LCX Energy, LLC

September 2, 2005

EOG Resources, Inc.

P.O. Box 2267
Midland, Texas 79702

ATTN: Mr. Rick Lanning

RE: LCX Energy, LLC — 1725 Fed Com #61
Eddy County, NM

Gentlemen:

Enclosed for your review and further handling, please find duplicate copies of an
. Authorization for Expenditure for drilling, completing and equipping the captioned well.

This well is being proposed as a horizontal Abo/Wolfcamp test on jointly owned acreage
under the Joint Operating Agreement attached to our Leasehold Exchange and Area of
Mutual Interest Agreement dated effective January 15, 2004.

Please complete the participation election in the spaces provided below and, in the
event you elect to participate, by signing and dating the AFE. The appropriate
documents should be forwarded by fax to my attention at 432-682-8078. Please mail
the original documents to my attention at the letterhead address and your check for your
proportionate part of the estimated dry hole costs if you desire to participate.

Thank you in advance for your prompt attention to this matter.

Sincerely,

LCX Energy, LLC

Frank G. Nix

. x NMOCD CASE NO. 13628
Encl. MARCH 2, 2006
LCX ENERGY, LLC
EXHIBIT NO. 3

LCX Energy, LLC 6 Desta Drive, Suite 6800, Midland, Texas 79705 Tel: 432-682-8553 Fax: 432-682-8078



EOG Resources, Inc.
September 2, 2005
page 2 of 2

¥| The undersigned elects to PARTICIPATE in drilling the captioned well. Erelesed—

AFET

The undersigned elects NOT TO PARTICIPATE in drilling the captioned well.

EOG Resources, Inc.

Sievens E. Wewhiorl Vice fresidon™

Printed name and title
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LCXENERGY, LLC _

AUTHORITY FOR EXPENDITURE

LLEASE & WELL NO.: 1725 Fed Com # 61

COUNTY: Eddy
AFE No.: LCXD5023

Lease # §085.001

PROSPECT:
STATE: New Mexico
SEC 6, 178-25E,760' FWL & 660' FNL SL, 760' FWL 8 660' FSL BHL

TOTAL DEPTH: MD 9200’

WELL TYPE:

Horizontal

N DRILLING COST
Su ermits & Professional Fees

Inc;icc  DRY HOLE

COMPLETE TOTAL
6.43 2,000 2,000
Surface Damages 6.8 10,000, 10,000
Road & Location Dirtwork L 8.07 35,000 3,000 38,000
Driling Footage nes per ft [ 8.4
Driling Daywork 30.0{day@$ 12,500} per day 8.13 375,000 375,000
Rig Mobilization 6.40 40,000 40,000
. Pulling Unit 8 day@$| _ $2,200]per day 6.60,7.38 : 17,600, 17,600,
Swab Rig day@$ $1,000]per da: 7.30
Fuel & Lubricants 6.39 40,000 40,000
Mud, Wash Oil & Chemicals 6.12 50,000, 50,000
Bits, Stablizers & Reamers 6.08 65,000 65,000
Directional Service MWD, motor, dl package, 11 days @ $10000/d 6.53 110.000 110,000
Casing Crews & Equipment 6.01; 7.03 7,000 5,000 12,000
Equipment Rental 6.20;7.12 40,000 10,000/ 50,000
Waterwell, Pump & Line o 8.47 10,000, 5,000 15,000
Water Transport o 0.46; 7.7 10,000 5,000 15,000
Cemant Service Kick oft pl | 602,743 §1,000 35,000 86,000
Drill Stem Testing [ K] pertest | |6.54
Coring & Core Analysis rR@s perft | ....le0s
Geological Services ORI SRRV 824
Mud Logging 15| day@$ [ . 850|per day 6.33 9,800 9,800
Open Hole Log Service i ©.34 18,000 16,000
Cased Hola Log Service ) 7.36 .10,000 10,000
Perforating TCP + Tracter 8.35; 7.35 70,000 70,000
Acid Stimulation 7.01
Frac Stimulation 7.18 300,000 300,000
Pump Truck & Nitrogen Service 7.9 3,000 3,000!
Transportation 8.32,7.32 5,000 3,000 8,000
Contract Labor & Welding - 6.04; 7.07 1,500 1,500 3,000
“Tubular Inspection 845, 7.34
Engin & Wellsite Supervision Days @ $500/day _ 8.18;7.10 27,000, 7,200 34,200
Aba| nt 6.55
Env‘tal, Disposal & Restoration 8.56 10,000 40,000
Contingencies @ 5 % 6.98,7.98 45,200 24,300 69,500
Subtotal: 949,500 509,600 1,459,100
LEASE & WELL EQUIPMENT
Tubulars: Slze/Wt./Grade/Thd Footage Price
Conductor Pipe @S perft  3.03
Surface Casing 13 3/8" 488 H40 385{8@$) 32.00lpern  3.08 12,400 42,400
Intermediate Casing 9 5/8" 364 J55 1,300|n @ 5| 26.00pern  3.04 33,800 33,800
Protection Liner t@s perft  4.40
Production Casing [T perft 4,21
Production Liner S 1/2° 178 N8O 9,300}t @$| 15.00|pert  4.21 139,500 139,500
Production Tubing 2 308" 4,64 L8O 4,800)r@s] 4.50)pern 433 21,600 21,600
Wellhead Equipment 3.08;4.38 4,000 4,000
Flowing Tree = 3.08:4.36 3.500Q 3,500
Pumping Hookup 3.09;4.36
Liner Hanger, Packer & Tubing Anchor 4.17,4.20 40,000 40,000
Cementing & Float equipment . 301,441 4,000 2,000 6.000
Pumping Unit w/ Base & PrimeMover | - 422
Electrical Installation 415
Rods, Subsurface Pump & Accaessaries 424,428,408
Compressor & Accessories 4.05
SWD Equipment 4.14
Jit Storage Tanks 427
SW Fiberglass Tanks 4,35 4,800 4,800
3eparator 426 7,500] 1,500
{eater-Treater s 413
Jehydrator/Line Heater N o R 43
vieters, Valves & Connections o A 3,000 3,000
nstallation . e 425 3,000 3,000
“lowline & Connections 4.34;4.90 1,000 1,000
3as Pigalige, Meter & instaliation . e . & Z 433,500, 33
Subtotal: 54,200 359,400 413,600
l[Grand Yotal: |[ 1,003,700 869,000 1,872,700
LCX ENERGY, LLC WORKING INTEREST PARTNER
wed By: Larry Gillette DATE: 31-Aug-05| agrees to participate for % W. I
fiApproved By: DATE:
Title:




LCX Energy, LLC

September 2, 2005

Elger Exploration, Inc.
P.O. Box 2623
Midland, Texas 79702

ATTN: Mr. Jerry Elger

RE: LCX Energy, LLC — 1725 Fed Com #61
Eddy County, NM

Gentlemen:

Enclosed for your review and further handling, please find duplicate copies of an
Authorization for Expenditure for drilling, completing and equipping the captioned well.

This well is being proposed as a horizontal Abo/Wolfcamp test on jointly owned acreage
under the Joint Operating Agreement attached to our Leasehold Exchange and Area of
Mutual Interest Agreement dated effective January 15, 2004.

Please complete the participation election in the spaces provided below and, in the
event you elect to participate, by signing and dating the AFE. The appropriate
documents should be forwarded by fax to my attention at 432-682-8078. Please mail
the original documents to my attention at the lefterhead address and your check for your
proportionate part of the estimated dry hole costs if you desire to participate.

Thank you in advance for your prompt attention to this matter.

Sincerely,

LCX Energy, LLC

Ao /G

Frank G. Nix

Encl.

LCX Ensrgy, LLC 6 Desta Drive, Suite 8800, Midiand, Torus 79705 Tel: 432-682-9863 Fax: 432-682-8078



Elger Exploration, Inc.
September 2, 2005
page 2 of 2

[ ] The undersigned elects to PARTICIPATE in drilling the captioned well. Enclosed
is our check for our proportionate part of the estimated dry hole costs per the
AFE.

D The undersigned elects NOT TO PARTICIPATE in drilling the captioned well.

EOG Resources, Inc.

by:

Printed name and title



3 LCXENERGY,LLC _.

e’
AUTHORITY FOR EXPENDITURE

LEASE & WELL NO.: 1725 Fed Com # 61 " PROSPECT:

COUNTY: Eddy
AFE No.: LCXD5023

TOTAL DEPTH: MD 9200
STATE: New Mexico WELLTYPE: Honzontal

Lease # 8085.001 SEC 6, 17S-25E,760° FWL & 660’ FNL SL, 760' FWL & 660" FSL BHL

INTANGIBLE DRILLING COST ipc;icc  DRYHOLE  COMPLETE TOTAL
Survey, Permits & Professional Fees 8.43 2,000 2,000
Surface Damages 8.06 10,000 ) 10,000
Road & Location Dirtwork 8.07 35,000 3,000 38,000
Drilling Footage nRas per ft 6.11
Drilling Daywork 30.0|day@$ 12,500} per day 8.13 375,000 375,000
Rig Mobilization 6.40 40,000 40,000
Pulling Unit 8 day@$ $2,200]per day 6.60,7.39 17,600 17,600
Swab Rig day@$ $1,000]per da: 7.30
Fuel & Lubricants 6.39 40,000 40,000
Mud, Wash Oil & Chemicals 8.12 50,000 50,000
Bits, Stablizers & Reamers 6.08 65,000 65,000
Directional Service MWD, motor, directional packags, 11 days @ $10000/d 6.53 110,000 110,000
Casing Crews & Equipment 8.01; 7.03 7,000 5,000 12,000
Equipment Rental 8.20;7.12 40,000 10,000 50,000
Waterwell, Pump & Line 8.47 10,000 5,000 15,000
Water Transport | 6.48;7.17 10,000 5,000 15,000
Cement Service Kickoffpug o 6.02,7.43 51,000 35,000 86,000
Drill Stem Testing @s pertest 6.54
Coring & Core Analysis t@s pert | | 1805
Geological Services b Je24
Mud Logging 16lavas [ e50fpera o3 9,800 9,800
Open Hole Log Service 6.34 18,000 16,000
Cased Hole Log Service .36 10,000 10,000
Perforating TCP + Yractor 0.35;7.35 70,000 70,000
Acid Stimulation 7.01 .
Frac Stimulation 7.6 300,000 300,000
Pump Truck & Nitrogen Service 7.19 3,000 3,000
Transportation 8.32; 7.32 5,000 3,000, 8,000
Contract Labor & Welding - J§.04: 7.07 1,500 1,500, 3,000
Tubular Inspection 6.45; 7.34
Engineering & Weilsite Supervision Days @ 6.18;7.10 27,000 7,200 34,200,
Abandonment ' 856 '
Environmental, Disposal & Restoration 6.58 10,000 10,000
Contingencies @ 5 % 6.98, 7.96 45,200]. 24,300) & 69,500
Subtotal: . 949,500 509,600 1,459,100
LEASE & WELL EQUIPMENT ’
Tubulars: Slze/Wt/Grade/Thd _ Footage Price
Conductor Pipe rtes perft  3.03
Surface Casing 13 38" 48# H40 385{n@$| 32.00(pert  3.08 12,400 12,400
Intermediate Casing 9 5/8° 36# J55 1,300{t @ $| 26.00]pert  3.04 33,800 33,800
Protection Liner @S perft  4.40
Production Casing rt@s perfi  4.21
Production Liner 5 142" 178 N8O _9.300{e @ 5| 15.001pertt 42t 139,500 439,500
Production Tubing 2 3/8" 4.64# 180 4.800{t@$| 4.50jperft 433 21,600 21,600
Welthead Equipment 3.09;4.36 4,000} | 4,000
Flowing Tree B 3.09;4.36 3,500 3,500
Pumping Hookup 3.09; 4.38
Liner Hanger, Packer & Tubing Anchor 417,420 40,000 40,000
Cementing & Float equipment 3.01;4.41 4,000 2,000 6,000/
Pumping Unit w/ Base & Prime Mover 422 )
Electrical Installation 415
Rods, Subsurface Pump & Accessories o A24,4.28:4.08
Compressor & Accessories 405
SWD Equipment 414
Oil Storage Tanks 427
SW Fiberglass Tanks 435 4,800 4,800
Separator 426 7,500 7,500
Heater-Treater e 413
Dehydrator/Line Heater o : 438
Meters, Valves & Connections O L 3,000 3,000
Instalfation A, 4.25 3,000 3,000
Flowline & Connections . 4.34;4.10 1,000 1,000
Gas Pipeline, Meter & Installation e e 448 133,500 133,500
Subtotal: 54,200 359,400 413,600
{lGrand Total: || 1,003,700 869,000 1,872,700
LCX ENERGY, LLC

IPrepared By: Larry Gillette

) _ WORKING INTEREV PARTNER 1
DATE: 31-Aug-05 Capstone Ol & Gas Company, L.P.

By:C nents, Inc., G.P. —_— W1
DATE: %&ﬂf

_oare: I0]h l 0)/




LCX Energy, LLC

Septem»be_r 2, 2005

Capstone Oil & Gas Company LP
P.O. Box 10187
Midland, Texas 79702

ATTN: Mr. Dale Douglas

RE: LCX Energy, LLC - 1725 Fed Com #61
Eddy County, NM

Gentlemen:

‘ "Enclosed for your review and further handling, please find duplicate copies of an
AuthorIZatlon for Expenditure for drilling, compteting and equipping the captioned well. -

- This well is being proposed as a horizontal Abo/Wolfcamp test on jointly owned acreage
under the Joint Qperating Agreement attached to our Leasehold Exchange and Area of
Mutual Interest Agreement dated effective January 15, 2004.

Please complete the participation election in the spaces provided below and, in the
event you elect to participate, by signing and dating the AFE. The appropriate
documents should be forwarded by fax to- my attention at 432-682-8078. Please mail
the original documents to my attention at the letterhiead address and your check for your
proportionate part of the estimated dry hole costs if you desire to partlclpate

‘Thank you in advance for your prompt atte_ntlon to this matter.
Sincerely,
LEX Energy, LLC.

Frank G. Nix

Lex Enugy.. LLC & Desta Drive, Suite 6800, uil'dlnnd. Toxas 79705 Tel: 432.682-8853 Fax: 432-682-0078




Encl.

Capstone Oil & Gas Company LP
September 2, 2005
page 2 of 2

‘by:

The undersigned elects to PARTICIPATE in drilling the captioned well. Enclosed
is our check for our proportionate part of the estimated dry hole costs per the
AFE. - -

The undersigned elects NOT TO PARTICIPATE in drilling the captioned well.

Capstone Oil & Gas Company LP

by: Capstone Investments, Inc.
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LCX ENERGY, LLC

AUTHORITY FOR EXPENDITURE

COUNTY: Eddy
AFE No.: LCXD5023

INTANGIBLE DRILLING COSY

LEASE 8 WELL NO.: 1725 Fed Com #61

l.ease # 8085.001

PROSPECT:
STATE: New Mexico

TOTAL DEPTH: MD 9200

WELLTYPE: Horizontal

SEC 6, 175-25E,760" FWL & 660" FNL SL, 760' FWL & 660° FSL BHL

Approved ar (SZ1

ipc;icc DRYHOLE ~ COMPLETE TOTAL
Survey, Permits & Professional Fees 6.43 2,000 2,000
Surface Damages 6.08 10,000 10,000
Road & Location Dirtwork 6.07 35,000 3,000 38,000
Drilling Footage F@s per it 6.1
Drilling Daywork 30.0|day@s 12,500 ]per day 6.13 375,000 375,000
Rig Mabilization 6.40 40,000 40,000
Pulling Unit B sy @S $2,200|per day 6.60,7.38 17,600 17.,600!
Swab Rig ) day@$ $1,000)perday 7.30
Fuel & Lubricants 6.39 40,000 40,000
Mud, Wash Qil & Chemicals 8.12 50,000 50,000
Bits, Stablizers & Reamers 6.08 65,000 65,000
Directional Service MWD, motor, p 11 days @ $10000/d 6.53 110,000 110,000
Casing Crews & Equipment ‘|8.01;7.03 7,000 5,000 12,000
Equipment Rental 6.20;7.12 40,000 10,000 50,000
- Waterwel, Pump & Line 647 10,000 5,000/ 15,000
Water Transport 6.46;7.17 10,000 5,000 15,000
Cement Service o |eo2.743 51,000 35,000 86,000
Drill Stem Testing Qs pertest 6.54
Coring & Core Analysis fT@s por ft X
Geological Services I
Mud Logging 15jday@s | 650Jperce 9,800 9,800
Open Hole Log Setvice 16,000 16,000
Cased Hole Log Service 10,000} 40,000/
Perforating TCP + Tractor 6.35;7.35 70,000 70,000
Acid Stimulation 7.01
Frac Stimulation 7.18 300,000 300,000
Pump Truck & Nitrogen Service 748 3,000 3,000
Transportation 6.32;7.32 5,000, 3,000 8,000
Contract Labor & Welding - 6.04; 7.07 1,500 1,500 3,000
Tubular Inspection 8.45,7.34
Engineering & Welisite Supervision Days B $900/day 8.18:7.10 27,000 7,200 34,200
Abandonment 6.55
Environmental, Disposal & Restoration 6.56 10,000, 10,000
Contingencies @ 5 % 6.98,7.98 45,200 24,300 69,500
, ) Subtotal: 949,500 509,600 1,459,100
LEASE & WELL IPMENT
Tubulars: SizeMt./Grade/Thd __ Footage Price
Condugctor Pipe t@s perfi  3.03
Surface Casing 13 3/8" 48# H40 385{n@ $; 32.00{pern  3.08 12,400 12,400
Intermediate Casing 9 5/8" 36# J55 1,300|n @ $| 26.00|pern  3.04 33,800 33,800
Protection Liner t@s perft  4.40
Production Casing ta@s perft  4.21
Production Liner 5 1/2" 174 N80 9,300{n @ ${ 15.00]pert  4.21 138,500 139,500
Production Tublng 2 3/8" 4,64 LBO 4800|n@s$| 4.50|pert 433 21,600 21,600
Welthead Equipment = 3.09;4.38 4,000 4,000]
Flowing Tree - 3.09;4.36 3,500 3,500
Pumping-Hookup 3.09:4.38
Liner Hanger, Packer & Tubing Anchor 417,420 40,000 40,000
Cementing & Float equipment R 3.01; 441 4,000 2,000, 6,000
Pumping Unit w/ Base & Prime Mover o 4.22 i
Electrical installation 415
Rods, Subsurface Pump & Accessories 4.24;4.28,4.06
Compressor & Accessories 4.05
SWD Equipment 4.44
Oil Storage Tanks 427
SW Fiberglass Tanks 4.35 4,800 4,800
Separator 4.26 7,500 7,500
- Heater-Treater A 4.13
Dehydrator/Line Heater
Meters, Valves & Connections 3,000 3,000,
Installation ¥ 3,000 3,000
Flowline & Connections . 34; 1,000 1,000
Gas Pipeline, Meter & Installation t e e A8 133,500 433,500
Subtotal 54,200 359,400 413,600
J[Grand Total: || 1,003,700 869,000 1,872,700
LCX ENERGY, LLC WORKING INTEREST PARTNER
Prepared By: Larry Gillette DATE: 31-Aug-095 E‘ 1 agrees to participate for % W. 1.

DATE: / 0/ "/ 65

(fDV(Cﬁ:IHII,"

Tille:




LCX Energy, LLC

Septerﬁber 2, 2005

EOG Resources, Inc.
P.O. Box 2267 A
Midland, Texas 79702

ATTN: Mr, Rick Lanning

RE: LCX Energy, LLC — 1725 Fed Com #61
Eddy County, NM

Gentlemen:

‘ Enclosed for your review and further handling, please find duplicate copies of an
Authorization for Expenditure for drilling, completing and equipping the captioned well.

This well is being proposed as a horizontal Abo/Wolfcamp test on jointly owned acreage
under the Joint Operating Agreement attached to our Leasehold Exchange and Area of
Mutual Interest Agreement dated effective January 15, 2004. .

Please complete the participation election in the spaces provided below and, in the
event you elect to participate, by signing and dating the AFE. The appropriate
documents should be forwarded by fax to my attention at 432-682-8078. Please mail
the original documents to my attention at the letterhead address and your check for your

proportionate part of the estimated dry hole costs if you desire to participate.
Thank you in advance for your prompt attention to this matter.

Sincerely,

LCX Energy, LLC

Frank G. Nix

0 Encl.

LEX Enosrgy, LLE 6 Dosta Detlve, Sulleo 8300, Midlond, Yezaseg 797065 Tab: d432-602.B88) Foax; &432-6582-0078

77 /a0  3owA I
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EOG Resources, Inc.
September 2, 2005

page 2 of 2

The undersngned eiects to PARTICIPATE in dnmng the captloned well. Enelosed—

The undersigned elects NOT TO PARTICIPATE in drilling the captioned well.

EOG Resources, Inc.

®, waludt

gﬁ"\h’m E. k}e’m"h&/{ \/;ce Ffesmrow
Printed name and title

”7/7,3 f05

77./R  Avd 1430 ANV ELLESBIZED p1:v1 GBBZ/8C/60
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LCX ENERGY, LLC

—

AUTHORITY FOR EXPENDITURE

GOUNTY: Eddy
AFE No.: LCXD5023

LEASE & WELL NO.: 1725 Fed Com # 61

PROSPECT:

STATE: New Mexico
SEC 6, 17S-25E,760" FWL & 660° FNL SL, 760" FWL & 660' FSL. BHL

Lease # 8085.001

TOTAL DEPTH: MD 9200
WELL TYPE: Horlzontat

INTANGIBLE DRILLING COST IDc;icc DRY HOLE COMPLETE TOTAL
Survey, Permits & Professional Fees 6.43 2,000 2,000
Surface Damages 6.06 10,000 10,000
Road & Location Dirtwork 8.07 35,000 3,000 38,000
Dritling Footage F@$ per ft 6.11
Drilling Daywork 30.0|day @ $ 12,500]per day 6.13 375,000 375,000
Rig Mobilization 840 40,000 40,000
Puliing Unit 8 day@$ $2,200/per day 6.60,7.39 17,600 17,600,
Swab Rig day@$ $1,000|perday 7.30
Fuel & Lubricants 6.39 40,000 40,000
Mud, Wash Ol & Chemicals 1 6.12 50,000 50,000
Bits, Stablizers & Reamers i 8.08 65,000 65,000
Directional Service MWD, motor, directional package, 11 days @ $10000/d 6.53 110,000 110,000
Casing Crews & Equipment 6.0, 7.03 7,000 5,000 12,000
Equipment Rentat 6.20,7.42 40,000 10,000 50,000
Waterwell, Pump & Line N 847 10,000/ 5,000 45,000
Water Transport 6.46; 717 10,000 5,000 15,000
Cement Service Kick off plug N 6.02,7.43 51,000 36,000 86,000
Drill Stem Testing Qs pertest | 1654
Coring & Core Analysis LR ] perft | . 1805
Geological Services R TS N - L
Mud Logging 15| day@$ [ 650!per da 8.33 9,800, 9,800
Open Hole Log Service 6.34 16,000 16,000
Cased Hole Log Service - - |7.38 10,000 10,000
Perforating TCP + Tractor 6.35;7.35 70,000 70,000
Acid Stimulation 7.01
Frac Stimulation 7.18 300,000 300,000
Pump Truck & Nitrogen Service 7.19 3,000 3,000
Transportation 6.32;7.32 5,000 3,000 8,000,
Contract Labor & Welding - 8.04;7.07 1,500 1,500 3,000
Tubular Inspection 645, 7.4
Engineering & Wallsite Supervision Days @ $900/day 6.18; 7.10 27,000 7,200 34,200
Abandonment 8.551"
Environmental, Disposal & Restoration 6.56 10,000 10,000
Contingencies @ 5 % 6.98,7.98 45,200 24,300 69,500
Subtotal: 949,500, 509,600 1,459,100
LEASE & WELL EQUIPMENT i
Tubulars: Size/Wt/Grade/Thd Footaga Price
Conductor Pipe n@s$ perft  3.03
Surface Casing 13 3/8" 48% H40 __385in@s| 32.00|pern  3.08 12,400 12,400
Intermediate Casing 9 5/8° 364 J55 1,300}n @ $] 26.00]pert  3.04 33,800 33,800
Protection Liner n@s perft  4.40
Production Casing nes pert 421
Production Liner 5 112* 176 N8O 9,300{n @ ${ 15.00}pert 4.1 139,500 139,500
Production Tubing 2 36" 4.6% L8O 4800la@sl 450lpert 433 21,600 21,600
Wellhead Equipment - 3.09;4.38 4,000 4,000
Flowing Tree = 3.09; 4,36 3,500 3,500
Pumping Hookup 3.09;4.36
Liner Hanger, Packer & Tubing Anchor | 4,17, 420 40,000 40,000
Cementing & Float equipment 3.01;4.41 4,000 2,000 6,000
Pumping Unit w/ Base & Prime Mover o o 4.22
Electrical installation 415
Rods, Subsurface Pump & Accessories 4.24;4.28;4.08
Compressor & Accessories 4.05
SWD Equipment 444
Oil Storage Tanks | 427
SW Fiberglass Tanks | 435 4,800 4,800
Separator 4.28 7,500 7,500
-Heater-Treater R 413
DehydratoriLine Heater s _ 438
Meters, Valves & Connections L - I - 3,000 3,000
Installation A - 3,000 3,000
Flowline & Connections - 4.34:4.10 1,000 1,000
Gas Pipeline, Meter & Installation o .. 438 133,500 133,500
Subtotal: 54,200 359,400 413,600
|[Grand Total: [ 1,003,700 869,000 1,872,700
LCX ENERGY, LLC

Prepared By: Larmy Gillette

DATE: 31-Aug-08)

WORKING INTEREST PARTNER

agrees to participate for j, Q53 E5%W. I

DATE: Zéﬂ

st e’ [ /30l

DATE: 2[ zg ;ér

e P ﬁ{,../)z



ERIE A, BAYLEY, P.E.
Vide Président~

Cérporate Engingering

Petroleum Corporatlon
P.O. Box 10587 « Midiand, TX 79701 « Ph: 432-684-3727 ¢ Fax: 432-684-3905

September 30, 2008

LCX Energy, LLE

ATTN: Frank G. Nix

410 N. Marienfeld, Suite 200
Midiand, Texas 79701

RE: Multlpka AFE’ .
Eddy Gounty, New Mexico

Pear Frank

‘Enclosed are the executed AFE's you sent Parallel by your Ietter of September 2, 2003
Parallel intends toparticipate in these wells fo_ the full extent of its interest. I have indicated -
the interest we believe to be corrett on the: AFE's but- redlize it might be subjéct to-change:

t will send checks to cover the pre-payments on the first two Wells a8 soon-a8 it has been

determined which are to be drilled next. Thereafter, Parallef will send additional pre-
payments approximately two weeks prior to a rig moving in on a well.

Sincerely,

[ 4

bayley@parallel-petro.com
www.parallel-petro.com




Parallel Petroleum Corporation
September 2, 2005
page 2 of 2

The undersigned elects to PARTICIPATE in drilling the captioned well. Enclosed
~ is our check for our proportionate part of the estimated dry hole costs per the

AFE.

The uhdersigned elects NOT TO PARTICIPATE in drilling the captioned well.

Parallel Petroleum Corporation

oy J L1558l
~lohn Rutherford-Yice Ryesident




: HLCX ENERGY, LLC
I AUTHORITY FOR EXPENDITURE -
-
LEASE & WELL NO.:" 1725 Fod Com # 61 PROSPECT: TOTAL DEPTH: MD 9200°
COUNTY: Eddy . STATE: New Mexico WELL TYPE:  Horizontal
AFE No.: LCXD5023 Leaso # 8085.001 SEC 6, 175-25E,760* FWL & 660° FNL SL, 760 FWL & 660° FSL BHL
INTANGIBLE DRILLING COS we:;icc DRYHOLE COMPLETE TOTAL
Survey, Permits & Professfonal Feos 6.43 2,000 2,000
Surface Damages 6.08 10,009 10.000
Road & Location Dirtwark a.07 35,000 3,000 36,000
Driffing Footage ngs pern 6.11
Dli“\hg Daoy‘v““;rk 30.0{cay@$ 12,500 |per dey 6.43 375,000 375,000
Rig Mobiiization B 6.40 40,000 40,000
. Pulling Unit 8 qay@5 | §2,200(per day 660,739 17,600 17,800
Swab Rig day@s $1,000perday ! [7.30
Fuel & Lubricants 930 40,000 40,000
Mud, Waeh Olf & Chamicals 8.12 50,000 " 50,000
Bits, Stablizers & Reamers 6.08 65.000 65,000
Directional Service MWD, motor, directional peckage. 11 daye & §10000/ 6,53 110,000 110,000,
Casing Crews & Equipment 6.01;7.03 7.000 5,000, 12,000
Equipment Rental !s.zo-. 742 40,000 10,000 $0.000}
Waterwell, Pump & Line et e, 647 10,000 $.000 15,0001
Water Transpon » 6.46: 7.7 10,000 $,000 15,000
Cement Setvica Hick off DR % 2 $1.000 35,000 86,000
Oritl Stem Tesling s per test _"___”L“_ 6.54 :
Coring & Core Analysis nas pertt [ 1. . (608
Geological Sarvices b o 820 '
Mud Logging 15law@s [ 650}perca T 9.800 9,800
Qpen Hole Log Service : 6.34 16,000 16,000|
Cased Hole Log Service 7.8 10,000 10,000]
Pectorating TCP + Tracor_ 935, 7.35 10,000 70,000
Acid Stimulation 7,01
Frac Stimulation 7.16 360,000 300,000
Pump Truck & Nitrogen Service 7.49 3,000 3,000
Transpoertation _ 6.32:7.32 5,000 3,000 8,000
Contract Labor & Welding e e e S o808 T.07 1,500, 1,500 3,000
Tubular Inspection 645, 7.34
Engineering & Wellsite Supervision [Days. @ $300/day 6.18; 700 27.000 7.200, 34,200
Abandonment .65
Environmental, Disposal & Restoration 656 10.000/ 10,000
Contingencles @ 5 % .09, 7.98 45,200 24,300 69,500
SUM 949,500 ' 508,600 1,459,100
LEASE & WEL| EQUIPMENT
Tubulars: SizeW/Grade/Thd _ Footage Price
Conductor Pipe LY R perft  3.03
Surface Casing 13378 488 D 3p5/n @ 8| 32.00/pern 308 12,400 12,400}
Intarmediate Casing 9 5/ 368 IS5 1,300{0 @ §) 26.00}partt 3.0 33.800 33,600
Protection Liner hQs porR 440
Production Casing L1 port 421
Production Liner S 12 §78 Ngo 9.300{r@ t‘ 15.00part 421 ] 139,500, 139,500
Production Tubing 2 3/8" 4.6% L60 4.800je @3] 4.50/porn 433 21,600 21,800
Waellhead Equipment 3.09;4.36 4,000 4,000
Flowing Tree 2.09;4.20 3.500 3,500,
Pumping Hookup E 309,436
Liner Hanger, Packer & Tubing Anchor 417,420 . 40,000 40,000
Csmenting & Float equipment 1444 ‘4,000 2,000 6.000]
Pumping Unit w/ Base & Prime Mover re)
Electrical Instaliation . 415
Rods, Subsurface Pump & Accessories 4.24; 4.20; 4.06
Compressor & Accessories 4.05
SWD Equipment [RY]
Qil Storage Tanks 427
SW Fiberglass Tanks 435 4,800 4,800
Separator .26 7.500 7500
Heater-Treater R 5L
Oehydrator/Line Heater " 4.38
Maters, Valves & Connections S A 3,000 3.000
Instaliation P & 3,000 3,000,
Flowiine & Connections T 4.34:4.00 1,000 1,000
Gas Pipelina, Meter & Installation . . R S | 133,500 133,500
Subtotal: 54.200 359,400 413,600
Grand Total: 1,003,700 865,000 1,872,700
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