Ches apeake Lynda F. Townsend, CPL/ESA
. Senior Landman

Natural Gas.
Natural Advantages.

March 9,2005

VIA FACSIMILE (918) 491-4387
& EXPRESS MAIL

Mr. Jim Wakefield

Kaiser Francis Oil Company
P.O. Box 21468

Tulsa, OK 74121-1468

Re: Chesapeake's Proposed KF State 4 #1
S/2 Section 4-218-35E
Lea County, New Mexico

Dear Mr. Wakefield:

Chesapeake Operating, Inc., on behalf of Chesapeake Permian, LP ("Chesapeake"),
hereby proposes to drill the KF State 4 #1 well to an approximate depth of 12,100', or a
depth sufficient to test the Morrow Formation and all other potentially productive
formations encountered in the captioned well.

Please indicate the option of Kaiser Francis Oil Company’s (“Kaiser Francis") choice
below, sign and return this letter by facsimile, if available, to our office at (405) 767-
4251, followed by a hard copy in the mail. If Kaiser Francis elects to participate in the
proposed operation, please also execute and return the enclosed AFE along with a
check in the amount of $537,687.50 (43.750000% W X $1,229,000.00), which
represents Kaiser Francis' share of the AFE dry hole costs. Please also include a Well
Requirement Sheet containing a contact name, facsimile nhumber and e-mail address, if
available, to insure receipt of well information.

As an alternative to the above, Chesapeake would be interested in purchasing Kaiser
Francis’ interest, including any producing well bores, subject to the negotiation of a
mutually agreeable price and terms. ¥ Kaiser Francis is interested in pursuing this
alternative, please so indicate in the space provided below and/or contact the
undersigned. We will immediately forward this information to our Acquisitions and
Divestitures Department for follow up. However, please be advised that entering into
negotiations to sell Kaiser Francis’ interest does not excuse or allow Kaiser Francis {o
delay the required election under this weli proposal.

Chesapeake Energy Corporation
6100 N. Westemn Ave, » Oklahoma City, OK 73118 » P.O. Box 18496 » Oklahoma City, OK 73154-0496
405.879.9414 » fax 405.767.4251 + ltownsend @chkenergy.com
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Mr. Jim Wakefield
March 9, 2005
Page 2 0f 2

Your early attention and response to this proposal will be greatly apprecnated Should
you have any questions, please contact the undersigned.

Sincerely,

Chesapeake Operatl y Inc.

G/ [ frmoEnol

Kaiser Francis Oil Company hereby elects to participate in the KF State 4 #1.

Lynda F. Townsend

Kaiser Francis Qil Company hereby elects not to participate in the KF State 4 #1.
KAISER FRANCIS OIL COMPANY

By:

Name:
Title:
Date:

Kaiser Francis Oil Company is interested in selling its interest in this unit
including any producmg well bores. Please contact me to discuss.

WiPemisnOperated Wells\KFF State 4 #11Certfied Leiters.docOperated VWells\KF State 4 #1_Certified Lettars.doc
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* CHEBAPEAKE OPERATING, INC.

AUTHORIZATION FOR EXP) JRE

Project Arsa: Panmien Now Mexico . County, Btater: Las, New Maxico
Wet N P Slated # Dty ATiioes
Opeattr: Chesspeaks Operatng, Ine. Totni Oepth: 12900
AFES: 1032 Faxaaton: Morron
Sgacing Unt S/2 Becllon 4-218-358 Propecty o 819020
[ WTANGRUE COSTS  WORK DESCRIFTION ORY HOLE PRODUCER
233400 Locatiore Rowds, Location, Pits. $40.000.00 $40,000.00
23401 §12,000.00 $12,000.00
- A Gavenwnontd Flingd $2.600.00
233404 Salumic Conty . 40.00 $000
233403 Recamstion $5,000.00 $5.000.00
233400 Top Drive 0.00 3000
233408 Ding: Pipeline Construclon 0.00 3000 "
¢ BUR $35,000.00 458,000.00 p
23410 riing Cordractor: 313 days @ $12500 per day $383,000.00 $4$3,000.00 2
auit Dhtectonal Servions $5,000.00
293413 Ry MobRZAUGVDemobiization $100,000.00 3100000.00
B Contract Labor $10,000.00 $31
22415 din $84.000.00 $64,00000
318 Bupplics ind ULHes $1,000.00 $11,00000
DU $0.00 $0.00
3447 Cament Surface Cazing $10,00.00 £10.000.00
‘BUD Camont {ntermedints Casitg $18,000,00 $16,000.00
233434 Production Casing $0.00 $26,00000
. . nuB Cement Drtiag Liner $0.00 $0.00
zun Coment Production Liner $0.00 $0.00
23U Shud Logging $1d 000,00 $14.000.00
233410 Dﬂmﬂu Mud, Chem. $76,000.00
23421 Ol inpacion $3,000.00 $5,000.00
BUB Opwa Hola Logging IR0 $ISIN0.0
233427 Frshing $3.00 $0.00
. Dus Oownhols Rerda! Equipment $44.000.00 $7400000 ‘
12U Comghetion Unk §0.00 $60,000.00 . -
BUM ‘odtorating 0.00 $30.000.00
> DU Juting f8.00
205434 00 $150000,00
23437 Surfacs Equipmen: Rentsl £52,000.00 $412,000.00
233438 Geneeah 600.00 .
L8340 Fiowhack Haulolf $0.00 $0.00
BUL es $0.00 $0.00
2343 §41,000.00 $
DU Yochnical Labor $11,000.00 $12,000.00
233438 Direct Labor $43,000.00 $14.90000
233444 Consulants 20.000.00
23T gmnen 49, $10,000.00
233480 P to Abandon $0.00 0.0
— 0 fm
TOVAL  INYANGELESY Tot Intangitfe Coxis $1.46,000.00 $1.227.000.00
cooe TANGIBLECOSTS  WORK DESCRIPTION
230108 Tubuars: Conductor, 30.00 $0.00
. 20100 Burface C; "y A% $14,000.00 $14,000.00
30101 o £8,380" §149,000.00 $149,000.00
230102 Production Casing: s 12,100 $0.00 $1€0,000,00
230108 Producion Liner:
008 Rott Eqnipment $8,000.00 $15,000.00 .
20108 Toeing: AT 2000 $0.00
Loase Equipment: ‘Walhoad Equipment - $19,000,00 §43,000.00
Font Mdlu:-i'm Ut % ? so.: ‘
20118 Ecuipment mm $36,000.00
lon
* 230110 Pioclios Equipment 3090 s0.00 .
HoyCondroitaivs Equiproenk . ta00 $0.00 ke
M 0% Condrgeacy 00 "
' . TOTAL TARGBLES Totsl Tangibie Cocts $184000.00 $496,002.00 .
Totat Costs §1, $2,012.000.00 B
,
B Prepared by OFD . Approved bye CMR
. OVAL: = DATE:
©r ' OPERATORSEAPPROVAL PP | / 8los
NON-OPERATORS APPROVAL: CATE:

maommmnﬁmm&-wmmnaumﬂmdnmmwwmlemarmwmdmww n
exacuiing ihts AFE, Uie particiant agrees (o pay Xa proportionitts shors of aciua) coafs bcumed, neluding egal, curalive,
brokeregs an wolf costs under the tarms of the applicabie joint cpenating agresmant, nmmwwwummmnww
The Qperstor aey contrect with an affiiated extfly (o dril (he woll at prevaliing rates & the ores. Wlmuumdbymw
pmwummwwwwwmmmmmmw- ovitencing Ks own
. smounts accapladio to the Cperior by the date of sput.

CHK 000142




WO/ L1 EVYY Y, 1% FRA 4UD (DT 8401

LANU BLUY 2%

@001

T
§

TRANSMISSION 0K

TX/RX NO
RECIPIENT ADDRESS
DESTINATION ID
ST. TIME

TIME USE

PAGES SENT

RESULT

AEEEFRXXRXXSKARER KL%
T¥ REPORT LT3
F33T 2SI EETITT T3

1828
%£319184914387

03/11 14:13
61'10

3
0K

HEEY

i
Chesapeak

March 9, 2005

VIA FACSIMILE (918) 431-4387

VL3 i 2o
ity

& EXPRESS MAIL

Mr. Jim Wakefield

Kaiser Francis Oil Company
P.0O. Box 21468

Tulsa, OK 74121-1468

Re: Chesapeake's Proposed KF State 4 #1

S8/2 Section 4-218-35E

l.ea County, New Mexico

Dear Mr, Wakefieid:

Lynda . Townsend, CPL/ESA

Senipr Landman

Chesapeake Operating, Inc., on behalf of Chesapeake Permian, LP ("Chesapeake”),
hereby proposes to drill the KF State 4 #1 well ta an approximate depth of 12,100°, or a
depth sufficient to test the Morrow Formation and all other potentially preductive
formations encountered in the captioned well.

Flease indicate the option of Kaiser Francis Oil Company’s (“Kaiser Francis") choice
below, sign and return this letter by facsimile, if available, to our office at (405) 767-
4251, followed by a hard copy in the mail. If Kaiser Francis elects to participate in the
proposed operation, please also execute and return the enclosed AFE along with a
check in the amount of $537,687.50 (43.750000% W! X $1,229,000,00), which
represents Kaiser Francis' share of the AFE dry hole costs. Please also include a Well
Requirement Sheet containing a contact name, facsimile number and e-mail address, if
available, to insure receipt of well information.
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