£ CONCHO

CERTIFIED MAIL &
FEDERAL EXPRESS

April 9, 2015

Working interest Owners
Listed on Exhibit “A”

Re:  Well Proposal — Stove Pipe Federal Com No. 2H
W/2 E/2, Section 6B-7G —T25S-R35E: Unit Area

SHL: 225’ FNL & 1905’ FEL, or a legal location in Sec 6 Unit B
BHL: 2310’ FNL & 1980’ FEL, or a legal location in Sec 7 Unit G
Lea County, New Mexico

Dear SirfMadam:

COG Operating LLC {COG), as Operator, proposes 1o drill the Stove Pipe Federal Com No. 2H
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 12,560’ and a MD of 19,700 {o fest
the Bone.Spring Formation (“Operation®). The.totai cost of the Operatlon is estimated to be
$11,403,600.00 and a detailéd description of the cost is set out in the enclosed Authority for
Expenditure ("AFE").

COG is proposing to drill this well under the.terms of the modified 1989 AAPL form of Operating
Agreement which i$ enclosed for your review and appraval. The Operating Agreement covers
W/2E/2 of Section 6 and W/2NE/4 of Section 7 T25S-R35E. It -has the following general
provisions: '

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

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

if you have any questions, please do not hesitate to contact the undersigned at 432-212-0456.

Respectfully,
Mike Wallace BEFORE THE QL CONVERSATION
Senior Landman DIVISION

Santa Fe, New Mexico
Exhibit No. 3
Submitted by; COG OPERATING LLC
Hearing Date: June 25, 2015



£ CONCHO

I/We hereby elect to participate in the Stove Pipe Federal Com No. 2H.

I/We hereby elect nof to participate in the Stove Pipe Feral Com No. ZH.

Company or
Individual Name: Yates Petroleurn Corp

By:
Name:
Title: - - -
Date: T




< CONCHO

EXHIBIT “A”
Working Interest Owners

COG Operating LLC
One Concho Center

600 West lllinois Avenue
Midland, TX 79701

Yates Petroleum Corp

1068 4th&t. - - - : —
Artesia, NM 88210

Attn: Chuck Moran

Abo Petroleum Corp
105 S 4th St.
Artesia, NM 88210
Attn: Chuck Moran

Myco Industries, Inc.
105 S 4th St
Artesia, NM 88210
Attn: Chuck Moran

OXY Y-1 Company
P.O. Box 27570
Houston, TX 77227
Attn: Mark E. Hodge

Energen Resources Corp.
3300 North A St., STE 100
Midland, TX 79705
Attn: Austin Puckett



WWELL NAME: STOVE PIPE FEDERAL COM #2H

COG OPERATING LLC
AUTHORITY FOR EXPENDITURE

PROSPECT NAME: BULL

DOG 2535 (717108}

SHL: SEC 6: 190 FNL & 1980 FEL STATE & COUNTY: Naw Mexico, Lea
BHL: SEC 7: 2310 FNL & 1980 FEL OBJECTIVE: DRILL & COMPLETE
FORMATION: TH BSSIAD BSS DEFTH; 20,113 PH-TD: 13,500
LEGAL: 6-258-35E TVD: 12,663
INTANGIBLE COSTS ace ACP JOTAL
Tite/Curaiive/Permit 201 11,000 11,000
Insurgnty 02 5,000 302 5,000
Damages/Right of Way 203 5000 3% 5,000
Y Location 04 T.000 304 7.000
Lotation/Pis/Road Expense 205 90,000 305 25,000 115,000
Dr!lng ! Clx_nﬂim Overhead 206 8,000 308 9,000
Tumkey Contract 207 0 307 1]
Foolage Contract 208 o 308 Q
Daywork Gantraci 209 1,230,000 309 1,238,000
Directlonal DriRing Services 210 308,000 210 304,000
Fuel & Power 211 161,000 311 10.900 171,000
Waler 212 54000 312 330,000 384000
Bits 213 68.000 313 4,500 90,500
Mud & Ch 214 188,000 314 25,000 211,000
_ Deit Stam Test 215 0 815 [
Corlng & Anslysia 218 0 [
Cemenl Surface 217 31.500 31,500
Cemeni Intanmedinle 218 58,500 58,500
Camart 2nd Intermudiste/Production 218 135,00 8 135.000 270,000
Cemani Souweza & Other (Kickoff Plug) 220 §0,000 320 0 50,000
Fioat Equipment & Centraizers 21 14,000 321 32,000 46,000
Casing Crews & Equipment 2 34,000 322 34,000 68,000
Fishing Tools & Service 223 0 323 L
Geolagic/Enginaarng 224 0 324 a
Contract Labor 225 10,000 325 200,000 210,000
Company Supaivisioh 226 0 328 0
Contract Supervision 27 153,000 327 70,000 223,000
Testing Casing/Tublng 228 10.000 328 10,000
Mud Logging Uil 229 56,000 329 56,000
i 230 500,000 330 500,000
Perfocating/Wirsllne Servicas Fxil 7000 331 180,000 187,000
Stimulation/Tresting 4 332 4,000,000 4,000,000
Complation Lint 4 333 125,000 125,000
Swahbing Unk 2 3 o
Rentals-Burface 225 178000 335 275,000 453,000
Rontals ] 236 202,500 338 55,000 257500
Trucking/ForsURig Motlizalion 37 00,000 337 25,000 225.000
Welcing Services 238 5000 338 5,000 10,000
Waler Disposal 239 0 33§ 195,000 165,000
Plug to Abandon 240 0 340 0
Salemic Analysls 241 0 M4t 4]
Cloaed Loop & Environmental 244 170,000 D44 5000 175,000
A 242 D 342 J
Contingency 243 67000 343 50,000 117,000
TOTAL INTANGIBLES 4,030,560 5,780,300 9,820,000
TANGI els}
Surlace Casl 01 17.000 17,000
Intermediaie Casing 402 508,000 503 508,000
Production Casing 0 503 135,000 135,000
Tl.lling 9 504 85,000 85 600
Walhead 1t 405 24,000 505 34,060 58 000
Pumping Linkt o 508 115,000 115,000
Prime Movar 0 507 L)
Rods 0 568 56 000 55,000
Pumps a 508 33,000 35,000
Tunks 0 550 100,000 100,000
Flowiines 0 6t 50,000 50,000
Healw TmlerISuE!!or a 512 8D 000 80,000
Eleciricad System o 513 g
PackaraifrchorsHangses A4 0 G614 92,000 a5 000
Couplnga/FitingsNalves 443 0 515 200,000 200,000
Gas Gompressor 0 518 3,100 8,100
Dehydrator 0 517 [)
Injection Plant/CO2 Equipment b 58 0
419 0 519 ]
Contingency 420 11,000 520 50,000 £1,000
TOTAL TANGIBLES 560,000 1,023,100 1,583,100
TOTAL WELL COSTS 4,600,000 8,803,600 11,403 800
COG Operating LLC
Date Propiret: [ 05
€06 Qperaling LLC
We spprove:
% Warking Intates! L% Travie Newman
Gompany: Yates Petroleum Corp
By
Printed Name:
T This AFE is onty an estimate. By signing you agres 1o pary your shane
Date: of the actual costs Incucrwd.



