May 3. 2002

CERTIFIED MAIL/RRR

Robert J. Bullock. Sr.. Trustee r'b o
Robert J. Bullock. Jr.

C/O Carter Castell

245 South Seguin

New Brauntels. Texas 7S139-5124

Re: Well Proposal — Blue Fin “237 No. | (the "Well™
1913 Feet FNL. 924 Feet FWL.
Section 23, T-16-S. R-33-E. N.MUP.ML
Lea County, New Mexico

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

Dear Minerai Owner:

TMBR/Sharp Drilling, Inc. ("TMBR™) proposes the drilling of the Well at the
indicated location to an approximate depth of 13.200” subsurrace. or to a depth surficient
to test the Mississippian Formation. whichever is the lesser depth. Site preparation and
dniling operauons will be commenced in the next few days. An Authority for
Expenditure ("AFE™) is enclosed detailing estimated anticipated expernditures for the
dnlling, testing. casing, competing, stimulation and equipping of the Well.

The Real Estate Records of Lea County, New Mexico indicate that you are
presently vested with ownership rights in the E/2 NE/4 of said Section 25 in 2.8571 net
mineral acres. or 3.5714%. for a N/2 unit participation ot 0.8928%.

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

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



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

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

If there are anv questions. comments or additional information needed. please
contact Lonnie Armold or the undersigned. Thank vou for vour consideration of our
proposal.

Yours truly,

TMBR/SHARP DRILLING. INC.

Den isj.{//%/

pkins. CPL
Land Manager

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

By:
Name:
Title:
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Tuly 1, 2002

Rick Montgomery

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

Midland, Texas 79702-2776

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

Rick:

Our well proposal letter was sent to the above trustee. as trustee f/b/o Robert J. Bullock,
Jr.in care of Carter Casteel. The return receipt was signed for May 7, 2002.

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

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

Yours truly,

,//1

| duy

Depnis J. Hopkins

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

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

June 27, 2002

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

Midland, Texas 79702-7970

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

Dear Ms. Hopkins:

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

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

Sincerely,

//.:‘ ’ / :
(o (e

CARTER CASTEEL

cc: Our File

cm6:Butlock Hr.wpd
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2. Article Number
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7002 04kL0 DOO2 0073 5332

PS Form 3811, August 2001

Domestic Return Receipt
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EXHIBIT =A™
Attached to and made a part of that certain Joint Operating Agreement dated
effective April 20, 2002, by TMBR/Sharp Drilling, Inc.. Operator.
Al Lands subject to this Agreement:

Township 16 South. Range 33 East. NMPM.
Section 23: The North Halt' (N 21, containing 320 acres. more or less

Lea County. New Mexico

B. Restrictions as to depth:

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

D. Addresses of the parties to this Agreement:

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

P. O. Box 10970

Midland. Texas 79702-7970
Telephone: (915) 699-5050
Facsimile: (916) 699-5083

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

¢/o Carter Castell

245 South Seguin

New Brauntels. Texas 78139
Telephone:

Facsimile:
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INWITNESS SWHEREOF this agreementshall be cttectne as ot the _20th day of April .
L 2002
AMTTEST OR WITNESS: OPERATOR

IMBR Sharp Drillling, inc.

By

Ty pe or Print Name
Title: Jefferv D. Phillips, President
Date:

Address: P O Box 10970, Alidiand. Texas 79702-7970__

ATTEST OR WITNESS: NON-OPERATORS

By:-

Tyvpe or Print Name
Title:-Robert L. Bulloch. Sr.. Trustee

Date:

Address:

ATTEST OR WITNESS:

By

Type or Print Name
Tile

Date:

Address:

ATTEST OR WITNESS:

By

Type or Print Name
Tule:

Date:

Address:

ATTEST OR WITNESS:

By

Type or Print Name
Title:

Date:

Address:




EXHIBIT “A»

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

Lands subject to this Agreement:

Township 16 South. Range 335 East. N M.P.M.
Section 25: The North Half (N/2). containing 320 acres. more or less

Lea County, New Mexico

Parties subject to this Agreement and their respective percentages of

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

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

Total: 100.00000%
Addresses of the parties to this Agreement:

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

P. O. Box 10970

Midland. Texas 79702-7970

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

c/0 Carter Castell

245 South Seguin

New Braunfels. Texas 78139
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DPERATOR

TMBR/SHARP DRILLEING.INC.

Jeffres D. Phillips, President

NON-OPERATORS

Printed Name:
Printed Title:

Printed Name:
Printed Title:

Printed Name:
Printed Title:

-15-

By:

Printed Name: Robert J. Bullock. Sr.. Trustee
Printed Title:

By:

Printed Name:
Printed Title:

By:

Printed Name:
Printed Title:
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Chesapeake Energy CoOIrD.

Street. Apt. No.:
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item 4 if Restricted Delivery is desired.

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

B Attach this card to the back of the mailpiece,
or on the front if space permits.

] Agént
X ] / O Addressee
B. Recei y ()!’rinted Na C. G ivery
P b

1. Article Addressed to:

CHESAPEAKE ENERGY CORP.
P. 0. BOX 18496
OKLAHOMA CITY, OK 73154-0496

D. Is delivery address different from item 1? [ Yes
If YES. enter delivery address beiow: O No

3. Service Type

K Certified Mait [ Express Mail
O Registered [ Return Receipt for Merchandise
[ insured Mait Jc.onb.

4. Restricted Delivery? (Extra Fee)

O Yes

2. Article Number
(Transfer from service labei)

7002 0O4e0 0002 0073 5325

PS Form 3811, August 2001

Domestic Return Receipt

102595-01-M-2509
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Chesai)eake

May 22, 2002

VIA UNITED PARCEL SERVICE

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

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

Dear Mr. Hopkins:

Land Department

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

return copies to Lynda Townsend.

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

Sincerely,

Chesapeake Exploration Limited Partnership

Sara L. Caldwell
Land Tech

Enclosure

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

Chesapeake Energy Corporation

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

405.848.8000 * fax 405.879.9535



TMBR/ Sharp Drilling, INC.

! AFE Numoer a1 23-Apr-02 |
AUTHORIZATION FOR EXPENDITURE Iweli No .
52 Name [‘Sme lCaunn:Pansn ‘:}Locauon'
srin ll New Mo el DOLVIND A P24 WL see 25 TGS R BSE
et | COSTTO K COMPLETION U TOTAL
e : INTANGIBLE DESCRIPTION | CASING POINT ‘! COST WELL COST :
Surveyvs Permuts Bonds . 1200 : 1.200
- 'Roads Locaton Damages 30000 “ 30,000
Moo yemoo 27000 i 27.000
< 1Driliine Coniract- :
C Dun sote SUdats AUSSSI0 du , 100440 25.550 | 426.000
Foolas: ' i !
S Compwenon Lot 13 days AUS 2000 day ‘ ! 30.000 30.000
< {Mud:Chamucals [ 35000 l 35,000
+ Water i 18000 ; 3.000 21.000
i+ {CementCemennng Services [ 20000 | 36.000 56.000
Fuer Electncty:Generator/ights ! 28200 ! +.800 30.000
2 {Bus [ 55000 1 65.000
.3 |Reamers staoilizers ! 15000 15,000
4 iService Equipment | 2000 5.000 7,000
'¢ {Equipment rentals 10000 35.000 45,000
v | Wire ine Unit
~ 1Mud LoggingPaleoiBioassay 18000 18.000
.5 |Open Hote Logging 25000 25.000 50,000
19 |Dnil Stem Testung and coring 20000 20,000
20 | Tubular inspectonvTesting 3000 1.500 4,500
21 I Transportation (land) 3000 2.000 5,000
22 |Equipment tnspectionstesting 2500 2.000 4,500
21 |Casing Crews Tongs 4500 5.000 9.500
24 |Dnlling Qverhead 3500 1,500 8,000
23 ISupenvision j 2750 5,500 8,250
25 |Cased Hole Logging & Perf 5.500 5.500
17 (Sumutauon 100.000 100,000
18 |Producuion Tesung 10.000 10.000
29 |Compieuon Fluds [ 2.500 2,500
30 {Fishing Tools. Supervisor 5000 5,000
i |Contract fabor 2500 3.000 5,500
32 [Insurance 8756 2,919 11,675
33 |Plug and Abandon 15000 15.000
34 |Contingency (7%) | 53784 21195 $74,979
TOTAL INTANGIBLE ESTIMATED COST i $822.130 $323,974 $1,146,104
TANGIBLE DESCRIPTION il
35 Conductor |
36| 500 of 13 3/8"54.5 @15.50/FT  Surface Casing / 7.750 7.750
17| 5000 of § 5:8" 408 @ 13.00/FT Intermediate Csg 65,000 65,000
% {ntermediate Csg
9 [ntermediate Csg
20 112,500 0t 7" 268 @ 11.50/FT Production Csg 143.750 143,750
<1 H1S0U ot 4 12" 11.608 (@ S 751 Liner 8,625 8.625
<2} 13800 of 2 7/8" 5.508 @3.20:/FT  Tubing 44,160 44,160
43 Tubing
4 Tubing
15 {Wellhead Equipment 4,200 9.000 13,200
36 |Float Equipment 4.000 7.000 11,000
47 [Liner Equipment 12.000 12,000
<8 |Pumping Unit/ Base/ Engine
49 {Sucker rods, Polished Rods
50 |Producing Equipment, Tank Battery, Flowline 60.000 60.000
s1 {Flowlines, Vavies, Fittings/Connections 8.000 8,000
52 (Packers & Other Subsurface Tools 6.500 6,500
53 |Compressor
s4 {Miscelaneous Sale [tems 5.000 5,000
s JContingency (7% 5,667 21,282 26,949
TOTAL TANGIBLE ESTIMATED COST | $86.617 $325.317 $411.934
TOTAL AFE ESTIMATED COST $908.,747 $649,291 $1.558,038

APPROVAL AND ACCEPTANCE

Participant_Chesapeake Operating,

Inc.

- 0.7031%

Titie Aubred K. McClendon, CEQ

Signature/,

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

HEREIN SET OUT.

I Wish w be covered by TMBR/Sharp's blow aut insurance.

X

Date

I DO NOT Wish o be covered by TMBR/Sharp's blow out insuraace.

May 15, 2002




May 3. 2002

CERTIFIED MAIL/RRR

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

Re: Well Proposal — Blue Fin 23" No. 1 (the “Well™
1913 Feet FNL, 924 Feet FWL,
Section 25, T-16-S. R-35-E. N.M.P. M.,
Lea County, New Mexico

Proposed Total Depth — 13.200 teet subsurtace or to a depth
sutficient to test the Mississipptan Formauon. whichever 1s
the lesser depth.

Gentlemen:

TMBR Sharp Drilling, Inc. ("TMBR”) proposes the drilling ot the Well at the indicated
location to an approximate depth ot 13.200° subsurtace. or to a depth sutficient to test the
Mississippian Formation, whichever 1s the lesser depth. Site preparation and dnilling operations
will be commenced in the next tew days. An Authority for Expenditure (“AFE™) is enclosed
detailing estimated anticipated expenditures for the dnlling, tesung, ccsing, compeung,
stimulation and equipping of the Well.

The Real Estate Records of Lea Countv. New Mexico indicate that you are presently
vested with ownership rights in the W2 NE/4 of said Section 25 in 2.2500 net mneral acres. or
2.8125%. tor a N/2 unit participation ot 0.7031%.

The leases owned by vou and the associated ownership rights are set torth in greater
detai] on Exhibit A", attached hereto. A proposed form of Operating Agreement 1s enclosed tor
your consideration.



Chesapeake Energy Corp.
May 3, 2002
Page Two

Please :ndicate vour desire to parucipate 11 the proposed Well by executing this letter 1n
the appropriate space(s) below and returning one original signature page to the undersigned
within thirty (30) days of receipt ot this letter with a check for the appropriate percentage of the
costs estimated on the AFE and the executed signature pages to the Operating Agreement. The
tailure to respond to this proposal in the allowed time will be treated as an election not to
participate in the Well, and vour ownership rights will be recognized as would a non-participating
co-tenant, and appropriate action wiil be taken with the New Mexico Oil Conservation Division
to consolidate these nterests into the N2 spacing unt for the Well. As an altermanve, should vou
with to farmout or enter :nto a term assignment of vour leasehold interest we would be happy to
discuss such a rade with vou.

If there are any questions. comments or additional informanon needed. please contact
Lonnie Armold or the undersigned. Thank yvou for vour consideration ot our proposal.

Yours truly,

TMBR/SHARP DRILLING. INC.

Denmis J. Hopkins. CPL
Land Manager

AGREED AND ACCEPTED THIS _ 15th DAY OF _May . 2002,
for participation in the Well for the 07031% ownership vested in Chesapeake Energy--(Gorp-
Operating, Inc.

By: I'Z;Z}/I/T)/A/i/&\———"‘“
Nagk?: AubreL[. McClendon
Title: _CEQ {/ /




EXHIBIT *A”

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

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

Legal Description: ~ Township 16 South, Range 35 East. NM.P.M.
Section 25: W.2 NE/4




VAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE VI
continued
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47 ARTICLE IX.

48 INTERNAL REVENUE CODE ELECTION

409

<0 This agreement ts not intended 10 coreate, and shall not be construed to create. a relationship of pafinership of an association

$1 for profit between or among the parties hereto.  Notwithstanding any provision herein that the rights and liabifities hereunder are several
and not Joint or collective. or that this agreement and cperations hereunder shall not consutute a partnership, 1f. for federal income tax
3 purposes. this agreement and the operations hereunder are regarded as a partership, each pary hereby atfected elects 1o be excluded
$4 from the application ot all of the provisions of Subchapter “K”, Chapter |. Subtutle “A". of the internal Revenue Code of 1986, as per-
35 mutted and authonzed by Secuon 761 of the Code and the regulations promulgated thereunder. Operator 1s authorized and directed 1o ex-
6 ecule on behalf of each party hereby atfected such evidence of this election as may be required by the Secretary of the Treasury of the
57 Unned States or the Federal Internal Revenue Service. including specifically, but not by way of limitation, all of the returns, statements,
%8 and the data required by Federal Regulations 1.761. Should there be any requirement that each party hereby affecied give further
9 evidence of this election, each such panty shall exccute such documents and furnish such other evidence as may be required by the
60 Federal Internal Revenue Service or as may be necessary to evidence this election. No such party shall give any notices cr take any other
61 action inconsistent with the election made hereby I any present or future mcome tax Jaws of the state or states in which the Contract
62 Area Is localed of any future wmcome tax laws of the Unied States contain provistons simuar to those in Subchapter "K', Chapter !,
53 Subtitle “A". of the Internal Revenue Code of 1986. under which an election similar to that provided by Section 761 of :he Code 15 per-
54 muted. each party hereby attected shall make such election as may be permutted or required bv such laws. in making the foregoing elec-
63 ton. each such party states that the mcome derived by such party from operatons hercunder can be adequately derermined without the
66 computation of partnership taxable incore.

12
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ARTICLE XV
N MISCELLANEOUS

This dereement shall ve binaing

GenAnd sno crure I0Lhe benenit of the parmes nereio and o ther respective newrs. devisees,

D) TEDIRSET TN @5, LTS ANQ s IEny

Thisnstrument mas pe 2nesuted 1 oans Damter o sc

ares gash orwhisy

i ne 2rsidered an ongmat tor atl surnoses

CWITNFSS WHERLOF this agreement ~haa e erestve as o0 20th 24yt Aprif vear) _ 2002

B Re-PaaDre Gt } BHSFOrR o . } Ais-tha-the iy
2 PNITRR BTN CRIVENToRT" o tod—bree e Bt E o rma i a8 Aladel 4 n at 2

: Hohrent = # = : EHorh— s 2 R HORS Ot atORS e tAaR-thas e

1y . . G to-theForm-
e YPERATOR

‘ TMBR/SHARP DRILLING,INC.

1o
NE
2 By:
22 Jeffrey D. Phillips, President
24
to} SONS-OPERATORS
i‘) YATES PETROLEUS CORPORATION YATES DRILLING COMPANY

2

3

12 By:

33 Printed Name: Printed Name:

34 Printed Title: Printed Title:

3 MYCO INDUSTRIES, INC, ABQ PETROLEL M CORP

8

9 By:
40 Printed Name: ' Printed Name:
41 Printed Title: Printed Title:
42

33 CHESSPECKEENERGY-CORE
43 Chesapeake Exploration .Limited Partnership

j: 4/122ii;7 //4;j: i;,

- By
47 A

Printed \arﬁm{ry J. W'/ Printed Name:
Printed Title: Senior Vice President-land and  Printed Title:
) Legal of Chesapeake Operating, Inc.,

General Partner of Chesapeake Exploration
Limited Partnership

Y

A W e e
B N A

3
oo

60
61
62
A3
64
65
66
67
68
69

S15-



STATE OF TEXAS
TOUNTY OF MIDLAND

This instrument was acknow ledgeda betore me on the 20

®ldav or Apni. 2002 by jetfrev D.
Phitlips. President of TMBR: Sharp Dnlling. inc.. 2 Texas corporanon. en behalf of sad corporation

Notary Public, State of
?rinted Name:

Commuission Expires:

STATE OF
COUNTY OF

PR

This instrument was acknowledged before me on the

day ot . 2002 by
of

.a
corporanon. on behalt of sad corporanon

Notary Public. State or
Printed Name:

Comumussion Expires:

STATE OF
COUNTY OF

PRI

This insoument was acknowledged betore me on the

day ot . 2002 by
of

carporation. on behalf of said corporanon

Notary Public, State of
Printed Name:
Comurrussion Expires:

STATE OF
COUNTY OF

S s

This insrument was acknowiedged before me on the

day of 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF __ OKLAHOMA §
COUNTY OF _OKLAHOMA §
This instrument was acknowledged befi Zlst 4, May 2002 by
Henry J. ({laedpenior Vclcg%re%ldeﬁgm%%g and"’ﬂ'g'a'I ¥ Ch_-—esapea-E'e Operating, Inc.,
m&?xhesapea@ Exploration Limited Partnershlp
/-' WO T.q&‘-")

] i
/y’!’l,

Notary Public, Stats of _Oklahoma

w”/mm\\“\

S Printed Name: Sandra L. Mathis
C'}}*-o 2 Commission Expires:___May 5, 2006
(-y* 3 Commission Number 02007701

0y,

"’////

Ay n\“\\
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) Exploration Limited ,
(hesapey ket-ptrgrearn. Partnership

By 5 —

Fypeor Print Name | T
Fige:1ENTY J.Hood, Seniar Vice President -

-bme—_land and Legal of Chesapeake Operating,

—-axduress_Lnc., General Partner of Chesapeake
Exploration Limited Partnership
Date: May 21, 2002

Address: P.0O. Box 18496
Oklahoma City, OK 73154-0496




STATE OF TEXAS N
COUNTY OF MIDLAND N

This instrument was acknowiedged betore me on the 20" day or Apni. 2002 by Jerfrev D.
Phillips. President of TMBR/Sharp Drilling. Inc.. a Texas corporanon. on behalf of said corporauon

Notary Public. State of
Printed Name:
Commussion Expires:

STATE OF N
COUNTY OF N
This instrument was acknowledged before me on the day ot . 2002 by
.a

of
corporation. on behalf of said corporation.

Notary Public, State ot
Printed Name:
Commussion Expires:

STATE OF 3
COUNTY OF N
This instrument was acknowledged before me on the day of. 2002 by
of .a
corporanon. on behalf of said corporaton,
Notary Public, State of
Printed Narne:
Commuission Expires:
STATE OF N
COUNTY OF N
This instrument was acknowledged before me on the day of 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF __ OKLAHOMA §
COUNTY OF _OKLAHOMA _ N
21st May 4 2002 by

This instrument was acknowledged before
Henry J. Hood, Senior Vice Premdento—nl{ 3 and‘fé'ga‘r C}T'_T"esapea s Operatlng, Inc.,

General Paﬁﬁper of Chesapeake Exploration Limited rartnersnip.

\\\\\“6 'Z’q/ PR
N Ny L Pefiiong i
§“\ ‘:ﬁ"‘gTA ,?’ Notary Public, State of _Oklahoma —
g f"le L hEat Printed Name: Sandra L. Mathis T e
£ {  Pusuc Commission Exp May 5, 2006 o
E_; = lg-,-’-r.g?f Commission Number 02007791

%% Fano’

%, C g0 3




EXHIBIT "D"

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

«

Operator shall procure and maintam. at all umes white conaucting operations under this
Agreement. the following insurance coverages with limits not less than those specified below:

A Worker's Compensation Statutory
Ltmplover's Liability 3100.000 eacn accident

B.  Comprehensive General Liabilin
inciuding:
(a) property damage and bodily
injury labiliny including.
but not limited to. losses
resulting trom expiosion.
colilapse. underground damage:

and
{b) contractual liabilin assumed $1.000.000
under this Agreement. Combined single limit

C.  Comprehensive Automobile Liability

covering owned. non-owned and hired $1.000.000

vehicles. Combined single timit
D.  Umbrella Liability

in excess of A (except Worker's $20.000.000

Compensation). B and C above Combined single unut
E.  Cost of Well Control and Operator's $5.000.000 OEE and

Extra Expense. including Care. Well Control

Custody. and Control Coverage $250.000 CCC

2. The insurance described in 1.above shall be carried at the joint expense of the parties hereto and all
premiums and other costs and expenses related thereto shall be charged to the Joint Account ir. accordance
with the Accounting Procedure attached as Exhibit "C" to this Agreement.

3. Operator shall use every reasonable ctfort to have its contractors and subcontractors comply with
applicable Worker's Compensation laws. rules. and regulations and carry such insurance as Operator may
deem necessary, unless a Non-Operator provides evidence that it will provide it- -
coverage.

4. Operator shall not be liable to Non-Operator tor loss suffered because of insufficiency ot the insurance
procured and maintained for the Joint Account nor shall Operator be liable to Non-Operator tor any loss
occurring by reason of Operator's inability to procure or maintain the insurance provided for herein, and if
at any ume during the term of this Agreement. Operator is unable to procure or maintain said insurance.
Operator shall promptly so notify Non-Operator in writing.

3. In the event of loss not covered by the insurance provided for herein, such loss shall be charged to the
Joint Account and borne by the parties in accordance with their respective percentage of participation as
determined by this Agreement.

6. Any party hereto may individually and at its own expense procure such additional insurance as it desires:
provided, however, that such party shall obtain waivers by t he insurer of all right of subrogation in favor of
the other parties.

ya



U.S. Postal Service:

. CERTIFIED:.MAIL RECEIPT’

(Domestic Mail Only; Nq_m_surﬁnce Coverage Provided) -

SENDER: COMPLETE THIS SECTION

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

Print your name and address on the reverse
s0 that we can return the card to you.

Attach this card to the back of the mailpiece,
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ELIM
CORPORATION

7T
.......................................................................

105 South Fourth Street
Artesia, NM 88210

June 21, 2002

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

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

Gentlemen:
Please find enclosed your AFE and JOA signature pages to the captioned well
which have been fully executed by Yates Petroleum Corporation, Yates Drilling

Company, Abo Petroleum Corporation and Myco Industries, Inc.

Thank you.

Very truly yours,

YATES PETROLEUM CORPORATION

/(/(/2 174,/34(/(2;/\
Robert Bullock
Landman

RB:bn
enclosure(s)



WI BR/ Snarg

Jrawer mQ7O
“Mdlana. Texas 79702-T:70
115-899-5050

May 3. 2002
CERTIFIED MAIL/RRR

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

Abo Petroleum Corp. (10%)

105 South 4" Street

Artesia. New Mexico 88210

Re: Well Proposal — Blue Fin “23™ No. | {the "Well™)
1913 Feet FNL. 924 Feet FWL,
Section 25. T-16-8. R-35-E. N.M.P.M..
Lea Counrty, New Mexico

Proposed Total Depth - 13.200 teet subsurtace or to a depth
sufficient to test the Mississippian Formation, whichever is
the lesser depth.

Gentlemen:

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

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

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



Yates Petroleum Corporation et al
May 3, 2002
Page Two

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

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

Yours truly,

TMBR/SHARP DRILLING, INC.,

S

De ms ns. CPL
Land Manager
AGREED AND ACCEPTED THIS DAY OF , 2002,

for participation in the Well for the 0.078125% ownership vested in 'Yates Petroleum
Corporation, Yates Drilling Company, MYCO Industries, Inc., and Abo Petroleum Corp.

By:
Name:
Title:




EXHIBIT “A”

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

Lease Dated: October 30. 2001

Recorded: Book 1115. Page 603

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

Legal Description:  Township 16 South, Range 35 East. N.M.P.M.
Section 25: E/2 NE/4




TMBR/ Sharp Drilling, INC. AFE Number “ 23-Apr-02
AUTHORIZATION FOR EXPENDITURE Well No.J.
se Name |Sm.c County/Panish Locanon:
= Fin 25 {New Mexico Lea 1913 FNL & 924' FWL . Sec. 25. T16S, R 35E
Acet COSTTO COMPLETION TOTAL
‘ode INTANGIBLE DESCRIPTION CASING POINT } COST WELL COST
:|Survevs  Perrmuts / Bonds 1200 | 1,200
> {Roads: Locauor Damages { 20000 | T 30,000
: [Mobrdernab $ 27000 J | 27.000
N anIlmg Coniract- [
<1 Duvwork 50davs At 38520 day 400440 25.560 426.000
. Foolaze
-1 Compietion Lnitz 15 davs At S 2000 dav | 30,000 30.000
3 [Mud Chemucals 35000 35.000
v |Water 18000 3.000 21.000
10 {Cement Cemenung Services 20000 36.000 56,000
11 |FuebElectneiry Generatorhghts 28200 1,800 30,000
12 {Buts 65000 65,000
i3 |Reamers: stabilizers 15000 15,000
14 |Service Equipment 2000 5.000 7.000
!5 [Equipment rentals 10000 35,000 45,000
16 |Ware hre Unit
7 IMud Logging/PaleosBioassay 18000 18,000
13 |Open Hole Logging 25000 25,000 50,000
19 {Drill Stern Testing and coring 20000 20,000
20 |Tubular inspectionv Testing 3000 1,500 4,500
21 {Transportauon {land) 3000 2,000 5,000
22 |Equipment inspectiorvtesting 2500 2,000 4.500
23 |Casing Crews' Tongs 4500 5,000 9.500
24 |Drilling Overhead 8500 1,500 8,000
35 |Supervision 2750 5,500 8,250
26 [Cased Hole Logging & Perf 5.500 5.500
2? {Stmulation 100,000 100,000
28 |Production Testing 10,000 10,000
29 |Compietion Fluids 2.500 2,500
10 | Fishing Tools, Supervisor 5000 5.000
31 |Contract labor 2500 3,000 5.500
32 |Insurance 8756 2.919 11,675
33 |Plug and Abandon 15000 15,000
34 JContingency (7%) 53784 21195 $74.979
JTAL INTANGIBLE ESTIMATED COST $822,130 $323,974 $1.146,104
\NGIBLE DESCRIPTION
35 Conductor
16 | 500" of 13 3/8" 54.5 @15.50/FT  Surface Casing 7.750 7,750
37 ) 5000" of § 5/8° 40% @ 13.00/FT  Intermediate Csg 65,000 65.000
38 Intermedtate Csg
19 Intermediate Csg
40 | 12.500" of 7" 26K @ 11.50/FT Production Csg 143,750 143,750
41 |1500°0f 3 1 2" 11.60% @ 5.75ft. Liner 8,625 8.625
42 | 13800° of 2 7/8" 6.50# @3.20/FT  Tubing 44,160 44,160
43 Tubing
443 Tubing
45 |Wellhead Equipment 4,200 9,000 13.200
16 |Float Equipment 4,000 7.000 11,000
47 |Liner Equipment 12,000 12,000
48 |Pumping Unit / Base / Engine
49 |Sucker rods, Polished Rods
50 |Producing Equipment, Tank Battery, Flowline 60,000 60,000
s1 JFlowlines, Vavies, Fittings/Connections 8.000 8,000
52 {Packers & Other Subsurface Tools 6,500 8.500
53 |Compressor
54 |Miscelaneous Sale [tems 5,000 5,000
55 {Contingency (7%) 5,667 21,282 26,949
TAL TANGIBLE ESTIMATED COST $86.617 $325,317 $411,934
TAL AFE ESTIMATED COST $908,747 $649,291 $1.558,038
PROVAL AND ACCEPTANCE

S

Pejhgeum Cyramm

0.054687%

;Abo Pe:?eum Corporgtion
{
¥ B\ z/m/; i/\

Date: & 47T

IT IS RECOGNIZED THAT AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL

0.007813%

Date: ¢ 477

0.007813%

s
Date: ¢ -

/(X/

tries, I

o[nd
X eL BV‘%

: v/
//4, ///

Date: & -

0.007813%

662
|




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

Lands subject to this Agreement:

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

Lea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

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

Addresses of the parties to this Agreement:

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

P. O. Box 10970

Midland. Texas 79702-7970

Chesapeake Energy Corp.
P. O. Box 18496
Oklahoma Citv. Oklahoma 731354-0496

Yates Petroleum Corporation
Yates Drilling Company

MYCO Industries. Inc.

Abo Petroleum Corp.

105 South 4" Street

Artesia, New Mexico 88210-2122



Blue Fin "25" No. 1

STATE OF TEXAS N
COUNTY OF MIDLAND N

. This instrument was acknowledged before me on the 20" day of April. 2002 by Jeffrev D.
Phillips, President of TMBR/Sharp Drilling. Inc.. a Texas corporation. on behalf of said corporation.

Notary Pubilic, State of
Printed Name:
Commussion Expires:

STATE OF NEW MEXICO §

§

COUNTY OF EDDY §
*

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

3 -~
4\‘ } »
My commission expires: Ay T g
1-8-2004 Notary Public, State of New Mexico

Barbara Nelson
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ik NOWITNESS WHERFEOF, dis agreement shafl be effective as of the _20th _ cas of _ Aprit

B! car 2002

N

i6 AI'TEST OR WITNESS: OPERATOR

-

I8

1y TMBR Sharp Drillting, Inc.

20

2 - By

22 Type or Print Name

23 Tutle: Jeffery D. Phillips, President

24 Date:

25 Address. P O Box 10970, Midland, Texas 79702-7970

26

28 ATTEST OR WITNESS: NON-OPERATORS

29 Yates Petroleum Corporation ,\Y}/
N

3

32 3

33 By ‘,/‘/ W -,uﬂ“ J_Lt [
REY ) g \]‘vpe or Pnnt Name T

33 Title %tf vyt P O

36 Date: . -

37 Address. o ek it Lo G s
38

39

30 ATTEST OR WITNESS:

41 Yates Drilling Company

42

43

i d / j

15 %"” T e
16 /_\'f‘vp: or Print Name '

47 Title! iteci g in bt

18 Date: o i 2
19 Address: | 0 S cuth <"V Sefesial L] AT 2w

ATTEST OR WITNESS:

g
o=

MYCO Industries, inc.

/%/,;,//t«d 2 frank Ut L

y Typeor l’nnr(lne

58 Title: _Altoy oo i fo ot

59 Date: L 2l < j

60 Address: [ b O T = VS R lvt_( s 17( [P
61

62  ATTEST OR WITNESS:

63 Abo Petrolenm Corp.

64

66 / ] /

67 By: L'/Z /7 %

68 ‘ b/ Typeorl’rin;n)nerw"" uf SN
69 Title: Y TN 7

<

[N
&

@

W
-

~ ~ta
70 Date: N s : —
T Address: 55 South ‘-\n‘l Satesie, i u\ 2l
72
kX ]
74
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AAPL . FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XVL
MISCELLANEOLUS

fhis agreement shail be tinding upon ana shall inure to the benetit of the parties nereto and 1 their respective Reirs. devisees.

lezal representatives. successors and assigns

This instrument may be executed 10 any number ot counterparts. cach of which shall be considerea an originat tor ail purposes

IN WITNESS WHEREOQF. this agreement shall be effective as of 20th Juy of \pri! veary 2002
h“\hy = h"d<«~l l} $ N HEF- B 3 "'J"%;"!v"
£ Py vy th }h »'x tsted—bal - 3 CYPIENY {hr - P_Lt POTITRLEL iV | V: PV St "_rL\sayrl“‘ I\_
vhlklna-l Y. hl’.’-—;\nw\ \r\~1».4.\ ~h .I. + - i 5—otherthan-thas \n-l~_
_ £ been-rrade-to-the-form:
OPERATOR
TMBR/SHARP DRILLING, INC.
By:
Jeffrey D. Phillips, President
NON-OPERATORS
YATES PETROLEUM CORPORATION YATES DRILLING COMPANY
%
S S 7y
/7 X—’_,_'
\/1«/7’//’ by Lo Q; 7
Prlmed.-?‘ T LS [S Pyinted \'m J L M L
Printed-Fitle: A ;I‘ o Printed Titler . - : fnal
MYCO INDUSTRIES, INC. ABO PETROLEUM CORP
-7 4 . ,
zé’/‘ / By: § “ L// -

Printed Name: - - . //, et pr.n¢¢~,m¢ i //
Printed Title: -~ 2\ 1, o . Prmted Title: . fortany W tatt
CHESAPEAKE ENERGY CORP.

By:
Printed Name: Printed Name:
Printed Title: Printed Title:

15



Blue Fin “25" No. 1

STATE OF TEXAS 3
COUNTY OF MIDLAND N

_ This instrument was acknowledged before me on the 20° day ot Apni. 2002 by Jeffrev D.
Phillips. President of TMBR/Sharp Drilling. Inc.. a Texas corporation. on behalf of said corperanon.

Notary Public, State of
Printed Name:
Commussion Expires:

STATE OF NEW MEXICO §
§
COUNTY OF EDDY §
+
The foregoing instrument was acknowledged before me this 20" day of June , 2002 by
PEYTON YATES, Attorney-in-Fact for YATES PETROLEUM CORPORATION and YATES DRILLING
COMPANY, by JOHN A. YATES, JR., Attorney-in-Fact for ABO PETROLEUM CORPORATION and

by FRANK YATES, JR., Attorney-in-Fact for MYCO INDUSTRIES, INC., all New Mexico
corporations, on behalf of said corporations.

e

My commission expires: Sen b S d
1-8-2004 Notary Public, State of New Mexico
Barbara Nelson




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

Lands subject to this Agreement:

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

Lea County. New Mexico

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

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

Addresses of the parties to this Agreement:

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

P. Q. Box 10970

Midiand. Texas 79702-7970

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

Yates Petroleum Corporation
Yates Drilling Company

MYCO Industries, Inc.

Abo Petroleum Corp.

105 South 4" Street

Artesia, New Mexico 88210-2122
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May 6. 2002

Dennis J. Hopkins, CPL
Land Manager
TMBR/Sharp

Drawer 10970

Midland, Texas 79702-7970

Re: Your AFE. JOA and Well Proposal dated May 3. 2002 and covering your “Blue Fin
25 No. | Well” to be located 1913° FNL & 924" FWL, Section 25. T16S-R35E. NMPM
Lea County, New Mexico

Gentlemen:

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

Sincerely,

F. Andrew Grooms, President
Branex Resources, Inc.

cc. Jim Bruce
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May 3. 2002
CERTIFIED MAIL/RRR

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

Re:  Well Proposal — Blue Fin 257 No. 1 (the “Well™)
1913 Feet FNL. 924 Feet FWL,
Section 25. T-16-S. R-35-E. N.M.P.M..
Lea County. New Mexico

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

Dear Mineral Owner:

TMBR/Sharp Drilling, [nc. ("“TMBR") proposes the drilling of the Well at the
indicated location to an approximate depth of 13,200 subsurface. or to a depth sufficient
to test the Mississippian Formation. whichever is the lesser depth. Site preparation and
dnlling operations will be commenced in the next few days. An Authority for
Expenditure (“AFE”) is enclosed detailing estimated anticipated expenditures for the
drilling, testing, casing, competing, stimulation.and equipping ot the Well.

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

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

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



Branex Resources. Inc.
May 3, 2002
Page Two

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

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

Yours truly,
SHARP DRILLING. INC.

Depnis J. opkms CPL
Land Manager

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

By:
Name:
Title:
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May 3, 2002
CERTIFIED MAIL/RRR

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

Re:  Well Proposal — Blue Fin 25" No. 1 (the “Well™)
1913 Feet FNL. 924 Feet FWL,
Section 25. T-16-S. R-35-E. N.M.P.M..
Lea County. New Mexico

Proposed Total Depth -~ 13.200 feet subsurrace or to a depth
sufficient to test the Mississipptan Formation, whichever is
the lesser depth.

Dear Mineral Owner:

TMBR/Sharp Dnlling, Inc. (“TMBR”) proposes the drilling of the Well at the
indicated location to an approximate depth of 13,200 subsurface. or to a depth sufficient
to test the Mississippian Formation, whichever is the lesser depth. Site preparation and
dnlling operations will be commenced in the next few days. An Authority for
Expenditure ("AFE™) 1s enclosed detailing estimated anticipated expenditures for the
dnlling, testing, casing, competing, stimulation and equipping of the Well.

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

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

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



Robert M. Edsel
May 3, 2002
Page Two

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

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

Yours truly,

TMBR/SHARP DRILLING, INC.

Wy
. Hopkins, CPL
Land Manager

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

By:
Name:
Title:
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AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982
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s instrument may be executed 1 any number of counterparts. each of which shall be constdered an onigimal tor all purposes

ARTICLE XVL
MISCELLANEOLS

‘

and shall nure 1© the benetit ot the parties hereto and o their respective heirs, devisees.

IN WITNESS WHEREOF. this agreement shall be etfective as of 20th Jay ot April tveer! __2002
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OPERATOR

TMBR/SHARP DRILLING, INC.

By:

Jeffrey D, Phillips. President

NON-OPERATORS

BRANEX RESOURCES, INC.

By:
Printed Name: Printed Name:
Printed Title: Printed Title:
By:

Printed Name:
Printed Title:

Printed Name:
Printed Title:

By:

Printed Name:
Printed Title:

Printed Name:
Printed Title:

-15-



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

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

Lea County. New Mexico

B. Restrictions as to depth:
None
C. Parties subject to this Agreement and their respective percentages of
interest:
TMBR/Sharp Drilling. Inc. 99.29688%
Branex Resources. Inc. 0.70312%
Total: 100.00000%
D. Addresses of the parties to this Agreement:

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

P. 0. Box 10970

Midland, Texas 79702-7970
Telephone: (915) 699-3050
Facsimile: (916) 699-5085

Branex Resources. Inc.

P. O. Box 2328

Roswell. New Mexico 88202
Telephone:

Facsimile:



AAPL - FORM 610RS - 1989

1 8 Other provisions

PP

IS —who-hasp d-and-cirenkited-this i foras

13 IN WITNESS WHEREOF this agreement shall be effective as of the _20th  day ot April
14 e 2002

]
16  ATTEST OR WITNESS: OPERATOR

17

18

19 TMBR Sharp Drillting, Inc.

20

210 By
22 Type or Print Name

7

23 Title: Jefferv D. Phillips, President

24 Date:

23 Address: P O Box 10970, Midland. Texas 79702-7970
26

:'7

28 ATTEST OR WITNESS: NON-OPERATORS

3t Branex Resources, inc.

33 By~
4 Type or Print Name
3 Tide:-

36 Date:
37 Address:

40 ATTEST OR WITNESS:

43 By
46 Type or Print Name
47 Title:

48 Date:
19 Address:

ATTEST OR WITNESS:

36 By

7 Type or Print Name
8 Title:

39 Date:

60 Address:

62 ATTEST OR WITNESS:

67 By:
68 Type or Print Name
69 Title:

70 Date:

71 Address:




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

Lands subject to this Agreement:

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

Lea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

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

Addresses of the parties to this Agreement:

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

P. O. Box 10970

Midland. Texas 79702-7970

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



AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XV
MISCELLANEOLS
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1o OPERATOR

TMBR/SHARP DRILLING. INC.

21 By:

22 Jeffrey D. Phillips, President

26 NON-OPERATORS

SRR

By:

<o =

Printed Name: Printed Name: Robert M. Edsel
Printed Title: Printed Title:
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EXHIBIT “A”
Attached to and made a part of that certain Joint Operating Agreement dated
effective April 20, 2002, by TMBR/Sharp Drilling, Inc., Operator.
Al Lands subject to this Agreement:

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

Lea County. New Mexico

B. Restrictions as to depth:

None
C. Parties subject to this Agreement and their respective percentages of
interest:
TMBR/Sharp Drilling. Inc. 99.84375%
Robert M. Edsel 0..13625%
Total: 100.00000%

D. Addresses of the parties to this Agreement:

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

P. 0. Box 10970

Midland. Texas 79702-7970
Telephone: (915) 699-3030
Facsimile: (916) 699-5085

Robert M. Edsel

3111 Welborn. No. 1604
Dallas. Texas 75219
Telephone:

Facsimile:
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IN WITNESS WHEREOF. this agreement shall be effective as of the _20th _ day of April
2002
ATTEST OR WITNESS: OPERATOR
TYIBR Sharg Drililing. Inc.
By
Type or Print Name
Title Jeffery D. Phillips, President
Date
Address: P O Box 10970, Midland, Texas 79702-7970_
ATTEST OR WITNESS: NON-OPERATORS
Byv-
Type or Print Name
Title:-Robert M. Edsel
Date
Address:
ATTEST OR WITNESS:
By
Type or Print Name
Title:
Date:
Address:
ATTEST OR WITNESS:
By
Type or Print Name
Tile
Date:
Address:
ATTEST OR WITNESS:
By
Type or Print Name
Title:
Date:
Address:




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

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

Lea County. New Mexico

Parties subject to this Agreement and their respective percentages of

interest:

TMBR/Sharp Drilling. Inc. 99.84375%
Robert M. Edsel 0.15625%
Total: 100.00000%

Addresses of the parties to this Agreement:

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

P. O. Box 10970

Midland, Texas 79702-7970

Robert M. Edsel
3111 Welborn. No. 1604
Dailas. Texas 75219
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May 3. 2002

CERTIFIED MAIL/RRR

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

Re:  Well Proposal — Blue Fin 25" No. 1 (the *Well”)
1913 Feet FNL, 924 Feet FWL.
Section 25, T-16-S, R-35-E. N.M.P.M.,
Lea Countv. New Mexico

Proposed Total Depth — 13,200 feet subsurtace or to a depth
sufficient to test the Mississippian Formation, whichever is
the lesser depth.

Dear Mineral Owner:

TMBR/Sharp Drilling, Inc. ("TMBR") proposes the drilling of the Well at the
indicated location to an approximate depth of 13,200° subsurface, or to a depth sufficient
to test the Mississippian Formation. whichever 1s the lesser depth. Site preparation and
drilling operations will be commenced in the next few days. An Authority for
Expenditure ("AFE™) is enclosed detailing estimated anticipated expenditures for the
drilling, testing, casing, competing. stimuiation and equipping of the Weii

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

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

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

pages to the Operating Agreement



Harle, Inc.
May 3, 2002
Page Two

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

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

Yours truly,
TMBR/SHARP DRILLING, INC.

| 4
Denms kms CPL

Land Manager

.

AGREED AND ACCEPTED THIS / < DAYOF _ . e/ , 2002,
for participation in the Well for the 0.0281% ownership vested in Harle, Inc.

By: - el AR
Name: | prrer—rr A7 ¢ otglye 1 NS
Title: A 5,0 A7 )
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13 IN WITNESS WHEREOF. this agreement shail be ettecuve as ot the _20th  wuy of Aprit
14 war 2002

16 ATTEST OR WITNESS: OPERATOR

Iy TMBR Sharp Drillling, {nc.

3 8y

22 Type or Print Name

=3 Title: Jeffery D. Phitlips, President

24 Date:

Address: P O Box 10970, AMidland, Texas 79702-7970

28 ATTEST OR WITNESS: NON-OPERATO
- /
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Harle, Inc.
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40 ATTEST OR WITNESS:

15 By:

46 Type or Print Name
47 Title:

48 Date:

49 Address:
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By:

o
o

Type or Print Name

@
o

Tide:
Date:
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STATE OF TEXAS N
COUNTY OF MIDLAND N

This instrument was acknowiedged before me on the 20 dav or Apni. 2002 by yerfrev D
Phillips. President of TMBR/Sharp Drifling. Inc.. 1 Texas corporanon. on behalt of said corporation.

Notary Public. State or
Printed Name:
Commuission Expures:

STATE OF | 2 X
COUNTY OF@ RS TS DAV R

This instrument was acknowledged before me on the
N o .
of He O g .a
corporation. on behalf of sand corporation. ,/‘\

(J@w /(JLM ol

lic. State of LD 1SN

/I ws

~e
A davof N 2002 by
N\

2o
S —
Ze s s wex

euss Mexad

OFFICIAL SEAL “otary P’
Aoy . B o P Mhme. Sy T 020 S
COMMISSION NO. 340330 Commission Expires__1 3| \% (-0
MY COMN'IS‘;mN Emerc N(]u ,r, 70C4 1 1
STATE OF o N
COUNTY OF N
Thus instrument was acknowledged before me on the day of . 2002 by
of .a
corporation. on behalf of said corporarion.

Notary Public. State of

Printed Name:

Commission Expires:

STATE OF 8
COUNTY OF 3
This instrument was acknowledged before me on the day of 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF 8§
COUNTY OF §
day of . 2002 by

This instrument was ackmowledged before me on the

Notary Public, State of
Printed Name:
Commission Expires:




AAPL FORM 610 - MODEL FORM OPERATING AGREEMENT - 1982

ARTICLE XV
MISCELLANEOUS

[
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i N WITNESS WHEREOQF . this agreement shall be erfective as of 20th day ot April vear) _ 2002
B
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14 have frade-to-thetormt:

N

16 OPERATOR

}

'8 TMBR/SHARP DRILLING, INC.

20

R By:

= Jeffrey D. Phillips, President

26 NON-OPERATORS

29 HARLE. ¥

- W  fors

33 Printed Name: Printed Name: D(L et S /L;[a e
4 Printed Titie: Printed Title:

5 /')I‘tgfdﬂ,m-(

By:

Printed Name: Printed Name:
Printed Title: Printed Titie:

By:

Printed Name: Printed Name:
Printed Title: Printed Title:
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STATE OF TEXAS §
COUNTY OF MIDLAND N

This wstrument was acknowledged before me on the 20" day of Apni. 2002 by Jetfrev D.
Phillips. President of TMBR/Sharp Drilling. inc.. a Texas corporanon. on behaif of said corperation.

Notary Public. State of
Printed Name:
Commission Expires:

STATE OF (@30 $

COUNTY OF C iy oo vy dis §

o
_T\'his instrument was acknowiedged before me on the __' =¥ __ day of "> Lxeq, 2002 by
A AR '

LTS Les T\ - R
RV g NS o of Hes s\e \gx .2
gy VA XA L) corporation. on behalf of said corporation. .-
7 : 7
/ , L .
Sss=s /?/),4/, Lf( LG g™
ICIAL L ’ e S ! [
AMY M. McREYNOLDS ~ot blic. State of Oieor

NOTARY PUBLIC-CREGON
COMMISS:ON NO 340390

MY COMIAIS N - e

Printed-Name: vy 0 M Reacids
Commission Expires: |\ [0x0 4 °

STATE OF $
COUNTY OF $
This instrument was acknowiedged before me on the day of . 2002 by
of .a
corporation. on behalf of said corporation.
Notary Public. State of
Printed Name:
Commmussion Expires:
STATE OF $
COUNTY OF §
This instrument was acknowledged before me on the day of _, 2002 by
Notary Public, State of
Printed Name:
Commission Expires:
STATE OF §
COUNTY OF §
This instrument was acknowiedged before me on the day of 2002 by
Notary Public, State of i
Pfinted Name: T gl

Commission Expires:




TMBR/ Sharp Drilling, INC.

AFE Numoper =1

23-Apr-02
AUTHORIZATION FOR EXPENDITURE Well No. 1.
Name State County. Pansh Locaton:
in 2f Sew Mevco Lea 1913 INL & 924" PWL . see. 23, T168.R 35T
G | COSTTO COMPLETION TOTAL
e | INTANGIBLE DESCRIPTION ! CASING POINT COST WELL COST |
iSur\'cxs Perrmuts - Bonds | 1200 1,200
* {Roads Locution Damages { 30000 ) 30.000 |
" 1Mob demon ! 27000 i 27.000 ‘
+{Dnlling Contract- ! i
Daywork Sidays AUSS520 day 100440 | 25.560 426.000 |
5| Footage i i
= | Complenon Lt 13 days At S 2000 day T 30.000 30.000 ]
s [Mud-Chemicais 35000 35,000 i
v | Water 18000 2000 21.000 '
. |CemenuCemenung Services 20000 36,000 56,000 !
it {Fuel Electnetty-Generator lights 28200 1,800 30.000
12 {Bits 55000 65,000
13 |[Reamers: stabilizers 15000 15,000 |
14 |Service Equipment 2000 5,000 7,000 |
15 |Equipment rentals 10000 35,000 45,000 |
io |[Wire hne Lan
17 |Mud Logging PaleosBioassay 18000 18,000
13 {Open Hole Logging 25000 25,000 50,000
19 |Dnll Stem Testing and conng 20000 20.000
20 | Tubular Inspecuow Testing 3000 1,500 4.500
21 |Transportation (land) 3000 2.000 5,000
22 [Equipment tnspectiorvtesung 2500 2.000 4,500
23 |Casing Crews/ Tongs 4500 { 5,000 9,500
24 | Drilling Overhead 6500 } 1.500 8.000
5 |Supervision 2750 5,500 8,250
26 |Cased Hole Logging & Perf 5.500 5,500
17 {Sumulation 100,000 100.000
2% |Production Testing 10,000 10,000
29 {Complenon Fluids 2,500 2,500
30 |Fishing Tools. Supervisor 5000 5,000
31 |Contract labor 2500 3,000 5,500
32 |lnsurance 8756 2,819 11,675
13 |Plug and Abandon 15000 15,000
34 |Contingencv (7%) 53784 21195 $74,979
TAL INTANGIBLE ESTIMATED COST $822,130 $323.974 $1,146,104
NGIBLE DESCRIPTION
35 Conductor
36 | 500" of 13 3/8" 54.5 @15.50/FT Surface Casing 7.750 7,750
17 [ 5000 of 9 5/8" 408 @ 13.00/FT Intermediate Csg 65,000 65,000
1% Intermediate Csg
39 Intermediate Csg 1
40 { 12.500" of 7" 26# @ 11.50/FT Production Csg 143,750 143,750
A1 1s00 ard 127 1L o0m @ 5751 Liner 8,625 8,625
32 [ 13800 of 2 78" 6.50# @3.20/FT  Tubing 44160 44,160
43 Tubing
“ Tubing
45 {Wellhead Equipment 4,200 9,000 13,200
46 {Float Equipment 4,000 7.000 11,000
47 {Liner Equipment 12,000 12,000
48 |Pumping Unit/ Base / Engine
49 |Sucker rods. Polished Rods
50 {Producing Equipment, Tank Battery, Flowline 60,000 60,000
51 {Flowlines. Vavles, Fittings/Connections 8,000 8,000
52 {Packers & Other Subsurface Toois 6,500 6,500
53 (Compressor
54 |Miscelaneous Sale [tems 5,000 5,000
55 jContingercy (7%) 5,667 21.282 26,948
[AL TANGIBLE ESTIMATED COST $86.617 $325.317 $411,934
AL AFE ESTIMATED COST $908.747 $649,291 $1,558,038

PROVAL AND ACCEPTANCE

ucipant_, //; /~"¢ ‘é' r’Jl &
L e &7 SQZ

le /‘%‘yﬁdz'L"-w_f

;o ) 7 s ’
matre Ll /Jéak

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

HEREIN SET OUT

& 1 Wish to be covered by TMBR/Sharp's blow out insurance.

I DONOT Wish to be covered by TMBR/Sharp's blow out insurance.

re) <170,
- 7/ 3

(7




