<

RESOURCES

CERTIFIED MAIL
7009 2820 0000 5800 7099

April 20, 2011

Adobe Investment Company
PO Box 1006
Ighaclo, CO 81137

Ailention: Mr. Chris Ribera

RE Jownship 32 North, Range 4 West, N.M.P.M,
Seclién 8" E/2 of Lot §

Rio Arriba County, New Mexico
Dear Chris:

-1 am wriling this letter i order to outline Lhe options availeble to Adobe Investment Company as i relates to Erergen Resources
Corporation's {*Energen”) proposal ta drill the Carracas 8B 16 well in Section 8, T32N, R4W, Rio Armba County, New Mexico

Energen's offer 1o lease your minerals is avallable, This offer is for a bonus of $10,336.00, a 20% royalty and a five year term as shown
in the lease and information previously provided.

Adebe aiso could join in the drilling and completion of this well. An Authority for Expenditure (AFE) isencidsed This AFE shows ian
estimated total ‘cost of $1,602,830 15. Please note that this is an estimate only and costs could be more o less cependent upon
prablems occurring while drilling. A jpinder would require an operating agreement. Energen will use a 1982 AAPL Model Form Operating’
Agreement. Fixed overhead rates would be $5,500.00 per month for dnfling and $650 GO per month progucing

Your mineral interest would provide you with a 5.219279% working interest in this well, The spacing unit is all of Section 8, T32N-R4W,
Rio Arriba-County, New Mexico

The last option would be for Energeh to file a Compulsory Pooling request with the New Mexico Off Conservation Division (NMOCD).
Currently orders-issued by the NMOCD allow for a 12 5% royally during a 300% payout, which converis 10 @ working interest thiereafler.
The NMOCD also would stipulate the overhead rales  Since this involves a timely process, Energen will commence this process right
away

+ am hopeful that we can come to an agreement in the near future. If you have any questions, please contact me at 505:324-4133 or by
‘email 3t dpodge@energen com

Yours very truly,

79—

David M. Poage
District Landman

Enclosures
DMP/mt

cc: Carracas 8B 16 well file

Energen Resources Corporation. an Lnergen Company 2010 Afton Place, Farmington, New Mexico 87401 505.325.6800

ENERGEN EX. NO. 4
NMOCD CASE # 14653
MAY 286, 2011



AUTHORITY FOR EXPENDITURE

' ENERGEN RESOURCES

ESTIMATED WELL COSTS
AFE NUMBER Si1n PROPERTY NUMBER 3121111A IDATE 4/8/2011
WELL NAME ANO NUMBER FIELD OR AREA
CARRACAS 8B #16 Basin Fritlang Coal
OPERATOR COUNTY STATE
Energen Resourcas RIO ARRIBA NEW MEXICO
PAOJECT DESCRIPTION AND LOCATION SECTION 8 I TOWNSHIP 32N |[RANGE 4w
New Development Wel PROPOSED FORMATION PROPOSED DEPTH
Fruittand Coal 7.655
[FSINGLE O exeL [JWORKOVER CAPITAL DEEPEN
DOoual Coi GAS DEV. Ostrat. [ ENew 0O  expense | Dves [ONO
Bianp Osay ) DATE TO STARY DAYS YO DRILUCOMPLETE ORIGINAL
DMARSH D6uLF 8172011 15 ] 10 O SUPPLEMENT
TANGIBLES - 940 1 DRY HOLE COSTS | COMPLETIONCOSTS|  TOTAL COSTS
TUBULAR GOODS
101 Conductor Pipe In FL $IFY
106 Surfoce Casing 9 5/8 tn, 200 Fu, 20.42 $/FL $4,084 00
104 Production in A 1,
104 First ler M 7 In. 3T A 1557 SRt $57.842 55
104 Second Inter M In, Fl SFr,
104 Prod Liner 412 1In 990 Ft 1244 _SFt $49.635 80
105 Rods ! /8 In 550 FL 362 SFL $12.851.00
107 Tubing 23/8 In 850 _FL. 440 SIFL. $15 620 00|
107 Tubing 174 In 850 _FL 325 $FL $11 537 50]
EQUIPMENT
201 Wellhead $8.499 00
102,103 Top & Csg Acc.iiner hpr, Prod Pir $17,499 00
202,203 Production
205,208 Equipment $138.000 00
204 Other Valves and fitings $10 000 00
TOTAL TANGIBLES $135.560.18 $168 008.50 $307.948.65
INTANGIBLES - 950
DRILLING COSTS
103 Turnkey T 0 00/
103 Footage £ Skt | $0 00
10 Day Work ; 18 _Da. 15,800 00 $/0a. $252,800 00 $252,600 00
208 Comp Rig 120 _Hr, 300.00_$Hr. $38,000.00] $36.000 00
208 Service unit $10,000.00 $10.000.00,
105 Rental Toots, Services. Chokes, Elc. $128,000 00, $128,000 00!
107,205 Rig Moving Cost ' 1 §5,000.00! 000 00}
108 Other Dlrecional Services $300,000 00] $300.000.00
CEMENTING (INCL. FLOAT EQUIP.ETC )
102 Surface $10.000 00| $10.000.00
102 Intermediates $28.000 00 $28.000 00|
201 Production $0 DO
201 Production Liners $0 00
102 Tieback String $0 00
201 Squeeze Cemt (inel Ret & Pkrs) 0.00
20t Other $000
FORMATION TREATMENT
207 Acdizing $5.000.00] $5.000 00,
207 Fractunng Equipment & Mpterials $0 00|
204 . Frac, Fluid Gas $0 09|
203.205 Tank Rental & Haufing $0.00]
SPECIAL SERVICES
208 Perforaton (set 8 P. & Pkrs., Wiraling Etc )
150 Mud Logging Data Units 27,000.00)
150 Formation Logging
160,250 Cores, 0ST=s, Well Testing, eic
150 Driiling Logs (CBL Tracer, Inspection, W L )
203 Packer & Rarr BP
208 Whipslocking & Sidetracking
206 Compressors
DRILLING FLUIDS
104 Mud & Chamicals $58.000 00|
108 Water & Brine $10,000 00]
108 Other (Ges & AN I
MATERIALS & SERVICES OTHER '
101 Bits & Raamars $22,565.00
108 Fue! $28.000.00!
107.205 Hauling \ $39.600 00
204 Tubular Ingpection
105,203 Tesling {Manitolds, BOP, Tbg Etc)
108,203 Misc. Cag Exp (Run Csg. §andblasiing, Eic ) $168 000 00|
203 Tank Rentals
203 Equipment Rental
203 Misc, Exp.
LOCATION, ACCESS, CLEANUP
030 Road/Sile/Construction L $41,000.00] { $41,000.00)
080,080 Salety/Environmental { $27.000.00! { $27.000 00
020 SUPERVISION & LEGAL ETC. | $20 800 00| | $20,800.00]
—
TOTAL INTANGIBLES SM $188.000.00] $1,177.185 00|
Plus__10 % Contingency 100,916 50 $16.800 00 Sm,m&:q
TOTAL INTANGIBLES WITH 10% CONTINGENCY $1.110,081 504 $184,800.00 51,294,881 50|
TOTYAL TANGIBLES $135,560 15 $188,008 50 $307,948 65|
GRAND TOTAL $1,245,641.85 £372,808 30 Slw
Panner Name
Wi %forDyhoe] ] W.L % for Complation |
Date. __Apri’6. 2011 : JPanacs Approval
Oevin Mills i Company Name:

Praparad
Approvod by:

Date.
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