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October 1, 2002 

VIA CERTIFIED MAIL 7002 0510 0002 3411 6378 

Mr. William Moyers, Esq., Assistant General Counsel 
Department of Transportation and Highways 
State of New Mexico 
P.O. Box 1149 
Santa Fe, NM 87504-1149 

Re: Will Fee "7A" #1 Well 
Section 7, T23S-R28E, NMPM, 
Eddy County, New Mexico 

Dear Mr. Moyers: 

Chesapeake Exploration Limited Partnership, as successor in title toDevon Energy Production 
Company, LP. ("Devon') acting by and through its agent, Chesapeake Operating, Inc. 
("Chesapeake"), hereby proposes the drilling of the Will Fee "7A" # 1 well to an approximate 
depth of 12,550 feet or to a depth sufficient to test the Morrow formation. The surface location 
is a standard location at 725' FNL and 1063' FEL, Section 7, T23S-R28E, NMPM, Eddy County, 
New Mexico. 

Subject to title verification, our records reflect that the Department of Transportation and 
Highways may own the minerals under 2.0775 net mineral acres (0.6524% Gross Working 
Interest) in the unit being the N/2 of said section. We respectfully request that you select one of 
the following options for your interest with respect to this well proposal: 

1. Lease your leasehold for $250.00 per acre delivering an 87.50% net revenue 
interest. 

2. Lease your leasehold for $200.00 per acre delivering an 81.25% net revenue 
interest. 

3. Commit to participate with your interest by paying your proportionate share of actual 
well costs. Our estimated dry hole costs are $1,022,000.00 and estimated completed 
well costs are $1,297,000.00. Our AFE is enclosed for your review. 

Please indicate below the option of your choice, sign and return one (1) copy of this letter to the 
undersigned. If your election is to participate in drilling the proposed well, please sign and return one 
copy ofthe enclosed AFE as well. Your election is due within thirty (30) days from receipt of this 
proposal. You may return a fax copy of your election to the undersigned at (405) 879-9535 followed 
by a hard copy. 

Chesapeake Energy Corporation 
6100 N. Western Ave. • Oklahoma City, OK 73118 • P.O. Box 18496 • Oklahoma City, OK 73154-0496 

405.879.9189 • fax 405.879.9535 • bchatham@chkenergy.com 
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Your early attention and response to this proposal will be greatly appreciated. Should you have any 
questions, please contact me at (405) 879-9189. 

Sincerely, 

Chesapeake Exploration Limited Partnership 

William F. Chatham 

Enclosure 

• Lease your minerals for $250.00 per acre delivering an 87.50% net revenue interest. 

• Lease your minerals for $200.00 per acre delivering an 81.25% net revenue interest. 

• Elect to participate in the drilling of the Will Fee "7-A" #1 well. 

NEW MEXICO DEPARTMENT OF TRANSPORTATION AND HIGHWAYS 

BY: 

DATE: 

S:\Nm-txpb\Wells\Will 1-7\State Proposal.doc 
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ALBERT E. SHERMAN 
BOARD CERTIFIED OIL, GAS A MINERAL LAW 

TEXAS HOARD OF LEGAL SPECIALIZATION 
ALSO LICENSED IN NEW MEXICO 

Writer's Direct #: (915) 685-8573 

Writer's Direct Fax #: (915) 684-3167 

Email: asherman@cbtd.com 

COTTON, B L E D S O E , T I G H E & DAWSON 
A PROFESSIONAL CORPORATION 

ATTORNEYS AT LAW 

500 W. ILLINOIS 

SUITE 300 

MIDLAND, TEXAS 79701-4337 

P.O. BOX 2776 ZIP 79702-2776 

TELEPHONE (915) 684-5782 

FAX 1915) 682-3672 

WEB www.cbtd.com 

14)5 LOUISIANA 

SUITE 2I0O 

HOUSTON, TEXAS 77002-7351 

TELEPHONE (713) 759-9281 

FAX (713| 759-0458 

July 20, 2001 

Mr. William Moyers 
General Counsel's Office 
New Mexico State Highway & Transportation Department 
P. O. Box 1149 
Santa Fe, New Mexico 87504-1149 

Re: Condemnation Suit 

Dear Mr. Moyers i 

I am writing you this letter to supplement our prior telephone conversations. This firm 
represents Devon Energy Corporation. I previously rendered an original drilling title opinion 
covering the N/2 of Section 7, Township 23 South, Range 28 East, N.M.P.M., Eddy County, 
New Mexico for Devon. In connection with such opinion I examined that certain Judgment 
rendered in Cause No, 24439 on January 5, 1968 in the District Court of the Fifth Judicial 
District, Eddy County, New Mexico, in that certain suit styled State of New Mexico, ex rei State 
Highway Commission of New Mexico v. Martin Villa, et al, Defendants. A certified copy of the 
Judgment is recorded in Volume 58, Page 923 of the Miscellaneous Records of Eddy County, New 
Mexico. I am enclosing a copy of the original petition and the judgment rendered in said suit for 
your convenience. Pursuant to said judgment, the State of New Mexico was awarded title to the 
lands described in the judgment. The original petition filed in said suit appears to indicate that the 
condemnation action would not cover oil, gas and other minerals. However, the judgment itself 
did not except oil, gas and other minerals but instead adjudged the State of New Mexico to be the 
owner in fee simple of the property described therein. At the time of the judgment, Martin Villa, 
et ux Cruz H. Villa, only owned a 1/4 mineral interest in said land. However, said judgment 
purported to vest fee simple title in the lands described therein in the State of New Mexico. It 
does not appear that the owners of the other 3/4 mineral interest in said land received notice of 
said suit, other than notice by publication. 

RECEIVED 

Mid: ASHERMAN\0O8641\0O00O3V294678.1 J U L 2 3 2 0 0 1 
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We believe that it is most likely that it was not intended for the judgment to include oil, 
gas and other minerals in and under the land condemned. We assume that the New Mexico State 
Highway Commission only intended to condemn the surface of such land. 

We believe that the easiest way to fix this "title defect" is for the New Mexico State 
Highway Commission to execute a deed in favor of the current mineral owners whereby the New 
Mexico State Highway Commission conveys to such parties all of its record interest, i f any, in oil, 
gas and other minerals in and under the lands described in the judgment. If you believe that the 
parties intended for the New Mexico State Highway Commission to own the minerals in the lands 
covered by the judgment, then please advise me the process under which Devon Energy 
Corporation could obtain an oil and gas lease from the New Mexico State Highway Commission. 

We appreciate your assistance in this matter. I will be out of the office the week of July 
23 through 27. I will try to contact you the week of July 30 to discuss this matter. Thanks again 
for your help. 

Very truly yours, 

COTTON, BLEDSOE, TIGHE & DAWSON, P.C. 

Albert E. Sherman 

AES/kk 
Enclosures 
c: Mr. Ken Gray 

Devon Energy Corporation 
20 N. Broadway, Suite 1500 
Oklahoma City, Oklahoma 73102 

Mid: ASHERMAN\008641\000003\294678.1 



w i i - i U M n :»o i-AA wttbSZHllS DEVON ENERGY 63002 
Oct ES Ol 12IQ9B Shaw Interest Inc 315.68513'*-3 p - * 

S H A W I N T E R E S T S , I N C . 
O I L & O A S P R O P E R T I E S 

F.a. a a x s s i a M I D L A N D , T C X A S 7 5 7 0 B I « I S » e a i - i i a i 

October 26, 2001 

Mr. William Meyers 
General Counsel's Office 
New Mexico State Highway & TransscrcaJon Dept 
P.O. Box! H9 
Scma Fc, NM 87504-] 149 

Rc: Oil aad Gas Lease or Quit Claim 
N/2 of Section 7, T23S - R28E 
Eddy County, NM 

Deav Mi'- Moyers: 

.On July 20, 2001, Mr. Albert E. Sherman of Cotton, Biedsce, Ti^he & Damson wroic to you 
regarding a 1 /4 mineral interest under the above described lands which, "by vimie of a condemnation 
sua, is vested iii the S.ate of New Mexico. Since mar cate cur fir.xt has been in the- process arid has 
now satisfied ail pre~dril)ing title issues set forth in Mr. Sherman's Drilling Title Opinion except for 
the issue which he wrote to you abof.t. 

In order that Devon Energy Production Company, L.P. may proceed with the drilling of an 
exploratory well on die N/2 of Section 7 we need to obtain cither a Quit Claim Deed or an Oil and 
Gas Lease from the Sta;c of New Mexico covering these minerals, both of which are transmitted 
herewith. Tlie terras of the Oil and Gas Lease are 5200.00 per n « mineral acre bonus 
considjeratioa.(S335_50), 3 year paid up primary term and a 3/16 royalty. 

When executing either of these documents they will need to be signed in the presence of a Notary 
Public and thereafter returnsd to me al the above ?.dd:-ess. Upon receipt, i f you elect lo least.-, us will 
forward the Slate of New Mexico a check in the amciiiiT of $335.50. 

Your prompt attention to this matter will be greatly appreciated as time is of Ute essence. 

Sincerely, 

SKA. VyiNTE RESTS 

Maner B. Shaw 

cc: Mr. Ken Gray 
Devon '.Snergy Production Company, L.P 
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ir iftcrcHwiy in n'^;^ iHcpfanha" -jrt ,utiloOir.Liiiaflft uni'*;BJiy JxiJaijwiin! rroij- :c aonaiSii; Mfcjrt cr&riw iLt'coaipLu i». ii ' ^cjls Driliiiij: ui^miif .".i on IT ]it<iJu-iic^ fion1 -iuy 
Pilll orirtiySuoll Uii.liiUllimOHaiiJ^;*. fidx uli p^ateS. <XCâ l Ibepaymen; U."-Jvui.y. a? s f ^ A . ' ^ cflprtci«* J^rL OT 5 tic tion iTSIl1 L>L l.inr JjepePUSi.' i« III if k m . T\W: Sli-jilU- iil'JO.li.-u 
.oU* IsiiOiKj'CfJL Lr lUw ta^biE'Liaeiiuaajf JUCIJ nnll liii.L^MiOPOrrtn.fUi: eniaatleii frf Kn)J«i IT)ilian;J 1'(KTI »-cllf In rtic uni:. J^Ltiiniji'iK nwi i.i Jceicv i n.'i j p i f w i . > y tick Li* 
nej DJJ nrapacititt T.III* land sovwwi by this l«9« focJddaC j;:iWunltfc«SN rp; ra Ulki «:rnbc^^surfa«uruhatuaiL Thrpiad.^tbliSe -diocn'nJ -I'lall kt cmviutrwj P i - i u;s jwiitr-w*, i^i'lihl'i-y 
i|if ^lynwfil BV i^.'i-wy al royiihj.ie Lw iht-etnlr: pjotJuetlon otpvoiaO winarjli Ueir. iztpiKbt.tiIij.iil iuml LU>.«M iiwdb* w, iuslvatu .n wiii urii iti SHIIW IO;.MU-I ;<s L'WJJJ'I -ituiiuc^ U« f. 
Kt2 Ĵ ncl uiUtnti WiBi* Ol'lllC Iciwe. AJlypsalfi,'! tiOrt^taijnjl«ll>>-J«cMr,aiprEvi(lciJ titTe.n. jvj>y be emoiv*i bt irtsce rwoi^lp- :., ..parnprinrj frMrL-ni;:ii in ilu- C'uunlj ..^ IJ^U'^ 

«'m:ti.rt si »»j iliris H.iiti \hi eorsplfliian ef a wy hole oi ihecsjs^r.rjnoipttdualQri an sun. uni*. 
f. N* w The wtplmliwi O/IJM;primary lonr. jjnpweTj upnudwd Jupd cai;Ltl= pi prMn'mf, sti S'JL"* JVllaSfK tufi CU.-irrdcnRd cpc. Ib.'QfSlliflg uf rfwa-kiii;; iliiitciwi, iluv ica&. ^.n:; 

ifftuy (tiultin llicptadMlroroi'ciJorftaj, ia larfdlc-BiiJtef IUCI, OC g*S is pro^««cl DJi-mSBib luj.ii i i . siAer i-^crpnii--.-. c.-'lht p-imi'- i u r ; i -Jl**?t v\*mf*i>A U.i.<\ shiilJ bccn.ri,-iiu'iip; >j[., 

opcr.ir'ncirlisraiiJiJerresjA TT ?npsuaIo:i, iliefl ibit k-tw it i i i itinii, in/iitiiweeaaiaflj Hr.r.~i.Ktr oil orgbj iipwiucci fcirtumi^.' 
", !*ifie6 JS'.JK IVVC iFC; CSEBloiU gUS UVl WUVa! ftUfflSai!. t*Oip. **UitT rxff» lo»Ki'i '-B>.sUHiUr' ' iM ,(3f tJ^t;a*i-W h U r . ^ i i d ; - i ' l JllM! rD>'̂ itl*)' »lH)!i L\- W i l W l iOi i r^ l 'Q. ' Ju^ ' / i^ 

f l i i sousrt, l ews Jlrailliuvcliicri.rJiial uny llmt diirJngaraJlj.-.lw u^neJl>iijl«j.t« U;l(rflc^si.:ip;opi^p«ii nxi^raphtetdbylse-itciaf^^iohiid^twlu^ ui d w i i i i ! nupii.; 
»ll Client \vJiew rsquirjdht' IB«JC,1«:;L willluiy M piptt lint-f t»n S I I I V H M hp«4 e*(ff* Q«iwj> plir* flfipSl. aiKl .vs-*eU shall tM UT4J:IJ HI..-.1P iweliuniitel tW litlldl jo t trij (t«it.lr'i-.t i -
iiainnw omnia !«y-rrilhouil#hM'*icor.i*trr. UMaritMlrWei.tap^Jle^.u^riikmileApsJJe er%wi;>£gaj F̂ m anv pu >*sll ansiid t̂ nJ ;,;r ...tHAis.mi . .KHVU^'S ;.ii).c!'r.«cipiil r-u-cS'dij; 
.liariuH, um yTanj'JS'jrT;!̂  gjf IICE sewico loroptnuioill EtCKUTlucr. 

n rhdfijni* n." ti' jj*r!> aefBusiiorftHiy tie^iillfiwaiavr.oit orui^ulDaflrJMjwonijiD: ^.iruo, iMil Kins ^ iJifir i:eiir,««itoi:=. .idf:^::SLiiirs, sutwssc'ft-. .utJ awlgiw; -am nu dun,; -
in list OWivriHip o( (I .- j.jiiJ ar Ji1. Ownilrsliit) oL JM ti^ia ia laeuiva. itryiiKiw ornUw-iP roy^l:i*r !!r«itvir .i;i:iLi_t:(ift:,^<! i-iw'- CTratLc lu CJ- -r^t llu. t)b%nJui'. nr iJiitiliiistj tli.- 'i^rtis i\J'JuiS;;' 
-iU1 (luStjtb Clmr^ 3; ui^ibr i.-dl b; blrtclinr, ujun imwrr bar any p*T»Si "JlJli/ 30 duys "litr itJSbt l!li? JScf. iLfftiMnsi. L'y lertijfiJ mnil i;T.^i:"-< vrincipji. f*biv .n'ijii>"irer> >v lh I tsspUiaL 
<M:nij»eiirj-?.'Cf(ii;iti jv{t,u ihcnef eonylimbtr ih(chM« *i lilts fram ft£ ollijjfltl ictnar. ir any SJ;)1 i.^.'y Is Swiiefs.-.ij; c;c-r» fjwauri: llm i..^i.i(ji'!Jmu*r.r.r, ui* cjiiiud. |wj .n 
ltudc>- any .uysiliies a; il-,ij„ir, isj-H.iftft ir are n*«« aCdierfertJiMC e-f IC SSilC Wit iiillidii. -unr-tOf iir ia.Tji'i!K|TiTcTij-i.:i st,fiii -ii?>« |a/S:. .. is' i'lirdMyrud will- K-Jl'u-Jkwi f i.: 
IcjU.u; a*' la ih* MRLni'f •n; 'l:B' IC JlJBfl iWiW / i f USr^llHlliSl DflJUS IdUAr iA wi iu le*r in purl j ' .u" . , |C L,1« B-N'cli 0' !<-ijeUlJilTlt lll.i;P!. ."vii/e^' Wl-I " j-'iCTtli»rjf< IliSKCt <*r«/«J .5ijJi£aiiiir'« l ) j r jur . i l i r it| ul, 
!f .Mfre nr lis^pftuf : i i m G'njrs rwitoraliiii; irril ct mike tKlicli iii ilw p4*yt*ieRi fli'lii prop>-:cci;e ptiv s:rtfy..irj u? SJiu'-iis ro,Jil!y dire rrorr. SL:3: kviit1 uriwiijjiici tv i"ai) coiii^Jj1 --nH . ^ i ; 
oi llu.- oro-Jijiuial oIUi.i JSM, saclr ricrtul. iliail JIQI attei-i iliiskiw iiifc£i'aris iieartrsii port*..' >MJ.\ lipd.' ^.Vell J: any utjiipht.' iitsn Q.'J^HII r̂O(«-rly somjiiv .w nyt'i) JMCD pi'Mtit:. 

V. SlitJwlu ici.ici Ln; pfcviiaK) Irom comf lying »'itli urif axfnu wimplirtl eoivanaiii ef iiiii \u:,lv, a' s>oc, aiiiflyeiiiijdstlirr.d crre^rUT^liij aj;r:R;:!£jii iFKrvmUr-r. or ii^m t̂/>iii>C'Hf u ; i^' 
IwiducJer i)}- .-uufiji a, .rf^silv1 a- /rtASfiily ID BlllJaoruacequtpmsm Ot muittiel. Of by aper.i:;"a.i ; f .'ores r.iiijaj?e. srby ;inj Fsrfaru! oi" Srek I - * O' ^hf OiMcr. fuiv .frc\-yjbiJu,i ul' ^'erranwitiiil 
uJlharJiy, littrivriijl* ra S(i-vvTlLt<l, IdMo'J curyrtlill be tUSptn&ti, Uni la»uAliaI] jiM6«.3iaila Icr filltTU'c scrrp Lr^;c^;]j iSl'.lwjcafaiii.1 'J; j*uridiJCl*iiil«t UIIJJW fimjiu.-' lessee ijipreifWiuJ 
LJT any flues range fr-Jir. ooiiduciiagdfliliAg artavtulciiB trowuiiiini ur&5rtiproduang ait flr besu^re;; u;c Lr;: ;'.n'.e w.iLa i;̂ ^a( tfsaprev.'MiL. .o--.il' intf li-' ^iinin- :iyalitfis twiW, imyt^j i:i 

HI. Luaarixisby «i,m«(*aiid i[tnici&defi'.uj LlM liUi io iiu'd tawJ itOf i^fBirsflsa: laii« t: ia aplian -mi s'lacl^i-je i.,-iy i»-, nio".i;ui;; ore; icr livrj Upnil SiJj IUJI^, -nil «\ ll.c U-VL-HI It^jt 
uo»s6 i..thji(be -ftiVu^iji"!! ipi^ch Hsn -^Ilhdw rtjjiii ED ftntere* Mini *odte n-islv m/tiltinf *>• ui-i'r. rc^""^ b i e n p - ly i <V:c X iTc 1 nctet losi'jjiii ^.;L'l»jit^i'iinic. WiVftww tiviptiiwunt at * t^->n 
nruij; ihe iWitrtiiiry..' Oirfl î nsti eattn t ISB" i n w in (bawl or gas iri sJf or*r.;' p.'- Hid .'uwi 'li'Ji LUe entire md unt'iviciii r«sijiiplt ,s ('*liciH=i kMtsr'E Iii;iii«<< t. CfvJr. ffpt-c,fij( .irwni; 
UiWAw lujralliOs *fr.Mi-lit tnyaily, aoil al'.Mt pMrMiiU, Hueiy, i.earuiflg TS«TFI ury fui\ j i IsUir.icfi ff.isieaie csvce* Lcpf tha-i ĵ-c-h, lUi î WAsL; *MJ ti; f * l \ j t ill UK jiiypm'.iCrt "ii'.-ic.-.v 
ilicxi,), . ' in j , L>y ttii» lot ; , l̂ tur? ID tlie *liole tun ^rrfiviUsd fac nirsp'ji u»iu^ riiaicio. Slmulc aji* arv ar riom ii'i iht ?17',£* fi;i; ':J ?b*>*c ^ kmiu.'s' u I'.VJCJ"- ilJn L.isi. it rf.iail 
Mwjniieioibn air îr^ ^ptiiiitiKpbr'j oi wrtiGi 4sia4UEi ilie IKBC. 

I I . Uysii^ \\n cr .Tlj auccuwo-i, Atuiana aaiittneaj;. .linL ba«e u:( ; |^ l ; i J: Jme w wrfyrisr ihi^ IS^K, Ir ^oic e,"- -:T. [̂ LM-T K hi- :i.:-.^nuoj^awra. iiiiijin* dnliTii/injiui 
aciiliiin I, oilaiww.lo cc'ioiaaLMltii, Orbf pncliiiiKulttna UMraaref ncosi ii . tlie (otpity \n *itichl*i: l lv i if il.tLS-'M .lic-j^fu • ls;s'*t thai: rn. iut^ved rnKBuHnhti-irim^. L*Awo;«;L-ii .if mijnis... 
rJ ihis t ^ r i r i i i r i .is' ic i e.ttjjc SB Burrwidcred. twi Uiartu^rHiBirtiui-jji royull- jaj t ryi rf.'Lildrr sili-i: rc-"(j-K '.i i^ii prfiSfnifti: ^hj! li.t -J ' -^ i ' ^Avjmd iwi.'Ji 1- rvtliit'tftl Sj Stii? u'iswit i/ 
fili lMf, 

tiwcuirJ ,.n aujiiia ywr Itoesbcva vvririciL 

Sw:&Gif Nsw Mexico 

TA.X !D(r 
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QUIT CL AIM DEED 

STATE OF \EVr MEXICO 

COUNTV OF EDDY 

KNOW ALL MEN' BY THESE PRESENTS: 

That the State ofNsw Mexico, for ar.d in cotSiderstcT. of the s-c-.r. of Ten and Ko/1 Oi: Dollars as 
u m hand paid by Juav, H. V-l_aad Igr.aeiaDeLaRosa Villa, ai joint team's wifeS£ rigtaof survivorship, 
tht receipt of which is hereby acknowledged, docs by these presents BARGAIN. SELL, RELEASE, AND 
FOREVER QUIT CLAIM uate the said Jusn H. Villa and Ignacia DeLaRosa Villa, as join, realists w::h 
f. :. r.sh: of survivorship!, of 2393 Pscos Highway, Carlsbad, NM 88220, their heirs and asiigt*. aj! its 
: ;g:- iii.sa.-d interest ir.andlo the MINERAL ESTATE ONLY ia fee following described tfecis ofianc 
i> itig ir. County of Eddy, Slate of New Mexico, described as follows, to-wir 

A'.! of that portion of the N/2 of Section 7, Township 23 South, Range 28 Last, as described in thai cer_L, 
luduimeut Clad ia Cause No. 24439 in the District Coua of tht Fiftit Juikisl District c: richly County, 
Nsw Mexico styled 5'?,te of New Msxico, ex rei Slate Highway Ccr.miSiioa ofNew Mexko v, Martin 
Vll.a. e* ?.!., ?, certified copy of which is recorded in Volume 58, Pstge 923 ofthe MiscellsB*?ous Records 
ofLdcv Cz-:x:y, Nev.' Mexioo. 

TO HAVE AND TO HOLD THH said premises, together with ali 2nd singular '.nc rights, privileges ar.d 
app uner.iuices thereto Li any manner eeloag^tg -Ko tbe saic Stale of New Mexico, it? heirs and assigns 
forever, 50 that neither the said Slate of New Mexico nor its heirs, nor any person or persons claiming 
_\de: then sha.1, at any time hereafter, have, claim, or demand any righ*. at ' i t i* i " arid 10 tr.4 itbrts&id 
prerr.isei or aprnirter.jiices, or any part thereof. 

Executed this the _ _ _ _ _ day of , 2001, 

State of New Mexico 
by; 

STALL OF NEW MEXICO 

COUNTY OF 

Tbs instrument was acknowledged before me on ths cay cf .200! by 

as or: behalf of the iL'.'.c of New Mcxico 

Notary fufalic. State of New Mexico 
Notary's Printed Nams 
Notary's Cc.rturhssion Expires: 


