
CHESAPEAKE OPERATING, INC LAND DEPARTMENT 
P.O. BOX 18496 
OKLAHOMA CITY, OKLAHOMA 73154-0496 
405/879-9414 
405/879-9535 FAX 
ltownsend@chesapeake-energy.com 

LYNDA F. TOWNSEND, CPL/ESA 
LANDMAN 

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 

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. 

Lea County, New Mexico 

Dear Dale: 

EXHIBIT 6 



CHESAPEAKE OPERA TWO, M C 

—AUTHORIZATION PO* SVOefTURe-
ProfectAree: U M g M 
WM Nam: Teague 1-22 

Operator OseeacaeaM Operttrno. ate, 
AFE* 100071 

•(Mdng Uni: \W2 Swfloii 22-lU-Me 

cooe 
213400 
233401 
233402 
233403 
231404 
Z3340S 
23340* 
233408 
213410 
233411 
233413 
233414 
233413 
23341* 
233420 
233417 
233420 
233424 
233425 
233432 
23341) 
233410 
233421 
233423 
233427 
23342* 
233430 
233431 
233433 
233434 
233437 
23343) 
233441 
233442 
233443 
233444 
23344) 
233447 
233449 
2334SO 

INTANGIBLE COSTS 

Orfftig: 

WORK DESCRIPTION 
Roads. Location, Ms 
Oamagva 
Oowmmtntaf n h p * 
TDeOpstons 
Salute Coats 
Reclamation 
TopOnVa 

Orsang Contractor. 3) daya a SS.IOOMey 
Directional Samoa) 
RIO UobfeaUonOemoDtoelton 
Contract Labor 
BU 
Supples and UUMai 
Cement Conductor 
Camant Stataoa Casino 
Camant haaimaJaua Casino' 
Camant Production Casino 
Camant OnBno U»ar 
Camant Produotton Urtor 

INTANGIBLES 

Drt»ioPUr)a,Mud.Oiam. 
Dr» Sttno InapacBon 
Ocen Hole Logging 
Fining 
Downhole Rants! Eoj/tpment 
GotnpiBUoci Uni 
Cu«d Hot» \jug0m^*4lon-kiQ 

Foonabon S&nutatton 
Sortac* Equeprtw* RMUM 
Transportation 
F w Ffctt Hauloff 

Company SuptrtobnGrifatmtinQ, 
Consulantt 
Company Overt* ad 
Insuranc* 
U«̂ of C4Xtstructkpn Ovwftaad 
PHJQ to Abandon 
20% ConUng«ncy 

Total tntangMa Costs 

Counry, SUto: L u . Naw Itaooo 
Data; Fttorutwy 1*. 2000 

Total DapD* 12.65? 
FoniwdOK Lowrar I H I i H » 4 

DRY HOLE PROOUCtSt. 
t3S.OC0.CO m n O A . 0 0 
ss.ooaoo S A £ 0 9 L M 

11.000.00 t I M O L M 
15,000.00 

30.00 s o j o f 
112.000.00 S12.0OTL0O 

to.00 • a o a 
SO.00 SOJOO 

3220,000.00 t220.000.00 
t is .ooo.oo S1S.00SLOO 
325.000.00 t23.00Q-00 
S20.000.00 330.00000 
t55.000.00 SS5.O00u0O 

32.000.00 33.000.00 
t o . 00 SOLOO 

ts.ooo.oo SSJNOxOO 
S1S.000.00 t i s , o o a j » 

t a o o t23,00a00 
S0.00 t o o o 
SOLOO SOLOO 

t t 2.00a oo S12.000JOO 

S3S.0O0.00 S3SJK)0Lfl0 
S3.000.00 S3.000.00 

S30.000.00 S30.om.oo 
t o o o $0.00 

S3S.000.00 S35.000.00 
to.oo S25.000JOO 
S0.00 S15.000.00 
t o 00 SO. 00 
to.oo 175,00000 

S3S.0OO.0O S4s.ooo.oo 
S3.000.00 SS.000.00 

10.00 t o o o 
to.oo t a o o 

S23.0O0.00 S30.000LOO 
C2.000.00 S22.000.00 
S1S.000.00 S20.000.00 

SS.OOO.OO to .ooaoo 
t o 00 32.000.00 
30.00 to.oo 

t12».0O0.0O S1S3.000.00 

S7M.000 00 t07*.0OO.OO 

c o o e TANGIBLE COSTS WORK DESCRIPTION 

23010) Tubulars: Conductor to.oo to .oo 

230100 Surfaca Casing: 4751 13 3/»- tt .ooo.oo ss.ooo.oo 

230101 Intermadlata Casing: 4.300' 9ST9- t58.000.00 S5S.000.00 
230102 Production Casing: 12.oW 5 1 / T to.oo I7S.000.00 

230103 Drilling Uner: to.oo to.oo 

230109 Production Liner t o o o to.oo 

230104 Float Equipment 12.000 00 33.000 00 

230103 Tubing: 12.25C 2 7/a- to.oo 343.000.00 

230103 Lease Equipment: WeShead Equipment t o 00 S7.000.00 

230107 Downhole Equipment t o o o ss.ooo.oo 

230111 Artificial Lift-Pumping Unit to.oo t o o o 

230113 Production Equipment to.oo t30.000.00 

230115 CompressorrCompression tO 30 to.oo 

230116 Pipeline Equipment to.oo to.oo 

230120 NorvControtable Equipment to.oo to.oo 

20% Contingency 113.000 oo t4S.000.00 

TOTAL TANGIBLES Total Tangible Costs J79.000 OO S274.000.00 

Tout Costs tM7.000.00 SI.252.000.00 

NCN-OPERATCR S APPRO /Av OATS 

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. 



TU^CSWTOI) DAVID H. ARRINGTON OIL & GAS, INC. P ^ ' M M S 
P.O. Box 2071 Fax:682-4138 
Midland. 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. Arlington, 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, 

Enclosure 



PARTIAL ASSIGNMENT OF OIL AND GAS LEASE 

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

COUNTY OF LEA $ 

THAT, David H. Arrington Oil & Gas, Inc., whose mailing address is PO Box 2071, Midland, 
Texas 79702 (hereinafter 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 77007, 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 royalry 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 leasehold 
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 leasehold 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 tennination of the Subject Leases 
as to the Subject Lands and minerals covered and affected by said renewal, extension or new lease. 

As to the interest being assigned to David H. Arrington 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 to 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. Arrington Oil & 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 WHEREOF, 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 EL. ARRINGTON OIL & GAS, INC. 

t S David H. Arrinetc David H. Arrington, President 

ACKNOWLEDGMENTS 
STATE OF TEXAS $ 

$ 
COUNTY OF MIDLAND $ 

This instrument was acknowledged before me, a Notary Public, this j day of $e.)o . 2000, 
by David H. Arrington, President of David H. Arrington Oil & Gas, Inc, a Texas corporation, on behalf of 
said corporation. .v\«»,,,,""«///., 

\ Notary Public in and for the State of Texas— 



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. Arlington Oil & Gas, Inc. to Ocean Energy Resources, Inc. et al 

Oil and Gas leases: 

Date: 
Recording: 
Recording: 
Lessor: 
Lessee: 
Description: 

Date: 
Recording: 
Recording: 
Lessor: 
Lessee: 
Description: 

Date: 
Recording: 
Recording: 
Lessor: 
Lessee: 
Description: 

December 1, 1999 
State of New Mexico VO-5671 
998 OPR 12, Lea County, New Mexico 
State ofNew Mexico 
Dale Douglas 
E/2SE/4 of Section 21, T16S, R36E, Lea County, New Mexico 

December 1,1999 
State ofNew Mexico VO-5672 
998 OPR 8, Lea County, New Mexico 
State ofNew Mexico 
Dale Douglas 
S/2SW/4 of Section 22, T16S, R36E, Lea County, New Mexico 

< 
December 1,1999 
State ofNew Mexico VO-5673 
998 OPR 4, Lea Counry, New Mexico 
State ofNew Mexico 
Dale Douglas 
NW/4 of Section 27, T16S, R36E, Lea County, New Mexico 

END OF EXHIBIT 



CHESAPEAKE OPERATING, INC LAND DEPARTMENT 
P.O. BOX 18496 
OKLAHOMA CITY, OKLAHOMA 73154-0496 

LYNDA F. TOWNSEND, CPL/ESA 
LANDMAN 

405/879-9414 
405/879-9535 FAX 
ltownsend@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, 1/4th 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. 

Lynda F. Townsend 

7 ,.~"> -̂>n 



CHESAPEAKE OPERATING, INC 

-AUTMOnOATlON POH tXPOtXTU**-
Profact Ar-us: U M I O W 
Wad Kama: Teague 1-22 

O-iraenr, O n i f i i l l Opareang. ate 
A r t * 100073 

tsaeina mat atocOan S-tM-MC 

C00€ 
r w i o j 
230100 
210101 
230102 
230103 
230109 
230104 
200103 
230100 
230107 
230111 
230 t ! J 
230115 
2301 H 
23C120 

TANCBUE C 
Tubulars 

Lease c s u c * - * - ! 

TANGIBLES 

V\CSK DESCRIPTION 
Conductor. 
Suff ice Casing: 
Intermediate Casino: 
Production Casing: 
CrJUng Uner 
Production Liner 
Float Equipment 
Tubing: 

'rY-itr.ead Equipment 
Ccv»r:nole Equipment 
A.-ifcjal Lift-Pumping Unit 
P'ocucuon Equipment 
Corrorisso'/Compression 
Ppearo Equfnent 
Ncn-Controlable Equipment 
2CS Contingency 

Total Tangfcae Costs 

«75- 13 3.0* 
4.300- 9 

12.850" 5 1/2" 

County. Stale: Lea. heaa I 
Oala: February 19, 2000 

Total D a d * . 12.OS0* 

cooe 0MTANGI8I_£ COSTS WORK OeSCRIPTrON DRY HOLE F*RCOOCaTl-t 

233400 Location: Roads. Loc*4*On.Pta 333.OOO. 00 ru.-ooan 
233401 Oatrvjgaa SS.000.00 ts^csxoo 
233402 Qo>raiiaiiai<aJ PaYiqa S1.000.00 S1.00000 

233403 T l k O p H - t i t SS.000.00 a^tOOSufa 

233404 Seew-acCoaU SO. 00 taja" 
233403 Racttrmtton 112.000.00 S12.000.00 

23340S Oraang: TopOrtvaj SO.OO taoo 
233404 Plpalne CoruarucUon SO. 00 SCLOO 

233410 Crtar^ Corrractor 30 daya Q SS.IOOMay 3220,000.00 S220.000.00 

233411 C%trcdofiai Sarvloaa S1S.000.00 S1S.0O0LOO 

233413 R t j Uoc«Yjj«oMOarn>c4ti->lon S2S.000.00 S2S.000.00 

233414 Contract Labor S20.000.00 S30,000lfi0 

23341S B4S 335.000.00 SSS.OSO.00 

23341* Supplaa and UWUaa S2.0O0.00 SXOOOuOO 

233420 Camant Conductor SO.00 SO.00 

233417 Carnant Surtaoa Caaa-g . SS.000.00 SS^OQuBO 

233420 Can-art MarmadaaW Caatng St5.000.00 S1S.00CL0O 

233424 Cament Pt-tdutxton Case-g SO.00 S23.000.00 

233423 Camant Drajng Uner S0.00 SO.00 

2334S2 Carnert PiudvuUun Uner 30.00 S A M 

233411 MudUg-srs) S12.000.00 t12L00«L0B 

233411 Cktang FUde, Mud. Warn . S3S.000.00 S33.0OO-0O 

233421 Ortl StrtnQ tavp+cttoft S3.000.00 S3,000.00 

233423 Opan Hoes LotsoInQ S30.000.00 S30.SO0.00 

233427 Fe>na-g SO.00 SO.00 

233421 rjm-nhola Rental Eefue^ment S3S.000.00 S3S.0OO.0O 

233430 Corrceatton: CompeatlonLM SO.00 S23, QDO.nO 

233431 Caaad Hoia Loookig/PerroraUng SO.00 S13.000.00 

233433 Jarang SO.00 saoo 
233434 Forrrurtion SuYrajlatlon so.oo $75,000-00 

233437 Genarat Surfaca EOfJpment Rental S3S.0OO.0O S4S.000.00 

233431 Trarisportatlon SS.OOO.OO ss.ooaoo 
233441 Frac Fluid Hatrtofl so.oo SCOO 
233442 BlowouCA"Liiare^ndee so.oo sojcn 
233443 Company SvoaevislorVEriglrteering S2S.000.00 330,000.00 

233444 CortsuSanU S22.000.00 SZ2.000.00 

233440 Company Ovarhaad S1S.000.00 S20.000.00 

233447 Insuranoa SS.OOO.OO ss.ooo.oo 
233449 Major Construction Ovtrrhaad SO 30 S2.000.00 

233410 P\*2 to Abandon so oo so.oo 
2CN Contingency S123.0O0 50 31 SS.OOO.OO 

TOTAL I N T A N G ; " U _ E 3 Tctal intangible Costs S7S4.XO 00 3973.000.00 

so.co so.oc 
$3,300 00 39.000.00 

SM.300.00 SM.000.00 

so.oo S7S.000.00 
30 CO so.oo 
30 X SO 00 

32.XO 20 SC.COO 00 
30 CO 343.000 00 

sc :o $7.000 00 

sc :•: 33 .000 X 

sc :c SO X 

sc :c UO XO X 

so :o 3C.CC 

$c :c S O X 
3C X SO. CO 

f.i.XC X S^O.000 oo 

$79.XO X $274,000 CO 

S3-7.300 3Q SI.232.000 CO 

CP£=ATC"I s < » " : • . »_ 

'1 

S C - O P E R A T C S S *p? = r.. 

THE COSTS 17EU:ZIZ Z ; r.-.3 J -£ -.= £ f 3" M- "53 ZftLY. BY EXECUTION OF THE AFE. T.-iz .vCvCPr.-^"3 iZ-PEES 
PROPORTIONATE SHAPE CF A^L AZTUAL COS'S .SCURRED IN THE REFERENCED OPERATION. 



CHESAPEAKE O P E R A T I N G , INC. LAND DEPARTMENT 
P.O. BOX 18496 
OKLAHOMA CITY, OKLAHOMA 73154-0496 

LYNDA F. TOWNSEND, CPL/ESA 
LANDMAN 

405/879-9414 
405/879-9535 FAX 
Itownsendi^hesapeake-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, 174th 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. ^—\ 

Lynda F. Townsend 

Z 339 478 931 



CHESAPEAKE OPERATING, 4VC 

\̂rr><m\xxT>CM pon «PwrxTva--s-

V M Harna: Teague 1-23 
Operator- C T n e - i n t i OpereUng. toe 

A n * tooo?* 
Speot-e. I M W/2 aVecOon a - i a a - M C 

cooe 
233400 
233401 
233402 
233403 
233404 
23*405 

2 » 4 0 t 
233410 
233411 
233413 
233414 
233413 
233410 
23342* 
233417 
233420 
233424 
233423 
233452 
233410 
29341* 
233421 
233423 
233427 
23342* 
233430 
233431 
233433 
233434 
233437 
233433 
233441 
233442 
233443 
233444 
23344S 
233447 
233449 
2334 SO 

TOTAL 

COOE 
23010a 
230100 
230101 
230102 
230103 
230109 
230104 
230105 
230103 
230107 
230111 
23C1IJ 
230115 
2C0MS 
23C120 

IrrTANCtSLE COSTS 
Location: 

Drang: 

Cwiaeetam: 

INTANGIBLES 

TANGIBLE COST 
Tubulars: 

WORK 0ESCRIPT10N 
Conductor 
Surface Casing: 
Intermediate Cu ing : 
Production Casing: 
Cnfllng Liner. 
Production Liner 
- o a t Equipment 
Tubtng: 

YVeJneod Equipment 
Ccwnhoie Equipment 
A.--ncj l Ul-Pumpipg Lint 
P'ocueion Equipment 
Comprssso'/Corr-pression 
P p e i r e Equipment 
Ncn-Controttaole Equipment 
2C% Ccnl*igency 

Total Tangible Costs 

County, Slate: Lee. New " l i * u i 
Dale: February I t . 2000 

Total Depot 12.337 
Fcjrmaoorv Lower ' 

vvofw oes&upnoH DRYHOLE PROOUCSR 
Rooda, Lecadon. P*s S3S.000.00 tSaxaWJO 
Darnegee SS.000.00 
Oc>en¥r«»ntal Fas-cat S1.000.00 
TsjaOi-Mona SS.000.00 t S j a j a -
Seewrec Coats SO.00 » 0 J O ' ' 
Rectfe-MSta- 112.000.00 SI2.000.00 
TapOrtva so.oo SOJJO 
PipeeY-a CuneUucUon SO.00 M u t S 
CkSra-Contractor. SS day* Q 3S,10OAsey S22O.O0O.0O S230.000L40 
Ot^cOonal Servtcee 319.000.00 S1e\0MuSO 
Rkj lAonfcallnrvOanioba'ljMon S2S.000.00 325.000.00 
Contract Labor S20.000.00 SCAOOOJM 
84a 355.000.00 SSSVOOtLOO 
Suppoe- and UUSJas S2.000.00 S3.00OJ1O 
Carnanl Conductor SO.OO SOLOO 
Camant Surface Caalng , SS.000.00 SSLOOtLOO 
Cetnenl aslarlMdataa Caafcig' SI 5.000.00 S1SJ0SJB0 
Cernanl PttaSticaon Caalng 50.00 aQ3t,00QjB0 
Camant Ortang L e w SO.OO SOLOO 

CamartProo^ct lonLher SO.00 tooo 
><u<ILawl-« SI 2.0OO.00 rajawun 
OrSsrq Flatta. laud. Coam. S35.000.00 y . ^ r r T ) ne 

OrC SUfeiQ aMp*K0on S3.000.00 SXO00LOO 
Opan Hoes Loggt-tj S30.000.00 S30.CWL0O 

Fej l * tg SO.OO M u t t 
r>-Mthoa> Rental EVsue-rnart S3S.000.00 333,000.00 
CornpaMlon U n i SO.OO S2S.00OJQO 
C a - ^ Hc4a LOCoeVPantereung so.oo 515.00000 
Jatdng so.oo SO.00 
Formadon Stimulation so oo S75.0OCLOO 
Surface E^uasrnanl Rental S3S.000.00 S4a.ooo.oo 
Ti*inapo*taOon S3.0CO.00 SS.000.00 
Frac F U d rtaulolT so.ee JO. 00 

8ta-ro-AVEi-ietoer*ciee so.oo sooo 
Company Supervaucrv""j«irio»nrig ss.ooo.oo SCO.OGtXDO 

C^crtsutanls 322. OOO 00 S22.000.00 

Cornpany Overhead Sl 5.000 00 S20.000.00 

Insuranca SS.OOO.OO 3o.0O0.00 

Major Construcllon Overnead so oo S2.0OO.0O 
Plug lo Abandon 30.00 so.oo 
2C% Contingency S123.COOOO S1S3.000.00 

Total tmarcit+a Costs $76*.XO 00 S973.0OO.0O 

so.oo so.oo 
475' U 1/f 33.000.00 SS.OOO.OO 

4.300" » 5.3- 35d.CO0.00 354.000.00 
12."SO" 3 1.T SO.OO $70,000.00 

30.00 so.oo 
SO CO so.oo 

S2.CO0.C0 S3.COO CO 
12,250- 2 r.s- SC 00 343.000.00 

SO CO 37.000.00 

sc co SS.OOO.OO 

sc :o SO X 
SO CO 330.COO CO 
SC CO 30 CO 
SC CO SO.CO 
SC CO SO 00 

SH.COO CO H«.COO.CO 

$79,000 CO $274,000 00 

3o47.00O.CO $1 252,000.00 

C^CPE3>~CR S *?~^Z 

THE COSTS ITEWZEO r.v T-lS AFE APE £ 3' W~ "£S C*LY 3Y EXECUTION OF THE AFE. TnE SCN-CFiPATZP AOPEES TO PAY ITS 

PROPCPr.CNATE SHAPE OF ALL ACTUAL COSS 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 
ltownsend<@chesapeake-€nergy.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 ofthe 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, / / 

Lynda F. Townsend 

Z 303 927 638 

NEW MEXICO 
DISTRIBUTION 

AKM 
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LsRec 
Other 



V 

CHESAPEAKE OPERATmSO, M C 

AlfTHORXZATICN POH tXFtNDfTUHE 
•d A m i : Lua i t jMa County. State: L e e . N a w H t m t 

w e 1 risen*: Teaaaio 1,22 Oate: February 1 * 2 0 0 0 

c >li i 'Tim CmttMpotmt Opanskipj, t io . Total Oepdv 12.SS0T 
A n * 100073 r i I I I I a l t I I I 111 l l l * a i > t | . t , l 

Spec h g l j n t : H P t i r r t i n 22-1*6V3ae 
. - W i * ' ' 

h g l j n t : H P t i r r t i n 22-1*6V3ae 
. - W i * ' ' 

cooe •4TANOJBLE COSTS WORK DeSCRIPTION DRY HOLE PRCCIOCBt 
233400 Location: Roads, LoceDDn. Pta S3S.000.00 t ^ e f l a j t o 
233401 Damage*: t^rxXLOO 
233402 QovaiiailtfSal PsaTQt 31.000^00 WJO*U»*;! 

233403 T U a O p t e n s SStOO&OO 
213404 SeiaiTecCoats SO.00 • -(MetVW -DC.-i 
233409 Radanvstton S12.000JO 
23340S TopOrtve t o n ttuOO ' 
23340* Ptpoirie Oire*uxlico. SO.00 

3770.000.00 133410 Ortang Coretaeter. 3* daya Q SS.IOOMey S220.000.00 3770.000.00 
233411 Dlracuravj<Sarvloaa S11.000.00 SISJSOOJX 
233413 S2S.0O0.00 S2SJJ0OSO 
233414 Contract Labor S20.000.00 SSÔ XkCJLOO 
23341* eaa sss\ooo.oo I I I I mil in 
23341* S u p ^ end UtSrJee S2.000.00 fT.MOOO 
23342* Camant ConJuclor taoo ' SCLOO • 
233417 Camant Suratot Caofcej *3j000.00 
233420 C e m e n t 1 1 1 Caaaaa' S1S.O0tXO0 W M * ) 
233424 C^amar4PTSOt>o9s<lCaat1g SO.00 *r*i.CB>no *•'•• 
23342* CcfiMnl OfflnQ takMf SO.00 IDJOO ' ; 

2334*2 SO.00 ....e)BJ|* "••f\ 
23341* MudLoggtig i . S : s ' : ' y - • *12^00tUO 

23341* Ortstig puts, tkat, Omm.' fya^nnenn 

233421 f i mm s ia a i *• . . . - ^ a — . 
UITISBW1Q mm%P90mm 

t3.000.00 ST.OOO no 
233423 Opto Hot* Logging 330,000.00 330,000.00 , 
233427 FtaNng SO.00 tooo 
23342* O O V t T t f W l e ) RaWatafJ B l J l B ' t p f f M n t 335,000.00 nvooojo 
233430 CotnplatJon: CorncSttlOn L M taoo 175 OOfi on 
233431 Catad Holt LoggeVParfbreflng SO. 00 S1SJ30O00 
233433 Jetting SO.00 taoo 
233434 Formation Sttrrijlatlon SO.00 $75,00000 
233437 Oenerar. Surface Cojtdprntnt R t rd l l S3S.000.00 sm.ooo no 
23343* Tnuwpertaoon S3.000.CO SSVMOLOO 

233441 Fracr luaSr lauM so.oo 30.00 
233442 WnirotitnSrnMgariclM SO.00 S A M 
233443 Company Supana1aa>r«a^igBM*rlng S25.000.00 S3O.0O0 00 

233444 ConsutantS S22.0O0.O0 322.000.00 

23344* Company Overhead S1S.000.00 320,000.00 
233447 Insurance SO.000.00 an/e^nno 

23344* Major Construction Overhead SO.OO 32.000.00 
233450 Plug to Abandon SO.00 SOLOO 

20% Contingency S12S.00O.O0 S1S3.00S.00 

TOTAL INTANGIBLES Total Intangible Costs S7SS.0O0 00 SS7S.000.00 

CODE TANGIBLE COSTS WORK DESCRIPTION 
230104 Tubulars: Conductor. SO.OO SO.OO 
230100 Surface Casing: 475' 133/*- ss.ooo.oo SS.000.00 
230101 tmerrnedlate Casing: 4.300' »5/8- S9S.0O0.0O S9S.000.00 
230102 Production Casing: 12.05C S I /2 " 30.00 370.000.00 

230103 Drtlung Uner SO.OO SO.00 
230100 Production Uner so.oo so.oo 
230104 Float Equipment 32.000.00 33.000.00 
230109 Tubing: 12,290* 2 7f|- SO.00 343.000.00 
230108 Lease Equipment: Welfnaad Equipment 30 00 S7.000.00 
230107 Oownhote Equipment so.oo SS.OOO.OO 
230111 Artificial Lrn-Pumping Un i so.oo so.oo 
230113 Production Equipment so.oo S3O.000.00 

230119 ConvpressorAConipnnslon SO 00 SO.OO 

230114 Plpelne Eoulprnant so.oo SO.00 
230120 Non^CoraYolatse Equaomant so.oo $0.00 

20% Contingency 313.000.00 S4S.000.00 

TOTAL TANGIBLES Total Tangacaa Costs S79.000.00 S274.000.00 

Total Costs SS47.00O.00 31.252.000.00 

Prepared by 

OPERATOR'S APPROVAL: 

OPERATOR'S APPROVAL:. 

NOf+OPERATOrTS APPROVAL OATE. 

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 OPERAVON. 



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 
ltownsend<^hesapeake-energyxom 

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 ofthe 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. 

Z 303 927 636 

NEW MEXICO 
DISTRIBUTION 

AKM ' [RHIV^ 
TLW - CAH ^ 
SCO RGG ' 
HJH " hfsfir, 
JML •-* Prospect 
GSD " LsRec 
LFT /- Other OmfU**e 



CHESAPEAKE OPERATING, HC 

•":••.;: 
Prop tot Area: LrnAnopM County. S U U : Lee. Near Ha alrie 

yv< l l t m T M f M V a Oate: FabrvaarlaXaMO 
c IpOflrtOR CttaMkpMtte OptflrttQQ, I M C Total Depth: 12,330* 

AP(]«t 100073 Fofntaejon: • • • •- |M>J| 
«P»» K a t M t V»a» i r t» l l l 22- l4U33«g 

cooe MTAteTaaBLE COSTS vuomoeacftatPTKM DRY HOLE •" faOOUCM 
T t l l f r l r Locattrarc 334000.00 *3a\0fJ0 j l i 
133401 O W N Q H tS.00000 ej Lff*ajaat 1 ' 
233402 SI .000.00 t l jOOtXM' 

f f t apgeQ *>tt-frff*f TtJeO-pS***** 1*1,000 00 
t l jOOtXM' 
f f t apgeQ 

233404 S e a - ^ Coats SO.0O 
312.00O00 233403 Rei lanes* in SI2.000.00 312.00O00 

233403 Dtmna: TopOr tM so.oo MuOO 
29340* Pt?eanaC4*-a-eruCDbil saoo mM 
233410 0ra*axCe>r*s«*»r. 3SdojaOM,100>a4-, 3220.000 00 S22B.GOOJ90 
233411 Deecctonarf 3tjr\4cee S1S.000.00 Sla .00000 
233413 325,000.00 4aQ9ba00QU00 
233414 C o n t t M Labor 320.000.00 
23341* B U 355.000.00 

23341* Tta,rii*ei •MllWBTaj* 32.000.00 
23342* Cement Cvnduoaoc 30,00 
233417 Cement S-arkc*Cae*ig . 35.000.00 

233420 Camant aakarmadtaaa CaaJnej* S15.000.00 
233424 Camant Pterfucetal Caatag 30.00 4taa9jQ0aaae0jaal 
233423 Camant Drang Uta r SO.OO * 0 J X 
2334*2 CMartPtodbrafeaiLlnar . saoo foursj 

S12J30qj» 
aeo^ae*,**. 

23341* I M U t g g l n g S12J39O00 
foursj 

S12J30qj» 
aeo^ae*,**. 2 * 3 4 1 * Drmne FTratde, Mud, C h a m ' S33.000.00 

foursj 
S12J30qj» 
aeo^ae*,**. 

233421 O m 8trtraj ha*aKe*r*a*i S3.000-00 n.ftiwro 
233423 Open H a * lagging 330.000.00 330,000X0 
233427 Ftertng SO.00 SOuOO 
23342* Otiwnhoto R M > W Eojaatpnwnt 335.000.00 S3S.0O0.0O 
233430 Ccrrceedon: C o n i j i M l m U n l 30.00 S25,000J>3 
233431 Cai—d Hohi L o ^ i t f f f w f a r t i q SO.00 S13.00O00 
7VHT1 J«aing SO.OO saoo 
233434 Fonniitton SdnVaiaattM So.oo S7SJXMX0 
233437 Oenarat rJurf*»EoM»l>*>"*r>en1al S39.000.00 S49.00O00 
23343* Transportation 33,000.00 35.000.00 
233441 Frac F U d Hautofl 30.00 SO.00 
233442 o^OwOlJlAvnaiap/ancaw SO.OO SO00 
233443 Company Super«e'Jrjr¥*&s>noar1ng S2S.O0O.O0 S3O.0OOX0 
233444 CoratafJrAts 322,000.00 S22.000.00 
23344* Cornpany Ovamaad 115.000.00 320,000.00 
233447 Inauranoa SS.000.00 36,000X0 
23344* Major Construction Overhead S0.00 32.000.00 
233450 Plug lo Abandon so.oo 30.00 

20% Corajnaency S12S.0O0.00 3193.000.00 

TOTAL INTANGIBLES Total imangJble Costs S7S4.0O0.0O S97S.000.00 

rate 

COOE TANGIBLE COSTS WORK ASCRIPTION 

230108 Tubulars: Corrdijctor SO.OO SO.OO 
230100 Surface Casing: 475' 1 1 W SS.OOO.OO SS.000.00 
230101 Irnefi-rtedTrate Casing: 4.300" 937S* S33.000.00 S59.000.00 
230102 Production Casing: 12.050* 5 1/2* SO.OO S7S.000.00 
230103 Dnfflng Uner 30.00 30.00 
2301 OS Production Uner 30.00 SO.OO 
230104 Float Eo^rejment 32.000.00 ss.ooo.oo 
2301OS Tuteng: 12.250* 2 7/S* SO.OO 343.000.00 
230100 Lease Equipment: Wosnead Eo^rlpment SO.OO 37,000.00 
230107 Downhole Equapmonl SO.OO SS.OOO.OO 
230111 Aruffcial l jn-Pum**«j Un i SO.OO SO.OO 
230113 Production EfitMpmanl so.oo S30.000.00 
230115 Cornpres*uxrCoriTt>fTassM>n 30 00 so.oo 
230119 Pipelne Eo^japrnenl so.oo so.oo 
230120 rton-Coimulat'e Equipment so.oo so.oo 

20% ContlTKTency 313.000.00 349.000.00 

TOTAL TANGIBLES Total Tarotaa Costs S79.000.0O 3274,000.00 

Total Costs SS47.00O.O0 51.252.000.00 

Prepared by: 

OPERATOR-S APPROVAL: 

OPERATOR'S APPROVAL. 

Approved by: TJT^h' 

NON-OPERA TCR'S APPROVAL. 

mE COSTS ITEMIZED ON THIS AFE APE 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^!NC. LAND DEPARTMENT 

P.O. BOX 18496 
OKLAHOMA CITY, OKLAHOMA 73154-0496 
405/879-9414 
405/879-9535 FAX 
ltownsend(^hesapeakerenei^.com 

LYNDA F. TOWNSEND, CPL/ESA 
LANDMAN 

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 td 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 ofthe 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. 

Very truly yours, / / 

Lynda F. Townsend ' 

Z 303 927 637 

NEW MEXICO 
DISTRIBUTION 

AKM C 
TLW 
SCD 
HJH / 
JML ' 
GSD s 
LFT / 

RH IV 
CAH -
RGG 

Prospect 
LsRec 
Other 0># 



CHESAPEAKE OPERATING, M C 

W M reama: Toagaja 1-22 
Operator? CheMoselbi Oparaong. Inc. 

A n i t 100071 
( twsce^l j rat V«T2 Oace-cn 22-1 *»>O0e 

cooe 
2)3400 
233401 
2B3402 

2)3408 
233401 
233403 
233410 
233411 
233413 
233414 
23341S 
233413 
ZU423 
233417 
233420 
233424 
23342S 
233432 
233419 
233419 
233421 
233423 
233427 
23342* 
233430 
233431 
233433 
233434 
233417 
23341* 
233441 
233442 
231443 
233444 
233449 
233447 
233449 
233450 

WTAr40«JU COSTS WORK OeSCPJPTION 

TtaOranfona 

Drteng: Top DOW 
Plput j i i ConfrtnjcOon 
D t m ^ C o t t n x t a r . SSOayeQ Se.'OOAlay 

R t g l 
Contract Labor 
B4j 
SupceeeartUtatlea 

Corner* Surface Caeleg , 
Cen-ertlr*aiTrDeo)44e Casing' 
Ceff lml Pivvfojcfluil Q M B I Q 
Camenl Drttng Usar 
Coment ProouctajA LJnor 

r > t l n g r l a o ^ U u 4 . a M 
Otal SbfeiQ Iflriptjctoo 
OpM Holt * ̂ 00***Q 
Fejning 
Doamhot* R o - U Eft<a$ment 
CorrtrAetlon U n i 
Cased Hot. Logge-ayParexetlng 

•^TANGIBLES 

Forrruevtcfi SOrnvrMlon 
rturrtceEcya-pmar* Rental 
Tlwnporurtton 
Frocr-luldrle-jtatT 
BkMCUVEwratnclm 
Cornpony 8up»rv»ton/Er>>n«4nng 
Consular*] 
Company Overhead 

Iraurirtce 
r^JorComtructJr^CnrorMod 
Plug ta Abandon 
20% Contingency 

Total IrrtangKe Costs 

County, taste: Lee. Meet laejeae 
Om*: February 1e\2«X>0 

TotoJ Depth: 12.SS0* 
Formrjljori: l»oww Meja4aatppl . . 

-v--f4"-
DRYHOLE 
ss&oo&oo 

33,00000 
31,000.00 
Sâ OOOOO 

30.00 
112.000X0 

30.00 
30.00 

3220.000.00 
314.000.00 
323.00000 
320.000.00 
355.000X0 

32.000.00 
30.00 

35.000.00 
313.000.00 

30.00 
30.00 
SO.00 

SI2.00000 
S3S.000.00 
33,000X0 

330,000.00 
30.00 

333.000.00 
30.00 
30.00 

S0.00 
SO.OO 

339.000.00 
33,000.00 

30.00 
30.00 

325.000.00 
322.000.00 
S1S.0O0.0O 
SS.OOO.OO 

so.oo 
so.oo 

S12S.0OO.OO 

S22O.0OOXO 

noooojo 
t ' f f . fr*Wotl ' 

ST000X00 

mm::?. 

930*000*00 
SOOO 

S3S.00O00 
SSssSeOOOUQO 
S1S.0OOXO 

•0.00 
173,00000 
340.00000 

33.000.00 

S30.00O00 
322.000X0 
320,000.00 
39,001X00 
32,00000 

30.00 
S1S3.000.00 

S7SS.O0O.O0 S97S.0O0.0O 

CODE TANGIBLE COSTS WORK DESCRIPTION 
23010S Tubulars: Conductor. SO.OO 30.00 
230100 Surface Casing: 475' 13 W SS.OOO.OO 39.000.00 
230101 Irterrrtedtate Casing: 4.300' tutr S3S.000.00 150.000.00 

230102 Production Casing: 12.950- 5 1/2" 30.00 379,000.00 
230103 OttangUner SO.OO SOOO 

230109 Production Linar SO.OO 30.00 

230104 Ftael Erjulprnont 32.000.00 33,000.00 

230105 Tubing: 12.250' 2 7/S- SO.OO 343.000.00 

230109 Lease Equipment: Werttead Equipment so.oo S7.000.00 

230107 Oownhote Eouiprnent 30.00 SS.OOO.OO 

230111 Artificial LaVPufiipIno Una 30.00 so.oo 
230113 Production Equipment 30.00 330.000.00 

230115 Cor-vpresswrTCompressfon SO 00 SO.OO 

230119 Pipeene Equipment so.oo 30.00 

230120 NorvControtabie Equipment so.oo 30.00 
20% Contingency 313.000.00 349,000.00 

TOTAL TANGIBLES Total Tangcat Costs S79.000.00 3274.000.00 

Total Costs SS47.0O0.O0 31.252.000 00 

Prepared by: 

OPERATOR'S APPROVAL:. 

OPERATOR'S APPROVAL., 

NON-OPERATORS APPRCVA. 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 OPERAVON. 



HAK 15 2000 

CHESAPEAKE OPERATING, WC 

ICtAree-, L fMOlQMa County. State: Lee. New H i fci 

wa • Na-me* Teagera 1^2 Oate: February 1e\ 2000 
c IpiMon Cleaeuapeeita OrpereMng, tne Total Depth: 12.950-

A n * 10*073 Foaisaflon: * • l i *Tt te l i i l |a j l ' 
Ing Ura*c VW2 «>ct»w 22-1««-3»e 

cooe •VTAN033LE COSTS WORK Deacxpjmn DfTVfeOLJB 
233400 UxatOK Rf>4dB. f j04*a3t ln. P * 3 333,000.00 
233401 Oetnaoat 33.00000 trl frktimif'^' 

tljOOSult*^, 233402 Governmental F**rtos S1.000.00 
trl frktimif'^' 
tljOOSult*^, 

233403 TWOpMem 33,000.00 

trl frktimif'^' 
tljOOSult*^, 

233404 SeemrfcCcets SO.00 .*~*f*L9gxf 
31-WtWJo''". 233409 Rectamebon S12.000.00 

.*~*f*L9gxf 
31-WtWJo''". 

233409 Dr«ng: Top Drive 30.00 •OOO 
nrie*rti rmii>iif.Hnn saoo 

233410 0<-eang Cone-actor. »deyaaS9.10OMay S220.000.00 eaQSÔOOOeOO 
233411 Da-ecttta-aalSMfVa-sM S1S.OO0.0O 
233413 Rig MobBsyaajDnrL3lfl10talzflBK*el 325.000.00 S2Se0Cr>sVO0 
233414 Contract L»bof 3*9X000.00 
233419 Bt> 333.000.00 f-Iff.flW-flff 
23341* 
23342* 

ttuppaei ond L43TBM 
Pena-art Conductor 

32X00,00 
SO.OO 

233417 Camera Su t ra Ceaing S3.00O00 
233420 Cement aatiaierleta Caaiic $15,000.00 
233424 C4Miwnl Pradiflr*tofl CwinQ saoo 
233423 C « n i n l M > ] U n i r to.oo torn 
2334*3 Cwiwat PivdMeton UM*T saoo • OAM • 
23341* Ijejd Loggk-cj . . . S12X0O00 
23341* D f ln* nut**. Hud. Owov *3s,ouaoo 
233421 Offl StrtfiQ hMpeKttOA 33,000X0 
233423 Open HcOJ Utgrjng 330,00000 yw.ffwoB , 
233427 r*"eMng so.oo ODJOO 
23342* f f l i i iiStnit fr*l • • 4 • i WM^, AM* m^a mm~ 

U ( M W K M HrWIlM OftJtPe'TlMel $33,000.00 
233430 Cocrî Wtan; Corrc4tuon U n l SOOO S2SBO0QUDO 
233431 Ceted Hoes Lf/ggtrsj'I'eikMafl'a** saoo $15X0000 
233433 Jotting 30.00 •ooo 
233434 Formation SornuaaUon saoo $75,000.00 
233417 C « M t Surface Eouapmant Rental 33S.00O.O0 349,000X0 
23343* TransprktlatJon $3,000.00 3S.00O00 
233441 Frac Fluid H a u M SO.OO tooo 
233442 BtOTrout/EfnatQendaa 30.00 SOOO 
233443 Company SUapervlaiorirErip^rvaaring 325,00000 t*rO.0WOO 
233444 Coniutanta 322,00000 322.OOO.00 
23344* Company Overhead t l 5.000.00 320,00000 
213447 Irauranoe 39.000.00 SO.OOOOO 
233441 Major Corattuctlon Overhead 30.00 32,00000 
233430 Plug to Abandon 30.00 SOOO 

20% Conungancy S12S.000.00 3193.00000 

TOTAL INTANGIBLES Total Intangtea Costa S798.000.00 3979.000.00 

,'7».: 

COOE TANGIBLE COSTS WORK DESCRIPTION 
230109 Tubulars: Conductor 30.00 30.00 
230100 Surfaca Casino: 475* 13 3 / r $9,000.00 39.000.00 
230101 Irttermedurte Casing: 4.300* tuv 359,000.00 359.00000 
230102 Production Casaig: 12.450* 5 1/2* SO.OO S79.00O.0O 
230103 Dnlling Uner SO.OO SO.OO 
230109 Production Uner so.oo 30.00 
230104 Floel Equipment 32.000.00 33,000.00 
230103 Tubing: 12,250* 2 7/8- SO.OO 343.000.00 
230109 Lease Equipment: Welttead Eo^itpment SOOO S7.0OO.0O 
230107 Downhole Equipment 30.00 SS.000.00 
230111 Artificial Uft-Pumping Una. so.oo so.oo 
230113 Production Eoutprnent so.oo 330.000.00 
230115 Con*4*n9UorA*Corr«>eaajon SOOO SO.OO 
230116 Pipoene Eoutornent so.oo 30.00 
230120 NorvControsable Equipment so.oo 30.00 

20% Contingency $*.3.rjoo.eo 340.900.00 

TOTAL TANGIBLES Total TanoUe Coats S79.000.00 3274.000.00 

Total Costs 3947.000X0 SI J52.000.00 

Prepared by: 

OPERATOR'S APPROVAL. 

OPERATOR S APPROVAL.. 

NON-OPERATOR'S APPROVAL 

Approved by: J ^ L -

..., J. /o. Jcxo 
Steve L . H o l x f i e l 

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 REFERENCES OPERATION. 



MAR 15 2000 

CHESAPEAKE OPERATING, INC. LAND DEPARTMENT 
P.O. BOX 18496 
OKLAHOMA CITY, OKLAHOMA 73154-0496 

LYNDA F. TOWNSEND, CPL/ESA 
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, 1/4th 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. ^— 

Lynda F. Townsend 



CHESAPEAKE OPERATING, INC. 

-^AUTV-ORIZATION FOR EXPKH0O\>RS-
Prefect Area: Lovington County. SUM: L u . N n Ukustort 
Wel No/no: Teague 1-22 Oau: February 14, 2000 

Clporaux: a n t t i l h Operaong. inc. TouyOepev 12.oS0r 
Are* 100073 n min •"jiionii 

Spoctng Uni* W/2 Section 22-103-306 

cooe H4TANGIBLE COSTS WORK DESCRIPTION ORY HOLE PSC>OUCSR 
233400 Location: Roads. Location. P i t 335,000.00 333,00000 
233401 0an*ajgea 35.000.00 39.00000 
233402 CjowentrnarrUrt FaVot 31.000.00 31.00000 
233403 TToaOpMona 35.000.00 S3O0O00 
233404 SeanaoCosU 30.00 saoo' 
233403 Rectartatgon 112.000.00 312.00000 
233400 t i reVg: Top Drive 30.00 SOOO 
23340S Plpotne Construction saoo taoo 
233410 OnTJng Corrtractor 39 daya O JO.IOOMay S22O.0OO.OO 3220.000.00 
233411 OlrecUonat Servlcaa S1S.000.00 313,00000 
233413 Rig Mc«u^uonrDemoc4liatlon S2S.000.00 
233414 Contract Labor 320,000.00 330,00000 
233413 Baa 155 000 00 155.00000 
23341S Suppees and UUaUes 32.000.00 33.00000 
23342S Carnant Conductor 30.00 saoo 
233417 Cement Surface Casing 35.000.00 35.00000 
233420 Cement IntermedaHa Casing" S15.000.00 S15.00O00 
233424 Cement Prroour-Oon Casing saoo 123,00000 
233429 Carnant CT99ng L k w 30.00 SO00 
233452 Camant Production Uner saoo taoo 
23341S faVjdLogoeig 312.000.00 312.0DO00 
233419 DrSang FVals. Mtat Cham. S3S.0O0.0O 135.0OO00 
233421 DnS String Iraupecoon 33.000.00 33,000.00 
233423 Open Hoet Logolng S30.000.00 130.000.00 

233427 Fatting so.oo taoo 
233429 f>-ernnola Rental r£ouh^rnent 335.000.00 335,000.00 

233430 Cimt |40 l>Mi : Completion Unit SO.00 323,00000 
233431 Cased Hole Logg^rigrPerforallng SO.OO 315,00000 
233433 JetUng SO.OO tooo 
233434 Formation Stimulation 30.00 375.00000 
233437 General Surface Ersutprnant Rental 333,000.00 349,00000 
23343* Trarisporlauon 33.000.00 35.00000 
233441 Frac Fluid HautoS SO.OO 30.00 
233442 Blowout/Enteroencles SO.OO saoo 
233443 Company SupervaUortlErtgiruMnng 325.000.00 330.00O00 
233444 Cortsulants 322,000.00 322.000.00 

233449 Company Overhead S15,000.00 320.000.00 

233447 Insurance SS.OOO.OO 19.00000 

233449 Mafor ConstnjclJon Ova mead SO.OO 32.000.00 
233450 Plug to Abandon SO.OO SO.OO 

20% ConUngency S128.0OO0O 3193.000.00 

TOTAL INTANGIBLES Total Intangible Costs S788.000 00 S97S.00O.00 

COOE TANGIBLE COSTS WORK DESCRIPTION 

230103 Tubulars: Conductor. SO.OO SO.OO 

230100 Surfaca Casing: 475 13 3/8- 18.000.00 38.000.00 

230101 Irrtermedlate Casing: 4.300' 0 5/8" 158.000 00 SSS.0OO.0O 

230102 Production Casing: 12.850- 5 1/2- 30.00 378.000.00 

230103 Dnlling Liner 10.00 30.00 

230109 Production Uner SO.OO to.oo 
230104 Float Equipment S2.000.00 13.000.00 

230105 Tubing: 12.250' 2 7/8- 30.00 343.000.00 

230100 Lease Equipment Wellhead Equipment SO 00 37.000.00 

230107 Downhole Equipment SO.OO 35.000.00 

230111 Artificial Un-Pumping Unit 30 00 SO.OO 

230113 Prrxluction Equipment SO.OO 130.000.00 

230115 Compressor/Compression 30 00 30.00 

2M118 Pipeline Equipment 10.00 SO.OO 

230120 NorwComrotable Equipment 30.00 SO.OO 
20% Contingency S13.000 00 348.000.00 

TOTAL TANGIBLES Total Tangible Costs J79.000 00 3274.000.00 

Total Costs S847.0OO.M 31.2!2.000.00 

THE COSTS ITEMIZED CN 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. 



PULtl iNIROY GROUP 

March 14,2000 

Mr. Robert Heffher 
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. Heffher: 

Pure Energy Group holds an interest in the above captioned land. Before signing 
and rettuning 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 Truly, 

G. Bailey Wojods, Jr. 
Pure Energy Group 

700 N. St. Mary's Street, Suite 1925 • San Antonio, Texas 78205 • Phon<-:210.472.1122 • Fax:210.2Z5.2928 


