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CERTIFIED MAIL
7005°2820 0000 5800 7099

£prit 20, 2011

Adobe investrient Company
PO Box 1006
lghacio, CO'81137

Atlention: Mr. Chris Ribera

RE Township 32 North, Range 4 West, N.M.P.M.
Seclion 8:E/201Lot5
Rio-Afriba Coxrn(y_ -New texico

Dear Chris:

I am writing ‘this letter in-Order to outling the options, avaijable to Adobe-Invesiment Company, 86,1t feldtes o Energen. Késources
Corporation's {Energen’) pmpoaal lo.drift the Carracas 88116 well in"Section 8 T32N R4W Rio.Arriba County, New Mexico.

Energen's offer to'lease your 't mmera‘s is.available. This:offer is for a:benis of $10,336.00, a'20% royally and afivé jear term ds'shown
in the lease and Information previously provided.

Adobe also-could join in the:diilling and-completion of this well. An:Authorlty Tor Expenditure (AFE)is:enclosed. This AFE showsian
estimated total cost of $1,602,830.15. Please nole.that this is an gstimate only and costs could be rmre or-1ess dependent upon
problems occurring while. drif ling: A jomder would require an gperaling agreement. Energen-will.use'a 1982 AAPL Model Form Operating
Agreement. Fixed overhead rates would be $6,500.00 per morth (or drilling and $650.00.1 ey month procucmg

Your mineralinierest would: provide-you with a 5:219279% working interest inthis well. The spacing unit is.ail-of Section 8, TR2N-REW,

Rig-Arriba:County,; New Mexico..

The fast-option.would be for Energen to file:a Compulsory Pooling request with the;New. Mexico Ol] Conservation; ‘Division (NMOCD).
Cirrently orders issued by tie:NMOCD ailow for a12:5% royally diring:a 300%: payaut, which .conve rest theraalter.
The NMOCD. aiso wouldstiptilate the overhead rates Since tFis involves a: tvmety process; En=rgan process’ ng*‘(
away.

.ﬂ commen-: 2

Fam hopJuI iha iwe can.come.to-an-agreement in the:near fure. If you-have any. questions; please contact me-al:505:324-4133 or by

District Landman-

:Enclosures -
DMP/mt

oe; Carracas BB 16 wel fie

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

p——————

ENERGEN EX. NO. 4
NMOCD CASE # 14653
- MAY 26,2011




AUTHORITY FOR EXPENDITURE

ENERGEN RESOURCES

ESTIMATED WELL COSTS
AFE NUMBER S PROPERTY NUMBER 31211114 IDAYE 4/8/2011
(WELL NAME AND NUMBER FIELD OR AREA
CARRACAS 8B ¥16 Basin Fruitland Coal
OPERATOR COUNTY STATE
fEnergen Resourcag RIO ARRIBA NEW MEXICO
PROJECT DESCRIPTIOM AND LOCATION SECTION: 8 l TOWNSHIP 2N RANGE 4w
Inew Development weil PROPOSED FORMATION PROPOSED DEPTH
Fruittand Coal 7.655
[ISINGLE O expL. [JWORKOVER CAPITAL DEEPEN
Oouat CoiL GAS DEV. Ostrat.  |EINEW [m} expense | [ves o
4 ano Oeay DATE TO STARY DAYS TG DRILLCOMPLETE ORIGINAL
[IARSH O6uLr 8/112011 18 10 O SuPPLEMENT
TANGIBLES - 940 | DRY HOLE COSTS | COMPLETIONCOSTS|  TOTAL COSTS
TUBULAR GOODS
101 Conductor Pipe in. Ft SIFL. T $0.00;
106 Surfoce Casing S/8 In. 200 Fu. 20.42_$/F1. $4.084.00] $4,084.00
104 Production in. FL. $/F. $0.00]
104 First imer, 7 n, 3715 Ft. 15.57 $/Ft. £57.842.55] §57.842.55
104 Second Inter, In., Fi. SFL $0.00)
104 Prod. Liner 412 In. 990 FL 12.44 S/Ft $49.635.60 $49.635.60,
105 Rods 718 In, ,550 Ft. 3.62 SFt 12.851.00| $12.851.00
107 Tubing 23/8 In. 550 Ft. 4.40 S/Ft 15.620.00 $11,537.50
107 Tubing 144 In. 550 Fi 3.25 SFL 11.537.50 $0.00
EQUIPMENT
201 Welihead $8.499.00 $6.499.00
102,103 Tbg & Csg Acc,linet hgr, Prod Pkr. $17.499.00 $17,499.00
202,203 Production
205208 Equipment $138.000.00 $138.000.00
204 Other Valves and fittings $10.000.00) $10,000.00
TOTAL TANGIBLES $135.560.15! $188.008.50] $307.948.65
INTANGIBLES - 950
DRILLING COSTS
103 Turnkey T
103 Footage A SIFL. I
103 Day Werk 18 Da. 15.800.00 &/0a. $252,800.00;
208 Comp Rig 120 Hr, 300.00 $Hr, $36,000.00
208 Service unit $10,000.00
108 Renial Tools, Services, Chokes, Etc. $128,000.00,
107,205 Rig Moving Cost §5,000.00]
105 Other Directiona! Services $300.000.00)
CEMENTING (INCL. FLOAT EQUIP. ETC.)
102 Surface 510.000.00]
102 Intermediates $28.000.00
200 Production
201 Praduction Liners
102 Tieback String
200 Squeeze Cemt, (incl. Ret. & Pkrs.)
201 Other
FORMATION TREATMENT
207 Acidizing $5,000.00| $5,000.00]
207 Fracturing Equiptnent & Materials 50.00:
204 Frac. Fluid Gas 50.00
203.205 Tank Rental & Hauling 50,00
SPECIAL SERVICES
208 Perforation (set B.P. & Pkis., Wirgline Etc.)
150 Mud Logging Data Units $27.000.00
150 Formation Logging
160,250 Cores, DST=s, Well Testing, etc.
150 Drilling Logs (CBL. Tracer. Inspeciton, W.L.}
203 Packer & Retr. B.P.
206 Whipstocking & Sidetracking
206 Comprassors
DRILLING FLUIDS
104 Mud & Chemicals $56.000.00]
108 Water & Brine $10,000.00] _ $15.000.00
108 Other (Gas & Air)
MATERIALS & SERVICES OTHER
10 Bits & Reamors $22,565.00] 55.000.001 27.965.00]
106 Fuel $28.000.00} $5.000.00] 33.000.00
107,205 Hauling §39.600.00 $10.000.00 49.600.00
20 Tubutar inspection $0.00
105,203 Testing (Manifolds, BOP, Tbq Etc) $0.00;
105,203 Misc. Cag Exp (Run Csq. Sandblasing, Etc.} $18.000.00 $2,000.00 $20.000.00
203 Tank Rentals $1,000.00] $1,000.
203 Equipment Rentat $10.000.00 $10.000.00)
203 Misc. Exp. $64.000.00] $64,000.
LOCATION, ACCESS, CLEANUP
030 Road/Sile/Construction [ $41.000.00] T 541,000.00)
080,080 Safety/Environmental [ $27.600.00] i $27,000.00)
020 SUPERVISION & LEGAL ETC. $20.800.00] I $20,800.00
TOTAL INTANGIBLES $1.009,165.00 $188.000.00] $1,177,185.00)
Plys __10 % C: $100.916.50] $16,800.00| §1 17,716@1
TOTAL INTANGIBLES WITH 10% CONTINGENCY $1.110.081.50] $184.800.00 $1,294.861.50,
TOTAL TANGIBLES $135,560.15] $186,008.50/ $307,048.85|
GRAND TOTAL $1.245,841.85) $372,808.50] $1,602,830.15!
Partner Name:
N W1 %4 tor Comptation_____]
Date: April 8, 2011 TPannac's Apgroval
Prepared by: Devin Milis Comy Name:
[Approved by: Date:




