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January 3, 2013
U.S. Certified Mail
Return Receipt Requested
91 7108 2133 3939 1186 0911
Mark K Nearburg
710 Dragon
Austin, TX 78734

Attn: Mark K Nearburg

Re:  Well Proposal ~ Falabella 31 Fee #6H
T18S, R26E, E2,W2 of Section 31
SHL: 150’ FSL & 2260" FWL, or a legal location in Unit N
BHL: 330’ FNL & 2310’ FWL, or a legal location in Unit C
Eddy County, New Mexico

Dear Mr. Nearburg,

COG Operating LLC (COG), as Operator, proposes to drill the Falabella 31 Fee #6H well as a
horizontal well at the above-captioned location to a TVD of approximately 3000’ and a MD of
7415’ to test the Yeso Formation (“Operation”). The total cost of the Operation is estimated to
be $3,292,000 and a detailed description of the cost is set out in the enclosed Authority for
Expenditure (“AFE"). COG anticipates that it will spud the well on or before January 21, 2013.

COG is proposing to drill this well under the terms of the modified 1989 AAPL form of Operating
Agreement which is enclosed for your review and approval. The Operating Agreement covers
(description of lands insert). It has the following general provisions:

e 200/500 Non-consenting penalty

o $5,450.00/$540.00 Drilling and Producing rate

e COG named as Operator

Carporate Address: One Concho Center 600 West lllinois Avenue  Midland, Texas 79701  eione 432.683.7443  rax 432.683.7441
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If you do not wish to participate in the Operation, COG would like to acquire a Term Assignment
of your leasehold for the following general terms:

¢ 18 month primary term
¢ Delivering a 75% NRI, proportionately reduced
» $1000.00 per net acre bonus consideration

This Term Assignment offer is subject to the approval of COG’s management and verification of
title.

If you have any questions, please do not hesitate to contact the undersigned at 432-221-0333.

Landman

Corporate Address: One Concho Center 600 West Illinois Avenue  Midland, Texas 79701  ewone 432.683.7443  rax 432.683.7441
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COG OPERATING LLC
AUTHORITY FOR EXPENDITURE
DRILLING
WELL NAME: FALABELLA 31 FEE #6H PROSPECT NAME: SPRINGFIELD 1826 717029
SHL: 160’ FSL & 2260' FWL UL-N _STATE & COUNTY: New Mexico, Eddy _
BAL:_ 330 FNL & 2310' FWL UL-C OBJECTIVE SH9 Yeso Horizontal
FORMATION: _Glorieta Yeso DEPTH: 7.415
LEGAL: SEC31 T18S-R26E AP 30-015-40211 TVD: 3,000
INTANGIBLE COSTS BCP ACP TOTAL
Titie/Curwiive/Permit 201 10,000 10,000
Insuranca 202 22,000 302 0 22,000
Damages/Right of Way 203 50,000 303 0 $0,000
Survey/Stake Location 204 3,000 304 0 3,000
Location/Pits/Road Expense 205 60,000 305 25,000 85,000
Driliing / Completion Overhead 208 2,500 306 2,000 4,500
Tumkey Contract 207 307 0
Footage Cantract 208 308 0
Daywork Contract (0 days ffspud-ris @ $0) 209 185000 308 46,000 210,000
Directional Driling Services (0 dir days @ $0) 210 180,000 310 180,000
Fuel & Power 211 42,000 311 12,000 54,000
Water 212 20,000 312 100,000 129,000
Blts 213 27,000 313 5,000 32,000
Mud & Chemicals 214 24,000 314 0 24,000
Drill Stem Test 215 315 0 [}
Coring & Analysis 218 0
Cement Surface 217 48,000 48,000
Cement Intermediats 218 0 0
Cement 2nd Intarmadiate/Production 218 0 319 85,000 85,000
Cement & Other (Kickoff 220 320 0 0
Flost Equipment & Centralizers 221 2,000 321 30,000 32,000
Casing Crows & Equipment 222 — 5000 322 12,000 17,000
ahing Tools & Service 223 323 0
Geologi/Enginearing 224 10,000 324 10,000
Contract Labor _ 225 20,000 328 21,000 41,000
Company Supervision 228 2,000 326 2,000 2,000
Contract sion 221 19,000 327 - 20,500 )
Tesung Cas 228 3000 328 12,000 15,000
It (logging 1724 days) 220 0,000 329 — 10,000
Togging 230 0,000 330 L 70,000
PerloratingWirains Barvices 231 T A% 8 50,000 53,600
SHmuation/T reating 332 750,000 — 750,000
Complation Unit 333 30,000 30,000
Swabbing Unit 334 0
Rentais~Surfaca 235 18,000 333 250,000 268,000
“Rentals-Subsurface 238 32,000 338 78, 107,000
Trucking/ForkIfYRIg Mobilization 237 43,000 337 20, 63,000
Weiding Services 238 000 338 2 7.500
W-'u?%lﬁl‘ 239 0 339 “ao.oog 40,000
"Piug 1o Abandon 240 0 340 0 0
Seismic Analyala 241 0 341 0 [}
Tiosed Loop & Environmental 204 BI,000 344 0 83,000
‘Miscellaneous 242 0 342 0 0
Cont 10% 243 B4,000 343 167,500 261,600
ﬁ%—mm 8 1,032,000 1,726, 2,758,000
JANGIBLE COSTS
Surlace Casing (8 5/8* 32# J55 LTC) 401 28,000 28,000
@Ew c«Esz_"a 68" 320 JSELTC) T 402 0 503 0 - 0
uction 512" 1 503 122,000 000
Tubl . 504 22.633 __22_'._555
'W;ﬂ%'!#pmwl 405 6,000 505 20,000 26,000
Pumping 506 60,000 60,000
Prime Mover 507 20,000 20,000
8 508 12,000 12,000
Pumpa 609 70,000 70,000
Tanks 510 21,000 21,000
Flowlines 511 8,000 - 8000
Heatar Trealer/Separator 512 30.000 30,000
“Electrical Systam 513 20,000 T 20,000
Packers/Anchors/Hangara 414 0 514 2,600 2,600
%m”.e.z 15 50 515 0000 ;
at 516 5, 5,000
rator 8§47 : __8_
2 ent 518
mm. 419 500 619 500 1,000
Contin 420 2,000 520 24,000 26,000
ggAE hom.as’ 37, 497, 534,000
T TOTALWELL cO818 1,060,000 2,223, 3,292,000
COG Operating LLC
By: Carl Bird Dats Prapared:  12/21/2012 &
COG Operating LLC
We approve: ~te.
— % Working interast /4 B2// 5795 2 By

e

Printad Name: M&M_
Titla:
Date: @t&:ﬁt’l (ZéEZ:

This AFE Is only an estimate. By signing you agree 1o pay your share
of the actual cosls Incurred,




