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Chevron USA, Inc.

P. O. Box 1635

Houston, TX 77251

Attn: Kevin McNally !

RE: Turkey Track Prospect
Taurus Federal #1 — \/
5252 of Section 10-T155-R31E
Chaves County, New Mexico

Ladies and Gentlemen:

COG Oil & Gas LP and its general partner COG Operating LLC (hereinafter referred to as Concho) hereby
propase the drilling of a horizontal well to a depth sufficient to adequately test the Wolfcamp formation
at an anticipated total vertical depth of 8900’ and total measured depth being approximately 13,450".
The surface location for this well has been permitted at 330" FSL & 330" FWL with a bottomhole
location at 330" FSL & 330" FEL with the dedicated project area being the 5252 of Section 10,
Township 15 South, Range 31 East, Chaves County, New Mexico. included herein is our AFE dated
August 20, 2007 as weil as a copy the submitted Permit to Drill,

We ask that you join Concho to the full extent of your interest in the drilling, testing and completing of
this proposed well by indicating your acceptance in the space provided,

However, in the event you do not wish to participate, Concho respectfully requests that you consider as
an alternative either of the below proposals:

Proposal 1:

Concha would be interested in purchasing, subject to reaching mutually agreeable price and
terms, all of Chevron USA, Inc.’s or its entity’s of record contractual and leasehold interests
situated In Section 10-T155-R31E, Chaves County, New Mexico.

Preposal 2: .
Chevron USA, Inc. or its entity of record will farmout all of its contractual and leasehold interests
In Section 10-T155-R31E, Chaves County, New Mexico, retain an overriding royalty Interest of
5% proportionately reduced and will retain the right to convert said overriding royalty interest

to a twenty-five percent (25%) proportionately reduced interest in subsequent proration units
drilled in said section.

Prapgsal 3:

Fasken Centar, Tower 550 West Texas Avenue, Suite 1300 Midland, Texas 79701 mione 432.683.7443  rx 432.683.74M




Chevran USA, inc. agrees to enter into a mutually agreed to Operating Agreement in
’ substantially the same form as attached hereto to develop the entirety of the South Half of
Section 10, Township 15 South-Range 31 East, Chaves County, New Mexico as to alf depths.

This proposal is a replacement of our proposal dated December 17, 2007. The AFE enclosed herewith
has been updated to reflect current estimated costs.

Please indicate below the option of your choice below, sign and return this letter at your earliest
convenience to my attention by any of the following methads:

. US Mail - 550 West Texas Avenue, Suite 1300, Midland, Texas 79701
. Fax —~432.685.4398
° Email - Ispradiin@conchoresources.com

Should you have any guestions, please do not hesitate to contact me at 432.683.7443,
Very truly yours,

COG Oil & Gas LP
by CQOG Operating LLC, general partner

el é]})(kﬂ/‘

Jan Preston Spradlin, CPL
. Senior Landman

I/We hereby elect to participate in the Taurus Federal #1
I/We hereby elect pot to participate in the Taurus Federal #1
I/We hereby elect to pursue Proposal 1

)/We hereby elect to pursue Proposal 2

i/We hereby elect to pursue Proposal 3

‘ CHEVRON USA, INC.

By:
Name:

Title:

Date: L)




COG OPERATING LLC

AUTHORITY FOR EXPENDITURE
DRILLING
WELL NAME: Taurus Federal #1H PROSPECT NAME: Turkey Track
Surf. 330° FSL & 330' FWL COUNTY & STATE: CHAVES CO. NM
BHL 330° FSL & 330" FEL OBJECTIVE: 13,330' MD(8680' TVD) Walfeamp Test
Section 10, T158, RIME .
INTANGIBLE COSTS ‘ BCP ACP TOTAL
Tite/Curative/Permit 201 1,000 1,000
Insurance 202 22,000 302 . 22,000
Damages/Right of Way 203 15,000+ 303 15,000
Survey/Stake Location 204 ¥ 3,000 304 3,000
Locetion/Plis/Road Expanse 205 45,000 305 5,000 50,000
‘Drilling / Complatian Qvarhead 208 5,000 306 4,000 5,000
Tumkey Conlract 207 307 a
Footage Contract 208 - 308 0
Daywerk Contract 44:3 @ $18000/day 209 748,000 309 51,000 799,000
irectional Osilling Services wi LWD 210 384,000 310 384,000
Fuel & Fower 211 210,000 311 10,000 220,000
Water 212 30,000 312 60,000 60,000
Bits 213 60,000 313 1,000 51,000
Mud & Chemicals 214 80,000 314 . £0,000
Drit Slem Test 219 315 1]
Coring & Analysis 216 [}
Cement Surface 217 13,000 13,000
Cement intermedints 218 30,000 30,000
Cement 2nd [ntermediete 7° 218 40,000 319 40,000
Cement Sq & Other (Kickoff Plug) 220 25,000 320 25,000
Fioat Equipment & Cantralk 221 7,000 321 7,000
Casing Crews & Equi 222 15,000 322 10,000 25,000
Fishing Tools & Service 23 33 0
logi ineering a4 10,000 324 1,000 11,000
Contract 4!..;!)3( 225 10,0800 325 20,000 30,000
C Supervisian 226 2,000 326 2,000 4,000
Controct Supefvision 227 56,400 327 14,000 70.400
Testing Casing/Tubing 228 4000 2323 1,500 5,500
Mud Legging Uinit 229 35,000 329 35,000
Logging 230 55,000 330 55,000
Perforaling/Witsline Services 231 5,000 331 12,500 17,500
Stimulation/Trenting 332 750,000 750,000
Completion Unit 333 45,000 45,000
Swabhing Unit 334 0
Rantals-Surface 235 80,000 335 45,800 425,000
Rentals-Subsurfi 236 45,000 338 10,000 55,000
Trucking/ForkliftURig Mobil: 231 100,800 337 45,000 115,000
Weldicg Sarvices zn 2,500 334 1,500 4,000
Water Disposal 233 15,000 339 15,000 30,000
Blug ta Abandon 240 340 [)
Seismic Analysis 241 20 ]
Closed Laop & Environmentat 244 100,000 344 100,000
Miscall 242 5.000 342 1,000 6,000
Contingsncy 243 225790 343 108,150 331,940
TOTAL INTANGIBLES 2,483,690 1,167,650 3,651,340
TANGIBLE COSTS
Surface Cosing §00° 13 3/8" 401 32,000 32,000
Intermediate Casing 4000° 8§ 9/8", 85007 402 618,500 819,500
Production Casing/Uner, 55004 1/2° §03 115,500 115,500
Tubing 8200" 2 7/8* 504 93,500 93,500
Wallhead Equipment 405 16,000 505 8,000 18,000
Pumping Unit 506 85,000 85,000
Prime Mover 507 30,000 30,000
Rads 508 20,000 20,000
Pumps 508 3,500 3,500
Tanks &10 28,000 25,000
Flowlines 511 1.000 1,000
Heatsr TrealarS 512 10,000 10,000
Eleclrical System 513 )
Packers/Anchar=/Hangers 414 N4 200,000 200,000
CouplingssFiltings/Valves 418 2,000 816 43,000 15,000
Gas Compressors/iMeatars 416 4,000 4,000
Dehydintor S17 0
Injection Plant/CO2 I . s5t3 [1]
Miscelianaoys 418 1,000 519 1,000 2,000
Cont Y 420 68,450 §20 80,260 127,400 |
TOTAL TANGIBLES 730,950 670,450 1,401,400 i
TOTAL WELL COSTS 3,214 540 1,838,100 5052740
COG Operating LLC
By: J. Coffman / M. Corser Date Prepared: . 8/19/08
We approve:
% Waorking Interest
Compnny:
By:
Printed Nmo:
Thie: This AFE is anly an oatimate. By signing you agres io pay your shase
Date: of the actual costs incured.




& OPERATOR'S COPY
* Fom3l60-3 PORM APS&OVED
{August 2007) (MB NJn, 10040137
ly 31, 2010
UNITED STATES — 5_’:; i
DEPARTMENT QF THE INTERIOR - LERST SN
‘ BUREAU OF LAND MANAGEMENT SLNML 105885 BHL State of NM
6 I Indian, All Tribe N
_ APPLICATION FOR PERMIT TO DRILL OR REENTER o, Aot ae Tribe Nare
: NA
In. Type of work: DRILL D REENTER N‘jAlf Unitar CA Agreerueat, Neme and No.
8 Leare Name and Well No.
Ib. TypeafWell: [ ]Joil weu [ ]Gas Well [_Jother v [£]Single 2ane [ ] Muliiple Zone | Taunus Federal #1H
2 Nameof Opemtor COG Operating, LLC 9. APT well No
3. Addrest g0 Waet Texas, Sute 1300 3, Phone Na. i area cod) 10, Fieid ond Paal, or Explorstery
Midland, TX 75701 {432)- 685-9158 Undesignatsd Woifcamp
4, Location of Well {Repart Jocotion clrar(y and in arordones with @1y S req U] 11, 8ee, T.R. M. or Blk and Survey or Area
Atsufuce 330° FSL & 330" FWL, Unit M N Saction 10, T155, R31E
ROSWELL CONTROLLED WATER BASIN '
At proposed prod. zone 33C° FSL & 330" FEL, Unit P .
14. Distance in miles and dircction from ocarest fown or post oftie® 12. County or Parish 13, Stufe
Approx 15 miles North of Mafjamar, New Mexico Chaves Ca.. NM
15. Distance from proposed® o4, 16, No. of acres in icase 17, Spacing Unit dedicated o this well
tocetion o neareyt 160
perty of fease Hoe, A, 800
mso to nearest drig. wnil line, if any)
I& Distence from p&n:’hoscd Incali?n‘d 19. Proposed Depth 20. BLM/BIA Bond Na. on file
to aearcst wel, drlling, comploted, g/ 13200' MD NMB 000215
applied for, on this lease, R 8680° TVD
21, Elevations {Show whether DF, KOB, KT, GL, eic) 2 Approximate datc work will start? 23, Estimated duration
4156l 04/01/2008 | 45Days
24, Attachments
N The following, campleted in dance with the requi s of Onsbare Oil and Gas Order No. 1, must be attached 1 this form:
1, Well plat certified by a registered surveyar, 4. Bond to cover the aperations unless cavered by an existing bond on file (see
2 A Drilting Plan. e 20 abova).
3. A Surface Use Plan {if the location is on National Forest System Lands, the 5, Opemtor certification
SUPO must be filed wilh the appropriste Forest Service Office). [ gabi other sitc specific information andfor plans as may be required by the

25, simy 7 ’/@ Name (Printed/Typed) Date
. - / (B N Dwalne Moore 09/12/2007
- Tits ‘
’ Agent fér COG Oparating y{ o .
Approved by ) / ]j m/ Nnn:le {Printed Typed) /S/ ,ﬂnjb‘ [ Mayes D.ﬁ F{: 1 z 2807

=
e « hssistant Fldld Manager, 9%y cor ) b p orice KPFROVED FOR 2 YELS

Applization agproval d’v:n:s|= ) Warraat orccm}y aﬁt the applicant bolds legal orequilablc titfe to thase rights in the subjecticase which would entitie the applicantto
K3

canguct operatians thereon.
Canditions of approval, if any, arc attached. 4

Title 18 US.C. Section 1001 and Titie 43 US.C. Section 1212, make it crime forany person kmﬂyﬁmd willfully to make ta any department or agercy of the United
ction.

Stalcsany falee, fictitious or fraudulent statcmonts or representations a3 t any matter within its j

(Continued on page 2) *(Instructions on page 2)

APPROVAL SUBJECT TO
GENERAL REQUIREMENTS AND
SPECIAL STIPULATIONS ATTACHED




DISTRICT 1 Form G-102

. 1008 R Prowsh Or. Nehea, T8 BD840 - ~ State ‘n_f New Mexico Revtaed Ootober 12, TS
o s Depurtmmmt
?‘Lszmcr [} e ss fabmit to An;;y::l:“ n:u:n.( :z
DISTRICT 111 OIL CONSERVATION DIVISION Pos Leta - 3 Coplen
1220 South St. Prancis Dr.
1000 Rie Brevos RA, sgtec, NH &YeIR
Senta Fe, New Mexica 87505
DISTRICT IV
1S B E. Praaels Br., nia Fo. ¥ STHS N () AMENDED REPORT

.

WELL LOCATION AND ACREAGE DEDICATION PLAT

AFT Rumber Poal Code . Fool Name
Properiy Coda '.mm Nams Fall Numbor
TAURUS FEDERAL H
OCRID Nu. Oparater Heme Dievation
C.0.G. OPERATING L.L.C. 4415’

Surface Location

Ul or lok Ne, Seation Townahip Rucge Lot Hdn. | Peel from the | Narih/Seuth lne Yewi from the Euot/Wesl. ling Caunty
M 10 1S | 3t E ' 330 SOUTH 330 WEST CHAVES

. Bottom Hole Locetion If Different From Surface

UL or lot Mo. Seetica | Tawuship Raoge ot ldn Tasl from the Neorth/Bouth line Pawt Cram the Bast/West line Cousty

P 10 |58 | M1 E 330 SOUTH 330 EAST | CHAVES

Pedicatad dovea | Jolnt or fofill | Consolidaticn Cade Order No.

NO ALLOWABLE WILL PE ASSIGNED TQ THIS COMPLETION UNTIL ALL INTERESTS HAVE HEEN CONSQLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

o —— - —

Whnmmu
ownrr of such & entnerad inderozt,
ot 3¢ o wualery pieling -
- B dirizhen. d
L e e e e e e e e e e i - e =
-uplhlr' Data
Prinlsd Reme

SURVEYOR CERTIFICATION

o

on ire plol wan ploited fram flald weite af
oviual yxryexs NS Wy wma er  under my
Rupersinen ont tAnt (M s (8 irer ond
sorvael Lo ke dext af My beliaf

4415.2° 44116

-

A

——-—-——u——-{-—- -y — +——l———-—-d

e e e e ot o e ——

B ‘SURFACE LOCATIN | SOITGN HOIE LOGATION
_&L’\/ AT: N 33012887 | WT: & sxorasz2-)

| LoNG.: Wios49°01.83" | LOKG.: WiD34307.287)

§ spe. N 736070.4 _ N 736718.220
_____ £ 8993580 E: 704118.488
3 i P ao-ay (a0-83) i
SE SRS SIS { 330"
KR { wiid ] Y
b '.3 ot 1 i A




Pookage B 171082133
« | Destination ZIP Cod
= Qusiomer Referance:
Heciplent:

gt

Fleireiss:

Chevron USA, Inc.

P. 0. Box 1635
Houston, TX 77251
Attn: Kevin McNally

B Complete itams 1, 2, and 3, Also complete
item 4 if Restricted Dallvery (s desired,

m Print your name and address on the reverss
so that we can retrn the card to you.

A Attach this card to the back of tha mallplace,

or on the front if apace permits.

ignal

A e - .
L i,

O Agent
_-- L Addressee

B, Received by (Printed Name} @ laap Msmry

1. Article Addressed to:

Chevron USA, Inc.
P. Q. Box 1635
Houston, TX 77251
Attn: Kevin McNally

\jluuhlu\ \5-2,({ &l

D. la defivery address differant from tem1? T Yes
1t YES, enter dalivery address below: [ No

3. ice Type v
gémmed Mall  [J Bxpress Malt ;
Registered £3:Rotumn Recsipt for Merchanidise
O Insured Mall

K c.op

4. Restricted Delivery?,

2. Article Number
(Transfer from s€l ... ... .,

PS Form 3811, February 2004

91 7108 2133 3933 5313 &tav

Domestic Retum Recelpt

102595-02-M-1040

Al ——




Vemngramis

Jén Spradlin

Full Name:
Last Name:
First Name:

Business Address:

Business:
Business Fax:

E-mail:
E-mail Display As:

Kevin McNally
MgcNally
Kevin

Chevron North America Exploration and Production
11111 S. Wilcrest N
Houston, TX 77099 '

(281) 561-3829
(281) 561-4874
kmcnaily@chevrontexaco.com
kmenally@chevrontexaco.com




7 CCnCHO | FAX

Fasken Center, Tower II
550 West Texas Avenue, Suite 1300
Midland, TX 79701

Phone: (432) 683-7443
Land Dept, Fax: (432) 685-4398

Total Pages (including cover): L

Privileged and Canfidential

Date: %Q& Vj) 2008
Ta: Mﬂvb MO‘{\QM)L@—

ChouPne U~A
Fax: 281-SH-2R
21 -5l -4

From: MVL %‘Q’\QA J?,Lm/
—u 1

. Subject: ].\(lnh 75 \l)-u& 4 '&‘

r The information iteed bry this Facsimile i3 idered privilegcd and confidential, and is intended oaly for the use
nf the individual or entity named. If the reader of this message is not the intended reciplent or the employee or upent
responsible 1o deliver it ta the intended recipient, you should be aware that any dissemination, Jistribution or copying
of this communication is steictly prohibited. If you have received this communication in errar, please immediately notify us by teiephone, and
return the original message (o us ot the above address wia the U.S. Postal Service.
Thank you.

If you have any difficulty in receiving this fax, please call




—7—

.

Confirmation Report —Memory Send

Job number

Dgte

To

Number of pages
Start time

End time

Pages sent
Status

Joh numbar

= COICHA

Page : 001

Date & Time: 09-15-08  10:28am
Line 1 : 4326854398

Line 2 4+

Wachine |D : Concho Land

087

08-15 10:18am

: 812815614874 '
008§
28~15 10:1%am

09-19 10:20am -
Q08

oK
.- 087 #3%% SEND SUCCESSFUL #*=

LA X

Fasken Conrer, Tavwer IT
S50 West Texas Avenue, Suite 1300
Midland, T 79701

Phone: (432) 683-7443
Land Dept. Fax: (432) 685-4398

Toltal Pages (Including cover): L"

Privileged and Confidential

‘:;nglé- S, 2%

!

Iruate:
To: Y Owoen jf\/\JCL"\JX(Zl D0y,
Y [4)
Fanxs P2 o]
2RI -l ] - SR
Mrosms ><(}> j\‘)/\@__/\ b1 in
Subject: h\n'LhJJJ\ \é)L) '
4
T hy thiy [ privileged anrd and fa i anly Hor mu ul-
T e edietal o ety et 1 os Tonaer ot - not the or the
reapndyible fo 4.-u-=r it 8@ IR inlended realpient. 10w shauld Ly s IHaT ary diasew (PeVRON, oJisrTRution of
AP NS warnmunitatine (@ dricily prenivited- [T you have roeclved this COMmMMUnicofon v errar, plesac (mmadiar=iy m.mry..- nv l:lvnlldn- ana
e

r- wm che ang-uu: rHogsugc 1O ua o¢ iha DUGVa Oddraas vin U Pagtel Survies

Thonit yowe

If you have any difficulty in r=ceiving this fax, please call




