Nearburg Exploration Company, L.L.C.

Exploration and Production
3300 North “A” Street
Building 2, Suite 120
Midland, Texas 79705
915686-8235

Fax 915/686-7806

August 14, 1997
CERTIFIED MAIL -
RETURN RECEIPT REQUESTED
Mr. Mike Hazlip
Chesapeake Operating, Inc.
P. O. Box 18496

Oklahoma City, OK 73154-0496

RE: Well Proposal of July 29, 1997
Gandy #1-19
660’ FNL and 660’ FEL
Section 19, T-16-S, R-36-E
Lea County, New Mexico
Hogan Prospect

Dear Mike:

Please refer to Nearburg Exploration Company, L.L.C.’s (NEC) well proposal dated July 29, 1997 and our
telephone conversation of August 13, 1997, whereby we have been attempting to reach a voluntary
agreement with regard to the drilling of the captioned well. To the extent we can cooperate with any
suggested changes you may have to the Joint Operating Agreement, we will be more than happy to review
same. However, we are not in a position to agree to change the location of the initial test well, as you have
requested. We believe drilling a standard location is preferable and in addition, our location is based on our
3-D seismic interpretation. We believe it is critical to drill the most advantageous location based on
geologic and geophysical merit, which is represented by the captioned location.

I have enclosed substitute pages to the Operating Agreement as you have suggested based on the applicable
spacing regulations for this area. If you have any questions, please feel free to contact the undersigned.

Yours very truly,

e

Bob Shelton
Land Manager

BS/dw BEFORE THE
BS/d OIL CONSERVATION DIVISION
Santa Fe, New Mexico

Case No. _ 11861 Exhibit No. 5
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Submitted by: Nearbure Exploration Company, L.L.C.

Hearing Date: October 9. 1997
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