Jeff Lierly

%Fconmo Landman )
COG Operating LLC

One Conchio Center
600 W. Illinois Avenue
Midland, TX 79701
jlierty@concho.com
(432) 221-0485

April 3, 2014
Tracking #
91 71999991 7033 4882 1145
Mr. Brent Mitchell Raindl
3315 Lancelot Drive
Dallas, TX 75229
01 7199 9991 7033 4882 1145

Re: Well Preposal - Cuatro Hijos Fee #4H
T19-8, R35-E, Section 17: 160 acre Unit Area
SHL: 190’ FSL & 500’ FWL, or a legal location in Unit M
BHL: 460’ FNL & 500' FWL, or a legal location in Unit D
Lea County, New Mexico

Dear Mr. Raindl,

COG Operating LLC (COG), as Operator, proposes to drill the Cuatro Hijos Fee #4H well as a
horizontal well at the above-captioned location to a TVD of approximately 10,930’ and a MD of
15,400 to test the 3 Bone Spring Sand Formation (“Operation™). The total cost of the
Operation is estimated to be $7,063,000.00 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 July 1, 2014.

COG is proposing to drill this well under the terms of the modified 1989 AAPL form of
Operating Agreement, which will be furnished upon receipt of your election. The Operating
Agreement covers all of Section 17, Township 19-S, Range 35-E, Lea County, New Mexico
(“Contract Area™). It has the following gencral provisions:

= 100/300 Non-consenting penalty

e $6,500/$650 Drilling and Producing rate

* COG named as Operator

[f you do not wish to participate in the Operation, COG would like to acquire an oil and gas lease
covering your mineral interest in the Contract Area under the following terms.

e 3 year primary term

s 25% royalty, proportionately reduced

¢ $500.00 per net acre bonus consideration

Additionally, please be advised that COG intends to file for compulsory pooling for all unleased
minerals within the Contract Area upon a thirty (30) days lapse of this offer. COG’s preference is
to obtain leases from all outstanding mineral interests to avoid the compulsory poeling process

BEFORE THE OIi. CONVERSATION
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CORPORATE ADDRESS: One Concho Center 600 W Illinois Avenue Midland, Texas 79701 Phone 432.683.7443 Fax 432.683.7441



8rent Mitchell Ralndl
April 3, 2014
Page 2

altogether. However, arrangements have already been made to move forward with the
compulsory pooling procedure as a final alternative. Please contact me at your earliest
convenience to discuss the matter in greater detail. I look forward to heaning from you.

Sincerely,

COG Operating LLC

=7

Jeff Lierly
Landman

Enclosures



COG OPERATING LLC
AUTHORITY FOR EXPENDITURE

DRILLING

WELL NAME: CUATRO HIJOS FEE #4H PROSPECT NAME: ZEUS 1935 (717096)
SHL: 190 FSL & 500 FWL STATE & COUNTY: New Mexico, Lea
BHL: 460 FNL & 500 FWL DBJECTIVE: DRiLL & COMPLETE
FORMATION: DBSS/3RD BSS DEPTH: 15,400
LEGAL: 17.195-35E TVD: 10,930
INTANGIBLE COSTS BCP ACP TOTAL
Jille/Curative/Parmit 201 13,000 11,000
Insurance 202 §,000 302 5000
Damages/Right of Way 203 15000 303 15.000
Survey/Stake Locabon 204 7.000 304 7 006
L ocation/Pits/Road Expanse 205 100,000 305 25,000 125,000
Drilitng / Cempletion Overtheac 206 6.000 306 6,000
Turnkey Coniracl 207 0 307 0
Footags Conlract 208 0 308 0
Daywork Contract 208 525,000 209 525000
Directronal Driling Seivices 210 166,000 240 188 00D
Fuel & Pawer 214 143,000 311 10.000 159,000
Wvater 212 100,000 3112 210.000 310000
Bits 213 £5,000 2113 4.500 73,500
Mud & Chemicals 214 20000 314 80,000
Drill Stem Tast 215 0 315 [}
Corng & Analysis 216 0 ]
Cement Surface 217 40,000 40.000
Cemant Inlermedialy 218 100,000 100,000
Cement 2l tnfermedial a/Production 218 o 319 110,000 110,000
Cement Squeoze & Oihar (Kickofl Plug) 220 0 320 Q
Float Equipmeni & Centrakzers 221 35000 321 20,000 55,000
Casing Crews & Equipment 222 20,000 322 20,000 40.000
Fishing Tools & Service 223 0 322 ]
Geologic/Engineering 224 0 324 0
Contract Labor 225 10,000 325 125,000 135,000
Company Supervision 226 0 26 9
Contract Supervision 227 35.000 327 50,000 85,000
Testing Casing/Tubing 228 7000 328 7,000
Mud Logging Linit 29 30,000 12¢ 30,000
Logging 230 50,000 330 10,000 60,000
Pertorating\ireline Services 23 15,000 331 150,000 155,000
Stimulation/Tieating o 332 2,100 000 2,100,080
Gompietion Unt 0 333 125,000 125,000
Swrabbing Unit 0 334 0
Rantals-Surface 235 125,000 335 250,000 375,000
Renlals-Subsurface 236 120.000 336 £5.000 185,000
Trucking/ForkiltRlg Mahilization 237 240,006 337 25,008 225,000
Walding Servicas 238 5000 338 7,500 12,500
Water Disposal 239 0 339 +50.000 150,000
Plug jo Abandon 240 0 340 [+
Seismic Analysiz 24 a 349 o
Closed Loap & Envirgnmental 244 160,000 344 10,000 $70.000
Miscellangous 242 ¢ 342 o
Conungency 243 111,000 343 50,000 181,000

TOTAL INTANGIBLES 2,116,000 3.517,000 5.833,000
TANGIBLE COSYS
Surfaca Casing A0+ 58,000 £6,000
Intermedialo Casing 402 144,000 501 144,000
Producbon Casing 0 503 244,000 244,000
Tubing 0 504 65.000 65,000
Woellhead Equipment 405 20000 505 35.000 55.000
Pumping Uit 0 506 515,000 15,000
Brime Movser 0 507 20,000 20,000
Reds 0 508 55,000 55,000
Pumps 0 509 75,000 75,000
Tanks 0 510 75,000 75,000
Flowiines 0 s11 30.000 30,000
Heater Trealat/Saparator 0 512 20,000 80,000
Electricat Sysiem 0 513 0
Packers/AncharsHangaors 414 a 534 10.000 10,000
CoupkngsFittingsValves 415 0 515 135,000 135,000
{as ComprassoisMeters 9 518 3.100 8100
Dehydrator 5 517 )
Injection Plant/CO2 Equipment 0 518 0
Miscallaneous 419 0 518 0
Contingency 420 12,000 520 48,000 60,900

TOTAL TANGIBLES 234,000 996,000 1,230,000

TOTAL WELL COSTS 2,550,000 4,533,000 7,063,000
COG Operating LLC
Daia Prapared. 21872014
COG Qperating LLC
Yve approve;
% Working Intares! By: TIM SMITH/GARY YOUNG AW

Compary.
By:
Prinied Name:
Title: This AFE is only an estmate. By signing you agree o pay your share

Date: of tho aclual costs incumed




