AND_SAMSON RESOURCES COMPANY AS NON-

OPERATORS

1. Contract Area: SWi4 & SE/4 (AKA Units Q, R, S, T, U, V, W AND X), Section 4, Township
21 South, Range 35 Easi, Containing 320 acres, more or less,
. NMPM, Lea County, New Mexico

2. Restrictions as to dejgths and formations: None.

3. interests of Parties:
Owner Working Interest
Chesapeake Exploration Limited Partnership 50.000000%
P. O. Box 18496

Oklahoma City, Oklahoma 73154-0496
Aftention: Henry J. Hood

Kaiser Francis Oil Company 43.750000%
P.O. Box 21468
Tulsa, Oklahoma 74121-1468

Samson Resources Company 6.250000%
Centennial Tower

200 N Loraine, Suite.1010

Midland, TX 79701

TOTAL . 100.000000%

W.\Permian\Operated Welis\KF State 4 #1\JOA\Exhibit A Wi.doc
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‘ EXHIBIT “A-1"
ATTACHED TO AND MADE A PART OF THAT CERTAIN JOINT OPERATING
AGREEMENT MARCH 9, 2005 BY AND BETWEEN CHESAPEAKE EXPLORATION
LIMITED PARTNERSHIP, AS OPERATOR AND KAISER FRANCIS OIL COMPANY.

AND SAMSON RESQURCES COMPANY, AS NON-OPERATORS

INSOFAR AND ONLY INSOFAR as the following described Oil and Gas Leases cover
the SW/4 & SE/4 (AKA Units Q, R, S, T, U, V, W AND X), Section 4, Township 21
South, Range 35 East, Containing 320 acres, more or less, NMPM, Lea County, New
Mexico.

Lease No.: NM7230001-002

Lessor: State of New Mexico V0-7063

Lessee: Rubicon Oil & Gas |, LP

Lease Date: May 1, 2004

Legal Desc: SW/4 Section 4, Township 21 South, Range 35 East, Containing
160:acres, more or less, NMPM, Lea County, New Mexico

Lessor: State of New Mexico B1481
Lessee: Empire Gas and Fuel Company
Lease Date: December 19, 1832

Legal Desc: SE/4 Section 4, Township 21 South, Range 35 East, Containing
160 acres, more or less, NMPM, Lea County, New Mexico

END OF EXHIBIT "A-1"

WitPermianm\Operated Wells\KF State 4 #1\JOA\Exhibit A-1 Leases.doc
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THERE IS NO EXHIBIT "B”
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| COPAS 1884 ONSHORE
Recommended by the Councll
of Patroleum Accountants

EXHIBIT “c” — COPAS

Attached to and made a part of ___ithat certain Operating Agreement dated March 9, 200¢ by and between Chesa) c
Exploration 1.imited Parmesship, as Operator and Kaiser Francis Oil Company and Samson Resources Company, as Non-Operators

ACCOUNTING PROCEDURE
JOINT OPERATIONS

1. GENERAL PROVISIONS

Definitions

“Joint Property” shall mean the real and personal property subject fto ihe agreement to which this Accounting Procedure

is attached.

“Joint  Operalions” shall mcan all  operations nccessary  or  proper  for . the  develop i P i and
maintenance of the Joint Property.

"Joint Account” shall mean the account showing the charges paid and credits reccived in  the
Operations and which are 10 be shared by the Parties.

"Operator” shall mean the party designated to conduct the Joint Operations.

"Non-Operators" shall mean the Parties (o this agicement other than the Operator.

“Parties” shall mean Operator and Non-Operators.
“First Level  Supervisors®  shall mean  those employces whose primary function in Joint Operotions is the direct
employed on the Joint Property in a field operating

conduct of the Joint

supervision of other c¢mployses and/or contract labor  directly
capacity.

“Technical  Employees” shall mean those emplcyses having  special and  specific  engineering,
professional  skills, oand wl;mse prmary funclion in  Joint Operations 15 the hendling of specific operating  conditions and

geological or  other

prohlems for the benefit of the Joint Property.

"Pezsonal Expenses” shall mean travel and other reasonablc reimbursable expenses of Operator’s employees.
"Material" shalt mean g | property, equip or supplies acquired or held for use on the Joint Property.
“Controllable Material” shall mean Material which ot the time is so classified in the

Material  Classification  Manual  as

most recent:y recommended by the Council or Petrol Ace S

Statement and Billings

Operator  shall  bill Non-Operators on or before the Jast day of each month for their proportionate share of the Joint
Account for the preceding month. Such bills  will be accompanicd by statements which identify the authority for
expenditure,  lease  or facilfty, and all charges and credits summarized by appropriate classifications of investment and
expense  except that jtems of Contollable Material and  unusual charges and  credits shall be separately identified and

fully desenbed in detail.
Advances and Payments by Non-Operators

A, Unless otherwise provided for in the agreement, the Operator may require the Non-Operators 10 advance  their
share of estimated cash outiay for the succeeding month's operation within fificen (15) days alter receipt of the
billing or by the fist day of the month for which the advance is required, whichever is later. Operator shall adjust

each monthly billing to reflect advances received from the Non-Operators.

B. Each Non-Operator shall pay its proporticn of all bills within fifteen (15) days after receipt. If payment is not made
within such time, the unpaid balance shal} bear ixtezest moathly at the prime rate in effect at __Bank One of Oklahoma, N.A. +2%

on the first day of the month in which delinquency occurs plus 1% or the
ate permitted by the applicable usury laws in the state in which the Joint Property is located,

whichever is the lesser, plus attomey's fees, court costs, and other costs in connection with the collection of unpaid

amounts, '

QOperator may, at its option, choose 1o substitute other penalties desctibed elsewhere in this A for failure to pay bills within the thirt

(3% day umey frame depscnbed above. ! il pay b ¥

Adjustments

Payment of any such bills shall not prejudice the right of amy Non-Operator to prolest or question the comectness thereof;
dered to Non-Op by Operator during any calendar year shall

provided, however, all bills and
conclusively be presumed 0 be true and correct afler twenty-four (24) months following the end of ary such calendar
year, unless  within the said twenty-four (24) month period a Non-Operstor takes written exception thereto and  makes
F: le to Operator shall be made unlzss it is made within the same
of

claim on Operator for adjustm No
prescribed period. The provisions of this paragrph  shall not prevent adjustments resulting from a physical inventory

Conirollable Material as provided for in Section V.

COPYRIGHT © 1985 by the Council of Petroleum Accountants Societies.
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of Patroisum Accountants
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Audits

and 8! other Non-Operators, shall have the right to audnt

A. A Non-Operstor, upon notice in writing to Operator
within the twenty-four

Operator's  accounts i and records relating to the Joint Account for any calendar year

(2¢) momh petiod following the end of such calendar yeer, provided, however, the making of an- audit shall not

extend the time for the taking of written exception to and the ad of as proviced for in
Paragraph 4 of this Section 1. Where there are two or more  Non-Operstors, the Non-Operators  shall  make
. of i .

cost  incurred  under  this

every reasonsble effot to conduct a joint audit in 3 manner which will vesult in 2
toc the Operstor. Opemator shall bear no  potion of the Non-Operators’  audit
paragraph  unlcss nérced to by the Operator. The audits shall not be conducted more than once each year
withowt prior approval of Operator, except upon the resignation ot removal of the Operator, and shall be wmwade

at the expense of those Non-Operators approving such audit.

B.  The Operator shall reply in writing 10 an audit report within 180 days after receipt of such report.

Approval By Non-Operators

Where an approval or other agreement of the Paties or Non-Operators is  expressly required under other stctions of this
Accounting  Procedure and if the agreement to  which this  Accounting  Procedur¢ is  atiached  contains  no
contrary  provisions  in  regard  therets, Operator  shall  notify all  Non-Operators of the Operator's  proposal, and  the

agreement or approval of a majority in interest of the Non-Operators shall be controlting on all Non-Operators.

Il. DIRECT CHARGES

Operator shall charge the Joim Account with the foljowing items:

Ecological and Envir

| or regulatory qui to  satisfy

Costs incurred for 1he benefit of the Jownt Property as a result of go
[ iderati licable to the Joint Opcrations. Such cousts may inchide surveys of an  ecological or

eny .y

archaeslogical nafure and poilution control procedures as required by appliczble laws and regulations,

Rentals and Royalties

Lease rentals and royalties paid by Operator for the Joint Operations.

Labor
and/or consultants
A. {l) Saliries and wages of Operatars field employees directly employed on the Joint Propetty in the conduct of

Joint Operations.

(2) Salaries of First level Supervisors in the field.
and/or consultants

(3) Salaries and wages of Technical Employtcs/ direclly employed on the Joint Property if such charges ere

exciuded from the overhead rates.
and/or consultanis
(4) Salaries and wages of Technical Employees either temposarily or  permanently assigned  ro  and  directly
employed in the operation or the Joint F:operty if such charges are excluded from the averhead rates.

B. Operator's cost of holiday, vacation, sickness and  disability benefis and other cuswmary allowances paid  to
employees whase salaries - and wages are chargeable 1o the Joint Account under Paragraph 3A of this Section II
Such costs under this Paragraph 3B may be charged on a “when and 2s paid basis' or by “percentage assessment”

on the smount of salarics and wages chargeable 10 the Joint Account under Paragraph 3A of this Section [ If
percentage assessment is used, the rate shai! bz bascd on the Operator's cost experience,
C.  Expenditures or contribulions made pursuant to imposed by  gov | authority which are

applicable to Operator’s costs chargeable to the Joint Account under Paragraphs 3A and 3B of this Section 11,

D. Personal Expenses of those employees whose salaries and wages are chargeable to the Joint Account under
Paragraphs 3A and 3B of this Secuion IL.

Eniployee Beneflis

Operator's  cutrent  costs  or  established  plans  for  employees' group life  insurance, hospiwlization, pension,  retirement,
stock purchase, thift, bonus, and other benefit plans of a lkke nawre, applicable to Operator's labor cost chargeable to the

Joint  Account under Paragraphs 3A and 3B of thiy Section I shall be Operstor's actual cost not to exceed the percent
1. A Q, :

most recently recommended by the Council of P
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1.

Material

Property as provided under Scction V. Only such

Material purchased or fumished by Operator for use on the Joint
required  for immediate use and is

Material  shall be purchased for or tansferred to the Joint Propety as mey be

bly p | and i with  efficient and ical op The [ati of suplus stocks shall bo
avoided.
Transportation

Transpontation of employces and Materia! necessary for the Joir:” Operations bai subject to the following limitations:

A. If Materisl is moved to the Joint Property from the Operator's warthouse or other properties, no charge shall be
mede to the Joint Account for a distance greater than the distance from the nearest reliable supply store where like

materizl is normally available ot railway receiving point nearest the Joint Property unless agreed to by the Parties.

B. If surplus Marerial is moved to Operator’s warehouse or other storage point, no charge shall be made to the Joint

Account for a distance greuster than thc disiance o the ncarest reliable supply store where like material is normally
No charge shall be

available, or railway receiving poimt nearest the Joint Property unless agreed to by the  Parties.
agreed to by the

made to the Joint Account for moving Materisl 1o other propertics belonging to Operator, unless

Parties,

licati of subp phs A and B above, the option to equatize or charge actual trucking cost is
$400 or less excluding accessoria! charges. The $400 will be adjusted to the

C. In the app
available when the actual charge is
amount most recently recommended by the Council of Petrol A S

Services

The cost of services, and  wilities provided by outside sources, except services excluded by Pargraph
10 of Section ii and Paragraph i, ii, and iii, of Section I[Il. The cost of professional consuliant services and  contract
services of tinical p ) directly gaged on the Joint Property if such charges are excluded from the overhead

rates. The cost of professional consultant services or conmtract services of technicai personnel not directly engaged on the

Jaint Property shall not be charged to the Joint Acuount unless previously agréed to by the Pantics.

Equipmeut and Facilities Furnished By Operator
A. Operator  shall charge’ the Joini Account for use of Operator owncd cquipment and facilitics at rotes commensurate
with  costs  of ownership and  opersuon.  Such  raws  shefl  include costs of maintenance, repairs, other  optrating

Tated  d

expense, insurance, taxes, depreciation, and interest on gross i less preci not  to
exceed ___len percent {_ 10 %) per annum. Such rates shali nol exceed average commercial

rates currently prevailing in the immediate area of the Joint Property.

B. In lieu of charges in Paragraph SA above, Operator may elect (o wse average commercial rates prevailing in the
immediate arca of the Joint Property less 20%. For automotive equipment, Operstor may clect to use rates

published by the Pewoleum Motor Transport Association,

Damages and Losses to Joint Property

All cosis or expenses necessary for the repair or replacement of Joint Property made necessary because of damsges or

losses incurred by fire, flood, storm, thefh, accident, or other cause, except those resulting  fram  QOpetator’s  grass
negligence or  wiftful misconduct. Operator shall fumish Non-Operator written notice of damages or losses incurred as

s00n as praclicable after a report :hémnf has been received by Operator.

Legal Expense X
title a.r/ad regutatory work,

Expense  of handling, investigating and senling Jitigation or claims, discharging of Jicns, payment of judgments and
amounts paid for senlement: of claims incumed in  or resulting from  operations under the agrcement or mecessary 1o

protect or recover the Joint Property. exeept—that—ne—charge—for £—Op +—legat—stoff—or—foos—oi f f
deid: Lhatl—3 v:) ‘) 4 - ey b the--—Rarlies Al other-—1 ] H ek 4—t be
made P! shv—egieod—io—by g f te
od— b —th hoad ¥S31 Ul PN 3L i b 3 Ly Byv—3ha- - Part o8B 08— Sest
y prov Whiess—OtROFWISE g y—1h urtios; P P 7
L-Raregraph-3+
Taxes

All taxes of cvery kind and -nature assessed or levied upon or in conncction with thc Joint Property, the operation thereof,
or the production therefrom, and which 1axes have been paid by the Operator for the benefit of the Partes. If the ad
valorem taxes are based in whole or in pant upon separate valuations of each party's warking  interest, then
notwithstanding anything to  the contrary hersin, charges (o the Joint Account shall be m.de and paid by the Padics

hereto in accurdance with the tax vaiue generated by cach party's working interest.
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Insurance

Net premiums paid for -insurance required to be cemied for the Joint Operations for the protection of the Parties. In the

event Jaunt Operations are conducted i a state in  which Operator may act as self-insurer  for Worker's  Compensation
and/or Employers Liability under the respective state's laws, Operator may, at its election, include the risk under its  self-

insurance program and in that'event, Operator shall include a charge at Operator's cost nof to exceed manual rates.

Aband and Rect

Costs incurred for abandonment of the Joint Property, including costs required by governmental or other regulatory

autharity.

Communications

hding radio and

Cost of acquiring, leasing, installing, oversting, repairing and intaining i Y s
microwave  facilitics dircci\y scrving  the Joimt  Property. In the event icati facilities/systens  serving  the  Joint

Propesty are Operator owned, charges 10 the Joint Account shall be made as provided in Paragraph 8 of this Section 1.

Other Expenditures

:l‘he cost of Operator's Field Offices not covered in Section IT1, or any

Any other expenditre not covered or dealt with in the foregoing provisions of this Section I, or in Section Il and which
is of direct benefit to the Jaint Property and is incurred by the Operator in the necessary and proper conduct of the Joinf

Operations.

111, OVERINEAD

Overhead - Driliiog and Produciug Operations

i As T i for i ive, supervision, office  services and  werchousing  costs, Operator shall charge

P

drilling and producing operations on cithes:

( X )Fixed Rate Basis, Pacegraph 1A, or
4 ) Percentage Basis, Paragraph IB

Uniess otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices and
salaries  or wages plus applicable bundens and expenses of all pesonnel, except those directly chargeable under

Paragraph  3A, Section: I T 1 d P F- vieos——fror id vith- s {
! ”
1 'H X H 7Y beafe i { H ra 4 2aliadad N
troffie; E—oF—r1atk oF OiMiRE— g £ shall—be— ]
ths hoad- e dod-—f —dhe- ' \) 2 7 e O this—— S ROtk HI \) {3 ey o
P P nless-——suel—oast—an "

ji. The salaries, wages and DPersonal Expenses of Technical Employees ondior the cost of professional consultant
services and contract services of technical | disectly employed on the Joint Property:

( ) shall be covered by the overhead rates, or

( X )shall not be cavered by the overhead ratee. N
iii. The salaries, wages and Personal Expens of Technical Employees andfor costs of professional consultant  services

and contmct services of lechnical persopnel  cither temporarily or permanently assigned to und directly employed in

the operation of the Joint Property:

) shail be covered by the overhead rates, or
{ X )shail not be covered b’y the overhead rates.

A, Overhead - Fixed Rate Basis
(1) Operator shall charge the Joint Account 8t the fotlowing rates per well per moath:

Drilling Well Rate § 8.136.10
(Prorated for less man 2 full munth)

Produsing Well Rate 5__813.61

{2) Application of Overhead - Fixed Rate Basis shal! be as follows:

(a) Drilling Well Rate s N
{ocatinn wotk begins

(i} Charges for dnbling wells shall begin on the date the—well—is—spudded and terminate on  the date
the drilling rig. completion rig, or other wnits ussd in completion of the well is geleased, whichever
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(4

shall bc made during suspension of drilling or completion operations

is ldter, except that no charge
|

1
2 for fifteen {15) or more consecutive calendar days.
3
q (1) Charges for wells undergoing any type of workover or recompletion for a period of five (5)
5 consecutive work days or more shall be made 2t the driling well rate. Such charges shall  be
6 applied for the period from date workover operaioms, with rig or other units used in  workover,
7 commence through date of rig or olier wunit reiease, except that po charge shsll be made during
3 susptr‘xion of operations for fifteen (15) or more consecutive calendar days.
9
i0 &)  Producing Well Rases
11
12 (1) An active well either produced or injected into for any ponion of the month shall be considered as
13 2 one-well charge for the entire month,
i4
s {)—FBaeh + ok il larad TR Lk,; Bt Jod——dow!
f P
(6 hol hall. be 1S d- 1 Jay g P HEH 3 N :‘ 5~ ) . P
17 WDy the-g tag-feguletory-auth
18
19 Br— 8 H——shir— h b P 4 fisid £ P b 4 sake—1h
20 prod hall-—be— Jerod—as """"'B"r‘a.k‘a ..n'AAJ d—to
21 a-pormanent sales-autiet:
22
23 (4) A onewell charge shall be made foc the month in  which plugging and absndonment operations
24 are completed on any well. This one-well chage shall be made whether or not the well  has
25 produced except when dnlling welt rate applies.
26
27 (5) ANl other imactive wells (including but not limited to inactive wells covered by unit allowable, lease
28 aliowable, transferred aliowable, etc.) shall not qualify for an overhead charge.
29
30 3) The well rates shall be adjusted as of the first da of April each year following the effective date of the
( 4 K y %e  percent I!crease or i derrgnse publnshcd bx‘(‘OP
3 agreement 1o wh:ch this A Procedy is Apited plying
32 tho—+ i by—the—p i & i—th 8 kiy : ~of——Crude
X Petrol " —Ga Reod Wesk ~{opthry- —last- lomd y 7 3 —ta——th Laadd - 5 ding—as
3‘ N e tha i da; £ e L. da B, 1 v-¥al Dend 1 eanl ' A dad hulODAR
shewn 8 # and-Gas-+ 2pPi y-GOP
35 bliohed—b she-1J —S1ad |" £ L obeoiB £-1-ab 1h ‘," Lanodu 0
36 published—by—8 ~Canadar pplieable—The—adjustod—s hall—be—the—rates Hy—if-— 130, ~—plis——0F
37 iy dad
38 !
39 B- Ovochasd I " Bas
40
41 €)—-Operator-sholl-aharge-the-loint Account-aithe fallowing fates:
42
43 {a)—Dovelopment
44
45 { Peroent L. Yy ofth + ofd o ofihe-JointRrapersy Toci Fopcre
46 p ded-undecB hi0-of-Seat ll';lnl_o W
47
48 o)y—Operating
49
50 Peroont-L 84)-of-the-e0st-of . thede "’v,m y 1 . A5 Aard
5] :.A‘. Py " 2 - L £ Sact: IL 11 1 31 4. the- J; { H - by Jh v}
P e T 3 g {-—in} £
52 [ o - F200? ¥ ‘_l' “g TN o whioh- o ¥ -A' LR "“-l 1701 '-h“-
SJ ] ¢ -4 _aRd 40-th o5 B, Pporty
54
ss [=in .Arrl of Gverhead 2e-Basis-shal-be-acfetk
36
57 .t‘" th, purp of- i, % k' £ P g e des. P g r‘ 1B. £ th+ Seoti Hl'
58 dovelop hall 1 all i il g ol iR dis}
59 P -of—aRy—ot-—aH—wel g the-—Se- %ﬂg——ﬂg—aﬂd——é&w—«p&b’e—e{——dﬂlhﬂg—(HHﬁdmg
60 + the—Joint—Hroperyi—also——prel y—enpendit By rey dritling—and
61 pond d-—itt~—aband - the— i sleted—as—a ducer—end—onginel—oest—of
62 Nati of— fixed Ot —th 1 of —fixed—assat " v ther— prejeet Jearly
63 &+ N9 $idond- n‘ f lAAJ Fh 3 Y defined B V- 3k ot il All ther
Brep of
64 L'l‘h ‘1
bl | ]
65
66 P O N M a ioal:
67
68 T p Oporit for haad { 4 1 - 1, £ fixad —the p of
69 fined 0 o- y ._.I'v' prof o I, & . a5 fiaad —a556t G redd Lof-—the- I’ 1. p 1 P fo tha
70 }A“: R, P ,'_n’ nall aith £ —a—at pr _‘LJV.L"L e $ - Afl. I hb th Joimt
-5-
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& Hhe 3 e Lo Aos L 4 PRSP O LL L0
e BHased Hovwinp-Fates y-iayor s ey ORS5-

A- 40— Y%-of-first3300,000-ortotol-cost-i-loosrplus
B 3-0-——Y%-of eosist F-5100,000-but-dess-than-$.000,000-pius

Toal hail —the— 08
Totn RURA- £
-

Operator

movements  affecting the Joint  Property.

Operator's

surplus
outsiders.

I . .
’s Fey 8RGO ¥ erheds

Amendment of Rates

The overhead rates provided for in this Section III may be amended from time to time only by mutual agreement

between the Partics hereto if, in practice, the rates are found to be insutficient or excessive.,

Iv. PRICING OF JOINT ACCOUNT MATERIAL PURCHASES, TRANSFERS AND DISPOSITIONS

is responsible for Joimt Account Material and shall make proper and ftimely charges and credits for all Material
Operator  shall provide afl Material for wuse on the Joint Property; however, at
option, such Material may be supplied by the Non-Operaor. Operator shall make timely disposition of idle and/or
Material, such disposal being made either through sale o  Operator or Non-QOperator, division in  tind, or sale to
Operator  may  purchase, bui shall be under no obligation 1o purchase, interest of Non-Operators in  surplus  condition

A or B Material. The disposai of surplus Controliable Material not purchased by the Operator shall be agreed to by the Parties,

Purchases

Matcriel purchased shall be charged at the price paid by Opemator sfier deduction of all discounts received. In case of
Material found to be defective or reumed to vendor for any other reasons, credit shall be passed to the Joint Account

when adjustment has been receivediby the Operator.

Trauwsfers and Dispositions

Material fumishcd to the Joint Property and Material transfered from the Joint Property or disposed of by the Operator,
unless otherwise agreed to by the Parties, shall be priced on the following bisis exclusive of cash discounts:

A.  New Material (Condition A) .
(1) Tubular Goods Other than Line Pipe

(a) Tubular goods, sized 2 3/8 inches OD and larger, except line pipe, shall be priced at Fasten mill
published carload base prices cffective as of date of movement plus transportation cost using the 80,000
pound carload weight basis to the railway receiving point nearest the Joint Property for  which
published 1ail vates for tubular goods exist. If the 80,000 pound rail rate is not offered, the 70.000 pound
or 90,000 pound reil mte may be used. Freight charges for tubing will be calculated Gom Lorain, Ohio

n 3 .
ond casing from Youngstown, Ohio.

(b) For grades which are special to one mill only, prices shall be computed at the mill base of that mill plus
provided

transportation  cost  from  that mill to the rauilway receiving poim  nearest the Joimt Property as
30,000

above in Paragraph 2.A())a). Tor wansportation cost from points other than Eastem mills, (g
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pound Oi} Field Haulers Association interstame truck rare shall be used.

(¢) Specai end finisk tubvlar goods shall be priced at the lowest published out-ofistock price, fob. Houston,
Texas, plus ransportation cost, using Oil Field Haulers Association interstate 30,000 pound truck rate,

to the railway receiving point nearesi the Joint Property.

(d) Macaroni fubing (size less than 2 38 inch OD) shall be priced at the lowest published out-of-stock prices
fo.b. the supplier plus transportation costs, using the QOil Field Haulers Association interstate truck rate

per weight of rubing transferred, to the railway receiving point nearest the Joint Property,

Line Pipe

(a) Line pipe movements (except size 24 inch OD and larger with walls % inch and over) 30,000 pounds or
more skall be priced under provisions of ftubular goods pricing in  Paragraph  A(D)(a) ss provided above.

Freight charges shall be calculated from Lorain, Ohia.

(b) Line Pipe movements (except size 24 inch OD) and larger with walls % inch and over) iess than 30,000

pounds shall be npciced at  Eastem mill slblxshad carload base prices effective 8s of date of shipment,

,:lus the percent most recently recommended by COPAS . L,
pho—%&—]—pﬂoﬂw, plus ~transportation costs based on freight rates as set forth under provisions of tubular

goods pricing in Paragraph A(1)a) as provided above. Freight charges shall be calculaed from Lorsin,

Ohio.

(c) Line pipe 24 inch OD and over and % inch wall and larger shell be priced fob. the point of
manufacture  at  current  new  published  prices  plus  tmnsportation  cost  to  the railway  receiving  point

nearest the Joint Property.
(d) Line pipe, including fabricated line pipe, drive pipe and conduit not . listed on published price lists shall
be priced a1 quoted prices plus  freight 1o the aailway receiving  poimt nearest the Joint Property or at

prices agreed to by the Parties.

Other Material shall be priced at the curtent new price, in effect ot date of movement, as listed by a reliable
of f: plus ion  costs, if applicable, to the

supply store nearest the Joint Property, or point
railway receiving point nearest the Joint Property,

Unused new Material, except tubular goods, moved from the Joint Property shall be priced at the current
new price, in effect on date of movement, as listed by a reliable supply store nearest the Joint Propenty, or
point of manufactore, plus lansportion costs, if applicable, to the railway receiving point nearest the Joint
Property, Unused new tubulars will be priced as provided above in Paragraph 2.A.(1) and (2).
Good Used Material (Condition B)
Material in sound and'serviceable condition and suitable for ceuse without reconditioning:
{1} Material moved to the Joint Property

Al seventy-five percent (75%) of current new price, as determined by Paragraph A.

{2) Material used un and moved from the Joint Property

() At seventy-five pereent (75%) of - cument new price, as  determined by Paagaph A, i Matedal was
originally charged to the Joint Account as new Material or

(b) At sixty-five percent (65%) of curent new price, as delermined by Pamgraph A, if Material was

originally charged to the Joint Account as used Material
(3) Material not used on and moved from the Joint Property
At seventy-five pcrc;m {75%) of current new price as determined by Paragruph A.
The cost of reconditioning, if any, shall be absorbed by the transferring property.
Other Used Material
(1) Conditton C
Material - which is not in sound and serviceable condition and not suitable for its original function until
after reconditioning shall be priced at fiy percent (50%) of cunent new price as  determined by

Paragraph A, ‘The cost of reconditoning shall be charged 0 the recciving property, provided Condition
C value plus cost cf 2eonditioning dees not exceed Condition B value.
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(2) Condition D

Material, excluding junk, no longer suitable for its original pumpose, but usable for some other purpose
shall be priced on a basis commensurate with its use. Operetor may dispose of Condition D Material

under procedures normally used by Operator without prior approval of Non-Operators.

(a) Casing, tubing, or drill pipe used as line pipe shall be priced ns Grade A and B seamless lioe pipe
of comparable size and weight Used casing, tubing or drll pipe utilized as line pipe shall be

priced at used line pipe prices.

{b) Casing, tubing or dnll pipe used a8 higher pressure  service  fines  than  standerd  line  pipe, eg.
power oil lines, shell be priced under normal pricing procedures for casing, tubing, or drill pipe.
. Upset tubular goods shall be priced on 2 non upset basis.

(3) Condition E

Junk shall be priced st oprevailing prices. Operator may dispose of Condition F  Material  under
proceduses normally utilized by Operator without prior approval of Non-Operators.

D.  Obsolere Material

Material which ‘is serviceable and usable for ils original function but condition snd/or vale of such Material
is not equivslent to that which would justify & price as provided sbove may be specially priced as agreed to by
the Partes. Such price should result in the Joint Account being charged with the value of the service

rendered by such Material.

E.  Pricing Conditions

{1) Loading or unloading costs may be charged 10 the Joint Account st the rae of twenty-five cenis (25¢)
per  hundred weight on  all tubuler goods movements, in  lieuw of actal Joading or unloading cosls
sustained at the stocking point. The above rate shall be edjusted as of the fiest day of April each year
following January 1, 1985 by the same percentage increasc or decrease used to adjust overhead mtes in
Section III, . Paragraph 1.A(3). Each year, the rate conleulated shall be rounded to the noarest cent and
shall be the rate in effect unti! the first day of April next year. Such rste shall be published each year
by the Council of Petroleum Accountants Societies.

(2) Material involving erection costs shall be charged at applicsble percentage of the current knocked-down

price of new Material.

Premium Prices

Whenever Material is not resdily obtainable at published or fisted prices because of national emergencies. strikes or other
unusual causes over which the Operator has no contro), the Operator may charge the Joint Account for the required
Matecial at the Operator's actuel cost incumed in providing such Material, in making it suitable for use, and in moving it

to the Joint Property; provided nofice in wiiting is furnished to Non-Operators of the proposed charge prior to  billing

Non-Operators for such Materiul. Eueh—Nor-Dporut shati—have~—the—nght—-by feoting—and Hying—Opesat ithin
[rra— | £34 H i £ O 1. Y fomich H kind. 11 -3 £ 3 £ —cuweh-—-Matesial iah) £ >
ten—daye 2 06 p + £ h-—in—kind—eH—or—part—of—his—shar iy

end-nocoplable-o-Operator:

Warranty of Material Furnished By Operator

Operator does not warrant the Material fumished. In case of defective Material, credit shall not be passed to the Joint
A tunti! adj has been ived by Operator from the manufacrurers or their sgents.

V. INVENTORIES

The Operator shall maintain detziled records of Controllable Material.

Perlodic Fnventorfes, Notice and Representatica

Al T ble intervals, i h ies shall be taken by Operator of the Joint Acecount C llable Material, Written notice

of intention to take inventory, shall be given by Operator st least thity (30) deys before any inventory i¢ to begin so that
Non-Operators may be yepr“eszmcd whea any invemory is taken. Failure of Non-Operators to be represented at  an

inventory shall bind Non-Operators to accept the inventory taken by Operaicr.

R iliation and Ad, of I ies

Adjustments to the Joint Account resulting from the reconciliation of 8 physical inventory shall be nade within six
months foliowing the taking of the inventory. lnventory adjustments shall be made by Opcrator fo the Joint Account for

¢

v
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overages and shortages, but, Operaior shall be held accountable only for shortages due to lack of reasonable diligence.

Special Inventories

Special inventories may be taken whenever there is any sale, change of interest, or change of Operator in the Joint

Psoperty. U shall be e duty of the pary sclling to notify all other Pamtiet &2 quickly s possible ofter the tansfer of

interest takes place. In 'such cases, both the scller end the purchaser shall be govemed by such inventory. In  cases

involving 2 change of Operator, all Parties shall be governed by such inventory.

Expense of Conducting Inventories

A. The expense of conducting periodic inventorics shall not be charged to the Joint Account unless egreed o by the

Parties.

B. The expense of conducting special inventories shall be charged to the Parties requesting such inventorius, except
inventories required due to change of Operator shall be charged to the Joint Account.
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EXHIBIT "D"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT
MARCH 9, 2005 BY AND BETWEEN CHESAPEAKE EXPLORATION LIMITED
PARTNERSHIP, AS OPERATOR AND KAISER FRANCIS Oll. COMPANY AND SAMSON
RESOURCES COMPANY, AS NON-OPERATORS

1. Operator shall procure and maintain, at all times while conducting operations under this
Agreement, the following inéurance coverages with limits not less than those specified below:
A Worker's Compensation Statutory
$100,000 each accident

Employer's Liability

B. Comprehensive General Liability
including:

(a) property damage and bodily
injury liability including,
but not limited to, losses
resulting from explosion,
collapse, underground damage;

and
(b)  contractual liability assumed $1,000,000
under this Agreement. Combined single limit
C. Comprehensive Automobile Liability
covering owned, non-owned and hired $1,000,000
vehicles. Combined single fimit
D. Umbrella Liability
in excess of A (except Worker's $20,000,000
Compensation), B, and C above. Combined single limit
E. Cost of Well Control and Operator's $5,000,000 OEE and
Extra Expense, including Care, Well Control $250,000 CCC

Custedy, and Control Coverage

2, The insurance described in 1. above shall be carried at the joint expense of the parties
hereto and all premiums and other costs and expenses related thereto shall be charged to the
Joint Account in accordance with the Accounting Procedure attached as Exhibit "C" to this
Agreement, unless prior to spud a Non-Operator who desires to provide its own insurance
provides Operator with a certificate of insurance evidencing such individual coverage.

3. Operator shall use every reasonable effort to have its confractors and subcontractors
comply with appiicable Worker's Compensation laws, rules and regulations and carry such
insurance as Operator may deem necessary.

4, Operator shall not be liable to Non-Operator for loss suffered because of insufficiency of
the insurance procured and maintained for the Joint Account nor shall Operator be liable to
Non-Operator for any loss occurring by reason of Operator's inability to procure or maintain the
insurance provided for herein. If at any time during the term of this Agreement, Operator is unable
to procure or maintain said insurance, Operator shall promptly so notify Non-Operator in writing.

5. In the event of loss naot covered by the insurance provided for herein, such loss shall be
charged to the Joint Account -and borne by the parties in accordance with their respective
percentage of participation as determined by this Agreement.

6. Any party hereto may individually and at its own expense procure such additional
insurance as it desires; provided, however, such party shall provide Operator with a certificate of
insurance evidencing such coverage before spud of the well and such coverage includes waivers
by the insurer of all right of subrogation in favor of the other parties.

W:\Permian\Operated Wells\KF State 4 #1\JOA\Exhibit D Insurance.doc
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EXHIBIT"E"

ATTACHED TO AND MADE A PARTY OF THAT CERTAIN OPERATING AGREEMENT
DATED MARCH 9, 2005 BY AND BETWEEN CHESAPEAKE EXPLORATION LIMITED
PARTNERSHIP, AS OPERATOR AND KAISER FRANCIS OIL COMPANY AND
SAMSONRESOURCES COMPANY, AS NON-OPERATORS

GAS STORAGE AND BALANCING AGREEMENT

The parties to the Operating Agreement to which this gas storage agreement is
attached own the working interest in the gas rights underying the Contract Area covered
by such agreement in accordance with the percentages of participation as set forth in
Exhibit "A" ta the Operating Agreement.

In accordance with the terms of the Operating Agreement, each party thereto has
the right to take its share of gas produced from the Contract Area and market the same. In
the event any of the parties hereto is not able to market its share of gas or has contracted
to sell its share of gas produced from the Contract Area to a purchaser which is unable at
any time while this agreement is in effect o take the share of gas attributable to the interest
of such party, the terms of this storage agreement shall automatically become effective.

During the period.or periods when any party hereto is not selling or otherwise
disposing of its share of gas produced from the Contract Area, or its purchaser is unable 1o
take its share of gas produced from the Contract Area, the other parties shall be entitied to
produce each month one hundred percent (100%) of the allowable gas production
assigned to such Contract Area and shall be entitled to take and deliver to its or their
purchaser all of such gas production. All parties hereto shall share in and own the liquid
hydrocarbons recovered from such gas by lease equipment in accordance with their
respective interests and subject to the Operating Agreement to which this gas storage
agreement is attached, but the party or parties taking such gas shall own all of the gas
delivered to its or their purchaser. Each party not selling or otherwise disposing of its
share of the gas producedishall be credited with gas in storage equal to its share of the gas
produced and metered under this Agreement. A nonconsenting party pursuant to Article VI
of this Operating Agreement shall be credited with only its proportionate share of gas
against its nonconsent penalties regardless of what share such owner's purchaser is taking
at any given time.

Each party taking gas shall fumish the Operator a monthly statement of gas taken.
The Operator will maintainm a current account of the gas balance between the parties and
will furnish all parties heréto monthly statement showing the total quantity of gas taken
and/or sold by each party and the monthly and accumulative over and under delivered of

each party.

Each party produciqg andfor delivering gas 1o its purchaser shall pay any and all
production taxes due on such gas.

At all times while gas is produced from the Contract Area, each party hereto will
make settlement with all royalty owners for said unit as required by applicable regulations.
Each party hereto agrees to hold each other party harmless from any and all claims for
royaity payments asserted by royalty owners to whom each party in accountable.

After notice to the Operator, any party at any time may begin taking or delivering to
its purchaser its share of the gas produced from the Coniract Area. In addition to its share,
each party, including the Operatar, until it has recovered its gas in storage and balanced
the gas account as to its interest, shall be entitled to take or deliver to a purchaser a
volume of gas equal to twenty-five percent (25%) of the overproduced party or parties’
share of gas produced from the Contract Area. If two or more parties are entitled to
twenty-five percent (25%) of the overproduced party or parties' share of gas produced, they
shall divide such twenty-five percent (25%) in accordance with their percentage of
participation in the Contract Area.
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‘ Should production of gas be discontinued before the gas account is balanced, a
monetary settiement will be made between the underproduced and overproduced parties.

In making such settlement, each overproduced party shall remit to the Operator an amount
of money that such party received for its overproduction, less taxes theretofore paid, for a
volume of gas equal tc its overproduction.

Each party to the Joint Operating Agreement, whether underproduced or
overproduced, is responsible for its share of lease operating expenses.

WiPermiantOperated Wells\KF State 4 #1UOA\Exhibit E Gag Batancing.dac




EXHIBIT "F"

ATTACHED TO AND MADE A PART OF THAT CERTAIN OPERATING AGREEMENT
DATED_MARCH 8, 2005 BY AND BETWEEN CHESAPEAKE EXPLORATION LIMITED
PARTNERSHIP, AS OPERATOR AND KAISER FRANCIS OIL COMPANY AND
SAMSON RESOURCES COMPANY, AS NON-OPERATORS

STATE OF OKLAHOMA )
‘ SS:
COUNTY OF OKLAHOMA )

WHEREAS, Chesapeake Exploration Limited Partnership, as Operator, having a
notice address of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496 and Kaiser
Francis Qil Company, having a notice address of P.O. Box 21468, Tulsa, Oklahoma
74121-1468 and Samson Resources Company having a notice address of Centennial
Tower 200 N Loraine, Suite 1010 Midland, TX 79701, as Non-Operators have entered
into that certain Operating Agreement dated effective on March 9, 2005, covering oil and
gas operations being conducted on those certain lands described in Exhibit “A" (the
“Contract Area”), attached hereto and made a part hereof, as said Exhibit may be
amended from time to time; and

WHEREAS, Operator and Non-Operators desire to give third parties record notice
of the existence of said Operating Agreement and of the rights and obligations of Operator
and Non-Operators thereunder.

NOW, THEREFORE, for and in consideration of One Dollar ($1.00) and other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
Operator and Non-Operators hereby stipulate and agree as follows:

The Operating Agréement is on an A.A.P.L. form 610-1982 Mode! Form Operating
Agreement, as amended by the parties, plus attachments.

it.

Article VI.C. grants each party to the Operating Agreement the right to take in kind
its proportionate share of all oil and gas produced from the Contract Area. Additionaily, the
parties have agreed to be bound by a volumetric Gas Balancing Agreement which is
attached as Exhibit "E” to the Operating Agreement.

1R

Pursuant to Article V|I.B., each Non-Operator mortgages to Operator, and grants to
Operator a lien upon, its oilland gas leasehold estates and “oil and gas interests”, as that
term is defined in Article 1.C. thereof, in the Contract Area, and grants to Operator a
security interest in its share of oil or gas when extracted from the Contract Area and its
interest in all equipment located thereon to secure payment of its share of expense under
the Operating Agreement (ihcluding costs of investigation, defenses and payment of any
final judgment or settlement for damages arising out of operations thereunder), together
with interest thereon in accordance with the Operating Agreement, in addition to any other
remedies available to Operator in law or pursuant to the Operating Agreement. Upon
default by a Non-Operator in the payment of its share of expense, without prejudice to any
other rights and remedies, Operator shall have the right to collect from the purchaser of
production from the Contract Area the proceeds from the sale of such Non-Operator's
share of oil or gas produced and sold from the Contract Area until the amount owed by
Non-Operator, including interest, has been paid. Each purchaser of oil and gas produced
from the Contract Area shail be entitled to rely upon Operator's written statement
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concerning the amount of any default. Operator grants a fike mortgage, lien and security
interest to the Non-Operators to secure payment of Operator's proportionate share of

expense.

If Operator pays a defaulting party's share of any costs or expenses pursuant to
Article VIi. B.4 of the Operating Agreement, all other parties to the Operating Agreement,
including Non-Operators shall, upon being bilied by Operator, contribute their proportionate
share of all sums advanced by Operator for and on behalf of the defauiting party. Such
contributing parties shalll in addition to any other right they may have hereunder receive a
share of any interest in the Contract Area forfeited by the defaulting party as well as any
percentage penalty recoupment from such defaulting party. The share for each such
contributing party shall be in proportion to its contribution.

W.

This Memorandum shall constitute a Financing Statement covering oil and gas
extracted from the Contract Area to the extent that such oil and gas is owned by a
defaulting party under the Operating Agreement. This Mortgage and Financing Statement
shall be filed for record in the real estate records of any county or parish in which the
contract Area is situated and/or the Secretary of State and shall be filed by Operator upon
its own motion or upon the request of any Non-Operator. Each of the undersigned Non-
Operators shall be considered as both a debtor, to the extent that such party has failed to
pay his or its share of expense, and as a secured parly mortgagee.

V.

In addition to the lien contained in Article VI{.B. of the Operating Agreement, the
Gas Balancing Agreement attached as Exhibit “E” to the Operating Agreement provides
that each overproduced: party grants a lien to each Underproduced Party upon its
leasehold interest and upon its interest in gas production and the proceeds therefrom, and
upon its interest in material and equipment, to the extent and so long as the Overproduced
Party is overproduced, to secure its balancing obligations, both in kind and in cash, which
lien shall be inferior and subject to the Operator's lien as provided in Article VIL.B. of the
parties Operating Agreement.

VI

Operator may, on behalf of all parties, terminate the effect of this Memorandum as
to all or any portion of the Contract Area by recording a full or partial release hereof.

Vil

Any party requiring ;additional information concerning the rights and obligations of
the parties under the Operating Agreement may contact the Operator at the following
address: ‘

OPERATOR: -Chesapeake Exploration Limited Partnership by its
General Partner, Chesapeake Operating, Inc.
P.0. Box 18496
‘Oklahoma City, Oklahoma 73154
Attn: Henry J. Hood

VHI.

This Memorandum may be executed in any number of counterparts, each of which
shall be considered an ori'ginal for all purposes and shall be binding upon the heirs,
successors and assigns of the parties. The Operator is hereby authorized to compile the
signature and notary pages from each of the counterparts in order to have one instrument
containing signature and notarial acknowledgments for all parties for recording purposes.

W:\Permian\Operated Wells\KF State 4 #11JOA\Exhibit F Form of Memorandum.doc
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MEMORANDUM OF OPERATING AGREEMENT

STATE OF OKLAHOMA )
‘ SS:
COUNTY OF OKLAHOMA )

WHEREAS, Chesapeake Exploration Limited Partnership, as Operator, having a
notice address of P.O. Box 18496, Oklahoma City, Oklahoma 73154-0496 and Kaiser
Francis Oil_Company, having a notice address of P.O. Box 21468, Tulsa, Oklahoma
74121-1468 and Samson Resources Company having a notice address of Centennial
Tower 200 N Loraine, Suite 1010 Midland, TX 75701, as Non-Operators have entered
into that certain Operating Agreement dated effective on March 9, 2005, covering oil and
gas operations being conducted on those certain lands described in Exhibit “A" (the
“Contract Area”), attached hereto and made a part hereof, as said Exhibit may be
amended from time to time; and

WHEREAS, Operator and Non-Operators desire to give third parties record notice
of the existence of said Operating Agreement and of the rights and obligations of Operator
and Non-Operators thereunder.

NOW, THEREFORE, .for and in consideration of One Dollar ($1.00) and other good
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
Operator and Non- Operators hereby stipulate and agree as follows:

The Operating Agreement is ori an A AP.L. form 610-1982 Mode! Form Operating
Agreement, as amended by the parties, plus attachments.

Article VI.C. grants each party to the Operating Agreement the right to take in kind
its proportionate share of all oil and gas produced from the Contract Area. Additionally, the
parties have agreed to be bound by a volumetric Gas Balancing Agreement which is
attached as Exhibit “E" to the Operating Agreement.

Pursuant to Article VII.B., each Non-Operator mortgages to Operator, and grants to
Operator a lien upon, its oil and gas leasehold estates and “oil 2nd gas interests”, as that
term is defined in Article I.C. thereof, in the Contract Area, and grants to Operator a
security interest in its share of oil or gas when extracted from the Contract Area and its
interest in all equipment located thereon to secure payment of its share of expense under
the Operating Agreement (including costs of investigation, defenses and payment of any
final judgment or settlement for damages arising out of operations thereunder), together
with interest thereon in accordance with the Operating Agreement, in addition to any other
remedies available to Operator in law or pursuant to the Operating Agreement. Upon
default by a Non-Operator in the payment of its share of expense, without prejudice to any
other rights and remedies, ‘Operator shall have the right to collect from the purchaser of
production from the Contract Area the proceeds from the sale of such Non-Operator's
share of oil or gas produced and sold from the Contract Area until the amount owed by
Non-Operator, including interest, has been paid. Each purchaser of oil and gas produced
from the Contract Area shall be entitled to rely upon Operator's written statement
concerning the amount of any default. Operator grants a like mortgage, lien and security
interest to the Non-Operators to secure payment of Operator's proportionate share of
expense.
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If Operator pays a defaulting party's share cf any costs or expenses pursuant to
Article VII. B.4 of the Operating Agreement, all other parties to the Operating Agreement,
including Non-Operators shall, upon being billed by Operator, contribute their proportionate
share of all sums advanced by Operator for and on behalf of the defaulting party. Such
contributing parties shall in addition to any other right they may have hereunder receive a
share of any interest in the Contract Area forfeited by the defaulting party as well as any
percentage penalty recoupment from such defaulting party. The share for each such
contributing party shall be in proportion to its contribution.

V.

This Memorandum shall constitute a Financing Statement covering cil and gas
extracted from the Contract Area to the extent that such oil and gas is owned by a
defaulling party under the Operating Agreement. This Mortgage and Financing Statement
shall be filed for record in the real estate records of any county or parish in which the
contract Area is situated and/or the Secretary of State and shall be filed by Operator upon
its own motion or upon the request of any Non-Operator. Each of the undersigned Non-
Operators shall be considered as both a debtor, to the extent that such party has failed to
pay his or its share of expense, and as a secured party mortgagee.

V.

In addition to the lien contained in Article VI1.B. of the Operating Agreement, the
Gas Balancing Agreement attached as Exhibit “E" to the Operating Agreement provides
that each overproduced party grants a lien to each Underproduced Party upon its
leasehold interest and upon its interest in gas production and the proceeds therefrom, and
upon its interest in material and equipment, to the extent and so long as the Overproduced
Party is overproduced, to secure its balancing obligations, both in kind and in cash, which
lien shali be inferior and subject to the Operator’s lien as provided in Article Vil.B. of the
parties Operating Agreement.

Vi

Operator may, on behalf of all parties, terminate the effect of this Memorandum as
to all or any portion of the Contract Area by recording a fuli or partial release hereof.

VL.

Any party requiring additional information concerning the rights and obligations of
the parties under the Operating Agreement may contact the Operator at the following
address:

OPERATOR: Chesapeake Exploration Limited Partnership by its
General Partner, Chesapeake Operating, Inc.
P.O. Box 18496
QOklahoma City, Oklahoma 73154
Attn: Henry J. Hood

VIIL.

This Memorandum may be executed in any number of counterparts, each of which
shall be considered an original for all purposes and shall be binding upon the heirs,
successors and assigns of the parties. The Operator is hereby authorized to compile the
signature and notary pages from each of the counterparts in order to have one instrument
containing signature and notarial acknowledgments for all parties for recording purposes.
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OPERATOR: NON-OPERATOR:

CHESAPEAKE EXPLORATION KAISER FRANCIS OIiL COMPANY
LIMITED PARTNERSHIP
By: By:

Henry J. Hood, Its:

Senior Vice President-Land and Legal
of Chesapeake Operating, inc.,
General Partner

SAMSON RESOURCES COMPANY

By:
Its:
STATE OF OKLAHOMA )
)
COUNTY OF OKLAHOMA )
This instrument was acknowledged before me on , 2005,

by Henry J. Hood, Senior Vice President-Land and Legal of Chesapeake Operating, Inc.,
General Partner of Chesapeake Exploration Limited Partnership, an Oklahoma iimited

partnership.

Notary Public

Name: Sandra L. Mathis

My Commission Expires: May 5, 2006
Commission Number: 02007791

STATE OF )
}
COUNTY OF )
This instrument was acknowtedged before me on , 2005
by . of  Kaiser
Francis Oil Company, a(n) company, on behalf of the company.

Notary Public

Name (Print)
My Commission Expires:
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STATE OF )
)
COUNTY OF )
This instrument was acknowledged before me on , 2005
by . of Samson
Resources Company, a{n) company, on behalf of the company.

Notary Public

.Name (Print)
My Commission Expires:

W:\Permian\Operated Weils\KF State 4 #1\JOA\WMemorandum.doc
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EXHIBIT"A"

EXHIBIT A TO THAT CERTAIN MEMORANDUM OF JOINT QPERATING AGREEMENT DATED
MARCH 9, 2005 BY AND BETWEEN CHESAPEAKE EXPLORATICN LIMITED PARTNERSHIP, AS
OPERATOR AND KAISER FRANCIS OIL COMPANY AND SAMSON RESOURCES COMPANY AS

NON-OPERATORS

Contract Area: SW/4 & SE/4 (AKA Units Q, R, S, T. U, V, W AND X), Section 4, Township
21 South, Range 35 East, Containing 320 acres, more or less,

NMPM, Lea County, New Mexico

Restrictions as to depths and formations: None.

interests of Parties:

Owner

Chesapeake Exploration Limited Partnership
P. O. Box 18496

Oklahoma City, Oklahoma 73154-0496
Attention: Henry J. Hood

Kaiser Francis Oil Company
P.O.Box 21468
Tulsa, Oklahoma 74121-1468

Samson Resources Company
Centennial Tower

200 N Loraine, Suite 1010
Midland, TX 79701

TOTAL

W:\Permian\Operated Wells\KF State 4 #1\QA\Memorandum Exhibit A.dac

Working Inferest
50.000000%

43.750000%

6.250000%

100.000000%
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EXHIBIT “A-1"

ATTACHED TO AND MADE A PART OF THAT CERTAIN MEMORANDUM OF JOINT
CPERATING AGREEMENT MARCH 9. 2005 BY AND BETWEEN CHESAPEAKE
EXPLORATION LIMITED PARTNERSHIP, AS OPERATCR AND KAISER FRANCIS
OlL COMPANY AND SAMSON RESQURCES COMPANY, AS NON-OPERATORS

INSOFAR AND ONLY INSOFAR as the following described Oil and Gas Leases cover
the SW/4 & SE/4 (AKA Units Q, R, S, T, U, vV, W AND X), Section 4, Township 21
South, Range 35 East, Containing 320 acres, more of less, NMPM, Lea County, New
Mexico.

Lease No.: NM7930001-002

Lessor: State of New Mexico V0-7063

Lessee: Rubicon Oil & Gas I, LP

Lease Date: May 1, 2004

Legal Desc:. SW/4 Section 4, Township 21 South, Range 35 East, Containing
160 acres, more or less, NMPM, Lea County, New Mexico

Lessor: State of New Mexico B1481

Lessee: Empire Gas and Fuel Company

Lease Date: December 19, 1932

Legal Desc: SE/4 Section 4, Township 21 South, Range 35 East, Containing
160 acres, more or less, NMPM, Lea County, New Mexico

END OF EXHIBIT “A-1"

W:iPermianiOperated Wells\KF State 4 #1\JOAWMemorandum Exhibit A-1 Leases.doc
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