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May 5. 2002
CERTIFIED MAIL/RRR

Robert J. Bullock. Sr.. Trustee rb o
Robert J. Bullock. Jr.

C/O Carter Castell

245 South Seguin

New Brauntels. Texas 78139-5124

Re: Well Proposal — Blue Fit "237 No. 1 (the "Well™
1913 Feet ENL. Y24 Feet FWL.
Sectiort 23, T-16-S. R-33-E. N.MUP.M..
Lea County, New Mexico

Proposed Total Depth - 13.200 teet subsurtace or to a depth
sufficient to test the Mississipptan Formation. whichever 1s
the lesser depth.

Dear Mineral Owner:

TMBR, Sharp Drilling. Inc. ("TMBR™) proposes the dnlling ot the Well at the
indicated location to an approximate depth ot 13.200” subsurrace. or to a depth surficient
to test the Mississippian Formauon. whichever is the lesser depth. Site preparation and
drilling operations will be commenced in the next few days. An Authory for
Expenditure ("AFE™ 1s enciosed detailing estimated anticipated expenditures for the
dnlling, testing. casing, competing. sumulation and equipping ot the Well.

The Real Estate Records of Lea County, New Mexico indicate that vou are
presently vested with ownership nghts in the E/2 NE/4 of said Section 25 in 2.8371 net
mineral acres. or 3.5714%. for a N/2 unit participation of 0.8928%.

A proposed form of our Operating Agreement 1s enclosed for vour review and
consideration.

Please indicate vour desire to participate in the proposed Well by executing this
letter in the appropriate space(s) below and returning one original signature page to the
undersigned within thirty (30) days of receipt of this letter with a check for the
appropriate percentage of the costs estimated on the AFE and the executed signature
pages to the Operating Agreement



Robert J. Bullock. Sr.. Trustee
May 3. 2002
Page Two

The tailure to respond 1o this proposal in the allowed time will be treated as an
election not to participate in the Well. and vour ownership nghts will be recognized as
would a non-participating co-tenant. and appropriate action wiil be taken with the New
Mexico Oil Conservation Division to consolidate these interests into the N/2 spacing unit
tor the Well. As an alternauve. should vou with to enter into an o1l and gas covering your
mineral interest we would be happy to discuss such a transaction with vou.

[f there are anv yuestions. comments or additional information needed. please
contact Lonniz Amold or the undersigned. Thank vou tor vour consideration ot our
proposal.

Yours truly,
TMBR/SHARP DRILLING. INC.

Densuis J. Hopkins. CPL

Land Manager

AGREED AND ACCEPTED THIS DAY OF . 2002.
for participation in the Well for the 0.8928% ownership vested in Robert J. Bullock.
Sr., Trustee.

By:
Name:
Title:




TMBR/

Shar
Drawer 1070

Lhefland, Texns 707027370
N15.A2Q 8050

Julv 1,2002

Rick Montgomery

Cotton Bledsoe Tighe & Dawson P.C.
P.O. Box 2776

Midland, Texas 79702-2776

Re: Robert I. Bullock, Sr.. Trustee
Blue Fin “25 No. | Well Proposal
Lea County, New Mexico

Rick:

Our well proposal letter was sent to the above trustee. as trustee fb/o Robert J. Bullock.
Jr_in care of Carter Casteel. The return receipt was signed for Mav 7. 2002.

Mr. Casteel has sent a letter stating that he has been unable to locate Mr. Bullock. This
was the only address of record on Mr. Bullock. A copy of Mr. Casteel’s letter is enclosed
for your reference. Based on this, when we do receive approval for the North-Half unit.
the Bullock interest will be deemed to have been force-pooled and subject to such order.

This is being provided for your file and information. If there are anv questions regarding
it. please let me know. '

Yours truly,

-

I ////////

Degnis J. Hopkins

Enclosure
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CASTEEL & CASTEEL, p.L.L.C.
ATTORNEYS AND COUNSELORS AT LAW
254 EAST MILL STREET
NEW BRAUNFELS, TEXAS 78130-5118

TEL. (830)608-1611 FAX (830)608-0449
TER CASTEEL BARRON CASTEEL

June 27, 2002

Denise J. Hopkins
TMBR/Sharp Drilling Corp.
Drawer 10970

Midland, Texas 79702-7970

Re: Robert J. Bullock, Sr.. Trustee f/b/o
Robert J. Bullock, Jr.
Well Propasal - Blue Fin 25" No. 1(the “well”)
1913 Feet FNL, 924 Feet FWL,
Section 25, T-16-S, R-35-E. N.M.P.M.,
Lea County, New Mexico

Dear Ms, Hopkins:

This letter is to advise your office that | am unable to locate Mr. Bullock with regards to
the above mentioned matter.

Should you have any further questions please feel free to contact my office.

Sincerely,

e o/ ,
l\ TN P ( *'\“‘/ <
CARTER CASTEEL

cc: Qur File

cm6:Bullock.itr. wpd
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{SentTo
ol Robert J. Bullock, Sr
ruirSlreet. Apt. No.: . o
gt orPOBoxnNo. 245 South Seguin

SENDER: COMPLETE THIS SECTION

@ Complete items 1, 2, and 3. Also complete
item 4 if Restricted Delivery is desired.

Print your name and address on the reverse
SO that we can return the card to you.

Attach this card to the back of the maiipiece.
ar on the front If space permits.

See Reverse for Instructions

COMPLETE THIS SECTION ON DELIVERY

Namej C. Date of Delivery

B. etved y
y — e 2

(¢ mn( ‘)~

al

1 Article Addressed to:

ROBERT J. BULLOCK, SR.

c/lo CARTER CASTELL

245 SOUTH SEGUIN

NEW BRAUNFELS, TX 78139-5124

D. Is delivery address aifferent from item 1?7 O Yes
If YES, enter delivery acdress below: O No

| 3. Service Type

& Certified Mail [ Express Mail
(7 Registered T Return Receipt for Merchandise
I O Insured Mail Jc.onb.

i 4 Restncted Detiverv? /Extra Fee)

i

O Yes

2. Article Mumber
(Transter from service labelj

7002 0O4LO0 0002 0073 5332

PS Form 3811, August 2001

Domestic Return Receipt

102595-01-M-2509



EXHIBIT »A™

Attached to and made a part of that certain Joint Operating Agreement dated
ctfective April 20, 2002, by TMBR/Sharp Drilling, Inc.. Operator.
Al Lands subject to this Agreement:

Township 16 South. Range 33 East. NALPAM.
Section 25: The North Halt (N 2. containing 320 acres. more or less

Lea County. New Mexico

B. Restrictions as to depth:
None
C. Parties subject to this Agreement and their respective percentages of
interest:
TMBR:Sharp Drilling. Inc. 99.10716%
Robert J. Bullock. Sr.. Trustee 0.89284%
Total: 100.00000%

D. Addresses of the parties to this Agreement:

TMBR/Sharp Drilling. Inc.

Antn: Jeffrev D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970
Telephone: (9151 699-5050
Facsimile: (916) 699-3085

Robert J. Bullock. Sr.. Trustee
t/b/o Robert J. Bullock. Jr.

¢:0 Carter Castell

245 South Seguin

New Brauntels. Texas 78139
Telephone:

Facsimile:
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9 FMBR Sharp Drillling, {ne,
S0
M L By — —_—
22 Tyvpe or Print Name
23 Tile Jeffers D. Phillips, President
hB! Date
25 Address PO Box 10970, Midland. fexas 79702-7970
n

2N ATTEST OR WITNESS:

Co s

NON-OPERATORS

By

[
e

Type or Print Name
Tutle:-Robert J. Bulloch. Sr.. Trusree

Date:

10 ATTEST OR WITNESS:

\ddress

8y

Type ar Print Name
fule

Date

ATTEST OR WITNESS:

Address

Bv:

Type or Print Name
Title:

Date:

62 ATTEST OR WITNESS:

Address:

By

Type or Print Name
Tile:

Date:

Address




EXHIBIT “A”»

Attached to and made 2 part of that certain Model Form Recording Supplement to
Operating Agreement and Financing Statement dated effective April 20, 2002. by
TMBR/Sharp Drilling, Inc.. Operator.

Lands subject to this Agreement:

Township 16 South. Range 35 East. N.M.P. M.
Section 23: The North Half (N/2). containing 320 acres. more or less

Lea County, New Mexico

Parties subject to this Agreement and their respective percentages of

interest:
TMBR/Sharp Drilling. Inc. 99.10716%0
Robert J. Bullock. Sr.. Trustee 0.89284%,

f'b/o Robert J. Bullock. Jr.

Total: 100.00600%
Addresses of the parties to this Agreement:

TMBR/Sharp Drilling. Inc.
Ann: Jeffrey D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970

Robert J. Bullock. Sr.. Trustee
t’b/o Robert J. Bullock. Jr.
c/0 Carter Castell

245 South Seguin

New Brauntels. Texas 78139
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VAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982
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DPERATOR

TMBR/SHARP DRILLING. INC.

By:

Jeffrey

NON-OPERATORS

By:

D. Phillips. President

Printed Name:
Printed Titl::

Printed Name:
Printed Title:

By:

Robert J. Bullock. dr.. Frustee

Printed Name:
Printed Titlz:

Printed Name:
Printed Title:

Bv:

Printed Name:
Printed Fitte:

- 15-

Printed Name:
Printed Title:



U.S. Postal‘ Service <@
CERTIFIED. MAIL RECEIPT
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| SentTo
C" Chesapeake Energy. COorp.
u Street. Apt. No.;

DlorPOIivaO- P. O. Box 18496

~ Okxlahoma City, OK__73154-0496

SENDER: COMPLETE THIS SECTION

W Complete items 1, 2, and 3. Also complete e
item 4 if Restricted Delivery is desired. 3 Agent
B Print your name and address on the reverse X N 3 / J Addressee

so that we can return the card to you. 8. Recei y ( Printed Na c.D ivery
B Attach th s card to the back of the mailpiece, MM .

or on the front if space permits.

D. Is delivery address different from item 17 (3 VYes
If YES, enter delivery address below: O No

1. Articie Addressed to:

CHESAPEAKE ENERGY CORP.
P. O. BOX 18496

OKLAHOMA CITY, OK 73154-0496 T Sovee e
B} Certified Mait [ Express Mail
(J Registerea O Return Receipt for Merchandise
- 3 Insured Maii acop.
4. Restricted Delivery? (Extra Fee) 0 Yes
2. Article Number 5
(Transfer 'rom service label) L D U c 04k g D g D c oo 73 5 ?.E_
PS Form 3811, August 2001 Domestic Return Receipt 102595-01-M-2508
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Chesapeake

May 22, 2002

VIA UNITED PARCEL SERVICE

Mr. Dennis Hopkins
TMBR/Sharp Drilling, Inc.
4607 West Industrial
Midland, TX 79703

Re: Blue Fin 25" No. 1
Section 25-16S-35E
Lea County, New Mexico

Dear Mr. Hopkins:

Land Department

Enclosed please find company check number 294983 in the amount of $6,389.00
representing prepayment of Chesapeake’s portion of the costs to casing point for the
drilling of the captioned well. Also enclosed are the executed AFE, the executed JOA
signature pages and two modified JOA pages. Please initial the modified JOA pages and

return copies to Lynda Townsend.

if you have any questions, please call me at (405) 879-9374.

Sincerely,

Chesapeake Exploration Limited Partnership

Ay

Sara L. Caldwell
Land Tech

Enclosure

SANM-TXPAN\Letters\SLC\TMBR Sharp-Hopkins-20020522.doc

Chesapeake Energy Corporation

6100 N. Western Ave. » Oklahoma City, OK 73118 » PO. Box 18496 » Oklahoma City, OK 73154-0496

405.848.8000 » fax 405.879.9535



TMBR/ Sharp Drilling, INC.

VAFE Numoer s 23—:\0&
AUTHORIZATION FOR EXPENDITURE Well No . ‘
© \..mf ivtate JountvPansn Location By ’ ) \
sl SNew e el TR ONL w228 PWL s~ IF TIASURGIE
LTI COSTTO COMPLETIC i TOTAL ,
e INTANGIBILE DESCRIPTION CASING POINT COST / WELL CONT ]
Sanvens rermruts Bonds 200 ‘ 1.200
. Rouads L.cation Demages 20000 30.000
\Mob demon 27383 27.000
< Dnliing Conrast-
©Dusaore Fradss AUSSSg o 250440 25,580 , <26,0CC
+ Footuge :
T Compizton Lar 13 duys AUS 2700 Jdau 30.00¢ 30.000
~ 1 Mud Chemucals 35000 i 35.000
) Water 8000 3.000 | 21.000
i |CementCemenuing Services ; 20000 ; 36.00C 1 56.000
. l\yFuchEiccmcn,\' Generator ights 28200 ! 1.800 | 30.000
1 Bus ‘ 55000 | ] 65.000
B jReamsrs stabilizers ! 5000 | ' 15,000
3 1Service £ quipment 2000 i 5.000 1 7.000
< tEquipment rentals “00Q0 ﬁ 35.000 ! 45.000
i lere nne Lnnt i : 1
" Mud Logging Paleo: Bioassay 18000 | 18.000
.~ |Open Hole Logging 25000 | 25.000 50.000
19 {Dnii Stem Tesung and conng 20000 T 20.000
20 \Tubular Inspecuornv Testing 3000 | 1.500 4,500
b ‘Transponauon«land) 3000 2.000 5.000
22 |Equipment mspection-testing ; 2500 2.000 4.500
2 ‘;Cusmg Crews/ Tongs 4500 5.000 9.500
b {Dnlhng Overhead 35500 1,500 8.000
h] !Supcr\lsmn 2750 5.500 8,250
2 [Casea Hole Logging & Perf T 5.500 5.500
+ {Sumuiauon ! 100.000 100.000
25 |Production Testing 10.000 10,000
9 |C0mpieuon Fluids ‘r 2.500 ‘ 2.500
0 iFlshmg Tools. Supervisor i 5000 5,000
31 |Contract labor 2500 3,000 5.500
32 |Insurance | 8756 2.919 ! 11,675
33 [Plug and Abandon | 15000 | 15.000
14 |Conungency 1 7%) 53784 21195 [ $74.979
TOTAL INTANGIBLE ESTIMATED COST | $822,120 ! 3323.974 { $1,146.104
TANGIBLE DESCRIPTION !
33 Conductor !
in | 50C of 13 ¥8" 545 @15.50/FT  Surface Casing 7.750 7.750
< (50C0 of § 58" 408 @ 1300/FT  {ntermediate Csg | 65.000 65.000
i [ntermediate Csg :
3y Intermediate Csg
w0 | 125530 01 77 268 @ 11 SOIFT Production Csg | 143,750 143.750
Sl {15000t 41 27 11 608w § S 1 Liner ' 8.625 8625
42113800 of 2 78" 6.508 @3.20FT  Tubing } 44 160 44.160
21 Tubing i
-4 Tubing
35 |Wellhead Equipment 4.200 3.000 I 13.200
16 {Float Equipment 4,000 7,000 11.000
47 {Liner Equipment +2.000 | 12.000
48 |Pumping Unit/ Base s Engine
49 [Sucker rods, Polished Rods
50 |Producing Equipment, Tank Battery, Flowline : 60,000 60.000
s1 |Flowlhnes, Vavles, FitingsConnections 8.000 8.000
52 [Packers & QOther Subsurface Tools 6,500 6.500
53 {Compressor
<4 |Miscelaneous Sale Items 5.000 5.000
<5 {Conungency { 7%) 5667 24,282 26.949
TOTAL TANGIBLE ESTIMATED COST , $86.617 $325,317 $411.934
TOTAL AFE ESTIMATED COST $908.747 $649.291 $1,558.038

APPROVAL AND ACCEPTANCE

Parucipant

Chesapeake Operating, Inc.

Wl 0.70317%

Title Aubrefﬂ(. McClendon, CEO

(T IS RECOGNIZED THAT AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL
OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL COSTS INCURRED IN
N CONDUCTING THE OPERATION SPECIFED, WHETHER MORE OR LESS THAN THE

HEREIN SET OUT

X

1 Wish to oe covered by TMBR/Sharp s blow out wsurance.

1 DO NOT Wish to be coversd by TMBR/Sharp's blow out msurance.

Date May 15, 2002




‘VIBR/’ Snam

May 3. 2002
CERTIFIED MAIL/RRR

Chesapeake Energy Corp.
P. O. Box 18496
Oklahoma City, Oklahoma 73154-0496

Re: Well Proposal — Blue Fin 23" No. | (the "Well™)
1913 Feet FNL. 924 Feet FWL,
Section 25, T-16-S. R-33-E. N.MPA L.
Lea County, New Mexico

Proposed Total Depth — 13.200 teet subsurtace or to a depth
sufficient to test the Mississippian Formauon. whichever is
the lesser depth.

Gentlemen:

TMBR Sharp Drilling. Inc. ¢"TMBR™) proposes the drilling o1 the Well at the indicated
location to an approximate depth of 13.200° subsurface. or to a depth sutficient to test the
Mississippian Formaton, whichever 1s the lesser depth. Site preparation and dnilling operations
will be commenced in the next tew davs. An Authority tor Expenditure ("AFE™) 15 enclosed
detailing estimated annicipated expenditures for the dnlling, tesung, casing. compeung,
stimulation and equipping of the Well.

The Real Estate Records of Lea County. New Mexico indicate that you are presently
vested with ownership rights in the W2 NE:4 of said Secton 23 1 2.2500 net mineral acres. or
2.8125%. tor & N/2 unut participatuon ot 0.7031%.

The leases owned by vou and the associated ownership rights are set forth in greater
detail on Exhioit A", attached hereto. A proposed form of Operating Agreement 1s enclosed for
your considerztion.



Chesapeake Enrergy Corp.
May 3, 2002
Page Two

Please indicate vour desire 1o parncipate in the proposed Weil by execuung this letter in
the appropriate space(s) below and returning one original signature page to the undersigned
within thirty (30) days of receipt ot this letter with a check for the appropriate percentage of the
costs estimated on the AFE and the executed signature pages to the Operating Agreement. The
tailure to respond to this proposai in the allowed time will be treated as an election not to
participate in the Well. and vour ownership rights will be recognized as would a non-parucipating
co-tenant, and appropriate action wiil be taken with the New Mexico O1l Conservanion Division
to consolidate these interests into the N2 spacing un:t for the Well. As an altemauve. shouid you
with 1o farmout or enter :nto a term assignment o7 your leasenold interest we would be happy to
discuss such a trade with vou.

[f there are any questions. comments or additional informanon needed. please contact
Lonnie Amold or the undersigned. Thank vou for vour consideration ot our proposal.

Yours truly,

TMBR/ HARP DRILLING. INC.

/;’//
Denms] Ho 'ms CPL

Land Manager

AGREED AND ACCEPTED THIS _ 15th DAY OF __May . 2002,
for participation in the Well for the 47031% ownership vested in Chesapeake Energy-(o#p-

Operating, Inc.
Byv: 7 Zl! 2444 ____/&\L————"'__
Nawe: Aubrey K. McClendon

Title: CEO //
v




EXHIBIT A"

Attached to that certain Well Proposal Letter Agreement dated May 3. 2002
between TMBR/Sharp Drilling, Inc. and Chesapeake Energy Corp. as to lands -
located in the N/2 of Section 25-16S-35E, N.M.P.M., Lea County, New Mexico.

Lease Dated: November 11, 1998
Recorded: Book 920, Page 128
Extension: Book 1107, Page 481
Lessor: Carl A. Schellinger et ux
Lessee: Chalfant Properues, Inc.

Legal Description: Township 16 South. Range 35 East. NM.P. M.
Section 25: W.2 NE/4
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ARTICLE ViUl
continued
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ARTICLE IX.

INTERNAL REVENUE CODE ELECTION

This agreement 1s not ntended to create, ana shall not be construed to create. a ~elauonship of partnership or an association
for profit between or among the parties hereto.  Notwithstanding any provision herein that the rights and habilities hereunder are several
and not joint or collective. or that this agreement and operations hereunder shall not constiute a partnership. 1f. for federal income tax
purposes. this agreement and the operations hercunder are regarded as a partnership. each parmy hereby atfected elecis to be excluded
from the application of all of the provisions of Subchapter K", Chapter |. Subtitle “A”. of the Internal Revenue Code of 1986, as per-
mitted and authorized by Section 761 ot the Code and the reguiations promuigated thereunder. Operator is authorized and directed to ex-
ecute on behalf of cach party hereby atfected such evidence of this election as may be required by the Secretary ot the Treasury of the
United States or the Federal Internal Revenue Service. including specifically, but not by way of limitation, alt of the returns, statements,
and the data required by Federal Regulanons | 761. Should there be any requirement that each party hereby atfecied give funher
evidence of this election. each such party shall execute such documents and furmish 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 take any other
action nconsistent with the clection made hereby. [f any present or future income fax taws of the state or states in which the Contract
Area ts located or any tuture income tax laws of the United Siates contain provisions similar (o those i Subchapter "K™. Chapter I,
Subtitle A", of the intemnal Revenue Code of 1986. under which an efection stmilar to that provided by Section 761 of the Code 1s per-
mutted. each party hereby atfected shall make such clection as may be permitied or required by sucn laws. In making the foregoing elec-
tion, cach such party states that the income derived by such party from operations hereunder car be adequately determined without the
computation of partnership 1axable ncome.

S12-
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VAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE NVL
MISCELLANEOLS

This agreement shall De SINUNE LEDA AN e Ui 1R DENZRE 01 the DArhes NI 2N L0 IO TSpectn e T3, devisees,

SCCI FEPIESENIAUN s, sUCCEs SO N amiEns

ThIS INSUTUMEnt May fe dneouted I8 A% AUMDET T 2 Cuniemans cach of winsh ~rati e o

TSI An Onanal tor all purtoses

SWITNESS WHEREOF. this agreement shaa o2 ot 20th oy ot April vear) __2002
Ra-& BAF 3 latac ol s k- £ 2 } ihat-thetfornn
f +erid—t- 1 e f Wt —t WTPTY Lei x‘u)[ AL 1;-,((( 4N e
‘;\nlﬁ 3 i ¢ BA-fme AN \4‘.‘_‘ h 1 A4t Ty LHan-taase \nw
Y 4 1 ‘k‘m
DPERATOR
TMBR/SHARP DRILLING. INC.
By:
Jeffrey D. Phillips, President
SNON-OPERATORS
YATES PETROLEUM CORPORATION YATES DRILLING COMPAMN
By:
Printed Name: Printed Name:
Printed Title: Printed Title:
MYCO INDUSTRIES. INC, ABO PETROLEUM CORP
By:
Printed Name: : Printed Name:
Printed Title: Printed Tidle:
CHESAPEXIKE-ENERGY- CORP.

Chesapeake Exploration .lLimited Partnership

Printed NameTHenry J. (Hopd” Printed Name:
Printed Title: Senior Vice President-Land and  Printed Tide:
Legal of Chesapeake Operating, Inc.,

General Partner of Chesapeake Exploration
Limited Partnership

- 15-




STATE OF TEXAS
COUNTY OF MIDLAND

This instrument was acknowiedgea betore me on tne 207 Jay or Apni 2002 by etrrey D,
“hillips. President of TMBR. Sharp Dnlline. ne.. 2 Texas corporanon. on behaif of said corporanon

Notary Pubhe, State or
Printed Name:
Commussion Expires:

STATE OF $
COUNTY OF §
This instrument was acknowiedged before me on the day ot 2002 by
of . a‘
corporanon. on behalt of said corporanon
Notary Public. State ot
Printed Name:
Comrmission Expures:
STATE OF N
COUNTY OF N
This insorument was acknowliedged betore me on the day ot 2002 by
of .a
corporanon. on behalf of sard corporanon.
Notary Public, State or
Printed Name:
Commussion Expires:
STATE OF 3
COUNTY OF §
This insoument was acknowledged before me on the day or _ 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF __OKLAHOMA $
COUNTY OF _ OKLAHOMA $
This instrument was acknowledged, before 21st May 5002 by

Henry J.  {ees,penior Vice President -xﬂ 3 and~LEZaY o% Chesapeake

Operatlng, Inc.,
,gi,/CEesapeake Fxploration Limited Partnership.

./‘;074'? /92 Lo

! PUBUC 10z Nolmy Public, State of _Oklahoma —
Nang = Printed Name: Sandra L. Mathis et
STATR IOR = N8 : : :

G, " 3 Commission Expires;___1ay_5, 2006

o SAHONT <y & Commission Number: 02007791

Lot



AAPL -1 ORM610RS - 1989

Exploration Limited )
( hesapeihetneray Emrp. Partnership

By —_
‘ iypeor Print Name o .
Lule1€NTY J.—Hood, Senior Vice President -
—bme—_Land and Legal of Chesapeake Operating,
—xgtress:_inc., General Partner of Chesapeake
- Exploraticn Limited Partnership
' Date: May 21, 2002
- address: P.O. Box 18496
- Oklahoma City, OK 73154-0496

20



STATE OF TEXAS
COUNTY OF NUDLAND
This instrument was acknowiedgea before me on the 207 day o1 Apny 20

Phillips. President of TNMBR Sharp Onilling

2202 by jertrev D

2 Texas corporanon. vn behait of said corporation

Notary Public. State or

Pnnted Name:

Commussion Expires:

iy

STATE OF
COUNTY OF $
This instrument was acknowledged before me on the day of’ 2002 by
of . aA
corporanon. on behalf of said corporation.
Notarv Pubtic. State or
Printed Name:
Comrmussion Expires:
STATE OF N
COUNTY OF N
This wnstrument was acknowledeed betore me on the dav o1 _2002 by
of .a
corporanon. on behalf of said corporanon
Notary Public. State of
Printed Name:
Comumussion Expires:
STATE OF N
COUNTY OF N
This instrument was acknowledged before me on the day of . 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF __OKLAHOMA $
COUNTY OF _OKLAHOMA N
This instrument was acknowledged before me o! 2lst fay 5002 by
Henry J. Hood, Senior Vice President —?an anrte-gzr CWOperatlng, Inc.,
General Paﬁtmer of Chesapeake Exploration Limited Partnersnip.
\\\\ ! Il/,, Y,
\\\$Q ,144//4,/ /- RS
1% Notary Public, State of _Oklahoma e
Printed Name: Sandra L. Mathis -3
Commission Expires:___ 12y 5, 2006
02007791

Commission Number:



EXHIBIT "D"

ATTACHED TO AND MADE A PART OF THAT CERTAIN
OPERATING AGREEMENT DATED APRIL 20. 2002.
BY TMBR/'SHARP DRILLING. INC.. OPERATOR.

Operator shall procure ana maintam. 2t all tmes wnile conducting operauons wider s
Agreement. the following insurance coverages with [Imits not less than those speciticd berow

AL Warkers Compensation Statuton

tmplover's Luabiin $00.000 eacn accident
B.  Comprehensive Generai Liabilin

including:

(a1 property damage and bodus
injury liabiliny including.
but not limited to. losses
resulting trom explosion.
collapse. underground dumage:

and
(b) contractual liabilirv assumed $1.000.000
under this Agreement. Combined single limit
€. Comprehensive Automobite Liabiliny
covering owned. non-owned and hired $1.000.000
vehicles. Combined single 1imut

0. Umbreila Liability

in excess of A (except Worker's $20.000.000
Compensation). B and C above Combined single unut
E.  Costot Well Control and Operator’s $5.000.000 OEE and
Extra Expense. including Care. Well Control
Custody. and Controf Coverage $250.000 CCC

2. The winsurance described in {.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 antached as Exhibit "C" to this Agreement.

3. Operator shall use every reasonable effort to have its contractors and subcontractors comply with
applicable Worker's Compensation laws. rules. and regulations and carry such insurance as Operator may

deem necessary, unless a Non-Operator provides evidence that it will provide i'- /L
coverage.

+. Operator shall not be liable to Non-Operator for loss suffered because of insurficiency ot the insurance

procured and maintained for the Joint Account nor shall Operator be liable to Non-Operator for any loss

oceurring by reason of Operator's inability to procure or maintain the insurance provided for herein. and if

at any time during the term of this Agreement. Operator is unable to procure or maintamn said insurance.
Operator shall promptly so notity Non-Operator in writing.

3. In the event of loss not 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, that such party shall obtain waivers by t he insurer of ail right of subrogation in favor of
the other parties.



U.S. Postal Service:

CERTIFIED. MAIL RECEIPT”

(Domestic Mail Only; Nq.la§u:ﬁace Coverage Provided) -

¢ ]
D ARTESIA NN 8g210
- 3.5
m Postage | ¢ * WIT II‘: 0708
~
2
8 Certified Fee 2.10
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Return Receipt Fee . Here
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SENDER: COMPLETE THIS SECTION
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item 4 if Restricted Delivery is desired.

Print your name and address on the reverse
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or on the front if space permits.

1. Article Addressed to:

YATES PETROLEUM CORP ETAL
105 SOUTH 4™ STREET

COMPLETE THIS SECTION ON DELIVERY

A. Signature
x .
B. Received by (F’ﬁi’vted&{amY ’

‘ 0] Agent
~ 7770 Addressee

D:. Gaﬁﬂlelivery

D. Is delivery address different from item 1? J Yes
If YES. enter delivery address below: 3 No

-

ARTESIA, NM 88210

| 3. Service Type

K] Certified Mail (O Express Mail
(I Registered {J Return Receipt for Merchandise
O Insured Mail  [3 C.O.D.

4. Restricted Delivery? (Extra Fee) 3 Yes

2. Article Number
(Transfer from service labei)

7002 04kL0 DOOZ2 0073 5288

PS Form 3811, August 2001

Domestic Return Receipt
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105 South Fourth Street
Artesia, NM 88210

June 21, 2002

TMBR/Sharp Drilling, Inc.
Drawer 10970
Midland, TX 79702-7970

RE: Blue Fin “25” No. 1
1913’ FNL & 924’ FWL
Sec 25, T16S-R35E
Lea County, New Mexico

Gentlemen:

Please find enclosed your AFE and JOA signature pages to the captioned well
which have been fully executed by Yates Petroleum Corporation, Yates Drilling
Company. Abo Petroleum Corporation and Myco Industries, Inc.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION
/(./{2 1%}52{ ECicrR

Robert Bullock
Landman

RB:bn
enclosure(s)



iVIR/ Snarg

Trawer 10970
‘Sidlang Texas 797C2-7570
-15-8699-5050

May 3. 2002
CERTIFIED MAIL/RRR

Yates Petroleum Corporation (70%4)
Yates Drilling Company (10°%%)
MYCO Industries. Inc. (10%)

Abo Petroleum Corp. (10°%)

105 South 4" Street

Artesia. New Mlexico 88210

Re: Well Proposal — Blue Fin “25" No. | (the "Well™)
1913 Feet FNL. 924 Feet FWL.
Section 23, T-16-S. R-35-E. N.M.P.M..
Lea County, New Mexico

Proposed Total Depth — 13.200 feet subsurface or to a depth
sufficient to test the Mississippian Formation. whichever 1s
the lesser depth.

Gentlemen:

TMBR Sharp Drilling, Inc. ("TMBR") proposes the drilling of the Well at the indicated
location to an approximate depth ot 13.200° subsurface. or to a depth sutficient to test the
Mississippian Formation. whichever 1s the lesser depth. Site preparation and drilling operations
will be commenced in the next tew days. An Authority for Expenditure ("AFE"™) 15 enclosed
detailing esumated anticipated expenditures tfor the drilling. testing. casimng. compeung,
stimulation ar.d equipping of the Well. '

The Real Estate Records of Lea County, New Mexico indicate that you are presently
vested with ownership rights in the E'2 NE/4 of said Section 25 in 0.25000 net mineral acres. or
0.3125%, for a N/2 unit participation ot 0.078125%.

The leases owned by you and the associated ownership rights are set forth in greater
detail on Exhibit “A”, attached hereto. A proposed form of Operating Agreement is enclosed for
your consideration.



Yates Petroleum Corporation et al
May 3. 2002
Page Two

Please indicate your desire to participate in the proposed Well by executing this letter 1n
the appropriate space(s) below and returning one original signature page to the undersigned
within thirty (30) days of receipt of this letter with a check for the appropriate percentage of the
costs estimated on the AFE and the executed signature pages to the Operating Agreement. The
failure to respond to this proposal in the allowed time will be treated as an election not to
participate in the Well. and your ownership rights will be recognized as would a non-participating
co-tenant. and appropriate action will be taken with the New Mexico Oil Conservation Division
to consolidate these interests nto the N/2 spacing unit for the Well. As an alternauve. should you
with to farmout or enter into a term assignment of vour leasehold interest we would be happy to
discuss such a trade with you.

If there are any questions. comments or additional information needed. please contact
Lonnie Arnold or the undersigned. Thank you for your consideration ot our proposal.

Yours truly,
TMBR/SHARP DRILLING, INC.

/
De/ mfﬂ’ %ffgn

Land Manager

AGREED AND ACCEPTED THIS DAY OF . 2002,
for participation in the Well for the 0.078125% ownership vested in Yates Petroleum
Corporation, Yates Drilling Company. MYCO Industries, Inc., and Abo Petroleum Corp.

By:
Name:
Title:




EXHIBIT =A™

Attached to that certain Well Proposal Letter Agreement dated May 3, 2002
between TMBR/Sharp Drilling, Inc. and Yates Petroleum Corporation. et al as to
lands located in the N/2 of Section 25-16S-35E, N.M.P.M.. Lea County, New Mexico.

Lease Dated: October 30. 2001

Recorded: Book 1115. Page 603

Lessor: Larry Hunnicutt, Custodian
Lessee: Yates Petroleum Corporation et al

Legal Description: ~ Township 16 South, Range 35 East. N.M.P.M.
Section 25: E2 NE/4




TMBR/ Sharp Drilling, INC,

iAFE Numper = | 23-Apr-02 "
AUTHORIZATION FOR EXPENDITURE | Wall No.t.
se Name ‘State |Counrw?ansh Locaton:
=hin 27 ' New Mexico Lea 11913 FNL & 924 FWL . 820 25 T16S.R3SE
seet | ! COSTTO COMPLETION TOTAL
‘ode | INTANGIBLE DESCRIPTION | CASING POINT COST | WELL COST
{Survevs  Permuts - Bonds : 1200 ! 1.200
2 [Roads Location Damages 0 30000 l 30.000
: {Mob-demob 27000 i 27.000
2 tDnallinz Contract-
S0 Davwork Sadays At $8320 das 100440 25.560 426,000
» 1 Fuootagz
- | Comuieuon Lnit: 13 days At'S 2000 day . i 30.000 30.000
+ |Mud Chemcals i 35000 35.000
y [Water 18000 3.000 21.000
& [Cement Cemenung Services : 20000 26.000 56.000
i |FuelElectneity-Generater-lights 28200 1.800 30,000
12 |Bits 65000 655,000
3 |Reamers: stabilizers 15000 15,000
4 |Service Equipment 2000 5.000 7.000
18 IEqulpm:m rentals 10000 35,000 45.000
16 |Wire line Unuit
7 1Mud Logging PaleorBioessay 18000 18,000
13 {Open Hole Logging 25000 25,000 50,000
19 {Dnll Stem Testing and conng 20000 20,000
20 | Tubular inspectionvTesting 3000 1.500 4.500
21 | Transpertation (land) 3000 2.000 5.000
22 |Equipment inspection/tesung 2500 2,000 4.500
3 |Casing Crews:Tongs 4500 5.000 9.500
24 |Driling Overhead 6500 1,500 8,000
25 |Supervision 2750 5.500 8.250
26 {Cased Hole Logging & Perf 5,500 5.500
27 | Stimulation 100,000 100,000
28 [Production Testing 10,000 10.000
29 |Compleuon Fluids 2,500 2,500
10 |Fishing Tools. Supervisor 5000 5.000
31 |Contract labor 2500 3,000 5.500
12 |Insurance 8756 2,919 11,675
13 |Plug and Abandon 15000 15,000
14 [Conungencyv (7%) 53784 21195 $74,979
JTAL INTANGIBLE ESTIMATED COST $822,130 $323,974 $1,146,104
\NGIBLE DESCRIPTION
3s Conductor
16 | 500" of 13 3/8" 54 § @15.50/FT Surface Casing 7.750 7.750
37 | 5000’ of 9 5/8” 40%# @ 13.00/FT Intermediate Csg ( 65,000 65,000
38 Intermediate Csg {
39 Intermediate Csg :
30 | 12.500" of 7" 268 @ 11.50/FT Production Csg 143,750 143,750
411500 0f4 127 11 608 @ 575 1t Liner 8.625 8,625
42| 13800"of 2 7/8" 6.50% @3.20/FT  Tubing 44,160 44,160
43 Tubing
I Tubing
45 {Welthead Equipment 4,200 9,000 13,200
46 {Float Equipment 4,000 7.000 11,000
47 |Liner Equipment 12,000 12,000
a8 {Pummping Unit/ Base / Engine
49 {Sucker rods, Polished Rods
50 [Producing Equipment, Tank Battery, Flowline 60.000 60,000
51 |Flowiines, Vavles, Fittings/Connections 8.000 8,000
52 |Packers & Other Subsurface Tools 6,500 6.500
53 {Compressor
54 {Miscelaneous Sale Items 5,000 5,000
55 {Contingency (7%) 5,667 21,282 26,949
TAL TANGIBLE ESTIMATED COST $86.617 $325,317 $411,934
TAL AFE ESTIMATED COST $908.747 $649.291 $1,658,038
PROVAL AND ACCEPTANCE IT IS RECOGNIZED THAT AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL
s Petpleum Corp ration 0.054687% Abo Petro eum Corporgtion 0.007813%
A l/ (;/ Date; & #C- 04  Bw: 4{£ Lo /Z Z/ﬁzz;:/) //-\ Date: ¢ T cz2
s OIrilli mpan\ 0.007813% ° Industries, Inp., // 0.007813%
g\%/’ ‘ ,1/"""“ Date:és - ¢l BV‘% //5 / Date: & £ - &2
7 ;

(<]




EXHIBIT “A”
Attached to and made a part of that certain Model Form Recording Suppiement to
Operating Agreement and Financing Statement dated effective April 20, 2002, by
TMBR/Sharp Driiling, Inc.. Operator.

Lands subject to this Agreement:

Township 16 South. Range 35 East. N.MPAL
Section 23: The North Half 1N 2). containing 320 acres. more or less

Lea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

TMBR/Sharp Drilling. Inc. 98.51362%
Chesapeake Energy Corp. 0.70312%
Yates Petroleum Corporation 0.54687°%%
Yates Drilling Company 0.07813%
MYCO Industries. Inc. 0.07813%
Abo Petroleum Corp. 0.07813%
Total: 100.00000%

Addresses of the parties to this Agreement:

TMBR/Sharp Drilling. Inc.
Attn: Jeffrey D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970

Chesapeake Energy Corp.
P. O. Box 18496
Oklahoma City. Oklahoma 73154-0496

Yates Petroleum Corporation
Yates Drilling Company

MYCO Industries, Inc.

Abo Petroleum Corp.

105 South 4™ Street

Artesia. New Mexico 88210-2122



Blue Fin "25" No. 1

STATE OF TEXAS N
COUNTY OF MIDLAND N

. This insrument was acknowiedged before me on the 20" day of Apni. 2002 by jeffrev D.
Phillips. President of TMBR/Sharp Drilling. Inc.. 2 Texas corporation. on behalf of said corporanon.

Notary Public, State or
Printed Name:
Commussion Expires:

STATE OF NEW MEXICO §
§
COUNTY OF EDDY §

The foregoing instrument was acknowledged before me this 20™ day of June , 2002 by
PEYTON YATES, Attormey-in-Fact for YATES PETROLEUM CORPORATION and YATES DRILLING
COMPANY, by JOHN A. YATES, JR., Attomey-in-Fact for ABO PETROLEUM CORPORATION and
by FRANK YATES, JR., Attorney-in-Fact for Myco INDUSTRIES, INC., all New Mexico
corporations, on behalf of said corporations.

-~

My commission expires: R R
1-§-2004 Notary Public, State of New Mexico
Barbara Nelson




AAPL ~TORM 610RS - 1989

¥ Dther provisions
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N WITNESS WHEREOF . this agreement shaii be ettective as of the _20th  Jus of Apri
o 2002
ATTEST OR WITNESS: OPERATOR
TMBR Sharp Drililing, lac.
3y
Type or Print Name
Title Jdeffery D. Phillips, President
Date:
Address. P O Box 10970, Midland. Texas 79702-7970
ATTEST OR WITNESS: NON-OPERATORS

Yates Petroleum Corporation

- )
//‘//’ foglon tlale -

\T\pe or an Name

Title ZL N ¢
Date ) :
Address |, » S - N

ATTEST OR WITNESS:
Yates Drifling Company

By %’7' //4 f« Lo oty

T g or Print Name

Tide! Atto i, 1 T
Date: o L2

e s . .
Address: , [ S cuth - VeteSea, ap Lo

ATTEST OR WITNESS:

MYCO Industries, in¢.

By: 'ﬁ?{ C/lb‘j/ foaikh Ut e
' 7

Type or Print’f‘ém:
Title: _ bbbt
Date: __.
Address: [ v Y eonth i biesie 4 KN

ATTEST OR WITNESS:
Abho Petroteum Corp.

I gE]

7 Typeorfﬁn(_Nn;c Vv”""‘/‘;/“r‘ o
e Cfoaf 7
A=

Title:
Date: A i _
Address: 23 Sewth A AT ey 'U\ Y

Nvoo oo e

N
£
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<28l EDTUSENIAN S, SUCCeSSOIS ANd ds3igns

FORM 610 - MODEL FORM OPERATING AGREEMENT - 1682

ARTICLE XV
MISCELLANEOLS

dhie agreement snaii be oimding gpen and shatl inure 1o the denerit 3f the partes nereto dnc 10 1CIT TENPeCtveg NRIFs, Juy 1Secs.

“his instrument may be execuled tn any numoer ol sounterpans. cash of which shall e consicered an onginal tor all pumposes

N WITNESS WHEREQOF . this agreement shall be erfective as of’ 20th Jay af April vear) 2002
o5 Y. SIPrRe | CUIIRIR S 34 o S FAR H mm
Prepareg-ar 0 +F £ Hhat
P 43 A TY Y 2 ted—belay - TEEYCURT-Y \anl E Bk el M.__L.JrJ;_.:m A g
pubhshed-rh-geshetiet B oERSAS A~ h—to— CRARCes—AHeFaHHORS VWY ~otherHhan-Hhose Hrrreles
l“ beae data4h 5;1"“

OPERATOR

TMBR/SHARP DRILLING, INC.

Y ATES PETROLEUM CORPORATION

A

Jeffrey D. Phillips, President

NON-OPERATORS

YATES DRILLING COMPANY

By: \g/’?/ ' //2/(‘7/’

2
N

Prmud.élmn / - s
Printed~Frtle: e . -

MYCO INDUSTRIES. INC.

-(;,////7

Printed \“{(—\ [N
’

Printed Title:  *% -

ABO PETROLEUM CORP

I A

Printed Name: -
Printed Title: - >,

CHESAPEAKE ENERGY CORP.

Pnnuw'\nme . , 3
Pridted Title:

“Lw.\«~.‘ro

‘ru![

By:

Printed Name:
Printed Title:

Printed Name:
Printed Title:

-15-



Blue Fin "25" No. 1

STATE CF TEXAS
COUNTY OF MIDLAND

N
~
Al

- This insrument was acknowledged before me on the 20 day ot Apni. 2002 by Jeffrev D.
Phillips. Fresident of TMBR/Sharp Drilling. inc.. a Texas corporation. ou behalf of said carporation.

Notary Public, State of
Printed Name:
Commussion Expires:

STATE OF NEW MEXICO

§
§
COUNTY OF EDDY §

The foregoing instrument was acknowledged before me this 20" day of June , 2002 by
PEYTON YATES, Attorney-in-Fact for YATES PETROLEUM CORPORATION and YATES DRILLING
COMPANY, by JOHN A. YATES, JR., Attorney-in-Fact for ABO PETROLEUM CORPORATION and
by FRANK YATES, JR., Attorney-in-Fact for MYCO INDUSTRIES, INC., all New Mexico
corporations, on behalf of said corporations.

r“‘
My commission expires: Je ot /

Py S S e
1-8-2004 Notary Public, State of New Mexico
Barbara Nelson




EXHIBIT A
Attached to and made a part of that certain Model Form Recording Supplement to
Operating Agreement and Financing Statement dated effective April 20, 2002, by
TMBR/Sharp Drilling, Inc.. Operator.

Lands subject to this Agreement:

Township 16 South. Range 35 East. N.MP.M.
Section 23: The North Haltf (N 2. containing 320 acres. more ot less

Lea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

TMBR- Sharp Drilling. Inc. 98.51562%
Chesapeake Energy Corp. 0.70312%
Yates Petroleum Corporation 0.54687%
Yates Drilling Company 0.07813%
MYCO Industries. Inc. 0.07813%
Abo Petroleum Corp. 0.07813%
Total: 100.00000%

Addresses of the parties to this Agreement:

TMBR/Sharp Dritling. Inc.
Atn: Jeffrey D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970

Chesapeake Energy Corp.
P. O. Box 18496
Oklahoma City. Oklahoma 73154-0496

Yates Petroleun Corporation
Yates Drilling Company

MYCO Industries. Inc.

Abo Petroleum Corp.

105 South 4™ Street

Artesia. New Mexico 88210-2122
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BRANEX RESOURCES, INC.
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May 6. 2002

Dennis J. Hopkins. CPL
Land Manager
TMBR/Sharp

Drawer 10970

Midland, Texas 79702-7970

Re: Your AFE. JOA and Well Proposal dated May 3. 2002 and covering your "Blue Fin
25 No. | Well™ to be located 1913° FNL & 924" FWL. Section 25. T168-R35E. NMPM
Lea County, New Mexico

Gentlemen:

The above items constitute the third well proposal that we have received or been
notified about in Section 25, T16S-R35E, NMPM and it appears that the NMOCD stiil
has to rule on certain items. 1 prefer to wait and see what final determinations that the
NMOCD makes before I make a decision as to what we will do. As you are probably
aware under NMOCD regulations. we have thirty (30) days after we receive a copy of the
approved compulsory pooling order in order to either (a) participate with our interest in
and to the subject well; or (b) simply be bound by the terms of the order. I do not desire
to be uncooperative with TMBR/Sharp but [ do think I am being prudent in awaiting the
final orders of the NMOCD prior to my making a decision in this matter. Thank you.

Sincerely,

F. Andrew Grooms, President
Branex Resources, Inc.

cc. Jim Bruce



il BR/ Siar

May 3. 2002

CERTIFIED MAIL/RRR

Branex Resources. Inc.
P. O. Box 2328
Roswell. New Mexico 88202-2328

Re:  Well Proposal — Blue Fin 25" No. | (the "Well™)
1913 Feet FNL. 924 Feet FWL.
Section 25. T-16-S, R-33-E. N.M.P. M.
Lea County. New Mexico

Proposed Total Depth ~ 13,200 teet subsurface or to a depth
sufficient to test the Mississippian Formation, whichever 1s
the lesser depth.

Dear Mineral Owner:

TMBR/Sharp Drilling, Inc. ("TMBR") proposes the dnlling of the Well at the
indicated location to an approximate depth ot 13.200° subsurtace. or to a depth sufficient
to test the Mississippian Formation. whichever is the lesser depth. Site preparation and
drilling operations will be commenced in the next few davs. An Authonty for
Expenditure (“AFE") is enclosed detailing estimated anticipated expenditures for the
dnlling, testing, casing, competing, stimulation.and equipping of the Well.

The Real Estate Records of Lea County, New Mexico indicate that you are
presently vested with ownership rights in the W/2 NE/4 of said Section 25 in 2.2500 net
mineral acres, or 2.8125%. for a N/2 unit participation of 0.7031%.

A proposed form of our Operating Agreement 1s enclosed for your review and
consideration.

Please indicate your desire to participate in the proposed Well by executing this
letter in the appropriate space(s) below and returning one original signature page to the
undersigned within thirty (30) davs of receipt of this letter with a check for the
appropriate percentage of the costs estimated on the AFE and the executed signature
pages to the Operating Agreement



Branex Resources. Inc.
May 3, 2002
Page Two

The failure to respond to this proposal in the allowed time will be treated as an
election not to participate in the Well. and your ownership rights will be recognized as
would a non-participating co-tenant. and appropriate action will be taken with the New
Mexico Oil Conservation Division to consolidate these interests into the N/2 spacing unit
for the Well. As an alternative. should vou with to enter into an oil and gas covering your
mineral interest we would be happy to discuss such a transaction with you.

If there are any questions. comments or additional information needed. please
contact Lonnie Amold or the undersigned. Thank you for vour consideration of our
proposal.

Yours truly,
SHARP DRILLING. INC.

De 1sJ kms CPL
Land Managc r

AGREED AND ACCEPTED THIS DAY OF . 2002,
for participation in the Well for the 0.8928% ownership vested in Branex Resources.
Inc.

By:
Name:
Title:
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( V!BR/ Sha’,}

May 3. 2002
CERTIFIED MAIL/RRR

Robert M. Edsel
3111 Welborn. No. 1604
Dallas, Texas 75219-5023

Re:  Well Proposal — Blue Fin “257 No. 1 (the “Well™
1913 Feet FNL. 924 Feet FWL.
Section 23, T-16-S. R-35-E. N.M.P. M.
Lea County, New Mexico

Proposed Total Depth - 13,200 teet subsurrace or to a depth
sufficient to test the Mississippian Formation. whichever 1s
the lesser depth.

Dear Mineral Owner:

TMBR Sharp Drilling, Inc. ("“TMBR") proposes the drilling of the Well at the
indicated location to an approximate depth of 13.200° subsurface. or to a depth sufficient
to test the Mississippian Formation. whichever is the lesser depth. Site preparation and
dnlling operanons will be commenced in the next few davs. An Authority for
Expenditure ("AFE™) 1s enclosed detailing estimated anticipated expenditures for the
dnlling, testing. casing, competing, stimulation and equipping of the Well.

The Real Estate Records ot Lea County, New Mexico indicate that vou are
presently vested with ownership rights in the NW/4 NE/4 of said Section 25 in 0.5000 net
mineral acres. or 1.2500%. for a N/2 unit participation of 0.1562%.

A proposed form of our Operating Agreement is enclosed for your review and
consideration.

Please indicate your desire to participate in the proposed Well by executing this
letter in the appropriate space(s) below and returning one original signature page to the
undersigned within thirty (30) days of receipt of this letter with a check for the
appropriate percentage of the costs estimated on the AFE and the executed signature
pages to the Operating Agreement



Robert M. Edsel
May 3, 2002
Page Two

The failure to respond to this proposal in the allowed time will be treated as an
election not to participate in the Well, and your ownership rights will be recognized as
would a non-participating co-tenant. and appropriate action will be taken with the New
Mexico Oil Conservation Division to consolidate these interests into the N/2 spacing unit
for the Well. As an alternative. should vou with to enter into an o1l and gas covering your
mineral interest we would be happy to discuss such a transaction with you.

If there are any questions. comments or additional information needed. please
contact Lonnie Amold or the undersigned. Thank you for vour consideration of our
proposal.

Yours truly,

TMBR/SHARP DRILLING, INC.

i/ -
/Wy
. Hopkins, CPL
Land Manager

AGREED AND ACCEPTED THIS " DAY OF , 2002,
for participation in the Well for the 0.8928% ownership vested in Robert M. Edsel.

By:
Name:
Title:
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=
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EXHIBIT “~A”

Attached to and made a part of that certain Joint Operating Agreement dated
effective April 20, 2002. by TMBR/Sharp Drilling, Inc., Operator.

Al

Lands subject to this Agreement:

Township 16 South. Range 35 East. N.MP.M.
Section 23: The North Halt (N/2). containing 320 acres. more or less

Lea County. New Mexico
Restrictions as to depth:
None

Parties subject to this Agreement and their respective percentages of
interest:

TMBR/Sharp Drilling. Inc. 99.29688%
Branex Resources. Inc. 0.70312%
Total: 100.00000%

Addresses of the parties to this Agreement:

TMBR/Sharp Drilling. Inc.
Attn: Jeffrey D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970
Telephone: (915) 699-5050
Facsimile: (916) 699-35085

Branex Resources. Inc.

P. O. Box 2328

Roswell. New Mexico 88202
Telephone:

Facsimile:
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IN WITNESS WHEREOF this agreement shall be erfecinve as of the __20th _ day of _ April ~
ar 2002
ATTEST ORWITNESS: OPERATOR

TMBR Sharp Drillling, Inc.

By

Type or Print Name
Tule Jeffery D. Phillips, President
Date:

Address: PO Box 10970, Midland. Tevas 79702-7970

ATTEST OR WITNESS: NON-OPERATORS

Brapex Resources, Inc.

By

Type or Print Name
Title-

Date
Address

ATTEST OR WITNESS:

By:

Ty pe or Print Name
Title:
Date
Address

ATTEST OR WITNESS:

By

Type or Print Name
Tule

Date

Address

ATTEST OR WITNESS:

By

Type or Print Name
Title

Date:

Address




EXHIBIT »A”
Attached to and made a part of that certain Model Form Recording Supplement to
Operating Agreement and Financing Statement dated effective April 20, 2002, by
TMBR/Sharp Drilling, Inc., Operator.

Lands subject to this Agreement:

Township 16 South. Range 35 East. N.M.P.M.
Section 25: The North Halt (N/2). containing 320 acres. more or less

[.ea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

TMBR/Sharp Drilling. Inc. 99.29688%%
Branex Resources. Inc. 0.70312%
Total: 100.00000%

Addresses of the parties to this Agreement:

TMBR/Sharp Drilling. Inc.
Attn: Jeffrev D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970

Branex Resources. Inc.
P. 0. Box 2328
Roswell. New Mexico 88202
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EXHIBIT A
Attached to and made a part of that certain Joint Operating Agreement dated
effective April 20, 2002, by TMBR/Sharp Drilling, Inc., Operator.
AL Lands subject to this Agreement:

Township 16 South. Range 33 East. N.M.P.M.
Section 23: The North Half (N°2). containing 320 acres. more or less

Lea County. New Mexico

B. Restrictions as to depth:
None
C. Parties subject to this Agreement and their respective percentages of
interest:
TMBR/Sharp Drilling, Inc. 99.84373%
Robert M. Edsel 0..156235%
Total: 100.00000%
D. Addresses of the parties to this Agreement:

TMBR:Sharp Drilling. Inc.
Attn: Jetfrey D. Phillips

P. O. Box 10970

Midland. Texas 79702-7970
Telephone: (915) 699-5050
Facsimile: (916) 699-3085

Robert M. Edsel

3111 Welborn. No. 1604
Dallas. Texas 753219
Telephone:

Facsimile:
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IN WITNESS WHEREOE. this agreement shall be eftective as of the __20th _ day of

L 2002

ATTEST OR WITNESS:

April .

OPERATOR

TMBR Sharp Drililing, Inc,

By

ATTEST OR WITNESS:

ATTEST OR WITNESS:

Type or Print Name
Title Jeffery D, Phillips, President
Date
Address P O Box 10970, Midland. Texas 79702-7970

NON-OPERATORS

By -

Type or Print Name
Title:-Robert M. Edsel
Date
Address

By

Type or Print Name
Title

Date

ATTEST OR WITNESS:

Address

By

Type or Print Name
Thle:
Date:

ATTEST OR WITNESS:

Address

8y

Type or Print Name
Title
Date:

Address




EXHIBIT =A™
Attached to and made a part of that certain Model Form Recording Supplement to
Operating Agreement and Financing Statement dated effective April 20, 2002, by
TMBR/Sharp Drilling, Inc., Operator.

Lands subject to this Agreement:

Township 16 South. Range 335 East. N.M.P.M.
Section 23: The North Halt (N/2). containing 320 acres. more or less

Lea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

TMBR Sharp Drilling. Inc. 99.84373%
Robert M. Edsel 0.15625%
Total: 100.00000%

Addresses of the parties to this Agreement:

TMBR/Sharp Drilling. Inc.
Attn: Jeftrev D. Phillips

P. 0. Box 10970

Midland. Texas 79702-7970

Robert M. Edsel
3111 Welbomn. No. 1604
Dallas. Texas 75219
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Mav 3. 2002

CERTIFIED MAIL/RRR

Harle, Inc.
P. O. Box 2608
Roswell, New Mexico 88202-20608

Re: Well Proposal - Blue Fin =257 No. 1 (the "Well")
1913 Feet FNL. 924 Feet FWL.
Section 25, T-16-S. R-33-E. N.M.P. M.,
Lea County, New Mexico

Proposed Total Depth — 13.200 feet subsurtace or to a depth
sufficient to test the Mississippian Formation, whichever 1s
the lesser depth.

Dear Mineral Owner:

TMBR/Sharp Drilling, Inc. ("TMBR”) proposes the drilling of the Well at the
indicated location to an approximate depth of 13.200° subsurface. or to a depth sutficient
to test the Mississippian Formation. whichever 1s the lesser depth. Site preparation and
drilling operations will be commenced in the next few davs. An Authority for
Expenditure ("AFE™ 1s enclosed detailing estimated anticipated expenditures for the

RPRE]

drilling, testing, casing, competing. stimuliation and equipping or the \eii

The Real Estate Records of Lea County, New Mexico indicate that you are
presentlv vested with awnership rights in the E/2 NE/4 of said Section 25 1 0.2500 net
mineral acres. or 0.3125%, tor a N 2 unit participation of 0.0781%.

A proposed form of our Operating Agreement 1s enclosed for your review and
consideration.

Please indicate your desire 1o partcipate in the proposed Well by executing this
letter in the appropriate space(s) below and returning one original signature page to the
undersigned within thirty (30) davs of receipt of this letter with a check for the
appropriate percentage of the costs estimated on the AFE and the executed signature
pages to the Operating Agreement



Harle, Inc.
May 3, 2002
Page Two

The failure to respond to this proposal in tie aliowed tinie will be treated as an
election not to participate in the Well, and your ownership rights will be recognized as
would a non-participating co-tenant, and appropriate action will be taken with the New
Mexico Oil Conservation Division to consolidate these interests into the N/2 spacing unit
for the Well. As an alternative, should you with to enter into an oil and gas covering your
muineral interest we would be happy to discuss such a transaction with you.

If there are any questions, comments or additional information needed. please
contact Lonnie Amold or the undersigned. Thank you for vour consideration of our
proposal.

Yours truly,

TM.&R/SHARP DRILLING, INC.

Denms dpkms CPL
Land Manag°r

y 7

AGREED AND ACCEPTED THIS & DAYOF __. .., 2002,
for participation in the Well for the 0.0281% ownership vested in Harle, Inc.

By: « tieed’ [l
Name: _{ —'[—#'t'—fr ¢ mé > “L/ 1{'} -’\-Z ¢ ) ~7 - A/ d
Title: - /\){ \L/QL N7
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TMBR Sharp Drillling, Inc.
By
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Title Jeffery D. Phijlips, President
Date
Address P O Box 10970. Midland. Texas 79702-7970
ATTEST OR WITNESS:
Harie, Inc.
— . e / o
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Date A g
Address 2 LTl Tl b
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ATTEST OR WITNESS:
By:
Type or Print Name
Tide:
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Address
ATTEST OR WITNESS:
By:
Type or Print Name
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Date:
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By
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Date:
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STATE OF TEXAS N
COUNTY OF MIDLAND N

This instrument was acknowiedged before me on the 20" day of Apni. 2202 by setfrev D
“hillips. President of TNBR/Sharp Drifhing. inc.. 1 Texas corporanon. on behalf of said corporation.

Notary Fubiic. State of
Printed Name:
Commussion Expires:

STATEOF " 237~ 3
COUNTY OF (.25 2 ays §

This instrument was acknowledged before me on the <4 dav of _ . see, 2002 by
D] NN — s s D \
Timen s of e N .a
Moy Nexsc corporation. on behalf ot sard corporation. ,,/‘\

OFFICIAL SEAL \otarv Fﬁhc State of ___ A2y 2o
B2y v weows pemd hme, S, X C Swem
) / COMMISSION NO 340390 Commussion Expires:___} NN & e
g’ MY COMMISSION SXPIeER MOy 12 3704 T
SRR Qe ST L
STATE CF >‘ N
COUNTY OF N
This instrument was acknowledged before me on the day of’ . 2002 by
of
corporation. on behalf of said corporation.
Notary Public. State of’
Printed Name:
Comirmission Expires:
STATE OF §
COUNTY OF N
This instrument was acknowledged before me on the day of . 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF §
COUNTY OF §

This instrument was acknowledged before me on the dav of 2002 by

Notary Public, State of
Printed Name:
Commission Expires:
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OPERATOR

TMBR/SHARP DRILLING. INC.

Jeffrey D. Phitlips. President

NON-OPERATORS

HARLE. )'Q‘

/ : "
Mzua//f /M

Printed Name:
Printed Titie:

Printed Name: Dﬂ ool S, /L/cﬂ e (€
Printed Title:
/'>/~¢S ¢ clew T

Byv:

Printed Name:
Printed Title:

Printed Name:
Printed Title:

By:

Printed Name:
Printed Titte:

Printed Name:
Printed Yitie:
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STATE OF TEXAS
COUNTY OF MIDLAND N

This instrument was acknowiedged before me on the 20 day or Apni. 2002 by jerfrev D.
Phitlips. President of TMBR/Sharp Drilling. inc.. a Texas corporanon. on behalt of said corporauon.

“Notary Public. State ot
Printed Name:
Commussion Expires:

STATEQF (eqn 3
COUNTY QF .. = X :w‘u;>§

~AAL
_ This instrument was acknowledged before me on the __ - dayotf " a4 2002 by
Noe Ty e o - ,
T D of Heosve Ao -a
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TMBR/ Sharp Drilling, INC.

AFE Number =1 23-Apr-02
AUTHORIZATION FOR EXPENDITURE Well No.i.
Name State Counry. Pansh Locauon:
in 23 New Mevico lea 1913 NL & 924 FWL .S, 250 T16S. R 15E
- COST TO COMPLETION TOTAL
te INTANGIBLE DESCRIPTION CASING POINT COST WELL COST
. {Surveys Permuts + Bonds 1200 1.200
1 {Roads Lucation:Damages 30000 30.000 !
* {Mob demoo 27000 27.000 :
4 {Dridling Lontract- i
Duvwork:3tdavs ACS8520 day 100440 25.560 426.000
o | Fuotaye
= | Completon it 15 days AtS 2000 day 30.000 30.000
< [Mud Chemicals 35000 35.000 !
9 |Water 18000 2000 21.000
iy |CementCemenung Services 20000 36.000 56.000
11 {Fuel-Electnciy-Generator- lights 28200 1,800 30.000 .
12 {Buts 65000 65.000 I
13 |Reamers: stabilizers 15000 15.000 |
13 |Service Equipment 2000 5.000 7.000 |
1s {Equipment rentals 10000 35.000 45,000 |
16 |Wire ine Uit
17 |Mud Logging Paleo: Bioassay 18000 18.000
13 |Open Hole Logging 25000 25.000 50.000 !
19 |Drill Stem Testing and conng 20000 20,000 i
20 { Tubular {nspecuon/Testing 3000 1.500 4.500 !
21 | Transportauon (land) 3000 2.000 5,000
22 |Equipment tnspectionvtesung 2500 2,000 4,500
13 {Casing Crews/Tongs 4500 £,000 9.500
23 |Dnthing Overhead 6500 1.500 8.000
25 | Supervision 2750 5.500 8.250
26 |Cased Hole Logging & Perf 5.500 5.500
27 | Stimulauon 100,000 100,000
24 |Production Testing 10,000 10.000
29 |Compleuon Fluids 2,500 2.500
19 |Fishing Tools. Supervisor 5000 5,000
31 |Contract labor 2500 3.000 5.500
32 |lnsurance 8756 2919 11,675
33 {Plug and Abandon 15000 15,000
34 {Contingency (7%) 53784 21195 $74.979
TAL INTANGIBLE ESTIMATED CQOST $822.130 $323.974 $1,146,104
NGIBLE DESCRIPTION
35 Conductor
36 | 500" 0f 13 /8" 54.5 @15.50/FT  Surface Casing 7.750 7.750
37 ] 5000" of 9 5/8 40# @ 13.00/FT  Intermediate Csg 65,000 65,000
iy Intermediate Csg
39 Intermed:ate Csg
40 | 12.500' of 7" 2654 @ 11.50/FT Production Csg 143.750 143,750
411500 04 127 11,6084 S 7SR Liner 8.625 8,625
42| 13800° of 2 78" 6.50# @3.20/FT  Tubing 44,160 44.160
a1 Tubing
4 Tubing
45 |Wellhead Equipment 4,200 9,000 13.200
46 |Float Equipment 4,000 7.000 11,000
47 |Liner Equipment 12,000 12,000
48 |Pumping Unit / Base / Engine
49 {Sucker rods. Polished Rods
50 |Producing Equipment, Tank Battery, Flowline 60,000 60,000
51 |Flowlines. Vavles, Fittings/Connections 8,000 8,000
s2 {Packers & Other Subsurface Tools £.500 6.500
$3 {Compressor
s4 |Miscelaneous Sale Items 5,000 5,000
s [Contingencv (7%) 5,667 21,282 26,949
(AL TANGIBLE ESTIMATED COST $86,617 $325.317 $411,934
TAL AFE ESTIMATED COST $908.747 $549,291 $1,558.038

PROVAL AND ACCEPTANCE
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(T 1S RECOGNIZED THAT AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL
OF THIS AUTHORIZATION SHALL EXTEND T0 THE ACTUAL COSTS INCURRED IN
IN CONDUCTING THE OPERATION SPECIFIED). WHETHER MORE OR LESS THAN THE

HEREIN SET OUT

'A_l Wish to be covered by TMBR/Sharp's blow out wsurance.

I DO NOT Wish to be covered by TMBR/Sharp’s biow out insurance.
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