December 17, 2007

VIA CERTIFIED MAIL-Return Receipt Requested
AND FACSIMILE (505) 748-7374

Caza Energy LLC

P. 0. Box 1767

Artesia, NM 88211-1767 _
Attn: Ronald W. Lanning, Land Manager

RE:  Turkey Track Prospect
Andromeda Federal #1 (APl #30-005-27975)
N2N2 of Section 14-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 propose 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 660' FNL
& 330" FEL with a bottomhole location at 660' FNL & 330" FWL with the dedicated project area
being the N2N2 of Section 14, Township 15 South, Range 31 East, Chaves County, New Mexico.
Included herein is our AFE dated August 20, 2007 as well as a copy the approved 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;
Concho would be interested in purchasing, subject to reaching mutually agreeable price

and terms, all of Caza Energy LLC’s or its entity’s of record contractual and leasehold
interests situated in Section 14-T15S-R31E, Chaves County, New Mexico.

Proposal 2:
Caza Energy LLC or its entity of record will farmout all of its contractual and leasehold

interests in Section 14-T15S-R31E, Chaves County, New Mexico, retain an overriding
royalty interest of 5% proportionately reduced and will retain the right to convert said
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overriding royalty interest to a twenty-five percent (25%) proportionately reduced
interest in subsequent proration units drilled in said section.

Proposal 3:
Caza Energy LLC agrees to enter into a mutually agreed to Operating Agreement in

substantially the same form as attached hereto to develop the entirety of the North Half
of Section 14, Township 15 South-Range 31 East, Chaves County, New Mexico as to all

depths.

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 methods:

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

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

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

@%u Dyrudb—

Jan Preston Spradlin, CPL
Senior Landman

I/We hereby elect to participate in the Andromeda Federal #1
I/We hereby elect not to participate in the Andromeda Federal #1
I/We hereby elect to pursue Proposal 1

I/We hereby elect to pursue Proposal 2

I/We hereby elect to pursue Proposal 3

CAZA ENERGY LLC

By:

Name:

Title:

Date:
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COG OPERATING LLC
AUTHORITY FOR EXPENDITURE

DRILLING

WELL NAME: Andromeda Federal #1 PROSPECT NAME: Turkey Track

Surf. 660 FNL & 330' FEL COUNTY & STATE: CHAVES CO. NM

BHL. 660' FNL & 330° FWL OBJECTIVE: 13,450 MD(8900' TVD) Wolfcamp Test

Sec.14 , T155, RIE

INTANGIBLE COSTS BCP ACP TOTAL
Title/Curative/Permit 1,000 1.000

[ 22,000 - 22,000 .

D Right of Way 15,000 15,000
Survey/Slake Location 2,000 2,000
Location/Pits/Road Expens 45,000 50,000 95,000
Drilling / Completion Overhead 5,000 1,000 6,000
Tumkey Contract 0
Footage Contract ! [
Daywark Contract 44:3 @ $18000/day 792,000 54,000 846,000
Directional Drilling Services 280,000 280,000

Fuel & Power 85,000 5.000 $0,000

Water 27,000 35,000 . 62,000

Bils 60,000 1,000 61,000

Mud & Chemicals 80,000 80,000

Drill Stem Test 0
Coring & Analysis 0
Cemeqt Surface 9,000 9,000
Cement | di; 30,000 PN 30,000
Cement Production 65,000 . §5,000
Cement Squeeze 8 Qther (Kickaff Plug) 25,000 25,000 .
Fioat Equi t&C i 4,000 7,000 11,000 -
Casing Crews & Equipment 8,500 - 10,000 19,500
Fishing Tools & Service j [)
Geologic/Engineering 1,000 1,000 2,000
Contract Labor 10,000 20,000 30,000

C Supervision 2,000 2,000 4,000
Contract Supearvision 44,000 15,000 58,000
Testing Casing/Tubing 3,000 3,000 6,000

Mud Logging Unit i 22,000 22,000 -
Logging. 135,000 135,000
Perforating/Wireline Services 83,000 B5,000
StimulationfTreating 730,000 730,000
Complation Unit 35,000 35,000
Swabbing Unit ]
‘Renais-Surface 60,000 20,000 80,000
Rantals-Sut 45,000 10,000 55,000

Ti orklitRlg i 80,000 15,000 95,000
Welding Services 1,500 1,500 3.000

Water Dispasatl 10,000 10,000

Plug to Abandon 0
Seismic Analysis 0
Miscellaneous 1.000 1,000 2,000
Contingsncy 189,600 117,650 307,250

TOTAL INTANGIBLES 2,085.600 1,294,150 3,379,750

TANGIBLE COSTS

Surface Casing 500' 13 ¥/8° 14,500 14,500
Intennediate Casing 4000°' 9 5/8™ 92,000 92,000

Py ion Casing/Liner 9900" 5 1/2° 228,650 228,650
Tubing 5500°' 2 7/8” 35,000 35,000
Welthead Equi) 8,000 8,000 16,000
Pumping Unit 85,000 85,000

Prime Maver 30,000 30,000

Rods 20,000 20,000
Pumps 3,500 3,500

Tanks 25,000 25,000
Flowlines 1,000 1,000

Heater T 10,000 10,000
Electrical System . 0
Packers/AnchorsiHangers . 1,000 1,000
Couplings/Fittings/Valves 2,000 - 13,000 15,000

Gas C 4,000 4,000
Dehydrator 0 RS
Injection Plani/CO2 Equi 0 %
Miscell; 1,000 b --1,000 2,000
Contingency 73,750 %515 58,265 .

TOTAL TANGIBLES 128,250 £11,665 6§40 915
TOTAL WELL COSTS 2,214,850 1,805,815 4,020,665 A

COG Operating LLC

By. Edck W, Corse( Date Prepared: 8{02/02007

We approve:

% Working Interest

Company:

By .
Printed Name:

Titla: This AFE is anly an estimate. By signing you agree to pay your share

Dale: of the actual costs incurred.




NeW vivieny on RIS é

1635 N, French Drive. . -

LS
“ . =& Hobbs, NM 88249 - .. \
. Fom3169-3 FORM APPROVED
August 2007) - .. . X l_gMBNo. 10040137
-“ Expues July 31, 2010
UNITED STATES s Lease Sorl 16
DEPARTMENT OF THE INTERIOR : by
BUREAU OF LAND MANAGEMENT __% ”I‘;” ; "’51887 BHL S;a'e of NM
6 ian, Allotee or Tribi
APPLICATION FOR PERMIT TO DRILL OR REENTER i r e e
N/A
la. TypeoFwork DRILL D REENTER N7IAIE Unit or CA Agreement, Name and No.
: 8. Lease Name and Well No, & 7
tb. Typeof Welt: []on wett ["]Gas Wett [ JOther {]Singte Zone [ ] Multiple Zone | Andromeda Federal #
2 Nameof Opertor COG Operating, LLC 9. APT well No,
{22237 3p - 008 - 21975
3a. Address I 0. Phone No. (indude area code) < 10. Fit:’d }n.d Eo& or Exglomtory
550 West Texas, Suite 1300
Midland, TX 79701 (432)- 685-9158 Usdesigrated Wolfcamp
11. Sec, T. R. M. or Blk.and Survey or Area

4 Laocation of Well (Report location clearly and in accordance with any State requirements %)
Atsurface 660’ FNL & 330' FEL, Unit A
Af proposed pred. zone 660' FNL & 330° FWL, Unit D

Section 14, T15S, R31E.

14. Distance in miles and divection from neasest town o7 post office® . 12. County or Parish 13. State
Approx 15 mites North of Maljamar, New Mexico Chaves Co. NM

15 Distance from proposed* 330 16. No. of acres in lease 17, Spacing Unit dedicated to this wefl

location o nearest 160

roperty of [ease line, & 640

FAlso to nearest dig. unit line, if any)
18 Distance from praposed Iocxtitlm‘ 19 Proposed Depth 20. BLM/BIA Bond No. on file

to nearest well, drilling, completed, NIA 13450° MD NMB 000215

applied for, on this lease, {t . 8825 TVD
21 Elevstions(Show whether DF, KDB, RT, GL, stc.) 22 Approximate date wark will start* 23, Estimated duration

‘ 4375 GL 11/15/2007 45 Days
1. Al ;
tachments ROSWELL CONTROULED WATER BASIN

The foltowing, completed in accordance with the requirements of Onshore Oil and Gas Order No. 1, must be attached to this form:

4 Bond to cover the operations unlcss covered by an existing bond on file (see
Item 20 above).

5 Operstor certification
6. gﬁ& other site specific information and/or plans as may be required by the

1. Well plat certificd by a repistered surveyor.

2. A Drilling Plan.

3 A Susface Use Plan (if the location is on National Forest System Lands, the
SUPQ must be filed with the appropriate Forest Service Office).

rald)
25. Signature Name (Printed/Typed) Date
PR e Dwaine Moore 09/12/2007
Title < / / .
Agent forCOG Operating LLC ’
Approved by (Signature) YAYS K%Z[Mdy&f Name (Printed/Typed) /. S/ ﬂn‘ge[Ma_ye‘g M&CT 1 6 20&?
Tith Office
ile Agsistant Field Manager, " ROSWELLFELD OFFICE  APPRGVED FORZ VEARS
Application approval & mm B‘;’éﬁ?} lﬁ! mﬁpﬁcm holds legal orequitable title to those sights in the subjectleasewhich would entitle the applicantto

conduct opcrations thereon.
Conditions of approval, if any, are attached.

Titte B\US.C. Sectian 1001 and Title 43 US.C. Section 1212, make ita cime forany person knowingly and willfully to make to any department or agency of the United
Stateslady falsc, fictitious or fravdulent statements or representations as to any matter withia its jurisdiction.

*(Instructions on page 2)

!inﬁed on page 2)

APPROVAL SUBJECTTO
GENERAL REQUIREMENTS AND
SPECIAL STIPULATIONS ATTACHED

£
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Exhibit “A”

DISTRICT 1 . Form C—102
1625 §. Franch Dr., Hobbe, M 80240 State of New Mexico Rovised October 12, 2008
Energy, Miperals and Nat R rtment
EEIS"{;RGIC'I; Au Actosia, NM 30210 g - - atural Resources Departmen Submit to Approprinte Bistrict Office
£ g 2.1 'vonuo, S o ‘ C i
‘ ™ DISTRICT I OIL CONSERVATION DIVISION e Lonse 3 Gonies
1000 Rio Brazos Re., Aztcc, NM 87410 1220 South St. Francis Dr.
Santa Fe, New Mexico 87505
DISTRICT IV
(220 S. St. Francis Dr, Santa Fo. NM 87505 D ED REPORT

WELL LOCATION AND ACREAGE ‘D}?DICATION PLAT
APt Numbor Pasl Cad WO poal Name
3p. 005- %1475 1/ ‘ Liol{camn

Property Code Property Name Well Number
&4 ANDROMEDA FEDERAL 1
OGRID No. Operator Name Flevation
223G, 37 C.0.C. OPERATING L.L.C.. 4375’

Surface Location

UL or lot No. Section | Townahip Range Lot 1an Fect from the | North/Scuth line Feet from the East/West line County

A 14 | 158 | 31 E 660 NORTH 330 EAST | cHAveES

Bottom Hole Location 1f Different From Surface
UL or ot No. Scetion | Township Range Lot Idn Feet from the North/South lne Feet from the East/fcst line County

D 14 (186S ] 31 E 660 NORTH 330 WEST | CHAVES

Dedicated Acros loint or Infill | Consolidation Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON~STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

“tojecy Area = \leOaeres | OPERATOR CERTIFICATION

’ {
o | 5
q-’ JT \ ‘\ \] \\ \‘ \ . 4‘\, < % l‘ \v \‘ r\\— P - I hereby l:rrtify that the wnformakion
roduti g Area 1 j/ contained herwin 15 brus and complats o
3 30\“‘ ] I t 3 SOil m te3t of my kmowledge and baticf, and that
el RN U AR ER P S organizafion either owns a working
~ ! ! 7 L interest or unleayed mineral inlerest in the
F’ " tond including the proposed bottom. Aole
J {ocafion puwrsuant fo o confroct with on
A — — aumerof:uchamnm—ulorworbuwmtmsc
R or to & £
compuhvry pooliug order hmhfm mlmd by

LER & FAC i
| ['tar: N szo117.18” / /'7.,_/ 7/z/c:w

' LONG.: W103°47'05.25" “ signdture Date
| SPC- N.: 735769.1

E.: 709468.5
(NAD-83) Crming #ore /LJ.W fold

Printed Name
C o6
SURVEYOR CERTIFICATION

|
}
|
L
POTTOM_HOLE LOCATION '
LAT: N 33°01°07.36" |
LONG.: W103'46°57.48"|
spo- N5 734782.117
E.: 710144865 |
(NAD-83) ] Lo mm =
|
I
{
1
|
|
|
!
|
|

3J

4370.3 4367 o'

I hereby certify that the well {ecation shawn
on this plat was plotted from fold notes of
astual swruvoyr made by wme or undsr my
supervison, and ltdat the saome {z trua and
aarrect fo the best of my beiiaf.

R

———— — ——" — o— o~ - — s

Certificate N;M'Jones 7977

fos e —— v — —— ——

BASIN SURVEYS




