S CONCHO

October 16, 2014

Via Certified Mail

Working Interest Owners - Listed on Attached Exhibit “A”

Re: Well Proposal —~ Mescal 22 Federal #1H
Township 25 South, Range 29 East, N.M.P.M.

Section 22: N/2 5/2

SHL: 2220’ FSL & 360" FEL ({Or at a legal location in Unit I)
BHL: 2075' FSL & 330" FWL (Or at a lega! location in Unit L)
Eddy County, New Mexico

Dear Working Interest Owners:

COG Operating LLC (“COG"), as contract Operator for COG Production LLC, proposes o drill the Mescal 22
Federal #1H as a horizonta! well at the above-captioned location to a TVD of approximately 7,725’ and a MD
of 12,100’ to test the Lower Avalon Formation (*Operation™). The total cost of the Operation is estimated to be
$6,884,000, 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 December 19, 2014,

COG is proposing to drill this well under that certain Operating Agreement dated June 1, 2010, by and
between OGX Resources LLC, as Operator, and OXY USA Inc., et al, as Non-Operators,

Please indicate your participation election in the space provided below and return this letter, along with an

executed AFE and a copy of your geological well requirements to the corporate address below, attention Aaron
Myers. Should you have any questions, please do nol hesitale to contact Aaron Myers at 432-688-6674.

Very truly yours,
COG Operating LL.C

Savannah Haller
Land Technician - Delaware Basin

I/We hereby elect to participate in the Mescal 22 Federal #1H, with working interest as set
out in Exhibit “A” under the existing Operating Agreement dated June 1, 2010.

IYWe hereby elect not to participate in the Mescal 22 Federal #1H.

Company:
By; BEFORE THE OIL CONVERSATION
DIVISION
Name: Santa Fe, New Mexico
) - Exhibit No. 3
Tide: Submitted by: COG Operating LLC
Hearing Date: December 17, 2014
Date:
CORPORATE ADDRESS LOCAL ADDRESS
One Concho Center | 600 West [llinois Avenue | Midland, Texas 79701 Concho West | 2208 Moin Street | Artesia, New Mexico 88210

PHONE 432.683.7443 | FAX 432.683.7441 PHONE 575.748.6940 | FAX 575.746.2006



COG OPERATING LLC
AUTHORITY FOR EXPENDITURE

DRILLING

WELL NAME: MESCAL 22 FEDERAL #1H

PROSPECT NAME: ATLAS 2529 (717050)

SHL: 2220 FSL & 360 FEL STATE & COUNTY: New Mexico, Eddy
BHL: 2075 FSL & 330 FWL OBJECTIVE: DRILL & COMPLETE
FORMATION: AV DEPTH: 12,100
LEGAL: 22-258-29E TVD: 7,725
INTANGIBLE COSTS BCP ACP TOTAL
Tille/Curative/Parmit 2 11,000 14,000
Insurance 202 5000 3062 5,000
Damages/Right of wWay 203 15,000 303 15.000
Survey/Staxs Location 204 7.000 304 7,000
Localion/Piis/Road Expensa 205 100.C00 305 25,000 125,000
Drilling ! Complation Qverhead 208 6.000 306 5,000
Tumkey Contracl 207 o 307 0
Foolage Contract 208 0 308 Q
Daywark Contract 209 380,000 309 360.000
Dirsctional Drilling Sefvices 210 166,00¢ 310 168,000
Fuel & Fowar 21 84,000 311 10,000 84,000
Water 212 40,000 312 308 00Q 438.000
Bits 213 58,000 313 4,500 73,500
Mud & Chamicals 214 13,000 314 70,000
Drill Stem Test 215 0 315 0
Coring & Analysis 216 Q o
Cemeni Surface 217 35,000 35,000
Cement Intgrmediaia P11 50,000 50,000
Cement 2nd Intermediaie/Produciion Fal ] 0 319 50,000 90,000
Coment Squeeza & Clher {Kickoff Plug) 220 o 370 0
Fioal Equipmen & Centralizers 224 10,000 321 20,000 30.000
Casing Crews & Equipment 222 20,000 322 20,000 40,000
Fishing Tools & Service 223 0 323 [
Geologic/Enginasnng 224 0 324 [
Coniract Labor 225 15,000 325 125,000 140,000
Company Suparvision 228 0 326 ]
Conlrast Supervision 227 26.000 327 50,000 78,00¢
Testing Casing/Tubing 228 7.000 328 7,000
Mud Logging Unil 29 22,500 329 22,500
Logging 230 0 330 10,000 10,000
PerforatingWireline Sarvices 23 15000 331 238.000 253,000
Stimulalion/Trealing 0 332 2,500,000 2 500,000
Complation Unil O 333 50.000 50,000
Swabbing Unit 9 334 0
Renials-Surface 235 75000 335 250,000 325.000
Rentals-Subsurface 236 75.000 336 25,000 100,000
Trucking/ForklifVRig Mobilization 237 140,000 337 25.000 165,000
Welding Services 238 5000 338 7.500 12,500
Waler Disposal 239 0 339 280,000 260.000
Plug 1o Abandgn 240 0 340 1]
Seismic Analysis 241 0 341 1]
Closed Loop & Environmentai 244 125.000 344 10,000 135,000
Miscelianeous 242 0 342 1]
Contingency 243 78,500 343 50,000 128,500

TOTAL INTANGIBLES 1,634,000 4,188.000 §.822.000
TANGIBLE COSTS
Surface Casin 401 38,000 38.00Q
Intermediata Casing 402 97.000 502 97,000
Production Casing 0 503 200.000 200,000
Tubing 0 504 60.000 £0,000
Weilhead Equipmant 405 20,000 505 35.000 55,000
Pumping Uni Q 506 116,000 115,000
Prime Mover 0 507 20,000 20,000
Rods 0 508 50,000 50,000
Pumps 0 509 22,00¢ 22,000
Tanks 0 510 75,000 75.000
Flewlinas 0 511 503,000 50.000
Heater T parator 0 512 50,000 50,000
Electrical System 0 513 []
Packers/Anchors/Hangers 414 0 514 10,000 10.000
Couplings/Fittingsn/alvas 415 0 515 160,000 160,000
Gas Compressors/Maters G 518 8,100 8,100
Dehydrator o 517 [
Injection PlanlCQZ Equipment g 518 92
Miscellaneous 419 0 518 ]
Contingency 420 8,000 520 43,900 51,900

TOTAL TANGIBLES 163,000 855,000 1,062,000

TOTAL WELL COSTS 1,797,000 5,087 000 §,884,000
COG Operating LLC
Data Preparad: 10/10/2014
COG Qparaling LLT
Wae approve:
% Working Interast Hy: ALEX KORZENEWSKI AW

Company:

By:

Printad Name:
Title:
Qate:

This AFE is only an estimata, By signing you agree 1o pay your sharg
of the aclual cosis incurred.



