BEFORE THE CORPORATION COMMISSION

OF THE STATE OF OKLAHOMA
APPLICANT: LE NORMAN PROPERTIES LLC ) CAUSE CD NO.
) 201100391
RELIEF SOUGHT: POOLING )
| )
LAND COVERED: SECTION 11, TOWNSHIP 16 NORTH, ) ORDER NO.
RANGE 26 WEST, ROGER MILLS )
COUNTY, OKLAHOMA ; 583044

ORDER OF THE COMMISSION

This cause came on for hearing before Susan Osburn, Administrative Law Judge
for the Corporation Commission, at 8:30 a.m., on the 15" day of February, 2011, Jim
Thorpe Building, Oklahoma City, Oklahoma.

e Richard A. Grimes, Attorney, appeared for the Applicant, Le Norman Properties

The Administrative Law Judge heard the cause and filed her report recommending
’Elgat the Application be granted, which Report and recommendations are adopted by the
ommission.

The Commission, therefore, finds as follows:
FINDINGS

1. That this is the application of Le Norman Properties LLC, for an order
pooling oil and gas interests, designating the Applicant, or some other party as operator,
and adjudicating the rights and equities of oil and gas owners described in the Cleveland
common source of supply for the 640-acre drilling and spacing unit consisting of Section
11, Township 16 North, Range 26 West, Roger Mills County, Oklahoma.

2. The Administrative Law Judge conducted an adjudicative inquiry into the
sufficiency of the Applicant's search for the identity and whereabouts of those respondents
whose addresses are unknown for service of process and could not be ascertained with
due diligence. Upon an examination of the record and proof of publication, the
Administrative Law Judge found the process to be proper. The Commission finds that the
Applicant conducted a meaningful search of all reasonably available sources at hand to
ascertain the whereabouts of those entitled to notice but who were served solely by
publication. Notice has been given as required and the Commission has jurisdiction of the
subject matter and the parties.

3. The Corporation Commission has heretofore, by Order No. 582321,
established a 640-acre drilling and spacing unit for the Cleveland common source of supply
%onsstlng of Section 11, Township 16 North, Range 26 West, Roger Mills County,

klahoma.
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4. At the hearing the following Respondents were dismissed: No. 5 Raymond
M. Timpanelli; and, No. 6 Headington Oil Company, LP.

5. That the Applicant is the owner of the right to drill into the common sources
of supply named hereinabove, and has not agreed with all of the parties owning a similar
right to develop their interests and the common sources of supply named herein as a unit,
and the Commission should issue an order requiring such owners to pool and develop the
common sources of supply named herein as a unit.

6. The Applicant proposes to develop said common sources of supply as a unit
and is proposing to drill a well as the initial well therein, and, to avoid the drilling of
unnecessary wells and to protect correlative rights, all owners should be required to pool
and develop the common sources of supply named herein, upon the terms and conditions
set forth below, within the "Order" portion hereof, all of which are found hereby, after
consideration of the substantial evidence presented in this cause, to be just and
reasonable, and will afford each owner in the unit the opportunity to recover or receive
without unnecessary expense its just and fair share of the production. The Applicant
offered testimony which established that the terms offered as alternatives to participation
were indicative of values associated with acquisition of rights to drill not only the initial well,
but, also any well drilled subsequent thereto on the described unit. The Applicant's withess
stated that it was seeking an order which would provide for relinquishment of both the right
to drill the initial well and subsequent wells, and the working interest in such wells, by an
owner who elects not to participate in the initial well drilled thereunder.

7. That in the interest of the prevention of waste and the protection of correlative
rights, this application should be granted, and the rights of all owners pooled and
adjudicated.

8. That the Operator is the owner of the right to drill into the common sources
of supply named above, and has furnished the Oklahoma Corporation Commission with
a Plugging Agreement and an appropriate Financial Statement, Surety Bond, Irrevocable
Letter of Credit, Cash Deposit or Negotiable Instrument, as required by law and the rules
of the Commission.

ORDER

IT IS THEREFORE ORDERED by the Corporation Commission of the State of
Oklahoma, as follows:

1. That the Applicant proposes to develop the 640-acre drilling and spacing unit
consisting of Section 11, Township 16 North, Range 26 West, Roger Mills County,
Oklahoma, a drilling and spacing unit for the Cleveland common source of supply, by the
drilling of a well, or wells thereon, and to develop the common source of supply above as
a unit; and the rights and equities of oil and gas owners described on Exhibit “A” in the unit
and common sources of supply covered hereby are pooled, adjudicated and determined.

2. (@) That well costs for the initial well drilled hereunder are:

Completed as dry hole - $2,675,650.00
Completed for production - $4,621,550.00
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(b)  Thatacashbonus of $1,500. 00 per mineral acre owned by each such
owner, is a fair, reasonable, and equitable consideration to be paid unto each owner who
elects not to participate in said well by paying such owner's proportionate part of the costs
thereof. Such cash bonus when paid as set out in this Order, is satisfaction in full for all
rights and interests of such owner, except for any normal 1/8th royalty interest as defined
in 52 O.S. Section 87.1(e)(1971).

(c)  Thatacashbonus of $1,000.00 per mineral acre owned by each such
owner, plus a proportionate share of an overriding or excess royalty of 1/16th of 8/8ths,
is a fair, reasonable, and equitable consideration to be paid unto each owner who elects
not to participate in said well by paying such owner's proportionate part of the costs
thereof. Such cash bonus, plus the proportionate share of said overriding or excess
royalty, when paid as set out in this Order, is satisfaction in full for all rights and interests
<8)f7 s1ltcr)1(?\évn$)r, except for any normal 1/8th royalty interest as defined in 52 O.S. Section

A(e)(1971).

(d)  That no cash bonus, but a proportionate share of an overriding or
excess royalty of 1/8th of 8/8ths on oil and gas is also a fair, reasonable and equitable
consideration to be tendered unto each owner who elects not to participate in said
development by paying such owner's proportionate part of the costs thereof. Such owner's
proportionate share of said overriding or excess royalty is satisfaction in full for all rights
and interests of such owner, except for any normal 1/8th royalty interest, as defined in 52
O.S. Section 87.1(e) (1971).

3. That any owner of the right to drill on said drilling and spacing unit who has
not agreed with the applicant to develop said unit and common source(s) of supply is
accorded the following elections:

a. To participate in the development of the unit and common source(s)
of supply by agreeing to pay such owner's proportionate part of the actual cost of the
development of the unit and common source(s) of supply covered hereby, and as to the
initial operation proposed hereunder, by paying, as set out herein, to Applicant such
owner's proportionate part of the estimated completed for production cost thereof, as set
out in paragraph 2(a) above, or by securing or furnishing security for such payment
satisfactory to the Applicant. In all events, such owner's cost shall not exceed its
proportionate part of the actual or the reasonable cost thereof which shall be determined
by the Commission in the event there is a dispute as to such costs. The payment of such
owner's proportionate part of the estimated completed for production cost, or the securing
of such costs, or the furnishing of security therefor, as aforesaid, shall be accomplished
within twenty-five (25) days from the date of this order, such owner's proportionate part of
the cost of, and of the production from any wells drilled hereunder, to be in proportion to
the number of acres such owner has in the unit. As to such participating owner, and the
oil and gas interest owned by such owner, the Commission retains continuing jurisdiction
hereunder for the purpose of issuance of orders necessary to facilitate further development
of the unit and common source(s) of supply covered hereby.

b. To receive the cash bonus as set out in paragraph 2(b) above. Such
cash bonus shall be paid or tendered, if same can be paid or tendered, within thirty-five
(35) days from the date of this Order. Any owner electing this alternative shall be deemed
to have relinquished all of its working interest and right to drill in the unit and common
source(s) of supply covered hereby as to the initial well proposed to be drilled hereunder
and as to any wells drilled subsequent thereto. The relinquished interest is to be owned

3
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by the Applicant, unless by virtue of agreement among the participating parties such
interest is proportionately shared.

C. To receive the cash bonus plus such owner's proportionate share of
the overriding or excess royalty, as set out in paragraph 2(c) above. Such cash bonus
shall be paid or tendered, if same can be paid or tendered, within thirty-five (35) days from
the date of this Order. Any owner electing this alternative shall be deemed to have
relinquished all of its working interest and right to drill in the unit and common source(s) of
supply covered hereby as to the initial well proposed to be drilled hereunder and as to any
wells drilled subsequent thereto. The relinquished interest is to be owned by the Applicant,
unless by virtue of agreement among the participating parties such interest is
proportionately shared.

d. To receive such owner's proportionate share of the overriding or
excess royalty, as set out in paragraph 2(d) above. Any owner electing this alternative
shall be deemed to have relinquished all of its working interest and right to drill in the unit
and common source(s) of supply covered hereby as to the initial well proposed to be drilled
hereunder and as to any wells drilled subsequent thereto. The relinquished interest is to
be owned by the Applicant, unless by virtue of agreement among the participating parties
such interest is proportionately shared.

PROVIDED, if any payment of bonus due and owing under this Order
cannot be made because the person entitled thereto cannot be
located or is unknown, then said bonus shall be paid into an escrow
account within ninety (90) days after the date of this Order and shall
not be commingled with any funds of the Applicant or Operator. Any
royalty payments or other payments due to such person shall be paid
into an escrow account by the holder of such funds. Responsibility for
filing reports with the Commission as required by law and Commission
rule as to bonus, royalty or other payments deposited into escrow
accounts shall be with the applicable holder. Such funds deposited
in said escrow accounts shall be held for the exclusive use of, and
sole benefit of, the person entitled thereto. It shall be the
responsibility of the Operator to notify all other holders of this
provision and of the Commission rules regarding unclaimed monies
under pooling orders.

PROVIDED, if any payment of bonus due and owing under this Order
cannot be made for any other reason, including, but not limited to, a
valid title dispute raised by an Attorney, then such bonus shall be paid
into an escrow account and shall not be commingled with any funds
of the Applicant or Operator. Any royalty payments or other payments
due to such person shall be paid into an escrow account by the holder
of such funds.

PROVIDED, however, in the event the oil and gas interest of any
owner is subject to any royalty, overriding royalty or other payments
out of production which will create a burden on such interests, in
excess of the normal 1/8 royalty defined above, then such excess
royalty, overriding royalty or other payment out of production should
be charged against the overriding royalty as hereinabove set forth,
and the same should be reduced by the amount of any such excess.

4
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PROVIDED, further, in the event the oil and gas interest of any owner
electing an alternative to participation in the drilling of a well in the unit
is subject to any royalty, overriding royalty or other payments out of
production which create a burden on such interest in excess of the
burdens set out in paragraph 2(b) above, then such owner shall be
limited to the alternatives set out in paragraphs 2(c) and 2(d) above.
PROVIDED, however, in the event the oil and gas interest of any such
owner is subject to any royalty, overriding royalty or other payments
out of production which create a burden on such interest in excess of
the burdens set out in paragraph 2(c) above, then such owner shall
be limited to the alternative set out in such paragraph 2(d) above.

4. That each owner subject hereto may make any of the elections provided
herein as to all or any part of the interest of such owner in the unit and must give notice as
to which of the elections stated in paragraph 3(a), 3(b), 3(c) and 3(d) such owner accepts.

5. That each owner of the right to drill in said drilling and spacing unit to said
common source(s) of supply covered hereby who has not agreed to develop said common
source(s) of supply as a unit, other than the Applicant, shall elect which of the alternatives
set out in paragraph 3 above such owner accepts. Said election is to be made to the
Applicant and Operator, in writing, within twenty (20) days from the date of this Order. In
the event any such owner fails to elect within the time and in the manner as set out above
which of the alternatives set forth in paragraph 3 above any such owner accepts, then such
owner is deemed to have elected the alternative provided in paragraph 2(b) hereinabove.
PROVIDED, however, in the event the oil and gas interest of any such owner is subject to
any royalty, overriding royalty or other payments out of production which create a burden
on such interest in excess of the burdens set out in paragraph 2(b) above, the owner of any
such interest shall be deemed to have taken the alternative provided in paragraph 2(c)
above. PROVIDED, further, in the event the oil and gas interest of any such owner is
subject to any royalty, overndlng royalty or other payments out of production which create
a burden on such interest in excess of the burdens set out in paragraph 2(c) above, the
owner of any such interest shall be deemed to have taken the alternative provided in
paragraph 2(d) above. In the event any owner elects to do other than participate in the
initial well proposed to be drilled hereunder by paying its proportionate share of the costs
thereof, or fails to make any election provided above, such owner shall be deemed to have
relinquished unto Applicant all of such owner's right, title, interest, or claim in such well, and
any well drilled subsequent thereto, except for any normal 1/8th royalty interest, defined
above, or other share in production to which such owner may be entitled by reason of any
election hereunder.

6. If an owner who has participated in the cost and expense of drilling the unit
proposes to drill a well, or conduct an operation, subsequent to the initial well drilled
hereunder into the common sources of supply named in Paragraph 1 above, it shall mail
a written proposal of that operation to each owner subject hereto who participated in the
cost and expense of drilling said initial well. That proposal shall specify the location,
estimated cost and estimated total depth of the proposed subsequent operation. The
owners to whom such proposal is mailed shall have twenty (20) days from their receipt of
that proposal within which to elect in writing to the Applicant whether they elect to participate
in the cost of such subsequent operation; or, in the alternative, to elect one of the
alternatives to participation set out in 2(b),(c) and (d) above.
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An owner electing to participate in the proposed subsequent operation shall
pay to the Applicant its share of completed for production costs within five (5) days following
expiration of the twenty (20) day election period provided in the preceding paragraph.

If an owner fails to make a written election in response to the proposal of the
subsequent operation; or, after electing to participate, fails to pay the Operator its share of
completed for production costs within the five (5) day period provided above, such owner
shall be deemed to have taken the alternative provided in Paragraph 2(b) above.
PROVIDED, however, in the event the oil and gas interest of any such owner is subject to
any royalty, overriding royalty or other payments out of production which create a burden
on such interest in excess of the burdens set out in paragraph 2(b) above, the owner of any
such interest shall be deemed to have taken the alternative provided in paragraph 2(c)
above. PROVIDED, however, in the event the oil and gas interest of any such owner is
subject to any royalty, overriding royalty or other payments out of production which create
a burden on such interest in excess of the burdens set out in paragraph 2(c) above, the
owner of any such interest shall be deemed to have taken the alternative provided in
paragraph 2(d) above.

An owner who elects not to participate in the cost and expense of the
proposed subsequent operation, or who is deemed not to participate, shall relinquish all of
its working interest and right to drill in the unit and common sources of supply covered
hereby as to the proposed subsequent operation and as to any operations performed or
wells drilled subsequent thereto. The relinquished interest is to be owned by the Applicant,
unless by virtue of agreement among the participating parties such interest is
proportionately shared.

The proposed subsequent operation shall be commenced within 180 days
from the date of the written proposal of that operation, and shall be diligently prosecuted to
completion. If said operation is hot commenced within the 180-day period, the rights
relinquished by owners under this paragraph 6 as a result of said proposal shall be revested
in those owners.

For purposes of this paragraph 6, any owner who participates in the risk and
expense of a well drilled under this order shall notify the Applicant of any assignment or
transfer of its interest in the drilling and spacing unit. The Applicant shall then be obligated
to mail the written proposal described above to that assignee, or transferee.

The term "subsequent well" or "subsequent operation” for purposes of this
paragraph shall not include any side-tracking or other operation with respect to the initial or
any subsequent well, and shall not include any well that is drilled as a replacement or
substitute well for the initial or any subsequent well covered hereby, by virtue of any
mechanical or other problems arising directly in connection with the drilling, completing,
equipping or producing of any such well, and no party subject to this Order shall have the
riglgt ;co make I;any subsequent elections as to any such side-tracking, replacement well, or
substitute well.

7. That Operator, in addition to any other rights provided herein, shall have a
lien, as setoutin 52 O.S., Section 87.1(e)(1971), on the interest of any owner subject to this
Order, who has elected to participate in the initial well drilled hereunder by paying such
owner's proportionate part of the costs thereof. Such lien shall be upon any such owner’s
share of the production from the unit to the extent that costs incurred in the development
and operation upon such unit are charged against such interest by order of the Commission
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or by operation of law. The owner, or owners, drilling, or paying for the drilling, or for the
operation of a well for the benefit of all shall be entitled to production from such well which
would be received by the owner or owners for whose benefit the well was drilled or
operated, after payment of royalty, until the owner or owners drilling or operating the well
have been paid the amount due under the terms of this Order.

8. In the event any owner elects to participate in a unit well by paying its
proportionate part of the costs and fails or refuses to pay or to secure the payment of such
owner's proportionate part of the completed for production cost as set out in paragraph 2(a)
above; or, fails or refuses to pay or make any arrangements satisfactory to the Applicant
for the payment thereof, all within the periods of time as prescribed in this order, then such
owner is deemed to have taken the alternative provided in paragraph 2(b) above.
PROVIDED, however, in the event the oil and gas interest of any such owner is subject to
any royalty, overriding royalty or other payments out of production which create a burden
on such interest in excess of the burdens set out in paragraph 2(b) above, the owner of any
such interest shall be deemed to have taken the alternative provided in paragraph 2(c)
above. PROVIDED, further, in the event the oil and gas interest of any such owner is
subject to any royalty, overriding royalty or other payments out of production which create
a burden on such interest in excess of the burdens set out in paragraph 2(c) above, the
owner of any such interest shall be deemed to have taken the alternative provided in
paragraph 2(d) above. Such owner shall be deemed to have relinquished unto Applicant
all of such owner's right, title, interest, or claim in such well and in any well drilled
subsequent thereto, except for any normal 1/8th royalty interest, defined above, or other
share in production to which such owner may be entitled by reason of an election
hereunder. Thereupon, and if the Applicant is required to make a payment of cash bonus
under the terms of paragraph 2(b) or 2(c), such payment shall be made by the Applicant
within thirty-five (35) days after the last day of which such defaulting owner, under this
Order, should have paid its proportionate part of such costs or should have made
satisfactory arrangements for the payment thereof.

9. That:

Le Norman Operating LLLC
4747 Gaillardia Parkway, Suite 100
Oklahoma City, OK 73142
(405) 241-1811

is designated as Operator of the unit, and common source of supply named herein and the
well, or wells, drilled hereunder. All elections must be communicated to Operator at the
address above as required in this Order. Operator shall be required to pay all bonuses
which may become due and payable under the terms of this Order.

10. The payment of cash bonus and royalty hereunder is subject to Operator’'s
receipt of a fully completed and executed Internal Revenue Service Form W-9 by the
applicable respondent.

11.  That the Operator has commenced operations for the initial operation
proposed hereunder. The operator shall diligently prosecute the same to completion in a
reasonably prudent manner, or this Order shall be of no force and effect, except as to the
payment of bonuses hereunder.
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12. That the Applicant or its attorney shall file with the Secretary of the
Commission, within ten (10) days from the date of this order, an Affidavit stating that a copy
of said Order was mailed within three (3) days from the date of this Order to all parties
pooled by this order, whose addresses are known.

e R

@ORPOR | MMISSION OF OKLAHOMA

DANA L. MURPHY, Chdig

I RRSWENNPRPVIPS O

i ,
DONE AND PERFORMED THIS ;j:‘_ DAY OF . , 2011.

0

PEGGY’ MlTG‘.HELL
Secretary of the Commission

APPROVEP AS TO CONTENT AND FORM:

REPORT OF THE ADMINISTRATIVE LAW JUDGE

The foregoing findings and order are the report and recommendations of the
Administrative Law Judge.

S s 2-13
Susan Osburn, Date

Administrative

215 /]

Date
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EXHIBIT "A"

Listed below are all owners of oil and gas interests subject to this Pooling
Order:

1. Drake Gungoll Enterprises, A.L.P.
c/o Carl E. Gungoll Exploration LLC
P.O. Box 18466
Oklahoma City, OK 73154-0466

2. Henry H. Gungoll Associates, a
Partnership
P.O. Box 6209
Enid, OK 73702-6209

3. Guard Exploration Limited Partnership
c/o Ward Petroleum Corporation
Attn: Mr. Larry Jenkins
502 S. Fillmore Street
Enid, OK 73703-5703

4, Carole J. Drake
c/o Carl E. Gungoll Exploration LLC
P.O. Box 18466
Oklahoma City, OK 73154-0466

5. Dismissed
6. Dismissed

7. Chesapeake Exploration, L.L.C.
P.O. Box 18496
Oklahoma City, OK 73154-0496

8. Jack H. Choate, Inc.
116 S. Main Street
Hennessey, OK 73742

9. Drake-Gungoll Enterprises, A.L.P.
P.O. Box 18466
Oklahoma City, OK 73154-0466



