OGXResources LLC

P.O. Box 2064 ¢ Midland, TX 79702 « (432) 685-1287 Fax (432) 686-7109

CERTIFIED MAIL RETURN RECEIPT REQUESTED # 70091680000072651961

July 19, 2010

RKC, Inc.
7029 E. Briarwood Circle
Englewood, Colorado 80112

RE:  Well Proposal
Mongo 25 Fed Com #2-H Well
T-24-S, R-28-E, N.M.P.M.
Section 25: S/2N/2
Eddy County, New Mexico

Gentlemen:

OGX Resources LLC (“OGX”) hereby proposes to drill the above referenced well at a surface location of
374’ FEL and 1980’ FNL of Section 25, T-24-S, R-28-E, N.M.P.M,, Eddy County, New Mexico. This
well will be drilled to a true vertical depth of approximately 7,000” and then drilled horizontally to a point
approximately 350" FWL and 1980° FNL of Section 25 to test the Avalon Shale interval.of the Bone
Spring formation. The proration unit for this well will be the S/2N/2 of Section 25.

OGX invites your participation in this well. Your working interest ownership in the proration unit for this
well would be 25% X 80/160 or 12.50%. Additionally, enclosed you will find an Authority for
Expenditure (“AFE”). In the event you elect to participate, please sign one copy of the AFE and return it
to me at the above captioned address. Upon receipt of the signed AFE, we will forward you an Operating
Agreement for your review and approval. Said Operating Agreement would designate OGX as Operator.

According to the Eddy County, New Mexico records, your interest is derived from that certain USA lease
NM-25953 dated April 1, 1971.

In the event you elect not to participate in the above referenced well, OGX respectfully submits the
following proposal:

Term Assignment Proposal

Term: One (1) year.

Bonus Consideration: $250.00 per net leasehold acre.
Depths: Surface to the base of the Bone Spring formation.
Net Revenue Delivered: 75% o
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Please let me know if you have any questions or comments.

Sincerely,
OGX Resources LLC

Garland H. Lang III
Land Manager

Enclosures

S/OGX/proposals/Mongo 25 Fed Com 2H/Anadarko Proposal_Mongo 25 Fed Com 2H 031110




OGX RESOURCES LLC
AUTHORIZATION FOR EXPENDITURE

DATE:  3/1/10

OGX AFE No.: :
AFE Title: Avalon Horizontal

1N & No.: Mongo 25 Fed Com #2H
el Name ’ ' ‘ Field: LOVING / Blazing Saddles

State: NEW MEXICO ‘ County: EDDY B B
Exploratory XX Development: - ” oil: XX GAS
Prgposed )lgormatlon AVALON Proposed Depth: 7000 TVD / 11,500' MD
Description: 1980 FNL & 374 FEL _SEC.25- T24S - R28E

BHL: 1980 FNL & 350 FWL »

MAJ SUB DRYHOLE MAJ COMPLETION TOTAL

DEVELOPMENTAL DRILLING;

Turnke 725 470 $0| 726 $0 $0
Mobilizgtion/Demob. 471 $55,000 $0 $55,000
Location, Pits, Roads 472 $65,000 $10,000 $75,000
Cement and Cementing Services 473 $40,000 $70,000 $110,000
Mud Logging 474 $40,000 $0 $40,000
Mud Materials,Chemical & Water 475 $65,000 $125,000] $190,000
Logging and Sidewall Coring 478 $35,000 $5.000 $40,000
Perforating 479 $0 $35,000 $35,000
Stimulation 480 $0 $900,000 $900,000
Formation Testing 482 $0 $32,000 $32,000
Testing Tubular Goods .- 484 $0 $5,500 $5,500
Tooi Rental DOWNROLE: . . 488 $40,000 $3,500 $43,500
Tool Rental INCLUDES CLOSED MUD SYSTEM 488 $185,000] - $185,000
Drilling Footage i 489 30 $0 $0
Drilling Day Work 40 days - 490 __$475,000 $34,500 $509,500
Float Equipment - 491 $6,5001( $5,000 $11,500
Bits, Core Barrells, etc. 492 $65,000 . . $550 $65,550
Other Special Well Services . 494 $18,000 $10,000 $28,000
Contract Services' & Equip 510 $12,000 $20,000 $32,000
Directional. Drilling - . 511 $210,000 30 $210,000
Completion Unit . 528 $0 $56,000 $56,000
Fuel & Power j 539 |- $105,000 :$0 $105,000
Auto & Truck Expense 1545 _$15,000 $2,500 $17,500
Compariy-Supervision 60 @ 1000 ~ 501 $40,000 : '$20,000 $60,000
Miscellaneous & Contingencles ] i 15%) 599 [ $220,725 : $200,183 $420,908 |.
Subtotal ’ N ) $1,692,225 ) $1,534,733 $3,226,958
DEVELOPMENTAL LWE "DRILLING" -
Surface Casing 13 3/8 @ 620’ 727 441 $18,200] _ 727 30 $18,200
Conductor Pipe 442 $9,500 $0 $9,500
Intermediate Casing 8 5/8" @ 2500' ) 443 - $65,000 $0 $65,000
Production Casing 5 1/2"” @ 10,326’ . 443 $0 $230,000 $230,000
Drilling Liner 450 $0 - $0 $0
Production Liner 460 30 $0
Casing Head 445 $14,000 $15,000 $29,000
X-Mas Tree ) 446 $0 $16,000 $16,000
Completion Equipment 447 $0 $5,000 $5.000
Retrievable Packers ) 448 $0 $5,000 $5,000
Tubing 449 $0 $55,000 $55,000
Other Material & Equipment 469 $1,000 $1,500 $2,500
Subtotal $107,700 $327,500 $435.200
ONSHORE FACILITIES
Location, Pits, Roads 745 472 $1,000 $1,000
Con}ract Services & Equip _ 510 $25,000 $25,000
Engineering Surveys ‘ ] 516 : $1,500 $1,500
Auto & Truck Expense ) - 545 __.$1,000 -~ $1.,000
Welding Serviceés i : 566 $7,500 '$7,500
instal Elect/Pneu System - . 567 $0 $0
Painting Service 568 i $0 $0
Miscellaneous & Cont:ngencnes 599 $1,500 $1,500
Subtotal $37,500 $37,500
ONSHORE FACILITIES - . :
Misc Valves & Fittings ) 746 153 $35,000 $35,000
Corrosion or Chemical Treanng ‘Equip 438 $0 $0
Pumping Equipment 451 ' $135,000] $135,000
Gas Epglnes & Electric Motors 452 . $15,000 $15,000
Electric Lines, Poles; Transformers, efc. . ) 453 $35,000 ) $35,000
Bottom Hole Pump » 1 454 . $8,000 $8,000
Field Llnes‘ - 456 $7,500 $7,500
Tanks, Staxrs,‘VYaIkways, etc. ) 457 $38,000 $38,000
%parator & Fittings ‘ . 458 $10,500 $10,500
Peaters, T{eater:?: & Connections . 459 ) $12,000 $12,000
ower & Circulating Pumps 460 $2,500 $2,500
f\él:;hlersM - T : _ 463 $23,000 $23,000
Subi;talatena Equipment 469 : $45,000 $45,000
. $366,500 ~ $366,500
TOTAL WELL COST: Y 1,799,925 2,266,233 4,066,158
PARTICIPANT APPROVAL
NAME:
By:
Title:
Date:

Wi%:




b+diZ ‘ae1s. M0,

21108 P[00 ‘PoORIBUT “ooaoen
.o o._o:UbooEacm “d 6C0L oy sen
L U

£094 3 ebeisod jejoL

.{peinbey WwewesIopud)
804 Ataaljaq patoyised

(pasnbsy wausesiopusy)
o9 jdigday wnay

004 paymiad

ebeisod

T9LT 5924 0000 099T G002

—Q“——v
o

, ‘OO MENPIMSW Y | e . e - T T
om_vcmcoas_ 40} 1djeoey wmsy [ pessisibey [] S o B
e sseuxdxgy 0o tew Doc_twog . S . : W .
odAl somes g m:ow ovﬁo—oo @ooao_wcm L E
' | 9pon) peomielg ‘q 6Z0L ,_ o

PULDY

oN O :Mmolaq ssalppe AloAlap Jsjus ‘'SIA 4
SoA [ &) Wey wioy Juaseylp ssaippe Kieayep i *q

: M k 181} Uo 40
: . ) Wy Yol B -
KeAleq o eieg O «mEmZ noEc& Aq pénaoey g || .: oK 0} pIed eus LBl i %_M;WMM
owwmevv< D - p 9s19A81 8} UO Ssaippe pue oEmc Aok wuid W q, T T T

‘pasisep s| bm>__mo u&os.mm, A1 wey

Sm_ano 8_< '€ pue ‘2 rmEm”




g

&;*:.—.?—n_..-.—.-~:—,,.‘n._=.—:~.-.~4——.:—_*-a.:.—,_:.:_—J.—_:H_::

2906-000-20-085, NSd (85/0484) 9002 1snbny '008€ w04 Sd
. ~Axnbuy ue Bunjew uaym ) Jwasaid pue jdidaal syl aaes Fzﬁmc&z.
. ‘rew pue ebieysod yim (9qe| XIe PUB YoBIap ‘papasu tou st 1dieoe)

B POUILAD BUL U0 u._m::moa e §i "Buppeunsod 1o} 200 isod sy Je sjo
-ie ayy jussaud eses|d ‘passap sI idisoe! BN payIaD ayl uo yeunsod e il o

i AIBAIa( PBIoINSaY, JUBWDSIOpUd
ot} yym soard|ew sy} yiew 10 Y180 oL asIApY Juabe peziouine 5,09558.ppe
10 sossaippe ey} 0} pajyusal aq Aew Aleaiep ‘'8a) jeuolppe uB iody m
o - ; ‘palinbas
s1 1dieoal 1By paljiues mnok uo yewysod 854sn e 1dieoss wmar ayeadnp e
1110} JOATEM 89) B BAIB0RI 0) *,poisanbay idieody .Eammwﬂma__m. SI0PUT;:°59)
“au} 19A00 0) sbeisod eigeaydde ppe pue sjonse:ey) ol (i Tge:luo ) wregey
‘uIBY B yoeye pue ajejdwiod ases|d ‘aoinss 1digody uwiniay uielqo o) Alaaiiep
/40 jo01d ep1n01d 0} paisanbas eq Aew 1diaoay Wwimay © ‘98} (BUOIPDE Ue'ioy
‘e pausysifay 10 peinsui 9 20 e529|d:'Se|qEN(EA
;.om WeW  POYIISD UM 03QIAOYd SI IOVHIAQY: JONVHASNI ON &
o ‘JI_W (BUGHBULSIUL §O SSBIO AUR 10§ BIQRIIBAR JOU S| lIE PRISD B
©fieyy AWoud IO Gl SSBIO-ISIl UM PauIquIos 6q ATNO Aew (BN PaIUe) B
:ssopuway Juerioduy

S1eak OM) 10} BOINIDS TE}SOd Ul Ag 1dey LisAlap 3.283«. e
goa|djiew Inok 1o} JayRuspl enbiuny B
. dievas Suljrewr y &

‘S3PIADL JiBIN Panilia)

TOL6L SEXS, "pue[pyy
v90T Xod "O'd

, UOSIOpUY d1RY UNy

w D1 1$99IN0SY XOO

)

facy

e

A0INIAC ._<._..m0n_ S3LVIG d3ALINA




OGXResources LLC

P.O. Box 2064 * Midland, TX 79702 « (432) 685-1287 Fax (432) 686-7109

CERTIFIED MAIL RETURN RECEIPT REQUESTED # 70091 680000072651954

July 19, 2010

Chesapeake Permian, L.P.
6100 North Western Avenue
Oklahoma City, Oklahoma 73118

RE:  Well Proposal
Mongo 25 Fed Com #2-H Well
T-24-5, R-28-E, N\M.P.M.
Section 25: S/2N/2
Eddy County, New Mexico

" Gentlemen:

OGX Resources LLC (“OGX”) hereby proposes to drill the above referenced well at a surface location of
374° FEL and 1980’ FNL of Section 25, T-24-S, R-28-E, N.M.P.M., Eddy County, New Mexico. This
well will be drilled to a true vertical depth of approximately 7,000” and then drilled horizontally to a point
approximately 350 FWL and 1980° FNL of Section 25 to test the Avalon Shale interval of the Bone
Spring formation. The proration unit for this well will be the S/2N/2 of Section 25.

OGX invites your participation in this well. Your working interest ownership in the proration unit for this
well ‘would be 75% X 80/160 or 37.50%. Additionally, enclosed you will find an Authority for
Expenditure (“AFE”). In the event you elect to participate, please sign one copy of the AFE and return it
to me at the above captioned address. Upon receipt of the signed AFE, we will forward you an Operating
Agreement for your review and approval. Said Operating Agreement would designate OGX as Operator.

According to the Eddy County, New Mexico records, your interest is derived from that certain. USA lease
NM-25953 dated April 1, 1971.

In the event you elect not to participate in the above referenced well, OGX respectfully submits the
following proposal:

Term Assignment Proposal

Term: One (1) year.

Bonus Consideration: $250.00.per net leasehold acre.
Depths: Surface to the base of the Bone Spring formation.
Net Revenue Delivered: 75%

Form: Mutually acceptable form of Term Assignment.

VB LN —

Oil Conservation Division

Case No. ,_z;ﬁ

Exhibit No.
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Please let me know if you have any questions or comments.

Sincerely,
OGX Resources LLC

Garland H. Lang I1I
Land Manager

Enclosures

S/0GX/proposals/Mongo 25 Fed Com 2H/Anadarko Proposal_Mongo 25 Fed Com 2H 031110



OGX RESOURCES LLC
AUTHORIZATION FOR EXPENDITURE

DATE: - 3M/10

OGX AFE No.:
AFE Title: Avalon Horizontal

Well Name & No.: Mongo 25 Fed Com #2H
' ‘ Field: LOVING / Blazing Saddles

County: EDDY

Exploratory XX Development: . Oll: XX ‘GAS
Proposed Formation: AVALON Proposed Depth: 7000 TVD / 11,500 MD
Description; 1980 FNL & 374 FEL SEC.25- T24S - R28E

BHL: 1980 FNL & 350 FWL

State; NEW MEXICO

WHNENNANRNE WA ENRNRN RN

MAJ SUB DRYHOLE MAJ COMPLETION TOTAL

DEVELOPMENTAL DRILLING:

Turnkey 725 470 $0 726 $0 $0
Mobilization/Demob. 471 $55,000 i $0 $55,000
Location, Pits, Roads ' 472 $65,000 $10,000 $75,000
Cement and Cementing Services 473 $40,000 _$70,000 $110,000
Mud Logging 474 $40,000 30 $40,000
Mud Materials, Chemical & Water 475 $65,000 $125,000 $190,000
Logging and Sidewall Coring 478 $35,000 $5,000f $40,000
Perforating 479 30 $35,000 $35,000
Stimulation 480 $0 $900,000 $900,000
Formation Testing 482 $0 $32,000 $32,000
Testing Tubular Goods. ' 484 ) $5,500 $5,500
Tool Rental DOWNHOLE - 488 $40,000 $3,500 $43,500
Tool Rental INCLUDES CLOSED MUD SYSTEM 488 $185,000 . $185,000
Drilling Footage : 489 ) $0 $0
Drilling Day Work 40 days 490 $475,000 $34,500 $509,500
Float Equipment 491 $6,500| $5,000 $11,500
Bits, Core Barrells, etc. : 492 $65,000 $550 $65,550
Other Special Well Services 494 $18,000 $10,000 $28,000
Contract Services & Equip 510 $12,000 $20,000 $32,000
~ Directional Drilling . ] 511 $210,000 30 $210,000
Completion Unit 528 $0 $56,000 $56,000
Fuel & Power 539 $105,000 .$0 $105,000
Auto & Truck Expense 545 $15,000 $2,500 $17,500
Company: Supervision 60 @ 1000 ~_ 501 $40,000 $20,000 $60,000
M|scellaneous & Contmgencnes i - ' 15%| 599 $220,725| $200,183 $420,908
Subtotal S . : $1,692,225( - : $1,534,733 $3,226,958
DEVELOPMENTAL LWE "DRILLING" :
Surface Casing 13 3/8 @ 520° . 727 441 $18,200 727 $0 $18,200
Conductor Pipe 442 $9,500 ___ %o $9,500
Intermediate Casing 8 §/8" @ 2500° ] 443 - $65,000 $0 $65,000
Production Casing 5§ 1/2" @ 10,325’ 443 $0 : $230,000 $230,000
Drilling Liner 450 30 $0 $0
Production Liner : - j 460 30 $0
Casing Head 445 $14,000 $15,000 $29,000
X-Mas Tree ) 446 $0 $16,000 $16,000
Completion Equipment 447 |- $0 $5,000 . $5,000
Retrievable Packers. . ‘ ] 448 30 $5,000 $5,000
Tubing 449 $0 $55,000 $55,000
Other Material & Equipment 469 $1,000 $1,500 $2,500
Subtotal $107,700 $327,500 $435,200
ONSHORE FACILITIES
Location, Pits, Roads 745 472 $1,000 $1,000
Contract Services & Equip 510 . $25,000 $25,000
Engineering-Surveys e 516 : . $1,500 $1,500
Auto & Truck Expense . - 545 .$1,000 : $1,000
Welding Services 566 $7,500 $7,500
Instal Elect/Pneu System . ) 567 $0 $0
Painting Service - 568 $0 30
Miscellaneous & Contingencies - 599 $1,500 $1,500
" Subtotal $37,500 $37,500

ONSHORE FACILITIES ) .
Misc Valves & Fittings 746 153 $35,000 $35,000
Corrosion or Chemical Treating Equu; 438 | $0 $0
Pumping Equipment 451 $135,000f $135,000
(Gas Engines & Electric Motors 452 $15,000 $15,000
Electric Lines, Poles; Transformers, etc. : | 453 $35,000 $35,000
Bottom Hole Pump - = - . : 454 : $8,000 $8,000
Field Lines : T 456 : $7,500 $7,500
Tanks, Stairs, Walkways, etc. ) 457 . $38,000 $38,000
Separator & Fittings - 458 $10,500 $10,500
Heaters, Treaters & Connections 459 ) $12,000 $12,000
Power & Circulating Pumps 460 $2,500 $2,500
Meters . 463 $23,000 $23,000
Other Material & Equipment . 469 $45,000 $45,000
Subtotal $366,500 $366,500
TOTAL WELL COST: _— 1,799,925 2,266,233 4,066,158

PARTICIPANT APPROVAL

NAME:

By:

Title:

Date:

- Wi%:
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