| % CONCHO COPy

April 7, 2015

Via Certified Mail, Return Receipt Requested
No. 91 7199 9991 7033 2406 5570

EOG Resources, Inc.

P.O. Box 2267

Midland, TX 79702

Re: Cookie Tosser State Com #2H
SHL: 300’ FNL & 1180" FEL, or at a legal location in Unit A
BHL: 330’ FSL & 2260’ FEL, or at a legal location in Unit O
Eddy County, New Mexico

Dear Gentlemen,

COG Operating LLC (*COG”) hereby propeses the drilling of a horizontal well to a depth sufficient to
test-the-2nd-Bone-Spring -formation-at-a-total-measured-depth-being-approximately-13;290" —included
herewith is our Authority for Expenditure (“AFE") in the gross amount of $6,101,420, being the total
estimated cost to drill and complete said well.

COG is proposing to drill this well under the terms of a modified 1989 A.A P.L Form 610 Model Form
Operating Agreement, which is enclosed herewith for your review and execution. The Operating
Agreement covers the E/2 of Section 16, Township 18 South, Range 30 East, Eddy County, New Mexico.

It has the following general terms:

= 100%/300% Non-consenting penalty
» $7,000/$700 Drilling and Producing Raté
e« COG named as Operator.

Please have the appropriate party execute, notarize and return one (1) original of each signatory page,
being the Operating Agreement and Recording Memorandum or Exhibit “H”, If ybu d0 not wish 1o
participate in the operation, COG would like to negotiate a Term Assignment or Farmowl of your

jeasehold interest.

If an agreement is not reached within 30 days of the date of this letter, COG will apply lo the New
Mexico Oil Conservation Division for compulsory pooling of your interest into a spacing unit for the

proposed well.

Please indicate your participation election in the space provitfed below, sign and return this letter, along
with a signed copy of the enclosed AFE and a copy of your geologic requirements, (o my attention at the
letterhead address or by email to ayoung(@concho.com.

Should you have any questions, please do not hesitate to contact me at 432,221.0343. BEFORE THE OIL CONVERSATION
. DIVISION
Santa Fe, New Mexico
Exhibit No. 3
Submitted by: COG OPERATING LLC
Hearing Date; July 9, 2015

CORPORATE ADDRESS: One Concho Center 600 W Illinois Avenue Midland, Texas 79701 Phone 432.683.7443 Fax 432.683.7441
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Sincerely,

COG Operating LLC

Agron L. You—:;ggzd_a

Landman

AY:bh
Enc

I/We hereby elect to participate in the Cookie Tosser State Com #2H.

I/We hereby elect pof 10 participate in the Cookie Tosser Stale Com #2H.

Company:
By:
Name:
Title:
Date:

CORPORATE ADDRESS: One Concho Center 600 W illinois Avenue Midland, Texas 79701 Phone 432.683.7443 Fax «'132.683.7441



COG OPERATING LLC

Company

By

Printed Name.

Tk

Oate’

AUTHORITY FOR EXPENDITURE
DRILLING .
WELL NAME: COOKIE TOSSER STATE COM #2H PROSPECT NAME: ZEUS 1830 {717101)
SHL 300 FNL & 1180 FEL STATE & COUNTY: New Mexico, Eddy
BHL: 330 FSL & 2260 FEL OBJECTIVE: DRILL & COMPLETE
FORMATION: LBSS2ND BSS DEFTH: 13,290
LEGAL : 16-18S-30E VD 8.170
INTANGIBLE COSTS BEP ACP TOTAL
Tilh/CurptivePanmit 20 11 000 11,000
inausnca 202 5400 02 5.000
Damagas/Right of Way 203 5000 303 5,000
Survey/Siske Locaton 204 7,000 304 7.000
Locasen/Pas/Rosd Experaa 205 0,000 305 20,000 110,000
Driting 7 C ion Overhaad 206 2.000 306 9,000
Turmkey Contraci 207 0 307 [
Footags Contract 208 o 308 o
Qaywork Contrazt 203 168 000 303 368000
Directignal Driting Sefvices 2m 137000 210 137,000
Fuel & Powar 21 65000 311 8.500 73,500
Watse 212 83000 312 340,000 403000
Bia . M £9 000 313 3,000 N T2.000
Mud & Chemicaly 214 47,000 114 12,750 59,750
Dol Stern Tast 215 9 N5 ]
Canng & Analysiy 216 [} o
=menl Surtace 217 33,300 33,300
Cemant 4 218 83,000 53,000
Cement 2nd [ntermediate/Producson 218 U Ny 1,900 81,900
Cement Squeeza 8 Other (Kicketf Plug} 228 0 320 [ 0
Fioal Equigmant & Centrafizers 22 22,000 221 & 000 20 gop
Casing Crews & Equipment 222 18,000 3722 11,990 29 900
Fishing Tools & Setnce 223 0 323 0
Gevlogic/Enginearning 224 D 324 [
Conlract Labot 225 10.000 325 198,500 208,500
CHFRRNY m\w\ 26 0 326 [
Contract Suj 20N T 35,000 327 70,000 105,000
Teating Casing/Tuting 28 10,000 328 - 16,000
Mud Logging tni 223 21000 329 23,000
Logging 230 o 130 0
PerforatmgWirakne Servicas patl 7.000 331 119,000 26,000
Stmulaien/Treslng 0 332 2,020,000 2,020,000
Completion Unit 0 333 42,560 42.500
Sweabising Unit $ 334 o
Rantais-Syrface 215 55,000 135 185,000 240,000
Rantals-Subsurfoce 236 84,600 338 84,600
Trucking/Forit/Rig Mobduzalicn 237 100900 337 45,600 145,000
Weiding Sarvices 238 5000 338 5.000 10,000
Waler Dispesal 238 0 239 260,000 260,000
Phig 1o Absndon 240 0 340 0
Sebsmic Analyis 241 0 341 []
Closed Luop & Enwionmenta 244 127,000 244 5,000 132,000
Miscelaneous 242 0 342 0
Contngengy 243 30060 34 50,000 80,000
TOTAL INTANGIBLES 1 498.900 3,484,080 4,982,950
TANGIRLE COSTS
Surdace Cising 401 2300 23,000
Casing 402 127.000 §03 127,000
Producben Cavng 0 503 215,000 215,000
Tubifry o 504 57.000 57.000
Waelhead Equipment 405 24000 3Q% 4 000 58,000
Pumping Uail ¢ 508 103,500 103.500
Prize Mover 0 507 [
Rods 0 508 43,500 40,500
Pumpa o 509 17,506 -31.500
Tanki 0 510 80,000 90,000
Flowlines g &1 22,500 22,500
Heater Treator/Separator 0 512 43,500 49,500
Electical Syatam - 0 513 36,000 36,000
ParkarstAnchora/Heigars 414 0 514 1,080 4,080
Couphngu/Fiiinga/Vaives 415 0 518 202,500 202,500
Gas Compretsonsiiiaien o 516 7.2808 7.290
Denydralos o 517 ]
Ingection PrantCO2 Equipment O 518 [
Mrcatansous — 418 0 519 [
Conbingency 420 4000 520 50,000 54.000
TOTAL TANGIBLES 173 000 940,370 1,118,370
TOTAL WELL COSTS 1.677.000 4.424.420 5,101,420
COG Operating LLC
Date Prapared . 4i512015
COG Opesating LLC
We 2pprove
% Werking Interast By~ TIM SMITHKEN LAFDRTUNE AW

Thus AFE (3 anly en astimate. By 1igning you agree to pay yous shace
af {he aciusi costs ncumed



