Bold Energy, LP

415 W. Wall, Suite 500
Midland, Texas 79701
Main: 432-686-1100
04—
| ' ' /“HAND DELIVERED ON
: 11/28/06
November 27, 2006 _ ' \J

Oxy USA WTP L.P.
6 Desta Drive, Suite 6000
Midland, TX 79705

Attn: ‘Mr. David R. Evans

Subject: Well Proposal Oxy Checker State # 2 - 1980° FNL & 660’ FWL
Section 8, T19S, R29E
Turkey Track (Canyon),. Eddy County, NM

Gentlemen:

Pursuant to Article VI.B.1 of the Joint Operating Agreement dated March 1, 1997, Bold proposes the drilling of a
10,100’ Canyon/Wolfcamp test to be located on the lands described above. The cost estimate is for a dual
completion and both the Canyon and Wolfcamp will be included in the initial completion. Bold requests your
participation in the proposed well by either joining in the cost of dnl]ing and gaining the benefits from production
or going non-consent. The current non-consent penalty under the JOA is 100%/300%. Should Oxy agree to .allow
Bold to drill this well, we will have a rig available on or around February 15™ 2007. -

An Authorization for Expenditure is attached for a completed well cost of $3,095,305.

If you elect to participate, please sign this letter and AFE with your election shown. Please fax your election to me
at 432 686-1104 and return an original in the mail.

Once you have had an opportunity to review, please do not hesitate to call me at 686-1100 with any questions
regarding this proposal.

Very truly yours,
Peggy Kerr
VP of Land

AGREED TO PARTICIPATE OR GO NON-CONSENT (PLEASE WRITE RESPONSE

IN BLANK)

Oxy USA WTP L.P.

' C FLECORY

{
Déte: .

il Conservation Commission

Case No.
ExtibitNo



TIUIN C

RETURD

S,

Operator Weli Name )
BOLD ENERGY, LP Turkey Track (Canyon) “Section 8" 10,100
Burfece Lacation ) Section - Townshlp - Range County ' State
1980" FNL & 660 FWL 8 - T19S - R29E Eddy New Mexico
BHL ) ’ Fleld
1980' FNL & 660 FWL , Turkey Track
Primary Objective Secondary Objective AP Number
Canyon @ 9890' Wolfcamp @ 8880’ TBA
Project Type . ) Data Processing informstion '
Development X Single AFE No. Original )
Workover Dual X Suppliment - Version # [I]
TBA
Recompletion Muitiple
Before Qgslng Point After Casing Point Gross Total
Drllllng Evaluation | Code Completion Prod Facilitles | Code
‘ . : ‘800 - ... ‘F2074  232,0001 . . . 404 - . 304,800
13-3/8 " OD 0 to 375" 12,800 ’
858 *OD [ to 3000° 60,000
su2 “OD 0 to  10,100° ) 175,000
27/8 "OD 0 to 10,100" 57,000
0D 0 to
"op ‘ to
2. Casinghea “Tublnghead Chrlstmas Tnee S 10,5001 . ... 293 . 20500[ . : 493 31,000
8, - Tublig Accesscried L A o _.9,5007. " 412 9,500
Packers, Tubing Anchors 8,000
On/off tools
Nipples (SN & Profiles) 1,500
Purchnod RBP's, ntc
b 75,000{4°9 4] 75,000
_____ L EE :
juctl '91,000]43 8] - 91,000
Saparators 50,000 . ]
Metering E 5,000
Tanks 28,000
Valves, lengt&Co lllngn 8,000
7. L - o 402 8]
T _ - 5;000(4 5 e[ 5,000
Line Pipe 3,500
Vaives, Fittings & Couplings 1,500
Lrel sline; (Produ fro:saisgpoing "~ b Lo . '45,000{4°5.7 . 45,000
Line Plpe 40,000
_ Valves, Fittings & Couplings 5,000
10:. ~WaterDisposal System * - : ~ Ja9o
Injection Pump
Tranafer Pump
Gun Barrell & Tanks
Mﬁloﬂnq Equlpment
Eloctrléal Equlpmom
Line, Valvu, Fittings & Couplings
41; - Contingency. " ‘40%" . .8,330) . - 0} - 26,2001 - 29,800 . 58,130
TOTAL TANGIBLES 91,630 -0- 288,200 237,600 617,430
Before Casing Point After Casing Point Gross Total
Drllllng Evaluation Code Completion Prod Facllities | Code
L j19:e --35000{: - 306 83,000
LY 3,000 : 11,000
*1,000{1: 1 1,000 -2,500
L 2,000} 5,500
: . 8,500 130,000
\.oca\\on Pup & Anchors 3,500 -
Surveys (ROW & ARC) & Staking 1,600 j
Damages ) 10,000
Construction & Maintenance 35,000
Conductor, Rat Hole, Mouse Hole 7,500
Drilling Pit Lining 7,500
Locatlon Cleanup 5,000
Pit Reclamation 60,000 j
.- -Rig Moving’ Expense" Mobl'Demob Mods Stby. 1. --420;0001..; {187, 1 120,000
Contract Dnlllng 54001 d127af . szl 600,000
30 days gzo,ooo 90 per da i
£ 49,1 “Pulling.Unit - 60,0001 319 . 60,000
L@oo 00 per day
60,0007~ 1:0°8 . 7,000 [a o8] 67,000
Ip 12,8507 " .. 105 16,325 1305 18,975
Traller Houn Rsmal 4,500 2,250
Generator for House Traller .
Potable Water ’ 750 37s
Phones / inernet / Sateilite 5,400 2,700
Waste Water Service 2,000 1,000
22, Safety~She'Security T Equiprent & Services i J1T e R 374
Site Sacurity "
H2S Monltoring N\ 4,500
Contract Sahty Suporvlslon . \
~._30,001 1,000 3:4 1 - 31,000
orlng quigment B -1,100¢° {314 16,100
5. Water. .- e 39,800 2670 87,800
Fresh Wa!ar Plt Constructlon & Llnlng J
Fresh Water Wall Drilling '
Water Well Rental Equipment 20,000 5,000
Water Well Usage 2,000
Frac Tanks 3,000 19,800
Water Hauling to Location 25,000 13,000
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Wall Name: Data Processing information ~
Turkey Track (Canyon) "Section 8"
Location: AFE No.~ Original E Version # m
1980° FNL & 660 FWL TBA Supplement [_]
8 -T19S -R29E
Edd c un , New Mexlco :
R A o] Before Ca;lng Point After Casing Point Gross Total
Drilling Evaluation Code Complstion Prod Facilities | Code
, 49,5001 rael . 2500 o i3ar 52,000
Mud Products 8 Ch 1 42,000 2,000
Mud Cleanlng Equipment and Servlces
Mud / Gas Separator 7500 500
" 27.. 'Blts, Underreamers&Hole‘Openers T 75,000 cooqtas . i 75,000
728, Directional Drlling. Equipment & Services .~ .~ | - [T fwsel 0 o F o - |
© 29, " Fishing:Tools'8.Seivices' ' - T I N X . -
[ 30, “RenfalEquipmert " T YT 86,5001 1 4132l - 19,0000 N 33 2| "~ 105,500
Forklift / Manlift / Light Piants / Generators 20,000 i
Reverse Unit / Matting Boards / Racks ’ 7,500
Wall Control Equipment 18,000 ) 5,000
Rental DH Tools, Packers, Plugs ) 6,500
BHA, Orill Pipe & Motors | 48,500 j
~+31," Tibular Inpection'& Testing. - = ] 2,400] . {139} - 8,000). . 339 ~__ 8,100
.32, Casing Crews~ NULD Sarvice BOPETestlng I c28000) . o Jeerl 400001 . j3t7] " 35,000
"33. ‘Trucking ofTanglble ltems-(&m" 43,0001, . . 187 . fas1 13,000
*_34: . Mid ogding: _ I A )T 1) E s I SRR D | 18,000
.35, .Conventional:Coring & 'naysts I EEE o C i :
) ”...'.-DrulStern est Equipme _&Servk:es IR .
_DH:Comp - : S 8000 . {s18 - 8000
o8 L 3,500 ezl 2.000] 1370 7 5,500
Float Equlp. Cnntral!zers, DV Tocls 3,500 . 2,000
‘Liner - Hangers, Services ] )
" 39, Logglng, Wireline / Slickiine & AssociatédRentals . |- .- 94,000} 48,0001 44} -~ 73000]. " 344 . 433,000
Electrical Logs 40,000 .
~_ RFT/$idewall Coring 6,000
Cased Hale Logs & CBL j 11,000
Temperature Surveys 2,000 1,000
Gyro, Muiti-Shot, Single Shot 12,000 ’ _
Perforating, Plug / Packer Setting 65,000
Rental Lubricator & Flanges 6,000
.40, .Camentiig:Services:” 0 el s000] - faavel 35,000 - |38l 88,000
1338 "OD 400  Sacks 21,000 : )
868 "OD 1700 Sacks 30,000
512 "OD 900  Sacks 35,000
* 0D Sacks
“0oD Sacks
Sgueaze Cemanting
Canwht Plugs )
i 410 “Coled-Tuplng:Servies, .~ ... | ... | . .~ 82,500] {345 92,500
CT and N, Service ' ' 85,000
Rental Crane, Lubricator, Flanges ) 7,500
. 42 Stimulation Matérials-& Services: - - .. . - . T R T T 250, ooo D - 310| 250,000
: :(niot athierwi - | 4,500
45,000
13,000
3,000
- 48,000
<. 13,000
72,000
40,000] . fiwof o L T a4 10,000
;. e 17 135,700( 6.500( | . .-.80,000f .- * 2;700{ S 224,900
TOTAL INTANGIBLES 1,492,450 71,500 874,225 39,700 2,477,875
Cost Summary
TOTAL COST (Tangibles + Intangibles) 1,584,080| 71,500 , 277,300}:
EVALUATED COST $1,655,580
COMPLETED WELL COST INCLUDING FACILITIES $3,095,305

WELL CONTROL: Unless otherwise indicated below, you, as a non-operating working interest owner, agres to be covered by
Operator's well control insurance procured by Operator so long as Operator conducts operations hereunder and to pay your
prorated share of the premiums therefore. If you elect to purchase your own well control insurance, you must provide a certificate
of such insurance acceptable to Operator, as to form and limits, at the time this AFE is retumed, if avallable, but in no event later
than commencement of drilling operations. You agree that failure to provide the certificate of insurance, as provided herein, will
result in your being covered by insurance procured by Operator.
7|1 elect to purchase my own well control insurance policy. Well control insurance procured by Operator for the benefit of non-
operating working interest owners provides, among other terms, for $5,000,000 (100% W.\.) of Combined Single Limit coverage
for well control and related redrilling and clean-up/pollution expense covering drilling (through completjon) only with a $100,000
{100% W.1.) deductible.

"The above costs are estimates only and anticipate trouble free operations without any foreseeable change In plans. The
actual costs may exceed the estimated costs without affecting the authorization for expenditure herein granted. By approval of
this AFE, the working Interest owner agrees to pay its proportionate share of actual legal, curative, regulatory and well costs
under term of the joint operating agreement, regulatory order or othar applicable agreement covering this well.

BOLD ENERGY, L.P Co-Owner Authorization
Approved m Rejected D Approved D Rejected D
M Z % . Company:
Namef/Title: féseph Castillo, President Namef/Title:

Date: Date:
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Bold Energy, LP !

415 W, Wall, Suite 500

2 Midland, Texas 79701 :

Main: 432-686-1100 :
Fax:  432-686-1104

Z;Ceniﬁcd Mail

November 27, 2006

. .-:Mr". H:E:rbzrt Boles
223 W, Wall, Suite 825
Midland, TX 79701

Subject: Well Proposal Oxy Checker State #2 - 1980° FNL & 660° FWL ; - Lo
- Section &, T19S, R295 ! : :
Turkey Track (Canyon), Bddy County, NM '

fi ¥ Gentlemen:

. PR
i oy

T ! \ PR
Pursuant to Article VLB.] of tholUgint Operating Agroement dated March 1, 1997, Bold proposes the drilling of a
10,100" Canyon/Wolfcamp test to be located on the lands deseribed above. The cost estimate is for a dual ,
completjon and both the Canyon and Welfcamp will be included in the initial completion. Bold requests your
partioipation in the proposed well by either joining in the cost of drlling and gaining the beaefits from production
or going non-consent. The current|non-consent penalfy under the JOA §s 100%/300%. Should Oxy agres to allow
Bold to deill this well, we will have a rig available on ot around February 15® 2007.

An Authorization for Bxpenditure is attached for a completed well eost of $3,095,§Ex0$.
o

~ If you efect lo participate, please i

-t 4}%,686;’;1 104 and retuen an off ~

W | ? 15

A ﬁfé&g’e Have had an opportunit'ly to revicw, please-do not hesitate to call me at 686-1100 with any question

1 Iegan is proposal. i : e

i
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ll' 'Y \ 4

this letter and AFE with your ¢lection show:b. Please fax your election to me
in the mail. :
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FR MWU{M]MIWEMMI 1 %mao L L ST 13009
u mmgl&.-- et s 48,80071°4 7 . . 18,008
3. . Comvtionsl Garing :mum" g J i E) i
’l Ortd SLan Yuut | 'k Sorvicoh ] - KON 13 . R
A OH Bamplarion Yool H H : - t . gh00] . R (KK 8,500
R Catlng Accwsacries ;- FRIEEE 3800 Sjre - T 3488) - - {903 5,300

P1aat & nluu wf-u- H ' ) 4,588 3,658
1 UAM > ang e, 8 3
[ m.wwl_m'lﬁlaawlwmimmmﬁ, 580000 5 49008 s 4] F3.000] g 144 133,600
Sy Lage ! § L

48,000
AFT ] Otdywad Cortng ' 4,000 ,
Chieg Moh Lo & §8Y i 41,0001 .
Tetorrsiwe Juragye i » 3,870% 1.639|
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hv LTV Y2 . ) el B N - .
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Bold Energy, LP -
415 W. Wall, Suite 500
Midland, Texas 79701

Main: 432-686-1100
Fax: 432-686-1104

Certified Mail
November 27, 2006

Mr. Dick Frech

Monarch Resources, Inc.
115 W. 7™ Street, Suite 1310
Fort Worth, Texas 76102

| Subject: Well Proposal Oxy Checker State #2 - 1980’ FNL & 660’ FWL
Section 8, T19S, R29E

Turkey Track (Canyon), Eddy County, NM A

Gentlemen:

Pursuant to Article VI.B.1 of the Joint Operating Agreement dated March 1, 1997, Bold proposes the drilling of a
10,100° Canyon/Wolfcamp test to be located on the lands described above. The cost estimate is for a dual
completion and both the Canyon and Wolfcamp will be included in the initial completion. Bold requests your
participation in the proposed well by either joining in the cost of drilling and gaining the benefits from production
or going non-consent. The current non-consent penalty under the JOA is 100%/300%. Should Oxy agree to allow
Bold to drill this well, we will have a rig available on or around February 15% 2007.

An Authorization for Expenditure is attached for a completed well cost of $3,095,305.

If you elect to participate, please sign this letter and AFE with your election shown. Please fax your election to me
_ at 432 686-1104 and return an original in the mail.

Once you have had an opportunity to review, please do not hesitate to call me at 686-1100 with any questions
regarding this proposal. :

\ ly your
V2 U e
<) ey

Peggy Kerr
VP of Land

s 7 c//w 750 AGREED TO PARTICIPATE OR GO NON-CONSENT (PLEASE WRITE RESPONSE
IN BLANK) |

Monarch R " ourc %.
By: ' j

s (’§ SIGN &
Date: //?/-/4 ~44 RETURM




Oparator Well Name ™
BOLD ENERGY, LP Turkey Track (Canyon) "Section 8" 10,100°
Surface Location 'I Section - Township - Range County State
1980' FNL & 660 FWL 8 -T19S - R29E Eddy New Mexico
BHL Fleld
1980' FNL & 660 FWL Turkey Track
Primary Objective Secondary Objective API Number
Canyon @ 9890’ Wolfcamp @ 8880° TBA
Project Type Data Procsssing information
Development X Single ’ ' AFE No. Original | X
Workover Dual X TBA Suppliment Version # m
Recompletion Multiple
[ Before Casing Point After Casing Point Gross Total
Drilling Evaluation Code Completion Prod Faciilties | Code
1. Tubulars Setting Depths ] 72,800] . {204 232,000 404 . 304,800
13358 "OD o to 378 ’ 12,800 ) '
858 " 0D 0 to 3000 60,000
512 “OD 0 to 10,100" 175,000
278 "OD 0 to 10,100’ §7.000
QoD 0 to
" 0D to
2. . Casinghead, Tubinghead, Chiristmas Tree . . 10,500 {293 20,500] . C 483 31,000
3.. Tubing Accessories ‘ . 1. 9,500f . ... .. ]412 .. 9,500
Packers, Tubing Anchors 8,000 '
On/off tools
Nipples (SN & Profiles) ) 1,500
Purchased RBP's, atc.
R R o T o __715,000/4.9 4 75,000
__5. _ Capllary System: _ N L N N L
6. Production’Equipment ' N N T -91,000
’ Saparators . 50,000
Motering Equipment ) 5,000
Tanks 28,000
Valves, Flttings & Couplings 8,000
...7... . Elactrical:Lines'& Equipment . N T Y e . 428
-8 ‘Flowling:(WH to Production Unit): ' R B . . f..  5000[456 . . _ 5000
Line Plpe 3,500
Valves,' Fittings & Couplings 1,500
" 9. Pipeling (Production Unit to Sales Point) 1. S =i e 45,000]4 5.7 45,000
Line Plpa ) 40,000
Valves, Fittings & Couplings . 5,000
10.  Water Disposal System . ] . e 490
injection Pump )
Transfer Pump
Gun Barrell & Tanks
Metering Equlpment
Electrical Equipment
Line, Val\}es, Fittings & Couplings
1. :Contingancy. ;10% .. s 8,330 L0 FL - 26,200 21,600 | 56,130
TOTAL TANGIBLES 91,630 0 288,200 237,600 617,430
Before Casing Point After Casing Point Gross Total
Drilling Evaluation Complstion Prod Facilites | Coda

2 .. 48;,000] 35,000 0.8] 83,000
.. .8o000] .. .3,000].- .. ... 3-0f. 11,000
500 4000158 L ..1000]. .. ...fs:43l .. 2,500
_...3,500 R 22,000 . 13:42] - ... 5,500
121,500 85000 .. .. . [3-43[ ....130,000
) 3,500 '
Surveys (ROW & ARC) & Staking 1,500
Damagos 10,000
Construction & Maintenance 35,000
Conductor, Rat Hole, Mouse Hole © 7,500
Driiling Pit Lining 7,500
Location Cleanup 5,000
Pit R n 60,000
17. -_Rig'Moving:Expense, Mob / Demab, Mods.; Stby. . .120,0001 = 11er. .. . | 120,000
.18, Contract Driling ' ‘ ' 1. 540,000 124 60000 . .. {324 __ 600,000
30 _days  $20,000.00 per day
- 18 PulingUnit. ) o . o ... .80,000] . . ... {319l . 60,000
15  days $4,000.00  per day
- 20... Pawer &Fuel (not otherwise:ingluded) .. .. | _ -60,000]: 108l . 7:000] .. J3o08] . 67,000
. 21. " Onstté’ Stpervisor:Headquarters / Housekeeping . 12;650] . 0ol 6,325 IRELED 18,975
Traller House Rental 4,500 2,250
Generator for House Trailer
.Potable Water 750 375
Phone / Inernet / Satellite 5.400 2,700
Waste Water Service R 2,000 1,000
. 22. Safety- Site Security / Equipment & Services . . ) 174f L f374
Slte Security |
H2S Monitoring 4,500
Contract Safety Supervision
23...Safety:Incentive & Performance Bonus. - - .- |.  :30,000] . 1440, .. 1,000 I X S 31,000
24 Rig Ménitoring Equipment e 450000 . [11.4] .1,100 i 3.1°4) 16,100
25. Water ’ |_..48000[ .. J1e0  39800( . . . .Ji@o - 87:800
Frosh Water Pit Construction & Lining
Fresh Water Well Driliing ‘ :
Water Well Rental équlpmem 20,000 5,000
Water Well Usage 2,000
Frac Tanks 3,000 19,800

Water Hauling to Location 25,000 13,000
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Wall Name: Data Processing information -
Turkey Track (Canyon) "Section 8"
Locaton: AFE No. Original version# [1]
1980° FNL & 660 FWL TBA Supplement [
8 -T198 - R29E
Eddy County, New Mexico
Before Casing Point After Casing Point Gross Total
2 Drilling Evaluation | Code Completion Prod Facllities | Code
26, Mud Materials & Services 48,500 1,46 2,500} .. 347 52,000
Mud Products & Chemicals 42,000 2,000
Mud Claénlng Equipment and Services o
Mud / Gas Separator ’ 7,500 500
. Bits; Undefreamers: & Hole Openers - 75,000 [ 18} 75,000
‘Dirgctional Pritling Equipmient.& Services ) IR
shing Tools & Services.: ... . L f1.3:3] ] BEEE
Rental Equipment 86,500 1332 19,000} . Tas2 . 105,500
Forklift / Manlift / Light Plants./ Generators © 20,000
Reverse Unit / Matting Boards / Racks ) 7,500
Wall Control Equipment 18,000 5,000
Rental DH Tools, Packers, Plugs 8,500
BHA, Dril Plpe & Motors 48,500
L% : 60000 8,100
.32, 25; e 10,000} 35,000
133 .v..1sooo R - 13,000
i34, j ’ 18,0001 4.7} .'18,000
.35, Conventional- Corlng &Analﬁls . J1 275
“36:,_-DrillSterti Test: Eqmpment&Servk:es L REEX E A L .
~37._:DH Complefion Tools. Jo- __8,000 318 _.8,000
- 38. CGasing Accessorles 3,500 l107 2,000} {307k 5,500
Float Equip, Centralizers, DV Tools 3,500 2,000
Llner - Hangers, Serv\ces
39.  Logging; Wireline /'Slickling & Assoclated-Rentals _14,000] 46,000]1:4 4} 73,000}. .. 3 44] 133,000
Eloctrical Logs 40,000
RFT / Sidawall Coring 6,000
Cased Hole Logs & CBL. 11,000
Temperature Surveys 2,000 1,000
Gyro, Multi-Shot, Single Shot 12,000
Perforating, Plug / Packer Setting 55,000
Rental Lubricator & Flanges 6,000
40. Cementing:Services 51,000 11 1.8].. 35,000 . [31.8 _ 86,000
1338 " OD 400 Sacks 21,000 /
858  "OD 1700 Sacks 30,000 .
512 "OD 900  Sacks i 35,000
e} Sacks )
" 0D Sacks
Squeaze Cemanting
Cament Plugs
" 41. Coiled Tubing Sérvice _ 92,500] . {345 92,500
CT and N Service 85,000
Rental Crane, Lubricator, Flanges 7,500
42, Stimtilation Materlals & Services. ~ ... 250;000 310 250,000
. .43, - PUmp Truck:(not atherwise; included) . ) Tiss 4;500( lass|. 4,500
44. - Prodiiction Teshng ‘Equipment:&; Servlces 1. 45000 IEEEA 45,000
45, Water Haul offand Disposal, 173l 213,000] . 373 . ...13,000
86, CHe r . L i 4sl 3,000 - 346/ 3,000
47.. ‘RoUstabout Service (Cabor not theriiss ckded):. - & 18,000{. . . . REER -5,000( . .25,000|3 69 . .. .48,000
-_48. . Supplies . .2,0001 17,6/ . _1;000 10,00013 7.8[ . . 13,000
49. . Mt e i .2,00013°7 2} ._2,000
5. Repa(r Downhole: Equlpmenl S b
. 52, Capitalized Overhead, %.. . . R 102 302 :
.53, insurance:-. New Drill {<12,500" $10K, >12 wo'ssox) ©400007-.. . Yvaop . ] . 340 . 10,000
54, Contingancy. .. 10% ) ) 135,700|. . .. 6,500 . . ..80,000] . .2,700] .224,900
TOTAL INTANGIBLES 1,492,450 71,500 874,225 39,700 2,477,875
Cost Summary
TOTAL COST (Tangibles + Intanglbles) 1,584,080] 71,500
EVALUATED COST $1,655,580
COMPLETED WELL COST INCLUDING FACILITIES $3,095,305

WELL CONTROL: Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by
Operator’s well control insurance procured by Operator so long as Operator conducts operations hereunder and to pay your
prorated share of the premiums therefore. If you elect to purchase your own well control insurance, you must provide a certificate
of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event later
than commencement of drilling operations. You agree that failure to provide the certificate of insurance, as provided herein, will
result in your being covered by insurance procured by Operator,

Eilelect to purchase my own well control insurance policy. Well control insurance procured by Operator for the benefit of non-
operating working interest owners provides, among other terms, for $5,000,000 (100% W.1.) of Combined Single Limit coverage
for well contral and related redrilling and clean-up/pollution expense covering drilling (through completion) only with a $100,000

{(100% W.1.) deductible.

The above costs are estimates only and anticipate trouble free operations without any foreseeable change i
actual costs may exceed the estimated costs without affecting the authorization for expenditure herein grantfd.
this AFE, the working interest owner agrees to pay its proportionate share of actual legal, curative, regulato

under term of the joint operating agreement, regulatory order or other applicable agreement covering this well.
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THOMAB M. BEALL
550 W. TEXas, BUITE 220
P. O. BOX 3098
MIDLAND, TX 79702
(432) 687-0008B

AFRRIL 5, 2007

VIA FACSBIMILE 432-686-1104
& .
HAND DELIVERY TO!

Bold Energy, LP _
Attn: Ms. Peggy Kerr-Worthington
415 W. Wall Street, Suite 500
Midland, TX 79701

RE:  Your Well Proposal Oxy Checker State #2 — 1980° FNL & 660’ FWL
Section 8, T-19-S, R-29-E — Turkey Track (Canyon)
Eddy County, NM

Ladies and Gentlemen:
——Reference is made to your letter dated December 27, 2006 concerning the

captioned proposal Please accept this letter as confirmation of my continued desire to
participate in the drilling of this well.

- -As We have discussed, I signed the original AFE at the time of proposal. Even
though said proposal and AFE are now stale with regards to the operational limits set in
the Joint Operating Agreement, I would assume that a current AFE would show that the
overall costs have actually gone down since your proposal.

Please let me know the current status of your project and what plans you have for
the drilling of this well.

Very Truly Yours,

Thomas M. Beall



