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%‘}'CODCHD Flat Head Federal Com #8H
COG-Devon Letter Agreement

2 CONCHO

April 25, 2013

4 RE: 21 empnt, Lea Cosontp N 78-R12 " 1

©OG Operating LLC S22NW Section 14 T17S-R32E
Devon Encrgy Production Company, L.P. N2NE Scction 14 T-175-R3ZE

Genilemen:

This betier is 10 serve the purpose of & forma) proposal of an acreage trade between COG Openating LLC
(“COG™) and Devon Energy Produclion Conpany, LP. (“Devon™) subject 1o the folfowing terms:

o COG will trade 113 43.17E3 net icaschold acres in the S2ZNW af Section 14, TI7S-RY2E
Lea County, NM (the “5/2 NW/4 Lands™) at ity existing net revepuc interest for
53 .9641405% of Devon's leaschold interest (43,5713 net leasehold acres) in the NRNE
of Section 14, TITS-R32E, La County, NM (the “M/2 NE/4 Lands") with Devon
feserving an overriding myalty interest equal to the potitive difference baween existing
burdens nd twenty-five pacent (25%). The assigment of the N/2 NE/#4 Lands from
Devon to COG wilt be in the form of en 18-month term assignment without pugh
language. Both COO and Deven shall assign their right, tide, and intereat as to all depths
below 5,000° subsurface 1o the base of the Blincbry Formation.

+ Should Devon elect to panicipate in OOG's initial well that is proposed for drilling
within & Spacing or promtion urit or praject arca that encompastes the N2 NE/M Lands,
Devon will enter into » musually sccepiable JOA with COG covering all of the 1/ NE/4
Lands and other lands within (he sppicable spacing and proeation unit or project arca,
and will pot oppose the drilling end development of Lhose izpds.

= Should Devon elect not 1o participate in the initis) well that is proposed for drilling within
2 pacing or proraion unit or projott wes that encompasses the Nf2 NE/M Lands, Devon .
agrees 1o grant COG ¢n 18-month term assignment of its remaining interest in the spacing
and promtion unit o project erea sescrving an ovemiding royalty interet equal o the
positive diffcrence between existing burdens and twenty-five percent (25%). Devon will
alio have the option 1o participate of grant » erm suigiment on subsequent wef)
proposals in the muwining wadeveloped spacing or proratisa UNIL oF projost arca that
encompasses the N/2NE larcds in the mannet of the initis|§ wetl assignment.

s COG will agree to drill two wells on the acreage subject to thal cortain tanm assignment
dated October 6, 2008 by and between Merathon Qil Carnpsmy and Hawkins Exploration, E
Inc., the second well, being in section 1 1. The timing of the wells will allow for a must ’ T - .
spud daze on or nfler April 1, 2014 for the scretige in the 52 NW Lands, !

T L e U NMOCD BASE NO. 15029
will slso agree to disraiss its Apphicasion for Designaticn of  Non-Standard Qil Spacing July 25, 2013
! Exhibit No. 3
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R and Promtion Unit aed for Compulsory Pooling under Case No. 14975 tchedided to be N
heard oo Apri! 30,2013,

a  Devon wild sgree to forego drilling its proposed wells (BAE 14 Fed Com 1H and BAE 14
Fed Com 28) in the W22 N2 Section 12, T175-RI2E and will ogroe 1o dismisy its
Applicaly for » Non dard O Spacing wid Promation Unlt and Computsory
Pooling under Case Nog. 14951 and 14952 covering the N/Z N2 of Section 14, sad will
:gmet:dim:issOOGﬁ-omiuApplimions for a Non-Stendard Oil Spacing and
Proraticn Unlt and Compulsory Pooling under Case Nos. 14953 and 14954 covering
Yands in the $/72 N/2 Section 14, T178-R32E.

« COG and Devon will trade well informatien for the respective opernied wells, being
COG"s Pan Head Feert H teu BH and Devon’s BAE FED COM #3H or B4H,

IF the above comeciiy refiects your ding of our agr , then please so Indicate by signing in
the space below, retuming one (1) exeruted oopy afthis letter to the ntientitm of the undersigned

COO OPERATING LLC

ﬂﬁ,_ﬁ’ﬁ&"’_——{f

Serfid R. Evans
Lan) Lcad- New Mexieo Ehelf

DEVON ENERGY PRODUCTION COMPANY, L.P.

Sam C. Sivton
Manager - Land tol

Corporate Aderosy: DneCorchoCentar €00 Weat Ml rons Avarve  Maghod, Tuads 79701 oume 432690 744)  1ax 430 683 1041
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= CONCHO

Flat Head Federal Com #8H Well Proposal (1-2)

Saont Certifind Mail
Recalpt #
April 3, 2013

Betty M. Dressen {aka Betty Kyte Dressen),

Trustee of the Baity M. Oressen Revocable Living Trust dated 107171977
P.O, Box 817

Los Altes, Califormia 94023-0817

Ra: [ - Head F e FSH

T17S, RY2E, Section 11 8 14

SHL: 1470' FRL & 230' FEL, or a lagal focalion in Unit A sec_ 14
BHL: 330" FNL & 330 FEL, or a lega lpeallon in Linit A sec 11
Lea County, New Mexico

Dear Baity M, Drassen,

COG QOperating LLG (COG), as Operator, proposes to drill the Flat Head Fed Com #8H wefl a3 2
horizontal well at the above-caplionad locabion 10 8 TVD of approximately 8,850 and a MD of 12,735 to
test tha Yeso Formation (“Operation®). The total cost of the Operation is estimated to be $5,208,000 and
» de'alled description of the £ost is sel out in the enclesed Autharity for Expendiure {"AFE™). COG
snticipates that it will spud tha well soon after an approved order is receved from the NMOCD for the Flat
Hoad Fad Com #8H fon-standard spacing unit and force pooling request.

COG is proposing to drit this well undor the terms of the modified 1882 AAPL form of Operating
Agreement modified for horizontal development encloséd harein. A completed copy will be send Bt a tater
date for propar execution. The Operating Agreement ¢overs, T17S-R32E Section 11 ERRE?2 & Section 14
NENE., Lei County, NM. It has the following peneral provisions:

o 1004300 Nan-consenling penalty
= $8,000/$600 Drilfling and Producing rate
+  £OG named as Operator

# you do not wish o paricipato in the Operation and have an un-deased interest, COG wouid lka 1o offer
tha following leose terms:

+ 3 year primary term

s 20% roynlly inlerest

« $750 per net acra bonus consideration
The Lease offor ks subject to the approval of GOG’s management and verification of tfte,
If we do not reach 8n agroement within 3¢ days of the date of this letter COG will apply lo the New
Mexico DR Conservation Division for computsory pooling of your interest Inta o spacing unit for the
praposed wali.
I you have any questions, please do not hesitate ta contact the ungersignad at 432-818-2230.
Respactiuly,
Sean Johngon

Landman
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Flat Head Federal Com #8H Well Proposal (2-2)
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Sent Certified Mall
Recelpt

April 3, 2013

Ollzhoma City, Oklahoma 73102-5010
Altn: Carl Allen

Re: ! gl — Heod
T17S, RA2E, Section 11 & 14
SHL: 1170° FNL & 330" FEL, or a legal iocation in Unit A sec.14
BHL: 330" FNL & 330 FEL, of 2 legal location in Unit A sec.11
. Lea County, New Mexico

Dear Devon Energy Corporation,

COG Operating LLC {COG), as Operator, propates to drill the Flat Head Fed Com #8H well ax a2
horizontal well at the above-captionad location 1o 8 TVD of approximately 6,650" and a MD of 12,735 1o
tagt the Yeso Formation ("Operation”). The total cost of the Operation is estmated to be 35,286,000 and
a datatted description of the cost is sl out in the anciosed Authority for Expenditure (AFE™). COG
anticipaters that i will apud the we!l soon after an approved order is received from the NMOCD for the Flat
Head Fed Com #8H non-standard spacing unit and force pooling reguett.

COG [s proposing o dril this well undor the terms of the modified 1682 AAPL form of Operating
Agreement mod.fied inr horizontal deveiopmant onclosed hetein, A compietad copy will be sant at a later
date for proper axacition, The Operating Agreement covars, T175-RI2E Section 11 E2E/2 & Section 14
NENE, Lea County, NM, It has the following general provisions:

« 1007300 Non-consenting penally
«  $5,000:3600 Drilling and Produting rete
+  OO4G namad as Operator

# you to not wish 16 participata in the Operation. COG would ike 1o acquire 8 Term Assignment of your
mazehold for the following genoral terms:

s 3 yoar primary term

« Delivering a 80% NRI, proportionatety reduced

« %750 per ne! acre bonus consideration
The Term Assignment offer I subjaci to the approval of COG's management and verification of tite.
It we do not reach an ngreement within 30 days of the date of this letter COG will apply to the New
Maxico O Conservation DHvision for compulsory pootlng of your interest into a spacing unit for the
proposad well,
[ you have any questions, please do not hesitate 1o contact the undersigned at 432-818-2230.
Respactiully,

Sean Johnson

Landman

Enclosure(s)
cp
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