S5 CONCHO

CERTIFIED MAIL &
FEDERAL EXPRESS

April 28, 2015
Kelly Van Zandt

6265 C.R. 423
Grandview, TX 76050

Re: Well Proposal — Salvador Fee #4H
W/2 W/2 of Section 10:T24S-R34E: Unit Area

SHL: 190" FSL & 660" FWL, or a lega! location in Unit M
BHL: 330’ FNL & 660" FWL, or a legal location in Unit D
Lea County, New Mexico

Dear Sir/lMadam:

COG Operating LLC {COG), as Operator, proposes to drill the Salvador Fee No. 4H 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 10,985 and a MD of 15,600’ to test the
Bone Spring Formation (“Operation®). The total cost of the Operation is estimated to be
$6,905,040.00 and a detaited 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 is enclosed for your review and approval. The Operating Agreement covers
W/2 of Section 10 T24S-R34E. It has the following general provisions:

« 100/300 Non-Consenting Penalty
« $7,000/$700 Drilling and Producing Rate
« COG Operating‘LL_g. named as Operator

If you do not wish to participate in the Operation, COG would like to lease your minerals under
the following general terms:

+ $750/Net Mineral Acre
e 3 Yr. Primary Term
+ Delivery of an 80% NRI, proporticnately reduced (1/5 Royalty)

Please indicate your participation etection in the space provided below, sign and return this
letter, along with a signed copy of the enclosed AFE and a copy of your geoclogic well
requirements. A self-addressed, postage paid envelope is enclosed for your convenience.
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If you havé any questions, please do not hesitate to contact the undersigned at 432-221-0465.
Respectfully,

Mike Wallace
Senior Landman

|/We hereby elect to participate in the Salvador Fee No. 4H.

I/We hereby elect not to participate in the Salvador Fee No. 4H.

Company or
Individual Name: Kelly Van Zandt

By:
Name:
Title:
Date:




COG OPERATING LLG
AUTHORITY FOR EXPENDITURE

DRILLING

WELL NAME: SALVADOR FEE #4H
BHL . TODFSL R BEOFWL

PROSPECT NAME: BULLDOG 2434 (717040)
f CO, Lea

Company: Kelly Van Zandt

[

Pritted Narna:

Thie:

Daxte:

TORMATION._ DHSS/ZND B85S DEPTH: S I L Ak v T
TEGAC —  TG-235-33E VD 10,885 =
INTANGIBLE COSTS Bee Acp I
TitaCurative/Permil m 11,000 11,000
Snaurancs na 4,000 202 4,000
‘Damagow/Right of Way 203 000 303 5000
Survoy/Staka Lacaton 204 7,000 S04 7,000
TocaliGhPTnRGad Expanie 208 F0,000 305 20,000 700,000
Diriling / Compmaon Overhend 208 3,000 308 5,000
Tumkey Gonract 207 o 307 [
‘Fooiags Contraet 208 G 308 [
‘Daywork Contract o0 400,000 309 450,000
Directionsl Driling Services 210 145,000 310 145,000
Fusl & Powey 21 58,000 311 8,500 68,500
Wt j1H $3,000 12 370,000 423,000
Bl 213 B4.000 313 8,000 70,000
Wiud & Chemicals 214 50,000 314 21,250 71,250
Grill Stam Tast 215 35 [
Coring & Anslysis 28
Cemeni Gurfece 217 33,000 FI000
Catent intenmadinte 212 55,000 55,000
Cesmant 2nd Intesr /Preduction 210 0 Mg 135,000 135,000
Comant Squweze 8 Gther (Kizkoft Phip} 220 0 220 [] []
TFiost Extipment & Contaizers m 90 32 34,500 8000
Cruws & Equipmiant 22 15,000 322 17,000 32.000
FARRg Tool & S6rvice 2 D 323 0
QR/ENginpering 224 0 32 [
Contract Labor 225 B.000 325 176 500 184500
COMpany Superdston 28 [ ] ]
Contragt Supervision 27 38000 327 70,000 108,000
Tasting Casing/Tublng 22 10,000 328 10,000
Wiud Logging Unk 220 21,000 328 21,000
me% " 230 250,000 330 250,000
Perforatingi¥ireling STvices | B.000 331 92,000 748,000
Stmulatior/Troating 2 2,200,000 2:200,00
Complstion Untt 323 0,000 0,000
Swabiblng Uit 3
[ 235 35,000 335 185,000 270,000
‘Rentals-Sutaurface 28 85000 2% 20,000 105,000
TruckIng/F OTIHUTg Mobization 7 115,000 237 45,000 180,000
ing Services 2% 4000 338 $,000 000
‘Whint Disposal ™ 0 A% 362,000 342,000
Flug ' Abandon 242 [ 9
Sl Anatly 241 T 341 0
Ciosed Loop & Envirsamuntsl 244 140,000 344 5,000 145,000
Miacellaneons 242 TG 342 [
Tontinge 243 3B000 M3 50,000 #8000
TOTAL INTANGIBLER 1,808,000 3,992,250 5,740,250
TJANGIBLE COSTS
Surface Casing 40 54,000 54,000
Infarmadiate Cesing a0z 138,000 508 138,000
Production Casing ¢ 503 234,000 234,000
Jubing o 504 §5,000 #5.000
Welhead Equipment 405 15000 505 15,000 20,000
Pumping Unit o 508 193,800 103,500
Prima Mover D 507 ]
Reds 0 508 55,000 45,000
~Pumps R 0-Bo@ 30.000— -~ 36,000° —~ "
Tanks 0 510 20,000 0,000
Flowiinea ¢ 511 27,000 27,000
Heater FreaterSeparator o 512 54,000 54,000
Erctrical System 0 s13 26,000 20,000
PacherwAnchor/Hangers 4 0 514 0 0
Coupinga/Fittinga/Valvas s v 515 135,000 35,000
Gat CompressortMatars 0 518 7.280 7,200
Detydrator 0 517 )
Injaction PlantCG2 Equipment ¢ 512 o
Misonllaneaus . e 0 319 1}
Contingancy 420 0520 50,000 50,000
TOTAL TANGIBLED 207,000 07,790 1,114.790
TOVAL WELL COSTS 2,015,000 4,890,040 8,905,040
COG Opemting LLC
Dxta Prepared: _ 4/1472018
COG Oparating LLC
We approve:
% Warking Interest By ALEX KORZENEWSK KG

This AFE |s only 2n estimits. By signing you pgree to pay your shere

of the actunl costs ncurmd,



S CONCHO

FEDERAL EXPRESS
April 28, 2015

Kelly Van Zandt
6265 C.R. 423
Grandview, TX 76050

Re:  Well Proposal — Salvador Fes No. 3H
E/2 W/2 of Section 10:T24S-R34E: Unit Area
SHL: 190’ FSL & 1,470' FWL, or a legal location in Unit N
BHL: 330' FNL & 1,980’ FWL, or a legal Ioutlon inUnitC
Lea County, New Mexico

Dear SirfMadam:

COG Operating LLC (COG), as Operator, proposes to drill the Salvador Fee No. 3H well as a
horizontal well at the above-captioned location, or at a legal location as approved by the
govemning regulatory agency, to a TVD of approximately 11,000 and a MD of 15,600’ to test the
Bone Spring Formation (“Operation”). The total cost of the Operation is estimated to be
$6,655,040.00 and a detailed description of the cost is set out in the enclosed Authority for
Expenditure (“AFE”).

COG is proposing to drill this well under the temms of the-modified 1989 AAPL form of Operating
Agreement which is enclosed for your review and approval. The Operating Agreement covers
W/2 of Section 10 T24S-R34E. It has the following general provisions:

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

- -~ —If you-do-not - wish- to-participate in the Operation, COG would like to |éase your minerals under

the following generat terms:

«  $750/Net Mineral Acre
e 3 Yr. Primary Term
= Delivery of an 80% NRI, proporllonately reduced (1/5 Royalty)

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 geologic well
requirements. A self-addressed, postage paid envelope is enclosed for your convenience.



< CONCHO

If you have any questions, please do not hesitate io contact the undersigned at 432-221-0465.

Respectfully,

-

Mike Wallace
Senior Landman

I/We hereby elect to participate in the Salvador Fee No. 3H.

I'We hereby elect not to participate in the Salvador Fee No. 3H.

Company ot
Individuzal Name: Kelly Van Zandt

By:
Name:
Title:
Date:




COG OPERATING LLC

AUTHORITY FOR EXPENDITURE
DRILLING
WELL NAME: SALVADOR FEE #3H PROSPECT NAME: BULLDOG 2434 (717040)
SHL: T T FSL & 1470 FWL STATE & COUNTY: New Mexico, Lea
BAC J30FNCETOS0FWLE DRIECTIVE:
FORMATION._ DBESS/ZND BSS DEPTH: 15,600
TEGAC TEAS-HRE Lt 1.0
INTANGIBLE COSTS BCP ACP TOTAL
Title/Cuntive/Pamilt : 2064 11,000 11,000
Insurknee ] 202 4,000 302 4,000
DamagewRight of Way 203 5000 303 000
SurveyfStake Locaton 204 7,000 304 7,000
Location/Pita/Road Expense 205 80,000 305 20,000 100,000
Drifing / Contpletion Overhead 208 8,000 208 #,000
Tumiky Contrct ot C 207 []
Footage Contract 208 0 308 0
Tywork Comtract 200 400,000 308 400,000
Diroctional Drifing Servicas 210 145000 310 _ 145,000
Fusl & Powsr 3] 58,000 311 8.500 66,500
Water 212 53,000 312 370,000 473 000
Bits 213 54,000 313 ,000 70,000
Wi & Chemicals 214 50,000 314 21,250 71,250
Ol Stem Tast 215 0 315 0
Coring & Anzh3a 218 [ &
Cemenk SaTtace \ n7 3,500 e
Cement Internedints 218 55,000 55,000
Cement 2nd Intarmediate/Producion 218 a 39 135,000 135,000
Tement Squsezs & Other (Kickoft Flug) 220 0 320 [] 0
Fioat Equipmend & Centradizers b3} 27,000 321 14,000 — %000
Casing Crows B Equipment ] 15,600 322 17000 32,000
Fishing Toots & Sarvica 223 0 323 0
Geologic/Enginesring 224 0 324 []
Contradt Lebor 225 8,000 3125 178,500 184,500
Company Supsnision 226 [ ] o
Contract Supervision 277 38,000 327 70,000 108,000
Testing Casing/Tubing 228 10,000 328 10.000
My Logging Unit 20 21,000 326 21,000
Logging 0 0 330 [
Parforating/\Wireline Services Fx1] 8000 331 162,000 198,000
Stmutation/Tresting 0 332 2,200,000 2.200,000
Comy Unit 0 333 80.000 80,000
Swabbing Unfi 0 334 [}
Reitals-Surtace 235 85,000 335 185,000 ~_ 270,000
Remtai-Subturiace 238 000 238 20,000 195,000
Tracking/ForkiifVRig MobEzation 237 115,000 137 45,000 180.000
Welding Satvices — 238 3,000 138 5.000 9,000
Waer Disposal 39 338 362,000 382,000
‘Fivg t Abandon 240 340 []
Semic Anayais 241 T 341 [
Crosed Loop & Environmental 244 140,000 344 5,000 145,000
“Wacelaneous 242 T 342 [
Contingency 243 36,000 343 50,000 85,000
TOTAL INTANGIBLES 1,568,000 3,082.250 5,540,250
TANGIBLE COSTS
Surtace Cazing am - §4,000 54,000
Intermediste Casing 402 138,000 5023 139,000
Production Casing 0 503 234,000 234,000
Tuing o 504 85,000 85,000
Welheed Equipment 405 15,00 505 15,000 30,000
Pumping Unil 0 508 103.500 103,500
Frime Mover [ 74 [
Roda 0 508 55,000 55,000
Pumps . 0 509 3B000 36,000
" Tanks o 510 $0.000 _80.000
Fiowlnes g 514 27.000 27.000
Heatar Tretar/Separaior 0 512 54000 54,000
Electrical System - 0 513 36,000 20,000
Packers/Anchon/Hangans - a4 0 514 0 [
Couplinga/Fittings/Vaives 415 0 515 135,000 138,000
Gy Compreasors/Meters 0 518 7.280 7.290
Dafiydrator 0 517 []
jection Pant/COzZ Equip 0 518 0
Miscollanacus 418 0 519 0
Contingency 420 0 520 50.000 50,000
TOTAL TANGIBLES 207,000 907,780 1,114,790
TOTAL WELL COSTS 1,785,000 4,890,040 8,854,040
COG Oparatng LLC
Dats Prepared: 411472015
COG Operating LLC
‘We approve:
% Working nterest By: ALEX KORZENEWSK] K&
Company. Kelly Van Zandt
By:
Primtad Narna: :
Title: This AFE is anly an estimate. By signing you agree o pay your share

Date:’ of the actusi casts incumad.



