£ CONCHO

FEDERAL EXPRESS

October 22, 2014

R & R Royalty Ltd.
500 N. Shoreline Blvd. #322
Corpus Christi, TX 78401

Re: Woell Proposal — Monet Federal Com #10H
W/2 of Section 4, T255-R33E: Unit Area

SHL: 190' FNL & 410' FWL, or a legal location in Lot 4
BHL: 330" FSL & 380' FWL, or a lega! location in Unit M
Lea County, New Mexico

Dear SirfMadam:

COG Operating LLC {COG), as Operator, proposes to drill the Monet Federal Com #10H well as
a horizontal well at the above-captioned location, or at a legal location as approved by the
governing regulatory agency, to a TVD of approximately 9,340' and a MD of 13,800" to test the
Avalon Formation (“Operation”). The fotal cost of the Operation is estimated io be
$5,344,000.00 and a detailed description of the cost Is set out in the enclosed Authority for
Expenditure ("AFE").

COG is proposing to drill this weil under the terms of the modified 1989 AAPL form of Operating
Agreement which is enclosed for your review and approval, The Operating Agreement covers
the W/2 of Section 4-T255-R33E. It has the following general provisions:

» 100/300 Non-Consenting Penaity
o $7,000/$700 Drilling and Producing Rate
» COG Operating LLC named as Operator .

If you own leasehold in the above referenced acreage and do not wish to participate in the
Operation, COG would like to farm-in your acreage under the following general terms;

+ Delivery of 80% NRI, proportionately reduced
« Option to convert ORRI afler 100% payout to a 25% WI, proportionately reduced
s 180 Day Continuous Development

Please indicate your participation election in the space provided bslow, sign and return this
letter, along with a signed copy of the enclosed AFE and a copy of your geologic well
requirements. A self-addressed, postage paid envelope is enclosed for vour convenience.

BEFORE THE OIL CONVERSATION
DIVISION
Santa Fe, New Mexico
Exhibit No. 3
Submitted by: COG Operating LYL.C
Hearing Date: January 8, 2015
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If you have any questions, please do not hesilate to contact the undersigned at 432-221-0465.
Respectiully,
Mike Wallace
Senior Landman
Encls.
Election to Participate
Monet Federal Com #10H

[We hereby elect to participate in the Monet Federal Com #10H

1/We hereby elect not to participate in the Monet Federal Com #10H.
Company or
Individual Name: R & R Royalty Ltd.
By:
Name:
Title:

Date:




COG OPERATING LLC

AUTHORITY FOR EXPENDITURE
DRILLING

WELL NAME: MONET FEDERAL COM #10H PROSPECT NAME: BULLDOG 2533 (717043)
SHL: 90 FNL & 410 FWL STATE & COUNTY: NEW MEXICO, LEA
BHL: 330 FSL & 380 FWL OBJECTIVE: DRILL & COMPLETE
FORMATION: AVALON SHALE NO-PH DEPTH: 13,800
LEGAL: 4-255-33E VO 9,340
INT COSTS BCPR ACP JOTAL
TillerCurative/Parmit 201 11,000 11,000
Insuranca 202 5,000 302 5,000
[ fRight of Way 203 15000 303 15,000
SurveySlake Location 204 7.000 304 7,000
Location/PitsFoad E 208 100.00¢ 305 25,000 125,000
Drilling / Completion Overhead 208 8000 308 8,000
Turmkey Conract 207 D 307 0
Footage Convact i o 308 0
Gaywork Conlract 208 330,000 308 330,000
Directiona! Driling Sarvicas 20 166,000 310 168,000
Fual & Power m 84000 311 10,000 84,000
Walst 212 40000 312 210,000 250,000
Blis 3 £9.000 313 4,500 73,500
Wod & Chemicals 214 70000 314 70,000
Dl Stem Test 215 0 315 0
Coring & Analysia 218 0 ¢
Camant Surlace 217 35,000 35,000
Cement intarmedisia 218 50,000 611,000
Cemant 2nd | dlatep 218 0 219 90,000 90,000
Gement Squoeze & Other (Kickall Phug) 20 0 320 [
Ficat Equipment & Ci 2t 10,000 321 20,000 30,000
Casing Crews & Equipment m 20000 322 26,000 40,000
Fishing Toots & Service n 0 373 [
GeologiEngineering 24 0 324 0
Conlract Lbor 225 10,000 325 125,000 135.000
Company Suparvision 226 0 326 o 0
Coniacl Supervision rid 28,000 327 50,000 78,000
Tesling Casing/T uting 228 7.000 328 7,000
Whad Logging Unll 229 22500 329 22,500
Logging 20 0 330 10,000 — 10,000
PorforatingWisne Servces = 5000 331 0,000 105,000
SEmudabion/Trating k] 1,200,000 1.290.000
Cormpletion Ui 333 50,000 50.000
Swabbing Unk a4 0
Rentais-Surlace 238 75000 335 250,000 325,000
Rentals-Subsurace 235 75,000 338 725, 100.000
TrackingiF-orkiNFy MabHizalion 37 140000 337 75,000 185,000
Weding Sarvicas 238 5000 338 7500 12,500
Water Disposal pii] T 339 280.000 260,000
Flug 1o Abandon 240 T 340 0
Setsmic Analysis 241 0 341 0
Ciosed Loog & Environmertal 244 125,000 344 V0,000 135,000
M 242 0 M2 [0
Comingency 243 TIS00 343 50,000 127500

TOTAL INTARGIBLES 1,598,000 2,642,000 4,240,000
TANGIBLE COSTS
Surface Casing 01 36,000 238,000
Iniermadiate Casing 402 126000 503 126,000
Froduciion Gasing T 503 712,000 212,000
Jubing __0 54 50,000 e OO0
Weihead Equipmeny 405 ZH,000 515 5,000 75,000
Pumping Uni 0 508 115000 115000
Pritne Movar 0 07 20.000 20,00
Rods T 508 50,000 — Eom
Bumps T 500 22,000 Z000
Tanks 510 75,000 75,000
Flowlines 51 50,000 50,000
Healet Trealer/Separaior 512 50,000 50,000
Flecirical o 413 [
Fackers/Anchoratis 414 0 514 10,000 10000
Couplings/FiungE/Varves 415 T 515 60,000 160,000
Gas CompressorsMelers 518 8100 8,100
Oehydralor 517 0
Iniggiion PlantiCO2 Equipment 518 [1]
Miscelaneous s 0 519 [
Comingency 420 10,000 520 500 54,900

TOTAL TANGIBLES 192,000 512,000 1,104,000

TOTAL WELL COSTS 1,700,000 3,554,000 s
COG Operaing LLC
' Dala Prepared:
C0OG Operating LLC
Wa approva!
% Working inkerest ey

Company. R & R Royally Ltd.

i

This AFE is only an estimate. By signing you agree 1o pay your share
ol the aclual costs (ncurmed.



