S CONCHO

‘ September 15, 2008 .

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

Chase Qil Corporatian

P. O, Box 1767

Artesia, NM 88211-1767

Attn: Ronaild W. Lanning, Land Manager

RE: Turkey Track Prospect
Andromeda Federal #1 {AP{ #30-005-27375}
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 Wolftamp 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 bottomhale
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. Inciuded hereln Is our AFE dated
August 19, 2008 as well as a copy the approved Permit to Drill.

We ask that you join Concho to the full extent of your iriterast 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 Chase Oil Carparation’s or its entity's of record contractual and leasehold interests
situated in Section 14-T155-R31E, Chaves County, New Mexico.

Progosol 2;
Chase Oil Corporation or its entity of record will farmout all of its contractual and leasehold

interests in Section 14-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.
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Proposal 3:
Chase Qil Corporation 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 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 methods:

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

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

COG Qi & Gas LP .
by COG Operating LLC, general partner

(]&,.%d)m«w

Jan Preston Spradlin, CPL
Senior Landman

1/We hereby elect to participate in the Andromeda Federal #1
1/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 Praposal 3

CHASE OtL CORPORATION

By:




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 680" FNL & 330' FWL OBJECTIVE: 13,450' MD(8825' TVD) Wolfcamp Test
Section 14, T15S, R31E
INTANGIBLE COSTS BCP ACP TOTAL
Title/Curative/Permit 201 1.000 1,000
202 22,000 302 22,000
Damages/Right of Way 203 15,000 303 15,000
Survey/Slake Location 204 3,000 304 3,000
Location/Pits’Road Expense 205 45000 305 5,000 50,000
Drlling / C ion Overhead 206 5,000 308 1,000 6,000
Tumkey Contract 207 307 0
Footage Contract 208 308 1)
Daywork Cantract 44:3 @ $18000/day 209 748,000 308 51,000 799,000
Trecianal DFlg Servicss wILWD 210 84000 310 554005
Fuel & Power 211 210,000 311 10,000 220,000
Water 212 30,000 312 50,000 80,000
Blts 213 50,000 343 1,600 51,000
Mud & Chemi 214 80,000 314 . 80,000
Drill Stem Test 214 318 0
Coring & Analysis 218 )
Cement Surface 217 13,000 13,000
Cement Infermediate 218 30,000 30,000
Cement 2nd Intermediate 7* 218 40,000 319 40,000
Cemenl Saueeze & Other (Kickoff Plug) 220 25,000 320 25,000
Float Equipment & Cer 221 7,000 321 7,000
Casing Crews & Equipment 222 16,000 322 10,000 25,000
Fishing Tools & Service 223 322 0
Geologic/Engi ing 224 10,000 324 1,000 11,000
Coniract Labor 225 10,000 325 20,000 30,000
Campany Suparvision 226 2,000 328 2,000 4.000
Contract Supervision - 227 56,400 327 14,000 70,400
Testing Casing/Tubing 228 4,000 328 1,500 5,500
Mud Logging Unit 229 35,000 329 35,000
Logqing 230 55,000 330 55,000
PerforatingMireline Services 23 5,000 331 .-~ 12,500 17,600
Stimulalion/Treating 332 750,000 750,000
3 ion Uni{ ) 333’ 45,000 45,000
Swabbing Unit 334 0
Rantals-Surface 235 80,000 3356 45,000 125,000
Renlals-Subsurface 23% 45.000 338 10,000 55,000 i
Trucking/ForkliRig Mobilization 237 100,000 337 1§,000 115,000 -
Welding Services 238 2,500 338 1,500 4,000
Water Dispasal 239 15,000 339 15,000 30,000
Plug to Abandan 240 340 1]
Selemic Analysis ' 241 341
Closed Loop & Environmental 244 100,000 344 100,000
Miscellaneous 242 - 5,000 342 1,000 8,000
Canlingency 243 225,730 343 108,150 331,940
TOTAL INTANGIBLES 2,483,690 1,167,650 8,051,340
TYANGIBLE COSTS
Surface Casing 500' 13 3/8" 401 32,000 32,000
Intec iste Casing 4000' Q 5/8%, 850Q-7" 402 512,500 €19,500
Production CasingfLiner, $500'4 1/2° 503 115,500 115.500
Tubing B200' 2 7/8” 504 93,500 93,500
Welthead Equipment 405 10,000 505 8,000 18,000
Pumping Unit 508 85,000 85,000
Prime Mover 507 30,000 30,000
Rods 508 20,000 20,000
Pumps 509 3,600 3.500
Tanks §10 28,000 25,000
Flowlines 511 1,000 1,000
Heater TreaterS¢parator 512 10,000 10,000
Electrical Sysiem 513 [1]
Packers/Anchors/Hangers 414 514 200,000 200,000
Couplings/Fittings\aives 415 2,000 818 13,000 15,000
Gas Comprassars/Meters 516 4,000 4,000
Denhydrator 517 [1]
injection Plant/CO2 Equipment 618 0
Miscalianeous 419 - 1,000 518 1,000 2,000
Contingency 420 66,450 520 60,950 127,400 .l
TOTAL TANGIBLES 730,930 670,450 1,401,400 N
TOTAL WELL COST3 3,214,640 1,838,100 5,052,740
COG Operaling LLC
By: J. Coffman /M. Corger Date Prepared:  B/19/08
We apprave:
% Working Interest
Company:
By:
Printed Name:
Title: This AFE is only an esfimale. By signing you agree {6 pay your share
Date: of the aclual costs incurred.
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NOW Hivaraw .

Ny, 1625 N. French Drive.
o . =t Hobhs, NM 88240
*. Form360-3
. August 2007) .
® UNITED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILL OR REENTER

o Sedntokly Ak adfNE e *

FORM AFPROVED
IMB No. (0040137
Spes July 31, 2010
S Lzaso Serial Na
SL NM%!DSSW BHL State of NM -

a Kﬂ?an. Allotee of Tribe Name

NA

1. Typeofwork: [J]DRILL CJremer

“tb. Typootwetr  [ZJouwat []as Went { other [ ]single 20ne [ Multigle Zone

7 1 Unit or CA Agresment, Name end No.

NA
§. Lease Name and Well No,; < E;L? i ]
Andromeda Fedaral #

9. API well N

2 Name of Openittr COG Qperating, LLC
{222137 3p-pos - 11715
I Address ggp \wast Texas, Sulte 1300 3n. Phane No. (mchele @rea woet) < lo. ﬁ‘i‘}jﬂ&%ﬁé‘&"""
) Midland, TX 79701 (432)- 8859158 Undesigmated Wolfcamp
(1, 8eo, T. R M. or Blk and Survey or Area

4  Looation of Well Repart locstion clevrly and ms ocvardance with any Siote requvements 4
Atsurfice 5607 FNL & 330' FEL, Unit A
At propesed prod. zane 660° FNL & 330* FWL, Unit D

Section 14, T158, R3ME

I4. Distance in miles and direction from nearcst town or post office”
Approx 15 mifas Nosth of Maljamar, New Maxico

12, County of Parish 13, Smee
Chavas Co, NM

1§ Distance from proposed* 330 16, No, of fcres in [base 17. Spacing Unit dedicated to this well

lacation & nearest. 180
rapecty of lease line, R 640
flusa ta rearest drig. unit line, if any)

18 Distence fror}\me o scd locnﬁn'm‘dl 19 Proposed Depth 20. BLM/BIA Bond No. on file ;
to nearest well, dniffing, completed, . . -
applied for, on this lense, A Joaso Mo NMB 000215

21 Elevations (Show whether DF, KDB, RT, GL, etc.) 22 Approximate date work will start® 23 Estimated duration

4375 GL 111152007 45 Days
4. Attachments .

ance with the requl

The following, completed in

1. Well plat certified by a registered surveyor.

2 A Dyilling Plen. . .

3 A Surfaer Use Plan {if the location is on National Fozest Systom Lands, the
SUPO must be filed with the appropriate Farest Service Office).

Htern 20 above),
5 Opentor certification

__BOSWELL CONTROULED WATERBASIN

of Onabore il and Gas Order No. 1, must be atteched o this forme

¢ Bond tn cover the operatioas unless overed by an existing band on file (see

6. }S}nﬁa ofber site specific informstion xnd/or plans x5 may be required by the

)
25. Signat Newe (Prinied/Typed) ¢ Date
|g y A_, /7"\_ DwainanMoure 08/12/2007
Tile “ 7
' Agent forCOG Operating LLC :
Approvedby S /7 Angel Mayes Yame (PrinedTyped) 15/ Angel Mayes BCT 16 2007
Tah Offics
: Adsistant Fiald Manager, ROSWELLFIELD OFFICE _ APPROVED FOR 2 Y£R8
Appiication appraval 3@ plicant holds legal or equitable litle to those rights i the Subjecticase which would catitle the applicanito
conduct operations therean,

Conditions of approval, il any, are aftached.

Statespdly fulse, fictitious or (raudulent statements or reprusentations as % any matier within its jurisdiction.

Title WUSC Soction 1001 2 Tite 43 USC, Scction (212, make it 8 crime forany perse knawingly and willfully 1o make to any department or agency of the Unfted

ed on page 2)

APPROVAL SUBJECTTO
GENERAL REQUIREMENTS AND
SPECIAL STIPULATIONS ATTACHED

*(Instructions on page 2)

NS e i et A B o e




Exhibit “A”

DISTRICT 3 Form C=102
125 K. Pranch Dr., Hobhe, M §5245 State of New Mexico Hevized Colvber 12, 2000
I;ISTRICT o EBaargy, Minarsls and Natural Resources Deparimant Subil t Appropeiste Mstrict Office
1301 W, Geand Avwoud, Arieis, NN BAT12 Stata Leata ~ 4 Coplen
- OIL CONSERVATION DIVISION Foe Lease — 8 Copiea
' DI TRICT I e arasa 1220 South St. Francis Dr.
' 1000 Mo Srexed B, dxise, Santa Fe, New Mexico 87505
DISTRICT IV .
(220 &, Ht. Frunds Dr., Smnta Pe, Nuf BT30S a AmED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
APl Number Poa} Cod Wﬂ Mq:t" Foal Nama
30 005~ -85 \/ Lio\feamn
d«: Propasty Name YWail Namber
*bb 1 ’7 ANDROMEDA FEDERAL 1
QCRIL Na. Ugeratar Name Blewation
24137 C.0.G. OPERATING L.L.C. 4375"

Surface Location

UL or lot No, | Bection [ Township Range lot ldn Peot from tan | North/Sauth Hne Peot from the Tast/West ling Counky
A 14 1188 ] 31 E 660 NORTH 330 EAST CHAVES

Bottorn Hole Loeation If Different From Surface

UL or lot No. | Seotton | Townabip Range Lot dn Fout frow the } North/fonth line Feet from the Rast/Went lne County
D 14 18 § 31 E 660 NORTH 330 WEST ) CHAVES

Dadicated Acres | Joint or Infill | Consolidation Code Order No,

10 :

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

Ry i “Hoject Aces s lkOacns  t OPERATOR CERTIFICATION
\ \ F \ A2
-‘ Fr— ' ‘Wialf' -~ 1 £ haveby curtify fhant the = formotion
330~ l (v \g e l : /330 ﬁ"’fﬁ’;‘"q w":.bm.t-dp o Mx)‘ :ui.elml
- thia withir owha & working

| propeecd Aanla
{ocatvn prursuand
- L LY Sl ) ég*wm_\%ﬁ*,--. cwner of such g minaral or i mlmo‘.
v orlwnwlw\l«n(p g agre

emwmmh hqfonmt-ndhl

Viare W s3o117a8" /71/ 2/

AW |

LAT: N 33'01'02.38"

LONG.: W10 4557 48" LONG.: W10X'47°05.25" | (.
spp N 734782117 ! N.; 736769.1 Sigadturs Date
£ 710144.863 | SPC- o osases
(NAD~83) (NAD-83) Quoting M Ypme Acc»-e Fotd
Priated Nome
C.-OC‘:

SURVEYOR CERTIFICATION .

& harody cerelfy that the wail Dcation shoum
on his plat was pieifed from fiald vwtas of
oofual JWiegs mode By mMe oF  wLer my
superviacn, and lhat (de some {x traor arl
oorveat te thy baai of my UnNef

CayHigiente No. Gary L. Jones 7977

AETN




Conf'i rmation Report — Memory Send

Page : 001
Date & Time: 09-15-08 08:33am
Line | ¢ +4326854398
Line 2 HES
Machine 1D : Concho Land
lob number H
Dats 1 09-15 09:31am
Ta s 15057487374
Numher of pages . 006
Start time : 08-15 09:3tam
End time o 09-15 09:33am
Pages sent F]
Status : 0K
Jah number B +%% SEND SUCCESSFUL #%++%

=z E_ I 5> o

Fasken Conter, Tower LI
550 West Texas Avenue, Suite 1300
' Midland, TXX 79701

Phone: (432) 6837943
Land Dept, Fax: {(432) 6854398

Total Pages (including ccver')!____l_t________ b

Privileged and Confidential B ki

‘ Dxte: %l_ﬁt ) = " Z.D DA ﬂ:.
' To: %r‘: Leannain O

CIna e Q10 D 0>
Fxs Se - ST ';1%."1 PN
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The whis is rn-ﬂ:w et ana 43 i iy m- M wha
WF i faraividunl oF antiey n-m 1 she rendaor gr- i nol the oF the r ATt
responsinie 1o daltue ir o0 the Intendet ceclplo, ,-- oy I on Svaars Thas ar tretl
YT met: \F you tmve thix in arvar, plcnn: lmm-dim.ly naniy w3 Dy relephone, and
rerum the orfginal massaga ta wa -01:::4 nkhnv- mdairamn wip the W8, Porul Sarefa
ank yaw.

If you have any difficulty in receiving rthis fax, please cnll
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Address:

Chase Oil Corporation

P. 0. Box 1767

Artesia, NM 88211-1767

Attn: Ronald W, Lanning, Land Manager

m Complete items 1, 2, and 3. Also complete
Item 4 if Restricted Delivery is desired.
5 Print your nams and address on the reverse
so that we can return the card to you,
& Attach this card to the back of the mallpiecs,
. or on the frant if space permits.

« 1. Article Addrassed to:

Chase Oil Corparatian

P. Q. Box 1767
N Artesia, NM 88211-17.67 3, Sorvice Typs
Attn: Ronald W, Lanning, Land Manager O GertificdMall £ Exprass Mall
[ Reglatered O Return Recalpt for Mgrehandiso

(\Nh O insued Mall 3 C.OD.
{ n HY\(L(&L\A\D }HL { 4, Rostricted Dolivery? (Extra Fea) 3 Yes

. Articl
B asto oo ct 91 7108 2333 3933 5312 855k

P8 Form 3811, February 2004

Domestic Astum Receipt

102095-02-M-1540 §




