
Chesapeake Operating, Inc. 

Engineering/Operations summary 
Exhibit 

Ocean Energy Carlisle State Com 1Y Townsend Morrow 
DOFS: 7/98 Morrow perfs: 12,068'-12,120* 
Cum production 11 /99: 1,293 MMCF, and 13.4 MBO 
Decline curve EUR: 1,705 MMCF, and 18.6 MBO 
No pressure data reported 

Yates Petroieum Brunson AQK State 1 N. Shoe Bar Atoka 
DOFS: 10/97 Brunson perfs: 11,992-12,006' 
Cum production 11/99: 410 MMCF, and 9.8 MBO 
Decline curve EUR: 638 MMCF, and 14.4 MBO 
BHP test 11/97: 3,745 psig @ 12,006' MD 

Yates Petroleum Big Flat ASN State Com 1 Wildcat Atoka 
DOFS: 9/98 Brunson perfs: 11,892-11,903' 
Cum production 11/99: 731 MMCF, and 13.6 MBO 
Decline curve EUR: 2,037 MMCF, and 27.1 MBO 
BHP test 9/98: 3,280 psig @ 11,897' MD 

Chesapeake Boyce 1-15 N. Shoe Bar Atoka 
DOFS: 4/2000 U. Atoka perfs: 11,523-11,671'OA 
Cum production 9/2000: 261.9 MMCF, and 5.7 MBO 
Decline curve EUR: 1,660 MMCF, and 25 MBO 
BHP estimate (SICP of 2,850 psi): 3,800 psig 

Chesapeake Boyce 3-15 Townsend Morrow 
DOFS: 8/2000 Morrow perfs: 11,770'-11,780' 
Cum production 9/2000: 3.1 MMCF, and 251 BO 
Decline curve EUR: 50 MMCF, and 4.8 MBO 
BHP estimate (SITP 3,500 psi): 4,500 psig zone is tight 
Brunson interval est BHP from drilling: 5,750 psig 
**Volumetrics suggest Brunson interval between 11,658-11,678' may 
contain as much as 2 BCF of recoverable reserves. 

Arrington Mayfly 1-14 Townsend Morrow 
DOFS: 11/99 Morrow perfs: 12,040'-12,047' 
Morrow cum production 5/2000: 187 MMCF, and 5.0 MBO 
Morrow BHP: 2,580 psi BHPBU test 
5/2000: PB and test Brunson 11,884'-11,907' 
Brunson cum production, 9/2000: 265 MMCF, and 6.1 MBO 
Decline curve EUR: 1,650 MMCF, and 30 MBO 



7. Mark Shidler Monsanto State 1 Townsend Morrow 
DOFS: 3/75 Morrow perfs: 11,849'-11,869' 
Cum production 11/99: 3,998 MMCF, and 90 MBO 
Decline curve EUR: 5,334 MMCF, and 111 MBO 
Initial BHP (state test): 2,600 psia estimate from surface shut-in pressure 

8. Yates Petroleum Runnells ASP #2 Wildcat Atoka 
DOFS: 10/98 Brunson perfs: 12,008-12,025' 
Cum production 11/99: 760 MMCF, and 15.2 MBO 
Decline curve EUR: 1,180 MMCF, and 28 MBO 
BHPtest 12/98: 2,511 psig @ 11,600' 

9. Yates Petroleum Shell Lusk ANB Com Wildcat Atoka 
DOFS: 11/97 Brunson perfs: 12,029'-12,051' 
Cum production 11/99: 895 MMCF, and 18.0 MBO 
Decline curve EUR: 1,454 MMCF, and 33 MBO 
BHP test 12/97: 3,015 psig @ 11,920' MD 

Average "Type" Morrow/Atoka ultimate recoveries: 

1,475 MMCF, and 23 MBO (eliminating the low and high wells) 

Economic model of a Morrow/Atoka "Type" well, based on a $ 1.1 MM drilling 
and completion costs. 

Project Life: 7.4 years, Project pay-out: 6 months 
ROI: 3.92:1, ROR: > 100% 
NPV(10): $2,722 MM 
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CHESAPEAKE OPERATING, INC 

-AUTHORIZATION FOR EXPENDITURE— 
Project Area. - . 

V W Name: Typical McfrawlAtoka Gas Well 
Operator Chesapeake Operabng inc. 

A F E * 
Spaciig Unit 

CODE 
233*00 
233401 
233402 
233403 
233404 
233405 
233406 
233408 
233410 
233411 
233413 
233414 
233415 
233416 
233426 
233417 
233420 
233424 
233425 
233452 
233418 
233419 
233421 
233423 
233427 
23342S 
233430 
233431 
233433 
233434 
233437 
233438 
233441 
233442 
233443 
233444 
233448 
233447 
233449 
233450 

INTANGIBLE COSTS 
Location: 

Dnilng: 

Completlon: 

INTANGIBLES 

WORK DESCRIPTION 
Roads. Location. Pits 
Damages 
Governmental Flings 
T i l s Opinions 
Seismic Costs 
Reclamation 
Top Drive 
Pipeine Construction 
Dnling Contractor 23/27 days 
Directional Services 
Rig Mabibaa'avOemobiiza«on 
Contract Labor 
Bits 
Supplies and Utilities 
Cement Conductor 
Cement Surrace Casing 
Cement Intermediate Casing 
Cement Production Casing 
Cement OriKng Uner 
Cement Production Liner 
Mud Logging 
Dnling Fluids, Mud, Chem. 
Om S t a g Inspection 
Open Hole Logging 
Fishing 
Downhole Rental Equipment 
Completion Unit 
Cased Hole LoggingrPerfcraBhg 
Jetting 
Formation Stimulation 
Surface Equipment Rental 
Transportation 
Frac Fluid Haiioff 
Blowout/Em ergenaes 
Company Superusion/Engineering 
Consultants 
Company Overhead 
Insurance 
Major Construction Overhead 
Plug to Abandon 
10% Contingency 

Total Intangble Costs 

TANGIBLE COSTS WORK DESCRIPTION 

Property*': 
County, State: Lea. New Mexico 

Date: 
Total Depth: 12.200-

FormaSon: Morrow/Atoka 

DRY HOLE 
135.000.00 
S12.0O0.00 

$500.00 
$0.00 
$0.00 

$12,000.00 
$0.00 
$0.00 

S15O.OO0.0O 
$5,000.00 

$40,000.00 
$15,000.00 
S50.tXDO.00 
S3.000.00 

SO. 00 
$6,500.00 

$15,000.00 

so.oo 
$0.00 
$0.00 

S7.OO0.O0 
$35,000.00 

$0.00 
$35,000.00 

$0 00 
$33,000.00 

$0.00 
$0.00 
so.oo 
so.oo 

S22.000.00 
$4,000.00 

so.oo 
50 00 

$26,000.00 
$11,000.00 

59 0OOOO 
54.0O0 0O 

$0.00 
$2,000 00 

$54,500.00 

$586,500.00 

PRODUCER 
$35,000.00 
$12,000.00 

$1,000.00 
so.oo 
so.oo 

$12,000.00 
$0.00 
$0.00 

$176,000.00 
$5,000.00 

$40,000.00 
$31,000.00 
$50,300.00 

$4,000.00 
SO. 00 

58.500 00 
$15,000.00 
$25,000.00 

J0.0O 
SO.OO 

S7.000.X 
S35.000.00 

$0.00 
$35,000.00 

$000 
$35,000.00 
S2O.O0O.OO 
$15,000.00 

so.oo 
$125,000.00 

$25,000.00 
$10,000.00 

so.oo 
so.oo 

$30,000.00 
$13,000.00 
$10,000.00 

S4.000 00 
$2,000.00 

so.oo 
$68,500.00 

$847,000.00 

230108 Tubulars: Conductor $0.00 so.oo 
230100 Surface Casing: 450- 13 3/8" $8,000.00 $8,000.00 
230101 Intermediate Casing: 4.200 9 5/8- $50,000.00 S50.000.00 
230102 Production Casing: 11.80Cr 5 1/2- so.oo $74,000.00 
230103 Onling Liner: $0.00 SO.OO 
230109 Production Liner $0.00 so.oo 
230104 Boat Equipment $2,000.00 S3.000.00 
230105 Tubing: 11,200- 2 7/8" $0.00 $34,000.00 
230106 Lease Equipment: Weihead Equipment S1.500 00 S7.000.00 
230107 Downhole Equipment $0.00 $20,000.00 
230111 Artificial Lift-Pumping Unit $0.00 SO.OO 
230113 Production Equipment so.oo $30,000.00 
230115 Compressor/Compression so.oo so.oo 
230116 Pipeine Equipment so.oo so.oo 
230120 Non-Controlable Equciment so.oo $000 

10% Conongency $8,000.00 $23,000.00 

TOTAL TANGIBLES Total Tangible Costs $67,500.00 $249,000.00 

Total Costs $654,000.00 SI.098.000 00 

Prepared by: RTG Approved by: 

OPERATOR'S APPROVAL DATE 
Operation s/Geoiogy 

OPERATOR'S APPROVAL DATE: 
Land/Accounting 

NON-OPERATOR'S APPROVAL.. 

THE COSTS ITEMIZED ON THIS AFE ARE ESTIMATES ONLY. BY EXECUTION OF THE AFE, THE NON-OPERATOR AGREES TO PAY ITS 
PROPORTIONATE SHARE OF ALL ACTUAL COSTS INCURRED IN THE REFERENCED OPERATION. 



ECONOMIC EVALUATION OF A GAS PROPERTY (C) Copyright 1990,1993 
by Douglas M Boone 

Well Name: Morrow/Atoka A l l Rights Reserved 
Prospect: Type w e l l Economics **RISKED ECONOMICS** 

05-Sep-00 FNR $3,208,869 
GAS PRICE $3.74 ($/gas unit)PW(lO) $2,722,050 
OIL PRICE $25.00 ( $ / o i l unit)PW(20) $2,356,479 
WORKING INT. 1.00000 (FRACTION) PW(30) $2,075,123 
REVENUE INT. 0.80000 (FRACTION) PW(4 0) $1,854,186 

GROSS --- FIRST WELL PW(50) $1,677,800 
RESERVES 1,450,000 (gas u n i t ) PW(60) $1,535,037 
INITIAL RATE 2,750 (unit/day) T o t a l Costs $1,100,000 
YIELD 15.9 (Oil/MGas) F i r s t Year $2,213,772 Rev 
PROD. TAX RATE 0.0700 (FRACTION) Two Years $3,316,872 Rev 
LEASE AND SEISMIC $0 Five Years $4,246,770 Rev 
DRILLING COSTS $650,000 
COMPLETION COSTS $450,000 Payout 0.50 Yrs 
OPERATING COSTS $1,750 (S/MO) ROR 100.00% 
DRILLING PROMOT 1.000 ROI 3.92 
TIME TILL DRILLED 0.00 YR DROI(IO) - 3 .47 

TIER 1 TIER 2 TIER 3 TOTAL 
RISK COMPLETION 100.00% 70.00% 80.00% 
NUMBER OF WELLS 1 0 0 1 

RT̂ T-TPn KTTTMRP'n c; 

LEASE AND SEISMIC 0 0 0 0 
DRILLING COSTS 650,000 0 0 650,000 
COMPLETION COSTS 450,000 0 0 450,000 
OPERATING COSTS 1,750 0 0 1,750 
RESERVES 1,450,000 0 0 1,450,000 
INITIAL RATE 2,750 0 0 2,750 

RISKED --- TOTAL WELLS ---

RESERVES 1, 450,000 (Gas u n i t ) 
GAS RATE 2,750 (Gas unit/day) 
OIL RESERVES 23,055 ( O i l U n i t ) 
RESERVE LIFE 7 .37 (YEARS) 

ECON LIMIT 19 (Gas unit/DAY) 
DECLINE RATE 49.70% (PER YR) 

OPERATING COSTS $1,750 ($/Mo) 
NET DRILL. COSTS $650,000 (NET $) 

NET COMP. COSTS $450,000 (NET $) 


