CHESAPEAKE OPERATING, INC. LAND DEPARTMENT
P.O.BOX 18496 LYNDA F. TOWNSEND, CPL/ESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN
405/879-9414

405/879-9535 FAX

Itownsend@chesapeake-energy.com

February 22, 2000

VIA CERTIFIED MAIL

Mr. Dale Douglas
203 W. Wall, Suite 1201
Midland, TX 79701

Re: Chesapeake's Proposed Teague 1-22
/ W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Dale:

Chesapeake hereby proposes to drill the captioned well to a total depth of 12,650' to
test the Morrow formation. The well will be drilled at an unorthodox location 2274’ FNL
and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake’s AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. Dale Douglas is the record title owner of the S/2 SW/4 for a
total of 80 net mineral acres of the 320 gross acre unit. Chesapeake offers you the
opportunity to participate in the drilling of the Teague 1-22 with a working interest of
25.0% and a proportionate dry-hole cost of $211,750.

Should you elect to participate, please sign and return the AFE to my attention. A Joint
Operating Agreement will then be forwarded for your signature.

If you have any questions, please give me a call.

\L/erytrulyyours, é W

ynda F. Townsend

EXHIBIT 6



CHESAPEAKE OPERATING, INC.

Project Area: Lovingson
Wel Neme: Teagus 1-22

AFE& 1oou'n

Spacing Unl: W2 Section 22-188-308

~—e—AUTHORIZATION FOR EXPENDITURE.

County, State: Lea, New Maxico
Owte: Fobruary 14 2000

Toal Depti: 12,650
Formation. Lower Missicalppl

CO0E INTANGIBLE COSTS WORK DESCRIPTION DRY HOLE PRODUCER
3400 Location: Roads, Location, Pis $35,000.00 $34,000.00
233401 . $5,000.00
23902 Govemmental Flings $1,000.00 $1,000.00
33403 Tiie Opinions $5,000.00 $5,00000 .
233404 Selsmic Costs $0.00 ‘008"
233408 Reclamation $12,000.00 $12,000.00
233408 Orfing: Top Orive $0.00 .00
233408 Pipeine Construction $0.00 30.00
3410 Orfling Contractor: 36 days @ $0.100/ay £220,000.00 $220,000.00
3411 Services $18,000.00 $18,000.00
233413 Rig Mobiization/Demobiizstion $25,000.00 $25.000.00
23414 Contract Labor $20,000.00 $30,000.00
3418 Bxs $55,000.00 $55.000.00
33418 Supplies snd Utiles $2,000.00 £3,000.00
233426 Cament Conductor $0.00 $0.00
2317 Camant Surface Casing $5,000.00 $5,000.00
233420 Coment intermadiate Casing $15,000.00 $15,000.00
33424 Cament Production Casing $0.00 £25,000.00
233428 Ceoment Oriing Liner $0.00 :0.00
3482 Cement Production Liner $0.00 30.00
e Musd $12,000.00 $12,000.00
DM Oviling Flukis, Mud, Chem. $35,000.00 $35,000.00
241 Drit String lnspection - $3,000.00 $3.000.00
nUn Open Hoie Logging $30,000.00 $30,000.00
247 $0.00 $0.00
233428 Oownhole Rental Equipment $35,000.00 $35,000.00
233430 Complation: Unt $0.00 $25.000.00
13431 Cased Hole Logging/Perforating $0.00 $15,000.00
M) Jetting $0.00 $0.00
2344 Formation Stimulation $0.00 $75,000.00
23437 Generat: Surface Equipment Rentsl $34,000.00 $48,000.00
33438 Transpociation . $3,000.00 $5.000.00
233441 Frac Fluid Hauloff . $0.00 $0.00
233442 Blowout/Emergencies $0.00 $0.00
233443 c Super dng $25,000.00 $30,000.00
233444 Consultants $22,000.00 $22.000.00
233448 Company Overhead $15,000.00 $20,000.00
233447 Iinsurance $85,000.00 $6,000.00
233449 Major Construction Overhaad 30.00 $2,000.00
233450 Plug to Abandon $0.00 $0.00
20% Contngency $128,000.00 $163,000.00
TOTAL INTANGIBLES Total Intangdie Casts $783,000 00 $973,000.00
COOE TANGIBLE COSTS WORK DESCRIPTION
230108 Tubulars: Conducior: $0.00 30.00
230100 Surtace Casing: 475 13w $8,000.00 $8,000.00
230101 Intermediate Casing: 4.300° 958" $58,000,00 $58,000.00
230102 Production Casing: 12,850 s $0.00 $76,000.00
230103 Dnilting Liner: 30.00 $0.00
230109 Production Linar: $0.00 $0.00
230104 Fioat Equipment $2,000.00 $3.,000.00
230108 Tubing: 12,250 218 30.00 $43,000.00
230108 Lease £ v Equi 30.00 $7.000.00
230107 Downhole Equipment $0.00 $5.000.00
230111 Astificial Lift-Pumping Unit $0.90 $0.00
230113 Production Equipment $0.00 $30,000.00
230115 Compreasor/Compression $0 X0 $0.00
230118 Pipeline Equipment 30.00 $0.00
30120 Non-Controdabie Equipment $0.20 $0.00
20% Contingency $13,000.00 $48.000.00
TOTAL TANGIBLES Total Tangitie Costs $79.000.20 $274,000.00
Total Costs $847,000.90 $1,252,000.00
Prepared by DWA Approved by: ,ZZ:Z:
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OPERATOR'S APSRCVAL. 0ATE

OPERATOR'S APPROVAL

ions/Gealogy

211/ P

DATE

NCN-OPERATCR'S APPRC vAL

 ——CinaKecount 5

OATE

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



Area Code: 915

Suke 400 i T0TO) Davip H. ARRINGTON OLL & Gas, INc. prrea Code: 916
P.0. Box 2074 Fac 8824130

Midiand, Texas 79702

February 25, 2000

VIA FACSIMILE 405-879-9535 AND MAIL

Chesapeake Operating, Inc.

Attn: Ms. Lynda Townsend

PO Box 18496

Oklahoma City, Oklahoma 73154

Re:  Proposal to drill the Teague 1-22 Well
W/2 of Section 22, T16S, R36E
Lea County, NM

Dear Lynda:

I received your proposal to drill the captioned well as outlined in your letter to me of February 22, 2000.
As I mentioned to you on the phone on Thursday, I have assigned all of my working interest in the lease
covering the S/2SW/4 of Section 22 to David H. Arrington Oil & Gas, Inc. David H. Arrington Oil & Gas,
Inc. subsequently assigned the leasehold estate to David H. Arrington, individually, Ocean Energy
Resources, Inc. and Steve L. Holifield, Sr. This assignment of interest was mailed for recording in Lea
County on February 7, 2000, and should be of record there. I have not yet received the recorded copy
back. I have enclosed herewith a photocopy of the unrecorded assignment for your records, which includes
the mailing addresses for the assignees.

Although I will forward a copy of your well proposal to these parties, I would suggest that you contact
them direct.

Should there be any questions or comments regarding this matter, please advise.

Yours very truly,

DS§ DO%PL l

/dd

Enclosure



PARTIAL ASSIGNMENT OF OIL AND GAS LEASE

STATE OF NEW MEXICO S
$ KNOW ALL MEN BY THESE PRESENTS:
S

COUNTY OF LEA

THAT, David H. Arrington Oil & Gas, Inc., whose mailing address is PO Box 2071, Midland,
Texas 79702 (hereinafier referred to as “ASSIGNOR?), for and in consideration of the sum of Ten Dollars
($10.00), cash in hand paid, and other good and valuable consideration, the receipt and sufficiency of
which are hereby acknowledged, has transferred and assigned and by these presents does hereby grant,
transfer, assign and convey unto Ocean Energy Resources, Inc. (an undivided 50.0%) whose mailing
address is 1001 Fannin, Suite 1600, Houston, Texas 77002, David H. Arrington, a married man, (an
undivided 37.5%) whose mailing address is PO Box 2071, Midland, Texas 79702, and Steve L. Holifield,
Sr., a married man, (an undivided 12.5%) whose mailing address is PO Box 60910, Midland, Texas
79711, their successors and assigns (hereinafter referred to as “ASSIGNEE” whether one or more), with
warranty of title by, through and under ASSIGNOR only, but not otherwise, that percentage set forth next
to their respective names, of all ASSIGNOR’s interest in and to the Oil, Gas and Mineral Leases
(hereinafter referred to as “Subject Leases™ whether one or more) covering the lands described thereon
(hereinafter referred to as “Subject Lands™) set forth on Exhibit “A” attached hereto and made a part hereof

for all purposes.

ASSIGNOR excepts and reserves unto himself from this assignment, an overriding royalty interest
equal to the difference between all existing leasehold burdens as of the effective date of this assignment and
22% of 8/8ths of all oil and gas produced, saved and marketed from the Subject Leases. The overriding
royalty interest herein retained shall be free and clear of all costs of development and operation, but said
interest shall bear and pay its portion of gross production taxes, severance taxes, pipeline taxes and all other
taxes assessed against said overriding royalty interest, and said overriding royalty interest shall be subject
to its proportionate part of all transportation charges and other charges reasonably incurred to render
marketable such production. If the Subject Leases covers less than the entire mineral estate in the Subject
Lands or in lands included in a spacing unit therewith, or if ASSIGNOR owns less than the entire leaschold
estate created by the Subject Leases, and the Subject Lands covered thereby, then the overriding royalty
interest herein retained shall be proportionately reduced.

This assignment shall not imply or require any leaschold preservation, drilling or development
obligation on the part of ASSIGNEE. Its is agreed however that the overriding royalty interest herein
retained shall be applicable to any renewal, extension or new lease taken, acquired, or caused to be
acquired by ASSIGNEE within a period of twelve (12) months from the termination of the Subject Leases
as to the Subject Lands and minerals covered and affected by said renewal, extension or new lease.

As 10 the interest being assigned to David H. Amington herein, this assignment is granted and
accepted pursuant to the terms and conditions of (i) that certain Exploration Agreement (Roberts Project)
dated effective November 1, 1998 by and between David H. Arrington Oil & Gas, Inc. and Steve L.
Holifield, (ii) that certain Exploration Agreement (Roberts Project) dated effective November 1, 1998 by
and between David H. Arrington Oil & Gas, Inc. and Ocean Energy Resources, Inc.

As 1o the interest being assigned to Steve L. Holifield, Sr. herein, this assignment is granted and
accepted pursuant to the terms and conditions of that certain Exploration Agreement (Roberts Project)
dated effective November 1, 1998 by and between David H. Amington QOil & Gas, Inc. and Steve L.
Holifield.

This assignment shall be binding upon each of the parties hereto, their respective heirs,
administrators, executors, devisees, trustees, personal representatives, successors, and assigns.

IN WITNESS WHEREOQF, this instrument is executed as of the date set forth in the
acknowledgment below, but EFFECTIVE for all purposes as of December 3, 2000.

ASSIGNOR:
DAVID H. ARRINGTON OIL & GAS, INC.

By, N

¢~ David H. Amrington, President

ACKNOWLEDGMENTS
STATE OF TEXAS $
S
COUNTY OF MIDLAND $

This instrument was acknowledged before me, a Notary Public, this ﬂ day of &b , 2000,
by David H. Arrington, President of David H. Armrington Oil & Gas, Inc, a Texas corporation, on behalf of
said corporation. \\\“\}\‘"“"""/f/, .
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EXHIBIT “A”
Attached to and made a part of that certain Partial Assignment of Oil and Gas Leases dated effective as of
December 3, 2000 from David H. Arrington Oil & Gas, Inc. to Ocean Energy Resources, Inc. et al

Oil and Gas leases:
Date: December 1, 1999
Recording; State of New Mexico VO-5671
Recording: 998 OPR 12, Lea County, New Mexico
Lessor: State of New Mexico
Lessee: Dale Douglas

Description: ~ E/2SE/4 of Section 21, T16S, R36E, Lea County, New Mexico

Date: December 1, 1999
Recording; State of New Mexico VO-5672
Recording; 998 OPR 8, Lea County, New Mexico

Lessor: State of New Mexico

Lessee: Dale Douglas

Description: S/2SW/4 of Section 22, T16S, R36E, Lea County, New Mexico
[

Date: December 1, 1999

Recording; State of New Mexico VO-5673

Recording: 998 OPR 4, Lea County, New Mexico

Lessor: State of New Mexico -

Lessee: Dale Douglas

Description: ~ NW/4 of Section 27, T16S, R36E, Lea County, New Mexico

END OF EXHIBIT



CHESAPEAKE OPERATING, INC. LAND DEPARTMENT
P.O. BOX 18496 LYNDA F. TOWNSEND, CPL/ESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN
405/879-9414

405/879-9535 FAX

Itownsend@chesapeake-energy.com

February 25, 2000

VIA CERTIFIED MAIL

Mr. Jim Enlow —

Bellwether Exploration Company
1221 Lamar, Suite 1600
Houston, TX 77010

Re: Chesapeake's Proposed Teague 1-22
W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Mr. Enlow:

~
~

Chesapeake Operating, Inc. hereby proposes to drill the captioned well to a total depth
of 12,650 to test the Morrow formation. The well will be drilled at an unorthodox
location 2274' FNL and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake's AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. Bellwether is the record title owner of 40 net mineral acres of
the 320 acre unit. Chesapeake offers you the opportunity to participate in the drilling of
the Teague 1-22 with a working interest of 12.5% and a proportionate dry-hole cost of
$105,875.

Should you elect to participate, please sign and return the AFE to my attention. A Joint
Operating Agreement will then be forwarded for your signature.

As an alternative to your participation in the drilling of the Teague 1-22 well,
Chesapeake offers to lease your acreage for the following terms; $200.00/acre lease
bonus, 1/4" royalty and a two (2) year term.

As time is of the essence, Chesapeake would appreciate receiving your election within
20 days of your receipt of this proposal. Should you have any questions, please give
me a call.

Very truly yours,

Lynda F. Townsend

7 779 477 970



CHESAPEAKE OPERATING, INC.

AUTHORIZATION POR IDXPENDITURE.

Project Arsac Lovington
Weld Nams Toague 1-22

County, Siste:

Lea, New Maxico

Date: February 14, 2000
Opernior: Chasapesks Opersting, Inc., Total Oepth: 12,630
AFE & 100073 F Lower Mis
Specing Unl: W2 Section 22-168-36€ S
cooe INTANG®BLE COSTS WORK DESCRIPTION DRY HOLE PROCUCER
233400 Locstion: Roads, Location, PR $35,000.00 $34,000.00
3401 . Oemages $5,000.00 $3,000.00
Mm mOMMFIv $1,000.00 $1,000.00
Opinlone $5,000.00 $3,000.90
233404 Selamic Costs 20.00 sos0”
233408 Reclarmnation $12,000.00 $12,000.00
233408 Oriling: Top Orive $0.00 .00
233408 Pipsiine Construction $0.00 0.00
33410 Orfling Contractor: 38 days @ $6.100/Kay $220,000.00 £220,000.00
M1 Otroctional Secrvices $18.000.00 $18,000.00
33413 Rig Mobitzation/Demobiiz stion £25,000.00 £23,000.00
33414 Contract Labor £20,000.00 £$30,000.00
20418 Bas $55,000.00 $55,000.00
233416 Supplies and Utiies $2.000.00 $3,000.00
233428 Cement Conductor $0.00 $0.00
M7 Cament Swurtsce Casing $5,000.00
30 Ceoment intermediste Casing $15,000.00 $15,000.00
233424 Cemant Production Casing $0.00 $23,000.00
233428 Camant Driling Uner $0.00 $0.00
33482 Cament Production Liner $0.00 0.00
M L 7] $12,000.00 $12.000.00
233410 Oriing Flukds, Mud, Chern. $35,000.00 $33,000.00
233421 Orf String inspection . - $3,000.00 $3,000.00
MUD Open Hols Logging $30,000.00 $30,000.00
347 $0.00 20.00
nun Downhole Rentsl Equipment $35.000.00 $35,000,00
33430 Completion: Compistion Unk $0.00 £25,000.00
23431 Casedt Hole Logging/Perforsting $0.00 $15,000.00
23433 Jatting $0.00 $0.00
223434 Formation Strmulation $0.00 $75,000.00
33437 Ganenak Surtace Equipment Rentat $38,000.00 $48,000.00
223438 Transporistion $3.000.00 $5,000.00
233441 Frac Fruid Hauloft $0.00 0 o
D42 Blowo/Emergencies $0.00 $0.00
233443 Company Supervision/Enginesring $25,000.00 $30,000.00
33444 Consulans $22,000.00 $22,000.00
33448 Company Overhead $15,000.00 $20,000.00
233447 Insurance $8.000.00 $5,000.00
233449 Mapr Construction Overhead 30.20 $2,000.00
34 % Pug to Abandon $0.00 $0.00
208, Contingency $128.000.90 $143,000.50
TOTAL INTANGI3LES Tctal intangiie Caosts $748.500 00 $973.000.00
CCOE TANGBLE CCS87S WNCORK DESCRIPTICN
230108 Tubutars Canductor $0.9 $0.0¢
230100 Surtacs Casing: 478 13 L8 $3.X0.20 $4.000.00
30101 Imermediate Casing: 4,300 9 53 $58,200.20 $568,000.250
230102 Procuction Caslng: 12,850 512" $0.20 $76,000.00
30103 Crlting Uner: 30 o $0.00
230109 Procuction Liner: 80 30.20
230104 Foat Squipment 3.0 20 $3,000 00
230198 Tubing: 12.250 27,8 30 20 $43,000.00
30108 Lease Ssuprment ‘Aeihead Equipment b AL $7.000 X
220107 Cowrhole Equipment g $5.200.20
23011 Arrfical UR-Pumping Ura < ¢ 30 X
230113 Arocucuon Squipment  Snlo] $39.200 0
230115 CompressornCompression Q¢ 3¢.2C
20130 Ppeire Equipment f o] $0.2C
230120 Nen-Comrotable Squipment K 0.0
0% Centingency $:3.XC ¢ $448.000.00
TOTAL TANGIBLES Tstat Tangidde Costs 373.X0 X0 $274,000.00
T:tal Costs 3847000 20 31,252,000 00
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CHESAPEAKE OPERATING, INC. LAND DEPARTMENT

P.O. BOX 18496 LYNDA F. TOWNSEND, CPUESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN

405/879-9414
405/879-9535 FAX
ltownsend@chesapeake-energy.com

February 25, 2000

VIA CERTIFIED MAIL

Mr. Brad James

Pure Energy Group, Inc.

700 N. St. Mary’s Street, Ste. 1925
San Antonio, TX 78205

Re: Chesapeake’'s Proposed Teague 1-22
W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Mr. James: -

Chesapeake Operating, Inc. hereby proposes to drill the captioned well to a total depth
of 12,650’ to test the Morrow formation. The well will be drilled at an unorthodox
location 2274' FNL and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake's AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. Pure Energy is the record title owner of 40 net mineral acres
of the 320 acre unit. Chesapeake offers you the opportunity to participate in the drilling
of the Teague 1-22 with a working interest of 12.5% and a proportionate dry-hole cost of
$105,875.

Should you elect to participate, please sign and return the AFE to my attention. A Joint
Operating Agreement will then be forwarded for your signature.

As an alternative to your participation in the drilling of the Teague 1-22 well,
Chesapeake offers to lease your acreage for the following terms; $200.00/acre lease
bonus, 1/4" royalty and a two (2) year term.

As time is of the essence, Chesapeake would appreciate receiving your election within

20 days of your receipt of this proposal. Should you have any questions, please give
me a call.

Very truly yours, ,

Lynda F. Townsend

Z 339 478 931



CHESAPEAKE OPERATING, INC.

Project Area: Lovington
Wel Name: Teagus 1-22

AUTHORIZATION FOR EXPENDITURE.

County, Siate: Les, Now Maxica
Date: February 14, 2000

Py ::n..-n Operming. nc. Totad Degth: 12,850
00073 Formation: Lower Mssixsippl
Specing Unit W2 Section X2+ 188-368
cooe INTANGIBLE COSTS WORX DESCRIPTION DRY HOLE PRODUCER
33400 Location: Roads, Locstion, Pis $35,000.00 $34,000.00
3401 : Damages $5,000.00 $4.000.00
73402 Governmentsl Filngs $1,000.00 $1.000.00
23 This Opiniona $%,000.00 33000490
233404 Selsmic Costs $0.00 oY
233408 Reclamation $12,000.00 $12,000.00
233408 Oriling: Top Orive $0.00 .00
233408 Pipeine Construction $0.00 000
223410 OrSing Contractor: 38 deys @ 99,100day $220,000.00 $220,000.00
M Okrwctional Services $18,000.00 $18,000.00
3413 RIg Mobilzastion/DemobRration £25,000.00 $24,000.00
33414 Contract Laboe $20,000.00 $30,000.00
nMs 843 $55.000.00 $55,000.00
33418 Suppliss and UiUss $2,000.00 $3,000.00
342 Cament Conductior $0.00 000
233417 Cament Surface Casing | $3,000.00 $35,000.00
33420 Cement intermadiaie Casing $18,000.00 $15.000.00
233424 Cemant Production Casing $0.00 $23,000.00
233425 Cement Drifing Liner $0.00 90.00
223442 Camant Production Liner .00 K.00
33418 hud Lagoing $12,000.00 $12,000.00
233419 Orfiing Flukis, Mud, Chem, $35,000.00 $35,000.00
33421 Or String Inspection - 7 $3,000.00 $3,000.00
nHD Open Hols Logging $30,000.00 $30,000.00
33427 $0.00 0.00
4 Oownhole Rental Equipment $35,000.00 $34,000.00
223430 Compistion: Cormpistion Unit $0.00 £25,000.00
nMN Casad Hole Logging/P erforsting $0.00 $15,000.00
23343 $0.00 $0.00
233434 Formastion Sumulation 30.00 $75,000.00
233437 Geanerak Surtace Equipment Rental £38,000.00 $48,000.00
33438 Transpodation $3.000.00 $5,000.00
DI ™~ - Frac Fluid Hauloff 30.C8 $0.00
233442 BlowouEmengencies $0.00 0.00
233443 c Supervis) ginaerk $25,000.00 $30,000.00
I} Consutams $22,000.00 $22,000.00
223448 Company Overhead $15,000.00 $20,000.00
23447 Insurance $8,000,00 $8.000.00
233449 Major Construction Overhead 30.00 $2,000.00
233450 Pg lo Abandon $0.00 $0.00
2C% Comungency $123.200.00 $163,000.00
TOTAL INTANGBLES Tatal intargitie Costs $768,200 %0 $978,000.00
CCOE TANGIBLE CCSTS WORK DESCRIPTION
2301C8 Tubulars: Cencuctor: $0.00 $0.00
230100 Surfaca Casing: 478 13 v $4,200.00 $8.000.00
30101 Imermediate Casing: 4.300° 9 u3° $56.00.00 354,000.00
230102 Production Casing: 12,850 $ T $0.00 $78,000.00
730103 Cnling Liner. $0.00 $0.00
230109 Produaion Liner $0.20 $0.00
230104 Foat Squipment $2.2€0.00 £3,000.00
230105 Tibwg: 12,28 2ty 3C.00 $43,000.00
230108 Lease Squomernt Wedead Squipment 0 $7.000.00
230407 Ceownhole Squipment 0 $5.000.0
P DARRI Arsficaal Ut-Pumping Urd $C 20 30 20
23113 Procuaion Equipment $0 20 $30.000.20
230118 Compressor Compression 0 0 30.20
220118 Poeans S3umpment 8.0 0.0
3¢9 Nen-Commgable Equiorment ¢ $0.00
20N Semangency $13.00 0 $48,000.00
TOTAL TANG:BLES Total Tangibie Costs $79,000 00 3274,000.00
Tztal Costs $847.200.20 $1.252,000.00
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CHESAPEAKE OPERATING, INC. - LAND DEPARTMENT
P.0. BOX 18496 LYNDA F. TOWNSEND, CPL/ESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN
405/879-9414

405/879-9535 FAX

itownsend@chesapeake-energy.com

March 1, 2000

VIA CERTIFIED MAIL

Mr. David H. Arrington
P. O. Box 2071
Midland, TX 79702

Re: Chesapeake's Proposed Teague 1-22
W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Mr. Arrington:

Chesapeake Operating, Inc. hereby proposes to drill the captioned well to a total depth
of 12,650' to test the Morrow formation. The well will be drilled at an unorthodox
location 2274’ FNL and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake’s AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. David H. Arrington, a married man, is the record title owner of
30 net mineral acres of the 320 acre unit. Chesapeake offers you the opportunity to
participate in the drilling of the Teague 1-22 well with a working interest of 9.375% and a
proportionate dry-hole cost of $79,406.25.

Should you elect to participate, please sign the attached AFE and return to me at your
earliest convenience. Upon receipt, a Joint Operating Agreement will be forwarded for
your signature. '

If you have any questions, please give me a call.

Very truly yours,

[ 1209060

Lynda F. Townsend
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CHESAPEANE OPERATING, INC.

e AUTHORIZATION POR EXPENDITURE.

Project Arsa: Lovington

Wel Name: Teagees 1-22
Op Chesep Opx 9 nc.
AFE & 100073
Specing Unit: WiZ Section 22-168-36&

CO0E INTANGIBLE COSTS

233400 Location:

233401 .

BM02

DU

33404

233408

223408 Driling:

30408

M0

3411

33413

3414

33418

nMe

3428

33417

233420

23424

33428

233482

2M18

33418

2321 - -

4N

223427

23U .

MU0 Completion:

233431

23433

034

3437 Generst $48,000.00

233438 $5,000.00

23441 $0.00

23442 20.00

233443 $30,000.00

233444 $22,000.00

23448 Company Overhesd $20,000.00

D47 Insurance $8,000.00

233449 Major Construction Overhead $2,000.00

23450 Phug to Abandon $0.00 30.00
20% Contingency $128,000.00 $163,000.00

TOTAL INTANGIBLES Total imangibie Costs $788,000.00 $978,000.00

CODE TANGIBLE COSTS WORK DESCRIPTION

230108 Tubulars: Cenductor: $0.00 $0.00

230100 Surtace Casing: 475 1358 $5,000.00 $9.000.00

230101 Intermediate Casing: 4,300 858 $58,000.00 $58,000.00

230102 Production Casing: 12,850 512 $0.00 $76,000.00

20103 Drilling Liner $0.00 $0.00

230109 Production Uner: $0.00 $0.00

230104 Flosl Equipment $2,000.00 $3,000.00

230105 Tubing: 12,25¢ 21y 30.00 $43,000.00

230108 Lease 3 W - $0.00 $7.000.00

230107 Downhole Equipment $0.00 $5.000.00

220111 Artificial Lift-Pumping Uni 30.00 $0.00

230113 Production Equipment $0.00 $30,000.00

230115 Compressor/Comprsssion $0.00 $0.00

230110 Pipeline Equipment $0.00 $0.00

230120 Non-Controllable Equipment $0.00 $0.00
20% Contingency $13,000.00 $48,000.00

TOTAL TA{!G’BLES Total Tangible Costs $79,000.00 $274,000.00
Totst Costs $847.000.00 $1.252,000.00

Prepared by: WA g Approved by: QZ 3]4
OPERATOR'S APPROVAL: %ﬁ/l’/ X / DATE. &=
W /11
OPERATOR'S APPROVAL: DATE
P ( tinafecounting—

NON-OPERATCR'S APPROVAL DATE.

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.



CHESAPEAKE OPERATING, INC. : LAND DEPARTMENT

P.O. BOX 18496 LYNDA F. TOWNSEND, CPL/ESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN
405/879-9414

405/879-9535 FAX
Itownsend@chesapeake-energy.com

March 1, 2000

VIA CERTIFIED MAIL

Mr. Derold Maney

Ocean Energy Resources, Inc.
1001 Fannin, Suite 1600
Houston, TX 77002

Re: Chesapeake's Proposed Teague 1-22
W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Mr. Maney:

Chesapeake Operating, Inc. hereby proposes to drill the captioned well to a total depth
of 12,650' to test the Morrow formation. The well will be drilled at an unorthodox
location 2274’ FNL and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake's AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. Ocean Energy is the record title owner of 40 net mineral
acres of the 320 acre unit. Chesapeake offers you the opportunity to participate in the
drilling of the Teague 1-22 well with a working interest of 12.5% and a proportionate dry-
hole cost of $105,875.

Should you elect to participate, please sign the attached AFE and return to me at your
earliest convenience. Upon receipt, a Joint Operating Agreement will be forwarded for
your signature.

If you have any questions, please give me a call.

Very truly yours,

Lynda F. Townsen
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CHESAPEAKE OPERATING, INC.

AUTHORIZATION POR EXPENOITURE——

Project Area: Lovingten

Wel Name: Toague +-22
P fo | Op Q. e,
AP & 100073
Spacing Unk: W2 Seclion 22-188-30€

coos INTANGIBLE COSTS WORK DESCRIPTION

253400 Locationc Roads, Lecation, Pits

Z33401 . Demages

253402 Governmmenial Filings

233403 Tis Opinkons

233404 Selamic Costs

233408 Reclarmation

233408 Odiing: Top Orive .

333408 Pipeiine Constnuction

10 Oriiing Contractor: 38 deys @ 908,100/8ay

23411 Services

3413

p2~ 230

18

23418

33428

p-~ 2

253420

24

=423 -

233482

U418

33419

24 N -

U

3427

48 .

2340 Complstion:

3431

3343

DM

3437 Ganerat

23438

233441 - ~

233442

44

T3

M4

233447

233440 Major Construction Overhead

223450 Piug 10 Abandon $0.00 $0.00
20% Contingency $128,000.00 $163,000.00

TOTAL INTANGIBLES Total Intangidie Costs $768,000.00 $978,000.00

CODE TANGIBLE COSTS WORK DESCRIPTION

230108 Tubulars: Conductor. $0.00 $0.00

230100 Suitace Casing: 45 1w $8,000.00 $8,000.00

20101 Intermediate Casing: 4,300 9 58° $58,000.00 $58,000.00

20102 Production Casing: 12850 SV $0.00 $78,000.00

220100 Drilling Liner: $0.00 $0.00

220100 Production Liner: $0.00 $0.00

230104 Flost Equipment $2,000.00 $3,000.00

230105 Tubing: 12,250 278 $0.00 $43,000.00

230108 Lease Equipment: Wolhead Equipment $0.00 $7,000.00

0107 Cownhole Equipment ’ $0.00 $5,000.00

o111 Aruficial UA-Pumping Unk $0.00 $0.00

230113 Production Equipment $0.00 $30,000.00

230118 Compressor/Compression 3000 $0.00

20118 Pipeine Equipment $0.00 $0.00

230120 Non-Controlable Equipment $0.00 $0.00
20% Contingency $13,000.00 $48,000.00

TOTAL TANGIBLES Total Tanghie Costs $79,000.00 $274,000.00
Totai Costs $847,000.00 $1.252,000.00

OPERATOR'S APPROVAL: %/ P / DATE: o
o
| W 211/ P
OPERATOR'S APPROVAL. DATE:
& C—and/Kec

NON-OPERATCR'S APPRCVAL CATE.

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



CHESAPEAKE OPERATING, INC. LAND DEPARTMENT
P.O. BOX 18496 LYNDA F. TOWNSEND, CPL/ESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN
405/879-9414

405/879-9535 FAX

itownsend@chesapeake-energy.com

March 1, 2000

VIA CERTIFIED MAIL

Mr. Steve L. Holifield
P. O. Box 60910
Midland, TX 79711

Re: Chesapeake’s Proposed Teague 1-22
W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Mr. Holifield:

Chesapeake Operating, Inc. hereby proposes to drill the captioned well to a total depth
of 12,650 to test the Morrow formation. The well will be drilled at an unorthodox
location 2274’ FNL and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake's AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. Steve L. Holifield, a married man, is the record title owner of
10 net mineral acres of the 320 acre unit. Chesapeake offers you the opportunity to
participate in the drilling of the Teague 1-22 well with a working interest of 3.125% and a
proportionate dry-hole cost of $26,468.75.

Should you elect to participate, please sign the attached AFE and return to me at your
earliest convenience. Upon receipt, a Joint Operating Agreement will be forwarded for
your signature.

If you have any questions, please give me a call.

Lynda F. Townsend

Very truly yours,
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CHESAPEAKE OPERATING, INC.

~—emAUTHORIZATION FOR EXPENDITURE:

Project Area: Lovinghen
Woll Neme: Teague 1-22
£ Ou

ap 0. I,
AFE & 100073
Spacing Unit: WIZ Seclion 22-168-30€

cooe INTANGIBLE COSTS

293400 Location:

233401 .

3402

233403

233404

233408

23408 Oriing:

233408

N0

N

413

33414

M

33416

ny2e

417

23430

34

mas -

33482

18

53418 .

aun ~ 7 -

2340

3427

23428 .

23430 Compistion:

3431

214

234

3437 Genersk

3438

2344

23442

33443

33444

D348

33447

2349 Major Construction Overhead X

23450 Piug to Abandon $0.00 $0.00
20% Contingency $128,000.00 $163,000.00

TOTAL INTANGIBLES Total intangibie Costs $788,000.00 $978,000.00

COOE TANGIBLE COSTS WORK DESCRIPTION

230108 Tubulers: Conductor. $0.00 $0.00

230100 Surfsca Casing: 475 1338 $8,000.00 $8,000.00

230101 imermediate Casing: 4,300 ° 8 $58,000.00 $56,000.00

230102 Production Casing: 12,850 512 $0.00 $76,000.00

230103 Orifling Liner: $0.00 $0.00

20109 Production Liner: $0.00 $0.00

220104 Flaat Equipment $2,000.00 $3,000,00

230108 Tubing: 12,250 278 $0.00 $43,000.00

230108 Lease Equipment: Welhead Equipment $0.00 $7.000.00

30107 Oownhole Equipment 30.00 $5,000.00

230111 Artificial Lift-Pumping Unit $0.00 $0.00

230113 Production Equipment 30.00 $30,000.00

230118 Compressor/Compression $0.00 $0.00

230118 Pipsiine Equipment $0.00 $0.00

30120 Non-ControBable Equipment 30.00 $0.00
20% Contingency $13,000.00 $48,000.00

TOTAL TA{JGIBLES Total Tangidie Costs $79,000.00 $274,000.00
Totss Costs $847,000,00 $1,252,000.00

Preparsd by: DWA . Approved by: 2 m I
OPERATOR'S APPROVAL: {LZMX / OATE: 0}/@’/0 =
OPERATOR'S APPROVAL — - /& oaTE s / Iy / ©

NON-OPERATCR'S APPRCVAL DATE.

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



MAK 15 2000

Project Area: Lovingten
YWl Namx: Toague 1-22
P a

AFE & 100073
Spacing Unit: W2 Section 22-168-36E

cooe INTANGIBLE COSTS WORK DESCRIPTION

233400 Location: Roads, Location, Pis

5309 Demeges

233402 Govwmmental Flings

23403 Tite Opindons

233404 Selamic Coats

233408 Reclamation

3408 Orlling: Top Drive

23408 Pipeline Construction

3410 Oriiing Contractor: 36 days @ 99, 100Xay

3411 Diructionsl Services

233413 Rig MobiRkzsion/Damobization

F-~231) Contract Labor

34138 BRs

3418 Supplies and UtiRtiss

33420 Comant Conductor

2317 Comend Surface Casing |

233420 Cement intermediats Casing

2340 Cement Produciion Casing

233428 N Cament Dviling Liner

223482 Cament Praduction Liner

K18 .

33419

M Orill String Inspection - - -

U Open Hole Logging

7

233428 Downhole Rentat Equipment

33430 Compistion: Compistion Unit

2431 Cased Hole Logging/Perforsting

233433 Jatting

2244 Formation Stimsetion

233437 Genenst Surface Equipment Rental

233438 Transpoctation

233441 Frac Fiukd Hauloff

233442 Blowout/Emnengencies

2203443 Company SupervisionVEngineering

233444 Consultants

33448 Company Overhead

233447 insurance

233448 Major Construction Overhesd

223450 Plug to Abandon $0.00 $0.00
20% Contingency $128,000.00 $163,000.00

TOTAL INTANGIBLES Total Intangdie Cosis $768,000.00 $978,000.00

CODE TANGIBLE COSTS WORK DESCRIPTION

220108 Tubulars: Conduclor: $0.00 $0.00

230100 Surface Casing: 475 13V $8,000.00 $8,000.00

230101 Intermediate Casing: 4300 9w $58,000.00 $56,000.00

220102 Production Casing: 12,850 s $0.00 $76,000.00

230109 Orilling Liner: 30.00 $0.00

2230109 Production Liner: $0.00 $0.00

230104 Flast Equipment $2,000.00 $3,000.00

230108 Tubing: 12.2%¢ 2m8 $0.00 $43,000.00

230108 Lease . Nelheasd 30.00 $7.000.00

230107 Oownhole Equipment 30.00 $5,000.00

230111 Artificial Ufi-Pumping Unt $0.00 $0.00

230113 Production Equipment $0.00 $30,000.00

2301158 Compresson'Compression $0 00 $0.00

230118 Pipeiine Equipment $0.00 $0.00

0120 Non-Controdable Equipment 30.00 $0.00
20% Contingency $43,000.0¢ 34€,000.00

TOTAL TANGIBLES Total Tangible Costs $79,000.00 $274.,000.00
Total Costs $847,000.00 $1.252,000.00

Prepared by: DWA
OPERATOR'S APPROVAL: %—/‘

OPERATOR'S APPROVAL

. /
NON-OPERATOR'S APPRCVAL. [,%
st

e -
Steve L. Holifiel
d/‘{}

e

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



MAR 15 2000

CHESAPEAKE OPERATING, INC. LAND DEPARTMENT
P.O. BOX 18496 LYNDA F. TOWNSEND, CPUESA
OKLAHOMA CITY, OKLAHOMA 73154-0496 LANDMAN

405/879-9414
405/879-9535 FAX
Itownsend@chesapeake-energy.com

February 25, 2000

VIA CERTIFIED MAIL

Mr. Brad James

Pure Energy Group, Inc.

700 N. St. Mary's Street, Ste. 1925
San Antonio, TX 78205

Re: Chesapeake's Proposed Teague 1-22
W/2 Section 22-16S-36E
Lea County, New Mexico

Dear Mr. James:

Chesapeake Operating, Inc. hereby proposes to drill the captioned well to a total depth
of 12,650' to test the Morrow formation. The well will be drilled at an unorthodox
Jocation 2274’ FNL and 2134’ FWL in the W/2 of Section 22-16S-36E.

Attached is Chesapeake’s AFE reflecting dry-hole costs of $847,000 and completed
well costs of $1,252,000. Pure Energy is the record title owner of 40 net mineral acres
of the 320 acre unit. Chesapeake offers you the opportunity to participate in the drilling
of the Teague 1-22 with a working interest of 12.5% and a proportionate dry-hole cost of
$105,875.

Should you elect to participate, please sign and return the AFE to my attention. A Joint
Operating Agreement will then be forwarded for your signature.

As an alternative to your participation in the drilling of the Teague 1-22 well,
Chesapeake offers to lease your acreage for the following terms; $200.00/acre lease
bonus, 1/4™ royalty and a two (2) year term.

As time is of the essence, Chesapeake would appreciate receiving your election within

20 days of your receipt of this proposal. Should you have any questions, please give
me a call.

‘V Vez truly yours,\g//dZW

Lynda F. Townsend



CHESAPEAKE OPERATING, INC. ’

AUTHORIZATION FOR EXPENDITURE:

Project Area: Lovington County, Siate: Les, New Maxico
Wel Name: Teagus 1-22 Oate: Febtruary 18 2000
PN o xs Op Q. Inc. Total Oepth: 12,650

[os s 3 INTANGIBLE COSYS WCRK DESCRIPTION DRY HOLE PRODUCER
233400 Location: Roads, Location, Pis $35,000.00 $38,000.00
233401 Damaeges $8,000.00 $4.000.00
233402 Govemmentat Flings $1,000.00 $1,000.00
233403 Tiie Opinlons $$,000.00 $3,00000 ..
B304 Selsmic Costs $0.00 000" -
233408 Reciamation $12,000.00 $12,000.00
233408 Orfling: Top Drive $0.00 $0.00
3408 Plpoline Construction $0.00 $0.00
233410 Oriling Contractor: 34 days @ $8.100/day $220,000.00 $220,000.00
233411 Diroctional Servicas $18,000.00 $18,000.00
33413 Rig Mobllzstion/Demobikzation $25,000.00 $23,000.00
33454 Contract Labor $20,000.00 $30,000.00
223415 Bas $55,000.00 $55,000.00
233418 Supplias and Utiities $2,000.00 $3,000.00
428 Camant Conduckor $0.00 0.0
3417 Cemert Susface Casing $5,000.00 $5,000.00
233420 Coment Intecmediate Casing’ $15,000.00 $15,000.00
233424 Cement Production Casing $0.00 $25,000.00
233428 . Cament Oriling Lines $0.00 0.00
33452 Cemaent Production Liner $0.00 000
nMis Mud Legoing $12,000.00 $12,000.00
3419 . Orfiing Fiukis, Mud, Chem. $35,000.00 $35,000.00
23421 Drfl String inspection - - s $3,000.00 $3,000.00
2240 Open Hole Logging $30,000.00 $30,000.00
33 Flshing $0.00 $0.00
233428 Oownhole Remal Equipment $35,000.00 $35,000.00
233430 Compistion: Completion Unk $0.00 $25,000.00
233431 Cased Hols Logging/Perforsating $0.00 $15,000.00
2331433 Jetting $0.00 $0.00
22434 Formation Stmutation 30.00 $75.000.00
33437 Genent Surface Equipmem Rental $36,000.00 $448,000.00
233438 Transpoctation $3,000.00 $5,000.00
23441 Frac Fluld Hauloff $0.00 $0.00
233442 Blowoul/Emengencias $0.00 $0.00
233443 c y Super " $25,000.00 $30,000.00
2233444 Consultams $22,000.00 $22,000.00
233448 Comgpany Overhead $15,000.00 $20.000.00
233447 insursnce $8,000.00 $6,000.00
223449 Major Construction Overhead $0.00 $2,000.00
223450 Plug to Abandon $0.00 $0.00
20% Contingency $128,000.00 $163,000.00
TOTAL INTANGIBLES Total imangitle Costs $768,000.00 $975,000.00
[ofale] 3 TANGIBLE COSTS WORK DESCRIPTION
230108 Tubulars: Conductor: $0.00 $0.00
230100 Surfacs Casing: 475 13 w8 $3,000.00 $8.000.00
230101 Interrediate Casing: 4.300' 9o vB* $58,000.00 $53,000.00
230102 Production Casing: 12,850 512 30.00 $78,000.00
230103 Dnling Liner: $0.00 $0.00
220109 Production Liner: $0.00 $0.00
230104 Float Equipment $2,000.00 $3,000.00
230105 Tubing: 12,25¢ 278" $0.00 343,000.00
230108 Leasa Equipment’ Welilhead Equipment $0 cO $7.000.00
230107 Downhole Equipment $0.00 $5,000.00
2301114 Artificial Uft-Pumping Uni 30 50 30.00
230133 Production Equipment $0.00 $30,000.00
230115 Compressor/Compression 3200 30.00
230118 Pipetine Equipment .00 $0.00
230120 Non-ControRable Equipment 30.00 $0.00
20% Comngency $13.000.00 $46.000.00
TOTAL TANGIBLES Total Tangibia Casts $79.000.00 $274,000.00
Tetal Costs $847.000.20 $1.2£2.000.00

Prepared by DWA Approved by ;ZZ :!l/
CPERATCR'S APPRCOVAL ﬂ/X CATE 0‘3
%/ =/ © nonsy
CPERATCR'S APPRCVAL /% OATE }/) ///@
St ]
NCN-CPERATCR S APPRC vAL /% CATE g/z AD
/ 7/

THE COSTS ITEMIZED ON THIS AFE ARE ESTIMATES CNLY. BY EXECUTION OF THE AFE, THE NON-CPERATOR AGREES TO PAYITS
PROPORTIONATE SHARE OF ALL ACTUAL COSTS INCURRED IN THE REFERENCED OPERATION.
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.~PYRE-ENERGY GROUP

Z2-md~
March 14, 2000

Mr. Robert Heffner

Chesapeake Operating, Inc.

P.O. Box 18496

Oklahoma City, OK 73154-0496

RE: Chesapeake Proposal Tegue 1-22
W/2 Section 22-16s-36e
Lea County, New Mexico

Dear Mr. Heffner:

Pure Energy Group holds an interest in the above captioned land. Before signing
and returning the AFE sent to me by Lynda Townsend, I would like to see the geology on
said prospect.

Should you have any questions, please give me a call.

Yours Trul
0 Y
©
v
{’7 G. Balley.)prds Jr.
/ Pure Energy Group

700 N. St. Mary's Street, Suite 1925 « San Antonio, Texas 78205 - Phone:210.472.1122 « Fax:210.225.2928



