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STATE OF NEW MEXICO

ENERGY MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL:CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION
OF COG OPERATING LLC FOR

COMPULSORY POOLING, EDDY
COUNTY, NEW MEXICO

and

IN THE MATTER OF THE APPLICATION

OF COG OPERATING LLC FOR
COMPULSORY. POOLING EDDY
COUNTY, NEW-MEXICO

AFFIDAVIT
STATE OF NEW MEXICO ) )
| ) ss
COUNTY ‘OF SANTAFE )

Case No; 14,700

Case No. 14,699

‘CAROL LEACH, attorney and authorized. représentative of COG Operating LLC; the

Ap‘plié‘aht, herein, being first-diily sworn, upon oath states-that the-notice provisionis 6f the Rules

and Regulations: of:the New’Mexico. Oil Consérvation Division have been complied with, that

Appliéaht“ha‘s caused to be conducted a gqqd:fai;h; diligent effort-to find the correct-addresses of

all interested persons -entitled to receive fiotice, as shown on Exhibit “A” attached hereto, and

that pursiiant to the-ditective-of the Division, notice has been ;given at the correct addresses of

last known addresses provided by such rules.

- OCD~
" €0G EXHIBIT 4

CASE NOS. 14699 AND 14700
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Subscribed.and sworn to before me by Carol Leach on this:2nd day of August, 2011;
My commission-expites: _ /< 3/-0/5

NOTARY PUBLIC
STATE OF.NEW MEXICO [

mission Expnres Zéﬁz 075

00198871.00C 2




EXHIBIT “A”

Leland Price, Inc.
Attention: Betty A. Price
1511 Northgate Place
Artesia, NM 88210

First American Bank

Attention: Thomas Mitchell, Account Manager
303 W. Main Street

Artesia, NM 88210

00198871.D0C 3




EXHIBIT “B”

1. Correspondence from COG Operating LLC to First American Bank dated April 19, 2011
regarding request for term assignment/well proposal — Kiowa State #1 Well

2. Correspondence from COG Operating LLC to Leland Price, Inc. dated April 19, 2011
regarding request for term assignment/well proposal — Kiowa State #1 Well

3. Correspondence from COG Operating LLC to First American Bank dated April 19, 2011
regarding request for term assignment/well proposal — Kiowa State #3 Well

4, Correspondence from COG Operating LLC to Leland Price, Inc. dated April 19, 2011
regarding request for term assignment/well proposal — Kiowa State #3 Well

5. Correspondence from COG Operating LLC to First American Bank dated June 30, 2011
transmitting Application of COG Operating LLC for Compulsory Pooling — NMOCD Case
No. 14,699

6. Correspondence from COG Operating LLC to Leland Price, Inc. dated June 30, 2011
transmitting Application of COG Operating LLC for Compulsory Pooling —- NMOCD Case
No. 14,699

7. Correspondence from COG Operating LLC to First American Bank dated June 30, 2011
transmitting Application of COG Operating LLC for Compulsory Pooling — NMOCD Case
No. 14,700

8. Correspondence from COG Operating LLC to Leland Price Inc. dated June 30, 2011
- transmitting Application of COG Operating LL.C for Compulsory Pooling - NMOCD Case
No. 14,700

9. Correspondence from COG Operating LLC to First American Bank dated July 1, 2011
updating contact information

10. Correspondence from COG Operating LLC to Leland Price, Inc. dated July 1, 2011 updating
contact information

00198871.DOC 4




5 CONCHO

April 18, 2014

First American Bank

303 W. Main St.

Artesla, NM 88210

Special Agent for:
Richard W, Wheatley and Sarah Wheatlsy, Co-Trustees of Wheatlay Family Trust
Fred O. McDowell and Bertha McDowall, Co-Trustees of McDowsll Family Trust
Abbs Kanner
Claire Jeanne Carter, Trustee of Claire Jeanne Carter Trust
Richard W. Bentwood and Jean Bentwood, Co-Trustees of Bentwood Revocable Trust
Dr. John N. Bentwood
Barbara Beniwood McCahan

Aitn: Thomas Mitchell, Account Manager

Re:  Request for Term Assignment! Well Pronasal ~ Klowa State #1 Well

T178, R27E, Section 36: SENW, SWNE .
1,665' FNL & 2,205" FWL or in & Legal Location within Unit F (SENW)
Eddy County, New Mexico

Dear Mr. Mitchell:

COG Operating LLC (COG) respectfully requests a term asslgnment from Richard W, Wheatley
and Sarah Wheatlay, Co-Trustees of Wheatley Family Trust, Fred O. McDowell and Bertha
McDowell, Co-Trustees of McDowell Family Trust, Abbe Kanner, Clalre Jeanne Carter, Trustee
of Claire Jeanne Carter Trust, Richard W. Bentwocd and Jean Bentwood, Co-Trustees of
Bentwood Revocable Trust, Dr. John N. Bentwbod and Barbara Bentwood McCahan ("the
Wheatley devisaes™) covering the Wheatley devisess' Interest in the SENW and SWNE of
Saction 38, T17S, R27E, Eddy County, NM, in those depths from 2,000' below the surface of
the earth to 5,000’ below the surfacs of the earth.

COG offers the following general terms:
s Three year term,
« $400.00 per net acre cash consideration.
» Wheatley devisees to deliver & 75% NRI, proportionately reduced.

This Term Assignment offer will terminate 80 days from today's date and Is subjsct to the
approval of COG's management. A check of the records Indicated that the Wheatley devisees

have a 3/48 interest.

In the event that the Wheatley devisees do not wish to assign the subject lands, COG, as
Operator, proposes to drill the Klowa State # 1 well at the above-captioned location, or a legal
location within Unit F of Section 38, T-17-8, R-27-E, to a depth of approximately 4,850 to test
the Blinebry/Paddock Formation (*Operation™). The total cost of the Operation is estimated to
be $1,300,000 and a detalled descsiption of such cost Is set aut in the enclosed Authority for

Expsnditure (*AFE").

Also enclosed Is COG's proposed form of Operating Agreement ("OA”), A completed version of
the Exhibit "A” to be Incorparated Into the OA wili follow under separate cover, accompanled by

a fully executed set of signature pages.

TTTTTTTT U 4326837M3 14325837441
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First American 8ank
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S CONCHO

| also would tike to adviss you that title into the Wheatley devisees is somewhat unclear and
requires curative. | am attaching an excerpt from our itle opinlon explalning the nature of the
title Issue.

If you have any questions, please do not hesitate to cantact the undersigned at 432-221-0308,

Yours Truly,
COG Operaling LLC

K.

Brandon K. Gaynor
Landman

fasken Canter, Towsr§l 550 Weast Taxas Avenue, Suite 00 Midland, Taxas 79701  mme432.683.7443 432.663.71441




COG Operating LLC
April 11, 2011 TOk 10,257
Page 6

5.

This requirement will affect the interest beginning with Richard W. Wheatley and Sarah
Wheatley, Co-Trustees, down through the interest of Barbara Bentwood McCahan, Rex
Wheatley and wife, Florence Wheatley, were the owners at one time of 3/48 of the leasehold
estate. While ] am reasonably certain that the ownership of these parties is as set forth, there are
some difficulties with family leasehold title conveyances which should be cleared up.

First, there is a Conveyance from Rex and Florence Wheatley to Barbara W, McDowell
dated January 19, 1978, recorded Volume 160, Page 386, which indicates an intention to convey
everything in the E/22N'W/4 of Section 36 to the grantee although there is an indication that it
may be intended only to be an overriding royalty conveyance,

On August 20, 1978, the same Rex Wheatley and wife conveyed to their daughter,
Barbara W. McDowell, by Deed recorded Volume 161, Page 701, all of their interest in
captioned lands, although the document is entitled “Assignment of Overriding Royalty”. The
Deed contained this statement “meaning and intending to convey to said Barbara W. McDowell
all right, title and interest that we may have in and to the lands and the oil and gas and
hydrocarbon substances in and under the lands herein described”. Again, this document was
entitled “Assignment of Overriding Royalty” and referred to a decimal of .00082008 although it
is not clear what the parties really intended to do.

I believe that the Wheatleys actually thought they owned only some overriding royaities
at that time while they really owned the 3/48 interest in depths between 2,000 and 5,000 feet.

Then, the Estate of Rex Wheatley devised all of his interest to the First National Bank of
Artesia as Trustee for the benefit of his four children and any children of deceased child. The
wife’s Will was not probated which would leave her predeceasing her husband and dying
intestate which would mean the entire estate would be passed to Rex Wheatley so that his Will

would govern.

There are many subsequent conveyances by the Bank as Trustee to devisees of this estate
but taken together, they do not all convey the interest in captioned lands as to the depths covered
by this opinion so that it is necessary to have title come out of the bank as Trustee.

There is also the problem of the Deeds to the daughter, Barbara W. MoDowell, which
may have covered the entire interest although it was not intended to do so.

Also, the Wheatley devisees all signed Special Agency Agreements in 2007 with First
National Bank of Artesia, Artesia, New Mexico, ta collect runs and ta have broad powers to deal
with these interests which T would assume would include signing an operating agreement as well
as make conveyances. These Agency Agreements have not been cancelled of record and may,

therefore, be in full force and effect.




T17S-R27E-Section 36

TA to cover the
Wheatley devisees’
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From 2,000’ to 5,000




COG OPERATING LLC

AUTHORITY FOR EXPENDITURE
DRILLING
WELL NAME: KIOWA E TATE #1 PROSPECT NAME: L.LOGAN DRAW
_E'W_____SEQS_Q-_H?S-M?E UL -F COUNTY & STATE: EDDY COUNTY, NM
FOOTAGE: 1685 FNL & 2205' FWL OBJECTIVE:  Ver. Bllnebm Paddock (4 fracs} 4850°
Bee AcP IOTAL
Tile/Curative/Peomat 201 10,000 10,000
nswance 202 3800 302 —’_’3,800
Damages/Right of Way 203 03 ]
Burveyfstaks Location 204 2500 04 2,500
Locabon/PilaRoad Expense 203 30,000 303 5000 35,600
Drifing/ Completon Overhead 208 2,500 308 2,000 4,500
Twmkey Conlract 207 207 D
Foolaga Cantmel 208 208 0
o Caniract 209 77,000 309 77,000
Diréclions) Driting Bervicas 210 310 0
Fual 8 Pownt n 16500 a1 3,060, 19,500
Water 212 22,000 32 32,000 M
N 213 25000 313 §00 25,500
RS, 214 10,000 314 10,000
Dri Stem Tost 216 318 [
Corlog & Anatysts 218 [
Cement Suzface 217 14,550 14,000
Cemant Enlermediate §1 218 12,000 12,000
Cemant intarmediate #2 0
Cemenl Production g 28.500 29 500
CamentSquesza . 20 30 0
Fioat Equipment & Centratzers 21 2500 321 2.000 4,500
Cosing Crews & Equipmen 222 6.000 322 4,800 10,600
Fishing Todls & Service 223 323 [
Sedogi/Engincedng 224 1,000 324 s 1,000
Coniract Labor 25 3.000 325 16000 18,000
Company Supervision  * 228 3
Coniradt Supervizlon 227 10500 327 5000 15,600
Tosting Casing/Tubing 2 3800 928 1.500 2,800
Mo Logglng Uni 29 3000 320 2600
Lopging 230 18000 230 15,000
“PerforatingMireine Servh 23 ) 22,000 P )
Stmulalion/Trealing (4 fracs) a2 358,000 355,000
Compiation Unlt 333 20,000 20.00::
Swabbing Unit 34 0
Renlals-Surace 235 7,000 335 36500 33,000
Renlab-Subsurfaca 28 :_;_.993 :g: 1.3: 3 : xa
JruekingForldi/Rlg | 27 - A4 =
Walding Servicas : 233 3000 330 — 1400 4008
Waler Dispasal_ 239 339 3000 3,000
“Plug to Abandon 240 340 0
Selymic Analyss 241 841 ]
Closed Loop & Ewi 2] 24 50,000 ::: w.oo:
Misceliancous 242 )
5% 243 20700 M3 ______ 78400 100
TOTAL INTANGIBLES 408,000 677,000 983,000
GIB ST
Surface Casing 401 _ 1,000 11,060
Wiermediste Casiog B1 402 14,000 “-"“g
e -ijﬁf,'wuﬁ 503 52000, %4000
T s 20,000 20,600
Welithaad nt 408 8.000 ﬂ ;m B;&?
lm o
- £07 0
:zl: Mover 608 &‘m 22,000
809 4,500 4,500
i 510 4,000 4,000
LF,’" :m’ - 1 75,000 16,000
R T 612 6,000 5,000
Seater | realerSeparator 513 55,060 20,000
Blecicol Sysiam 800
Packers/AnchoruHangers 414 814 _1__:_% ]
Coplng<F ingshatvas as %0, 18 5 3
Gas Comph Mat : 8 g
—— 7 5
/ - 618
Hioction PRrG02 Bqup “o 50 619 5% 080
= =3 420 2000 520 14,300 18,100
“~OTAL TANGIBLES 34,000 283,000 317,800
TOTAL TANGIBLES 34000
TOTAL WELL COSTS 440,000 850,000 1,300,000
COG CperatngLLC
By: C.Bird 14, Colfman Dats Prepared Angt
Wa gpprove:
# Befors Tanks /_______% Alter Tanks
‘P y ¢ ]
&
Frintzd Name: This AFE s only an estimate. By signing you sgres 10 pay your share

Ef:. of the uchua! casts incurred.




&CONcCHo
April 19, 2011

Letand Prics Inc.
1511 Northgate Place
Artosla, NM 88210

Alin; Belly A. Price

Re: Request for Term Asslgnment/ Well Proposal ~ Klowa State’#IWel
T17S, R27E, Ssction 36: SENW, SWNE
SHL 1,425’ FNL & 1,520' FEL or In a Legal Location within Unit G (SWNE)
BHL 1,650' FNL & 1,650' FEL or in a Legal Location within Unit G (SWNE}
Eddy County, New Mexico

Dear Ms. Price:

COG Opoarating LLC (COG) respsctiully requssts a term assignment from Leland Price Inc.
covering Leland Price Inc.'s interest In the SENW and SWNE of Section 36, T17S, R27E, Eddy
County, NM, in those depths from 2,000’ below the surface of the earih to 5,000° below the
surface of the earth.

COG offsrs the following general terms:
¢ Three year term. '
s $400.00 per net acre cash conslderation.
o Leland Price Inc. to deliver a 75% NRI, proportionately reduced.

This Term Assignment offer will terminate 90 days from today’s date and Is subject to the
approval of COG's management. A check of the records Indicated that Leland Price Inc. has a
1/24 Interest.

In the event that Lsland Price Inc. doss not wish to assign the subject lands, COG, as Operator,
proposes o drill the Kiowa State # 3 well at the above-captioned location, or a legal location
within Unlt G of Section 36, T-17-S, R-27-E, to a depth of approximately 4,850’ to test the
Blinebry/Paddock Formatlon (*Operation®). The total cost of the Operation is estimated to be
$1,417,000 and a detalled description of such costIs set out in the enclosed Authorty for
Expenditure ("AFE").

Also enclosed Is COG's proposed form of Operating Agreement (“OA"). A completed version of
the Exhibit *A® to be Incorporated into the OA will follow under ssparate cover, accompanled by
a fully execuled set of signature pages.

If you have any questions, please do not hesitate to contact the undersigned at 432-221-0308.

Yours Truly,
COG Operating LLC

b K.

Brandon K. Gaynor
Landman

S — , T T 0a 4326837443 1a432683.2441
SENDER:.COMPLETE THIS SECTION, .. -

u Gompleta Mems 1, 2, and 8, Also complete
item 4 if Restricted Defivery Is destred. L] Agent
8 Fiint yoir name end address on the ) Addressan
so that we can return the card 1o you. {Delvery
W Attach this card to the back of the mabplecs, . Dat of Delkery
, 0r on the front if space permlts. P
0. Is dalvery addmss difierent from lem 17 L3 Yes
1] Article Addrassed to: IFYES, enter delvary eddrosa belawz ClMo -
a2 ™ |
Leland Price lac. W
1511 Northgate Place
Artesia, NM 88210 '_s.—s P —
Cheatified Mati O Mall
[ Roglatered Recelpt for Marchandise
O nsusd Mat 10,00,
4. Rastricted Dolvery? (Btra Fes} Ove
& Article Nurmber

(Transfer from service fai 91 7199 9991 7030 0517V 384k v

1A Farm 2R11 Eohntans onna n Al Conbe e Pram atad




T178-R27E-Section 36

TA to cover
Lefand Price Inc.’s
4.166% WI &
3.385% NR}
From 2,000’ to 5,000




WELL NAME: KIOWA STATE #3
OCATION: __ SEC38-T17S-R27E

COG OPERATING LLC
AUTHORITY FOR EXPENDITURE

DRILLING

PROSPECT NAME: LOGAN DRAW

HL: 1426'FNL & 1520'FEL UL-G

COUNTY & STATE: EDDY COUNTY, NM
OBJECTIVE: _ Dlir. Blingbry Paddock (4 fracs) 4850°

HL: 1850'FNL & 1650' FEL UL-G

INTANGIBLE COSTS BCP ACP JOTAL
Jwe/Curative/Pemmit 201 10,000 10,000
Insurance 202 3800 302 3,600
Damages/Right of Way 263 303 ¢
SurveyfStake Location 204 2600 304 2,500
LocatonPANRoad Expensa 205 30000 208 8,000 35,000
Diling T Comptation Overhead 8 250 308 2580 4600
Turnkey Coniract 207 307 )
Factaga Coniract 208 308 0
] Contract 209 88,000 309 88060
Directona! Driling Services 210 700,000 310 100,000
Fuel & Power a1 20000, 3N 1,000 21,000
_Br_mu 212 22000 312 32,600 64,000
Bis mn 25000 813 £00 25
‘Mod & Chark 214 10,000 314 1‘0,%
Drid Slem Tast 218 316 0
B Analysis 218 . [
Cament Surlacs 217 14.000 14,000
Cament Intermedtala 51 218 12,000 12,000
Cament nisrmedisle 73 . ]
Cemenl Production e 265500 28,500
Cement Squeszs 20 320 [)
Foal Equpmeni & Centrait 21 2500 321 2,000 4,500
Cating Craws & Equipmen o] 8,000 322 4,500 — 10800
Fishing Tooh & Senvica 2] __ o
@ 228 1000 324 — 1.000
Contract Labor 225 3000 329 16,000 18,000
S 228 az.e 0
Contract Supervision 221 10500 327 8,000 15,500
Testing Casing/Tublng 228 3.000 328 1,800 4800
Hud Loggng Unit 29 3,000 329 3,000
Logging 20 18,000 330 16,000
Pedoratng/Wicatna 5 23 01 22000 22,800
Stim Teating (4 fracs 332 358,000 358,600
Complation Unit 333 20,080 2000
Uit 334 — 0
tale-Surfa s 7800 335 36,000 43000
Rontsls Subsutaca 238 24,000 336 7,000 31,000
T Mabiization 237 30,000 337 4000 34,000
Welding Senices 238 3000 338 1,000 3,000
Water Disposal 239 k<] 3,060 3000
Fiug 1o Abandon 240 340 D
Selsmic Anzhsis 241 —wm [
K Loop & Environmental 244 50000 344 60,000
Mscelansous 242 % [
“Gonli 5% 243 25700 343 28,600 3
YOYAL INTANGIBLES 623,000, §77.800 1,100,000
JANGIBLE COSTS
Sufsce 401 1,000 11,000
m?fcwg‘n 402 4,600 14,000
niermediate Casing #2 g
Producton Cagingiiner &3 52,000 £2500
Juving 504 73,000 26,000
Wakhead E t 408 8,000 508 3,000 9,000
Und 808 97,000 97,000
Pime Mover 507 N %
Rods 608 22,000 32,000
o 09 4 4,500
r:;"x? 610 4,000 ~ 4000
Floslnes 811 15,000 )
‘Heater TroatedSepa 812 _5,000 8000
TFlectical S §13 20,000 20,000
WAA’%LWWM a4 514 00 660
‘Couplings/t? ehves 45 600 615 15,000 18500
‘Gas Compressors/Maiers ::;
njection PLanfCO2 Equipmeat 518
Hscak 419 800 519 560 , ;.gg_o_
Contingancy 8% _ 420 2000 520 14,100 18,100
TOTAL TANGIGLES 34,000 253,600 PR 112}
JOTAL WELL COSTS 657,000 860,000 1,317,000
€OG Operating LLC
By: C.Bd/J. Coflman Dato Prepared: ansnt

Wo spprove;

% Belora Tanka/___ % After Tarks

.

d

Br.

Printed Nama:
Yite:

ecma—

Dala:

This AFE 15 only an esiimats, By signing you agree to pay your share
of the aclual costs incurred.
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April 19, 2011

First American Bank

303 W. Maln St.

Artesia, NM 88210

Special Agent for:
Richard W. Wheatley and Sarah Wheatley, Co-Trustees of Wheatley Family Trust
Fred O, McDowell and Bertha McDowall, Co-Trustess of McDowell Family Trust
Abbe Kanner
Claire Jeanne Carter, Trustee of Claire Jeanne Carter Trust
Richard W. Bentwood and Jean Bentwood, Co-Trusteess of Bentwood Revocable Trust
Or. John N. Bentwood
Barbara Bentwood McCahan

Attn: Thomas Mitchell, Account Manager

Re:  Request for Term Assignment! Well Proposal ~ Kiowa State #3 Well
T17S, R27E, Saction 36: SENW, SWNE

SHL 1,425' FNL & 1,620' FEL or In a Legal Lacation within Unit G (SWNE)
BHL 1,650" FNL & 1,650° FEL or In a Legal Location within Unit G (SWNE)
Eddy County, New Mexico

Dear Mr. Mitchsll:

COG Operating LLC (COG) respectfully requests a term assignment from Richard W. Wheatley
and Sarah Wheatley, Co-Trustees of Wheatley Family Trust, Fred O. McDowell and Bertha
McDowell, Co-Trustees of McDowell Famify Trust, Abbe Kanner, Clalre Jeanne Carler, Trusfee
of Clalre Jeanne Carter Trust, Richard W. Bentwood and Jean Bentwood, Co-Trustees of
Bentwood Revocable Trust, Dr. John N. Bentwood and Barbara Bentwood McCahan ("the
Wheatley devisees”™) covering the Wheatley devisess' interest in the SENW and SWNE of
Section 38, T17S, R27E, Eddy County, NM, In those depths from 2,000' below the surfaca of
the earth to 5,000’ below the surface of the earth.

COG offers the following general terms:
= Three year tem.
» $400.00 per net acre cash consideration.
« Whealtley devisees to deliver a 756% NRI, proportionately reduced.

This Term Assignment offer will terminate 80 days from today’'s dale and is subject {o the
approval of COG's management. A check of the records Indicated that the Wheatley devisees

have a 3/48 Interest.

in the event that the Wheatley devisees do not wish to assign the subject lands, COG, as
Operator, proposes to drill the Kiowa State # 3 welf at the above-captioned location, or a legal
location within Unit G of Section 36, T-17-S, R-27-E, (o a depth of approximately 4,850" to test
the Blinebry/Paddock Formation ("Operation®). The total cost of the Operation Is astimated to
be $1,417.000 and a detalled description of such cost Is set out in the enclosed Authority for

Expenditure (“AFE").

Also enclosed Is COG's proposed form of Operating Agreement ("OA”). A completed version of
the Exhibit “A” to be Incorparated Into the OA will follow under separate cover, accompanied by

a fully executed set of signature pages.

- IR ove 432.883.7443  x 432.683.7441
THIS SECTION . ¢

Completa ftems 1, 2, and 9, Also complete
ftom 4 If Restricted Delivery la destred, Clagent
n ;m'ﬁ;owmmhgnm%ﬂwmem o D) Addresssa
we can rel ™ you. [G. Dato of Dalvery
® Attach this card o the back of the mallpiece, “% /?f’){ ¥ s “9"“" Sl
ot an tha front if space permits, o2l s T pr Tt/
D. fs delivery eddress diffacont bom fam 17 L Yes

1. Articla Addresaed to: 1 YES, enler delivery sddress botows [ No
~?irst Amerlcan Bank
At{n: Thomas Mitchell, Account Manager
303 W. Main St. - I——-—'—————
Artesla, NM 88210 3. Bunica Typa

DciameMall [ Bxpross Mall
1 Rogisternd [d-fRatum Rocalpt for Marchandise
O nsurad MeR 1 C.OD.

4. Restricted Delvery? (Exta Fos) Tl ves

e 91 7199 9911 7030 0517 3815 —

P3 Form 3811. Febrarv 2004 Domestio Retum Recaiot tozsas02 18




5 CONCHO

T also would like to advise you that title into the Wheatley devisess Is somewhat unclear and
requires curative. | am attaching an excerpt from our title opinion explaining the nature of the
title Issue.

if you have any quesflons, please do not hesitate to contact the undersigned at 432-221-0308.

Yours Truly,

COG Operating LLC

K.

randon K'. Gaynor
Landman

Faskan Cantar, Tower | 550 West Toxas Avenue, Suite 100 Midland, Texas 79701 moe 4326837443  rax 432.683.7441
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5.

This requirement will affect the interest beginning with Richard W. Wheatley and Sarah
Wheatley, Co-Trustees, down through the interest of Barbara Bentwood McCahan, Rex
Wheatley and wife, Florence Wheatley, were the owners at one time of 3/48 of the leasehold
estate, While I am reasonably certain that the ownership of these parties is as set forth, there are
some difficulties with family leaschold title conveyances which should be cleared up,

First, there is a Conveyance from Rex and Florence Wheatley to Barbara W. McDowell
dated January 19, 1978, recorded Volume 160, Page 386, which indicates an intention to convey
everything in the E/22NW/ of Section 36 to the grantee although there Is an indication that it
may be intended only to be an overriding royalty conveyance.

On August 20, 1978, the same Rex Wheatley and wife conveyed to their daughter,
Barbara W, McDowell, by Deed recorded Volume 161, Page 701, all of their interest in
captioned lands, although the dogument is entitled “Assignment of Overriding Royalty”. The
Deed contained this statement “meaning and intending to convey to said Barbara W. McDowell
all right, title and interest that we may have in and fo the lands and the oil and gas and
hydrocarbon substances in and under the lands herein described”. Again, this document was
entitled “Assignment of Overriding Royalty” and referzed to a decimal of .00082008 although it
is not clear what the parties really intended to do.

I believe that the Wheatleys actually thought they owned only same overriding royalties
at that time while they really owned the 3/48 interest in depths between 2,000 and 5,000 feet.

Then, the Estate of Rex Wheatley devised all of his interest to the First National Bank of
Artesia as Trustee for the benefit of his four children and any children of deccased child. The
wife's Will was not probated which would leave her predeceasing her husband and dying
intestate which would mean the entire estate would be passed to Rex Wheatley so that his Will

would govern.

There are many subsequent canveyances by the Bank as Trustee to devisees of this estate
but taken together, they do not all convey the interest in captioned lands as to the depths covered
by this opinion so that it is necessary to have title come out of the bank as Trustee.

There is also the problem of the Deeds to the daughter, Barbara W, McDowell, which
may have covered the entire interest although it was not intended to do so.

Also, the Wheatley devisees all signed Special Agency Agreements in 2007 with First
National Bank of Artesia, Artesia, New Mexics, to collect runs and to have broad powers to deal
with these interests which I would assume would include signing an operating agreement as well
as make conveyances. These Agency Agreements have not been cancelled of record and may,

therefore, be in full force and effect.




T17S-R27E-Section 36

TA to cover the
Wheatley devisees’
6.25% WI & 5.078% NRI
From 2,000’ to 5,000




WELL NAME: KIOWA STATE #3
7

COG OPERATING LLC

ORILLING

PROSPECT NAME: LOGAN DRAW

AUTHORITY FOR EXPENDITURE

LOCATION: SEC38-T17S-R27E COUNTY & STATE: EDDY COUNTY, NM
§HL: 1425° FNL & 16520'FEL UL -G OBJECTIVE: _Dir. Biinabry Paddock (4 fracs) 4850°
BHL: 1850' FNL & 1650' FEL UL-G
INTANGIBLE COSTS BCP Ace ToTAL
TdelCwatvelPemt 201 10,000 1000
Jnsurance 202 3800 302 3,800
Damages/Right of Way 203 303 0
SurveyiStake Location 204 2500 304 2,500
Location/Piinosd Expenye 205 — 30000 305 5,000 33,000
DriSing / Completion Overhoad 208 2500 308 2,000 4500
Tumkay Conlrzcl 207 307 0
Footage Contract 208 308 0
Da Contract 209 88,000 309 88,000
Directona) DriEng Seivices 210 160,000 310 . 100,600
Fud & Pawer 211 20000 34 1,000 21,500,
Wales n 22000 312 32,000 84,000
Biis 213 25,000 313 530 25500
Mud & Chemical 214 10,000 314 10,000
D7ill Stem Tast 215 313 [}
Codng & s a8 . 0
Cement 217 — 14,000 14000
Cement intarmediate 81 218 12,000 12000
Cament intermedlats 52 []
Cement Production 318 28,500 28,560
Cement 70 220 30 0
Floal £t & Centaiizars 221 2500 321 2,000 4,500
Casing Crews & E 2 6,000 322 4800 10,800
Fishing Tools & Sanvica 223 a2 0
24 ] 4 . 1,060
Convacl Lebar 225 3,000 825 15,600 18,000
S 27 0 33:: B0 15“53%
Contract Supendsion _ 2 10,500
Testing Casing/Tubing 8 000 328 1,800 4,800
Mud Logging Unk 22 000 3% 2,000
Loggng 20 16.000 3% 16,000
Pardoratng/Wireine Sarvices 23 334 22000 — . nm
Symulaion/Traating {4 fracs| m 358,000 358000
lon Unit 333 20,000 20,000
Swabblng Unit . 34 -0
Rentals Suiacs 235 7.000 335 36,000 43000
Rentale-Subsurface 8 24,000 236 7,000 31,000
e — =
Welding Servicas 238 LON ey,
Watar Disposal 279 339 3,000 3,000
Fig to Absndon 240 ﬁ
Setsmio Analysts 241 — A
Chosed Loop & Enviccrmental 244 _50.000 244 50,000,
M 10U _ 242 342 — a
8% 243 25200 343 25.400 83
TOTAL INTANGIBLES 623,000 577,000 1,100,000
COST 000 11200
Surface Casing 40t
Tnlermed: 1] 402 14,000 14,000
Inlermedials Casing #2 a0 T 5_2__0.
:mau:'m Casinghiner — R0 __Ts‘,%
JWelhead Equipmont 408 6.000 505 3,000 5000
Urit 606 67,000 87,000
Lime poi H50 T
Roby 5] 4:%'0_ 4500
Tarks 810 4,000 4,000
Fiiines ] 15000 32,000
Haatar TreateniSeparator 512 8000 — 0000
Elechical System 813 20,000 20,000
Packers/AnchorsfHangess 414 514 . Boo 200
CouphgetingsNahas _ a1 - 76,000 )
Qas ssors/Melers 618 0
T — o ;
PlanlfiCO2 Equipment 18 .
i — o Se— o
Cool % 420 2000 620 14,100 f@g
Totirtu TANGIBLES 34,000 — 203000 _;,m
TOTAL WELL COSTS 557,000 860,000 1,417,000
COG Operating LLC
By: C.Blrd ] J. Coffman Dale Prapared: Uikai!
We spprove:
% Befom Tanks { % ARer Tanks
Lompany:
By:
Printad Nama:

This AFE Is only an estmals, By signing you egreo (o pay yowr share
of the actual costa incurred.




ey

£ COncHo

April 19, 2011

Leland Price Inc.
1511 Northgate Place
Artesla, NM 88210

Afltn: Belty A. Price

Re: Requsst for Term Assignment/ Well Proposal — Klowa State #3 Well
T17S, R27E, Section 36: SENW, SWNE

SHL 1,425' FNL & 1,520' FEL or in a Legal Locallon within Unit G (SWNE)
BHL 1,650’ FNL & 1,650' FEL or in a Legal Location within Unit G (SWNE)
Eddy County, New Mexico

Dear Ms. Price:

COG Operating LLC (COG) respectiully requests a term assignment from Leland Prics Inc.
covering Leland Price Inc.'s interest in the SENW and SWNE of Section 36, T47S, R27E, Eddy
Counly, NM, in those depths from 2,000' below the surface of the earth to 5,000° below the
surface of the earth.

COG offers the following gensral terms:
¢ Three year tem.
« $400.00 per net acre cash constderation.
« Letand Price Inc. to deliver a 76% NRI, proportionately reduced.

This Term Assignment offer will terminate 90 days from today's date and Is subject to the
approval of COG's management. A check of the records Indicated that Leland Price Inc. has a
1724 interest,

In the event that Leland Prica inc. doss not wish to assign the sublect lands, COG, as Operator,
proposes to drill the Kiowa State # 3 well at the above-captioned location, or a legal lacatton
within Unit G of Section 36, T-17-5, R-27-E, to a depth of approximately 4,850 to test the
Blinebry/Paddock Formation ("Operation”). The total cost of the Operation is estmated to be
$1,417,000 and a detalled description of such costis set out in the enclosed Authority for
Expenditure ("AFE").

Also enclosed is COG's proposed form of Operating Agreement ("0A”). A completed version of
the Exhibit "A” to be incorporated Into the OA will follow under separate cover, accompanied by
a fully executed set of signature pages.

If you have any questions, please do not hesitate to contact the undersigned at 432-221 -0308.

Yours Truly,
COG Operating LLC

M K'%\/
Brandon K. Gaynor

Landman

ENDER: COMPLETE THIS SECTION.
1 Complate liems 1, 2.end3.g!soeom

B aoe 432.603.7443  m432683.7441

Ttem 4 lf Resticted X o
§ Print your nama and address on the ul\aeri

50 that we can retum the card to you. Addressza
¥ Attach ihis card to the back of the melipiece, 0. Data of Detvery

or on the front if space pennits. )
T avtite A o ¥ D. in dalvery eddreco difiocent from §asdq._ 1l Yes 7

 YES, eater defivery adrass beiow'd (3 No
Leland Price Inc. R 22 m
1511 Northgate Place

Artesia, NM 88210

s ot

O Roglstored Recalpt for Morchandise
Dirsued Mzt~ 000D,
4, Restricted Deiivery? (Bcra Feg) 3 Yes
Artcia Number

et eonse, 11 7199 9991 7030 0517 3839

} Form 3811, February 2004 Domestic Ratun Recelpt

10252503 1180




T17S-R27E-Section 36

TA to cover
teland Price Inc.'s
4,166% W1 &
3.385% NR!
From 2,000’ to 5,000




WELL NAME: KIOWA STATE #

COG OPERATING LLC
AUTHORITY FOR EXPENDITURE
DRILLING

PROSPECT NAME: {LOGAN DRAW

e

LOCATION: _SEC38-T17S-R27

COUNTY & STATE: EDDY COUNTY, NM

SHL: 1425'FNL & 1520'FEL. UL-G OBJECTIVE: _ Dir. Bilnebry Paddock (4 fracs) 4850°
BHL: 1650' FNL & 1650'FEL UL-G
INTANGIBLE COSTS BCP ACP IoTAL
Tie/Curatve/Permn 201 10,000 10,000
Jnsurance €02 3,800 302 3,800
Damages/Right of Way 203 303 0
Sutvey'Siake Location 04 2500 304 2,
LocatorvPitz/Road Expansa 205 30.000 305 5,000 35,060
T fion Overhead 208 2500 308 2.000 4500
Jumkey Contract Ll 07 0
Footage Contrucl 208 . 303 0
Daywork Conlract 29 38,000 303 8000
Direcions Dritng Services 210 100000 310 100,000
Fuel & Power 211 20,660 3N 1,000 71,000
Watar amn 2,000 312 32,000 64,000
Sis 213 35,000 313 560 25,500
Ttud & Chemicats 214 10,000 314 10,000
Dl Stem Teat 25 315
Loring & Anatysts 218 __
Cement Surface 217 14,000 14,000
Cement itarmediaie 81 2a T2.000 12,000
Cement intarmediate §2 []
Cement Production e 28,500 28,500
Cemen! 220 ) [
Fioot Equipment & Centrafi 221 2500 321 2,600 4500
Casing Crews & Equipment 2 6,000 322 4500 10.800
Fisting Tools & Servics prs] 3 0
Becicgic/Enginesting 24 1,000 324 1,000
Conlract Labor s 3,000 323 15,300 18,000
Company Supenvision 25 bl —0
Contract Supervision Peid 10,560 327 00 16,500
T Co! ub 228 000 329 1,800 4,600
M Unit 22 3,000 329 3,000
230 16,000 330 16,000
Pa; ne Sarvices 231 M 22,000 22,000
StimuiatonTrealing (4 fiacs) 32 355,000 ‘353,000
Complation Unit 333 20,000 20,000
Swabbing Uit 334 ]
TRentalsSurfaca 235 7000 3% 35,000 43,000
‘Rentals Subsudaca 238 24000 334 7,000 31000
Trucking/FoidifVRig Mobtization 287 30,000 337 4,000, 34000
Welding Services_ 28 3000 938 000 4000
Watar Disposal 238 339 3.000 3,000
Flug to Abandon 20 0 0
Seismic Anahysis 241 —a 6
Closed Loop & Enviranmental 2 50000 344 50000
Mscalaneous 242 M 0
Ton 5% 203 25200 343 28400 53,600
TOTAL IRTARGIDLES 623,000 577,000 1,100,000
YANGIBLE cOSTS
Sudaca Castng 4 11,000 11,000
Ttenmedials Casing 1 402 14,000 14,000
Tuermedits Casing 7 A
Producton Castngfiner 503 52,000 52,000
Tubing 504 29,000 2,000
Wathead Equipment 403 8,000 &0S 3,000 5000
Unit 508 §7.000 57,000
Frims Maver 607 [
Rods 509 22,000 22,000
Punps 503 4500 4500
Tanks 10 4000 4000
Foninee 811 15,000 15,000
Heater Treater/Separator §12 6,000 DR Y- )
Bectical System __ 513 20,000 20,000
PackersJAnchoritangars 414 .. 514 800 §00
SValves 45 500 515 15000 16500
Gas Comprassact/Maters 518
lor 517
i = 518
; . 418 500 518 500 1,000
Eﬂmﬁm! 420 2600 520 14,100 a:g-“m
" JOTAL TANGIBLES _34000 283,000
TOTAL WELL COB1S 557,000 60,000 7,417,600
COG Operating LLC
Sy: C.Bud /). Coftman Date Prepared: Ahent
Waapprove:
% Befora Tanks /_____ % Aher Tarks
Company.
By
%M This AFE Is enly an esiimats, By signing you gres to pay your shars

Dals:

of tha actual cests incurred.




BEATTY & WOZNIAK, P.C.

ATTORNEYS AT LAW ALBUQUERQUE
126 E. DEVARGAS CASPER
SANTA FE, NEW MEXICO 87501 —_—
TELEPHONE (505) 842-1800 CHEYENNR
FACSIMILE (505) 842-0043
www.bwenergylaw.com DENVER
SALTLAKE CITY
CAROL LEACH SANTAFE
June 30, 2011

ViaCertified Mail
Return Receipt Requested

First American Bank

303 W. Main St.

Artesia, NM 88210

Special Agent for:
Richard W. Wheatley and Sarah Wheatley, Co-Trustees of Wheatley Family Trust
Fred O. McDowell and Bertha McDowell, Co-Trustees of McDowell Family Trust
Abbe Kanner
Claire Jeanne Carter, Trustee of Claire Jeanne Carter Trust
Richard W. Bentwood and Jean Bentwood, Co-Trustees of Bentwood Revocable Trust
Dr. John N. Bentwood
Barbara Bentwood McCahan

Attn: Thomas Mitchell, Account Manager

Re: NMOCD Case No 14699: Application of COG Operating LLC for Compulsory
Pooling, Eddy County, New Mexico

Dear Ms, Price;

This letter advises you that COG Operating LLC (COG) has filed an application with the
New Mexico Oil Conservation Division (OCD) for an order providing for the compulsory
pooling of all interests in those depths from 2,000 feet below the surface of the earth to 5,000
feet below the surface within Unit G of Section 36, T-17S, R27-E. COG proposes to drill the
Kiowa State # 3 well at a surface hole location of 1,425’ FNL and 1,520° FWL, or other legal
location, within Unit G (SWNE) to a depth of approximately 4,850 feet below ground level to
test the Blinebry/Paddock Formations. The bottom hole location is proposed at 1,650 FNL and
1,650’ FEL, or other legal location within Unit G. The producing interval of the well will be
entirely within the producing area.




Also to be considered will be the designation of COG as the operator and provisions for
COG to recover its well costs including the reasonable costs of drilling, reworking, diverting,
deepening, plugging back, testing, completing, recompleting and equipping the well, its costs of
supervision while drilling and after completion, including overhead charges and providing for
adjustments to such rates in accordance with accepted COPAS accounting procedures, and
imposing a 200% risk factor for the risk COG assumes in drilling, equipping and completing the
well, and making such other and further provisions as may be appropriate.

The Application is enclosed for your convenience.

This application will be set for hearing before a Division Hearing Examiner on August 4,
2010, beginning at 8:15 a.m. at the Porter Hall Hearing Room, New Mexico Oil Conservation
Division of the Energy, Minerals and Natural Resources Department, 1220 South St, Francis
Drive, Santa Fe, New Mexico. You are not required to attend this hearing. As an owner of an
interest that may be affected by the outcome you may appear and present testimony and evidence
in accord with OCD Rules. If you intend to present testimony or evidence, you must enter your
appearance and serve the Division, counsel for COG, and other parties who have entered an
appearance with a pre-hearing statement at least four business days before the scheduled hearing.
The specific requirements for pre-hearing statements may be found in OCD Rule 19.15.4.13.

Very truly yours,

Attdrneys for COG Operating LLC




STATE OFNEWMEXICO  rneor
ENERGY, MINERALS AND NATURAL RESOURCES IiPANTVEN G
OIL CONSERVATION DIVISION
oM A 29 P 2 ul

IN THE MATTER OF THE APPLICATION OF
COG OPERATING LLC FOR COMPULSORY CASENO. /%4 27
POOLING, EDDY COUNTY, NEW MEXICO

APPLICATION

COG OPERATING LLC (COG), by and through its counsel, Beatty & Wozniak, P.C,,
herby makes application pursuant to the OCD Rules and NMSA 1978 Section 70-2-17 (1995) for
an order providing the following:

Pooling all interests in those depths from 2,000 feet below the surface of the earth to
5,000 feet below the surface within Unit G of Section 36, T-17S, R27-E.

In support of the Application COG states:

1. COG owns certain working interests in and under the approximately 40-acre spacing
unit in Section 36 as described above and has the right to drill there.

2. COG proposes to drill the Kiowa State # 3 well at a surface hole location of 1,425
FNL and 1,520° FWL, or other legal location, within Unit G (SWNE) to a depth of
approximately 4,850 feet below ground level to test the Blinebry/Paddock Formations, The
bottom hole location is proposed at 1,650’ FNL and 1,650’ FEL, or other legal location within
Unit G. The producing interval of the well will be entirely within the producing area.

3. COG does not have leases or agreements for voluntary pooling or farmouts from
certain other interests owners in the above referenced depths below Unit G located as described
above.

4. In order for COG to obtain its just and fair share of the oil and gas underlying the
subject lands, the mineral interests should be pooled and COG should be desxgnated by the Oil
Conservation Division as the operator of the well.

5. The pooling of mineral interests will provide the opportunity for COG to produce its
just and fair share of the oil or gas, or both, avoid the drilling on unnecessary wells, protect
correlative rights and prevent waste.

WHEREFORE, COG requests that this application be set for hearing on August 4, 2011,
or as it may be continued, before the OCD Hearing Examiners, or at a special hearing date to be




determined, and that after notice and hearing as required by law and OCD Rules, the Division
enter its Order approving the pooling of the lands described above into one spacing or proration
unit, including provisions for COG to recover its well costs including the reasonable costs of
drilling, reworking, diverting, deepening, plugging back, testing, completing, recompleting and
equipping the well, its costs of supervision while drilling and after completion, including
overhead charges and providing for adjustments to such rates in accordance with accepted
COPAS accounting procedures, and imposing a 200% risk factor for the risk COG assumes in
drilling, equipping and completing the well, and making such other and further provisions as
may be appropriate,

Respecifully submitted this 29th day of June, 2011.

Beatty & Wozniak, P.C.

Lt

Carol

500 Don Gaspar Avenue

Santa Pe, New Mexico 87505-2626
Telephone (505) 983-8901
cleach@bwenergylaw.com

COUNSEL FOR COG OPERATING LLC




Case No. : Application of COG Operating LLC for Compulsory Pooling, Eddy .County,
New Mexico. Applicant seeks an order for the compulsory pooling of all interests in thos:e
depths from 2,000 feet below the surface of the earth to 5,000 feet below the surface within Unit
G of Section 36, T-17S, R27-E. The Applicant proposes to directionally drill the Kiowa State_#
3 well at a surface hole location of 1,425’ FNL and 1,520° FWL, or other legal location, within
Unit G (SWNE) to a depth of approximately 4,850 feet below ground level to test the
Blinebry/Paddock Formations. The bottom hole location is proposed at 1 ,650" FNL and 1,650’
FEL, or other legal location within Unit G. The producing interval of the well will be ent:re%y
within the producing area. Also to be considered will be the cost of drilling and completing §a1d
well and the allocation of the costs thereof, the actual operating costs, charges for superyismn, .
designation of COG Operating LLC as operator and a charge for the risk involved in drilling .the
well. The proposed well and lands are located approximately ten miles east and three miles
south of Artesia, New Mexico.
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BEATTY & WOzZNIAK, P.C.

ATTORNEYS AT LAW ALBUQUERQUE
126 E. DEVARGAS CASPER
SANTA FE, NEW MEXICO 87501
TELEPHONE (505) 842-1800 CHEYENNE
FACSIMILE (505) 842-0043
www.bwenergylaw.com DENVER
SALT LAKE CITY
CAROL LEACH ' SanTAFE
June 30, 2011
YiaCertified Mail
Return Receipt Requested
Leland Price Inc.
1511 Northgate Place
Artesia, NM 88210

Attn: Betty A. Price

Re: NMOCD Case No 14699: Application of COG Operating LLC for Compulsory
Pooling, Eddy County, New Mexico

Dear Ms. Price:

This letter advises you that COG Operating LLC (COG) has filed an application with the
New Mexico Qil Conservation Division (OCD) for an order providing for the compulsory
pooling of all interests in those depths from 2,000 feet below the surface of the earth to 5,000
feet below the surface within Unit G of Section 36, T-17S, R27-E. COG proposes to drill the
Kiowa State # 3 well at a surface hole location of 1,425* FNL and 1,520° FWL, or other legal
location, within Unit G (SWNE) to a depth of approximately 4,850 feet below ground level to
test the Blinebry/Paddock Formations. The bottom hole location is proposed at 1,650° FNL and
1,650’ FEL, or other legal location within Unit G. The producing interval of the well will be
entirely within the producing area.

Also to be considered will be the designation of COG as the operator and provisions for
COG to recover its well costs including the reasonable costs of drilling, reworking, diverting,
deepening, plugging back, testing, completing, recompleting and equipping the well, its costs of
supervision while drilling and after completion, including overhead charges and providing for
adjustments to such rates in accordance with accepted COPAS accounting procedures, and
imposing a 200% risk factor for the risk COG assumes in drilting, equipping and completing the
well, and making such other and further provisions as may be appropriate.

The Application is enclosed for your convenience.




This application will be set for hearing before a Division Hearing Examiner on August 4,
2010, beginning at 8:15 a.m. at the Porter Hall Hearing Room, New Mexico Oil Conservation
Division of the Energy, Minerals and Natural Resources Department, 1220 South St, Francis
Drive, Santa Fe, New Mexico. You are not required to attend this hearing. As an owner of an
interest that may be affected by the outcome you may appear and present testimony and evidence
in accord with OCD Rules. If you intend to present testimony or evidence, you must enter your
appearance and serve the Division, counsel for COG, and other parties who have entered an
appearance with a pre-hearing statement at least four business days before the scheduled hearing.
The specific requirements for pre-hearing statements may be found in OCD Rule 19.15.4.13.

Very truly yours,

A? meys for COG Operating LLC




STATE OF NEW MEXICO -
ENERGY, MINERALS AND NATURAL RESOURCES: EQMTQMD
OIL CONSERVATION DIVISION
029 P 241

IN THE MATTER OF THE APPLICATION OF
COG OPERATING LLC FOR COMPULSORY CASENO. _/ 2{222
POOLING, EDDY COUNTY, NEW MEXICO

APPLICATION

COG OPERATING LLC (COG), by and through its counsel, Beatty & Woznigk, P.C.,
herby makes application pursuant to the OCD Rules and NMSA 1978 Section 70-2-17 (1995) for
an order providing the following:

Pooling all interests in those depths from 2,000 feet below the surface of the earth to
5,000 feet below the surface within Unit G of Section 36, T-17S, R27-E.

In support of the Application COG states:

1. COG owns certain working interests in and under the approximately 40-acre spacing
unit in Section 36 as described above and has the right to drill there,

* 2. COG proposes to drill the Kiowa State # 3 well at a surface hole location of 1,425°
FNL and 1,520° FWL, or other legal location, within Unit G (SWNE) to a depth of
approximately 4,850 feet below ground level to test the Blinebry/Paddock Formations, The
bottom hole location is proposed at 1,650’ FNL and 1,650’ FEL, or other legal location within
Unit G. The producing interval of the well will be entirely within the producing area.

3. COQG does not have leases or agreements for voluntary pooling or farmouts from
certain other interests owners in the above referenced depths below Unit G located as described
above,

4, In order for COQ to obtain its just and fair share of the oil and gas underlying the
subject lands, the mineral interests should be pooled and COG should be designated by the Qil
Conservation Division as the operator of the well,

5. The pooling of mineral interests will provide the opportunity for COG to produce its
just and fair share of the oil or gas, or both, avoid the drilling on unnecessary wells, protect
correlative rights and prevent waste.

WHEREFORE, COQ requests that this application be set for hearing on August 4, 2011,
or as it may be continued, before the OCD Hearing Examiners, or at a special hearing date to be




determined, and that after notice and hearing as required by law and OCD Rules, the Division
enter its Order approving the pooling of the lands desctibed above into one spacing or proration
unit, including provisions for COQ to recover its well costs including the reasonable costs of
drilling, reworking, diverting, deepening, plugging back, testing, completing, recompleting and
equipping the well, its costs of supervision while drilling and after completion, including
ovethead charges and providing for adjustments to such rates in accordance with accepted
COPAS accounting procedures, and imposing a 200% risk factor for the risk COG assumes in
drilling, equipping and completing the well, and making such other and further provisions as
may be appropriate,

Respectfully submitted this 29th day of June, 2011,

Beatty & Wozniak, P.C.

Carol Lea

500 Don Gaspar Avenue

Santa Fe, New Mexico 87505-2626
Telephone (505) 983-8901

cleach@bwenerpgylaw.com
COUNSEL FOR COG OPERATING LLC




Case No. : Application of COG Operating LLC for Compulsory Pooling, Eddy County,
New Mexico. Applicant seeks an order for the compulsory pooling of all interests in those
depths from 2,000 feet below the surface of the earth to 5,000 feet below the surface within Unit
G of Section 36, T-17S, R27-E. The Applicant proposes to directionally drill the Kiowa State #
3 well at a surface hole location of 1,425 FNL and 1,520° FWL, or other legal location, within
Unit G (SWNE) to a depth of approximately 4,850 feet below ground level to test the
Blinebry/Paddock Formations. The bottom hole location is proposed at 1,650’ FNL and 1,650
FEL, or other legal location within Unit G. The producing interval of the well will be entirely
within the producing area. Also to be considered will be the cost of drilling and completing said
well and the allocation of the costs thereof, the actual operating costs, charges for supervision,
designation of COG Operating LLC as operator and a charge for the risk involved in drilling the
well.  The proposed well and lands are located approximately ten miles east and three miles
south of Artesia, New Mexico. .
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BEATTY & WOZNIAK, P.C.

ATTORNEYS AT LAW ALBUQUERQUE
126 E. DEVARGAS
SANTA FE, NEW MEXICO 87501 ChseER
TELEPHONE (505) 842-1800 CHEYENNR
FAcCSIMILE (505) 842-0043
www.bwenergylaw.com DENVER
SALTLAKE CitY
CAROL LEACH SANTA FE
June 30, 2011

ViaCertified Mail
Return Receipt Requested

Leland Price Inc.
1511 Northgate Place
Artesia, NM 88210

Attn: Betty A, Price

Re: NMOCD Case No 14700: Application of COG Operating LLC for Compulsory
Pooling, Eddy County, New Mexico

Dear Ms, Price:

This letter advises you that COG Operating LLC (COG) has filed an application with the
New Mexico Qil Conservation Division (OCD) for an order providing for the compulsory
pooling of all interests in those depths from 2,000 feet below the surface of the earth to 5,000
feet below the surface within Unit F of Section 36, T-17S, R27-E. COG proposes to. drill the
Kiowa State # 1 well at 1,665’ FNL and 2,205’ FWL, or other legal location, within Unit F
(SENW) to a depth of approximately 4,850 feet below ground level to test the Blinebry/Paddock
Formations. Also to be considered will be the designation of COG as the operator and
provisions for COG to recover its well costs including the reasonable costs of drilling,
reworking, diverting, deepening, plugging back, testing, completing, recompleting and
equipping the well, its costs of supervision while drilling and after completion, including
overhead charges and providing for adjustments to such rates in accordance with accepted
COPAS accounting procedures, and imposing a 200% risk factor for the risk COG assumes in
drilling, equipping and completing the well, and making such other and further provisions as
may be appropriate.

The Application is enclosed for your convenience.

This application will be set for hearing before a Division Hearing Examiner on August 4,
2010, beginning at 8:15 a.m. at the Porter Hall Hearing Room, New Mexico Oil Conservation




Division of the Energy, Minerals and Natural Resources Department, 1220 South St, Francis
Drive, Santa Fe, New Mexico. You are not required to attend this hearing, As an owner of an
interest that may be affected by the outcome you may appear and present testimony and evidence
in accord with OCD Rules. If you intend to present testimony or evidence, you must enter your
appearance and serve the Division, counsel for COG, and other parties who have entered an
appearance with a pre-hearing statement at least four business days before the scheduled hearing.
The specific requirements for pre-hearing statements may be found in OCD Rule 19.15.4.13.

Very truly yours,

BEATTY & WOZNIAK, P.C.

T ook

Attorneys for COG Operating LLC




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION
IN THE MATTER OF THE APPLICATION OF
COG OPERATING LLC FOR COMPULSORY CASE NO. Z%Z
POOLING, EDDY COUNTY, NEW MEXICO g T
L]
S
T O
APPLICATION w C2
_— = -

. COG OPERATING LLC (COG), by and through its counsel, Beatty & Wozmak, P.C,
herby makes application pursuant to the OCD Rules and NMSA 1978 Section 70-2-17 (1995) for
an order providing the following:

Pooling all interests in those depths from 2,000 feet below the surface of the earth to
5,000 feet below the surface within Unit F of Section 36, T-17S, R27-E.

In support of the Application COG states:

1. COG owns certain working interests in and under the approximately 40-acre spacing
unit in Section 36 as described above and has the right to drill there.

2. COGQ proposes to drill the Kiowa State # 1 well at 1,665” FNL and 2,205’ FWL, or
other legal location, within Unit F (SENW) to a depth of approximately 4,850 fect below ground
level to test the Blinebry/Paddock Formations,

3. COG does not have leases or agreements for voluntary pooling or farmouts from
certain other interests owners in the above referenced depths below Unit F located as described
above.

4, In order for COG to obtain its just and fair share of the oil and gas underlying the
subject lands, the mineral interests should be pooled and COG should be designated by the Oil
Conservation Division as the operator of the well.

5. The pooling of mineral interests will provide the opportunity for COG to produce its
just and fair share of the oil or gas, or both, avoid the drilling on unnecessary wells, protect
correlative rights and prevent waste.

WHEREFORE, COG requests that this application be set for hearing on August 4, 2011,
or as it may be continued, before the OCD Hearing Examiners, or at a special hearing date to be
determined, and that after notice and hearing as required by law and OCD Rules, the Division
enter its Order approving the pooling of the lands described above into one spacing or proration




unit, including provisions for COG to recover its well costs including the reasonable costs of
driiling, reworking, diverting, deepening, plugging back, testing, completing, recompleting and
equipping the well, its costs of supervision while drilling and after completion, including
overhead charges and providing for adjustments to such rates in accordance with accepted
COPAS accounting procedures, and imposing a 200% risk factor for the risk COG assumes in
drilling, equipping and completing the well, and making such other and further provisions as
may be appropriate.

Respectfully submitted this 29th day of June, 2011.

Beatty & Woznisak, P.C.

(s

Carol Leath

500 Don Gaspar Avenue

Santa Fe, New Mexico 87505-2626
Telephone (505) 983-8901

cleach@bwenergylaw.com

COUNSEL FOR COG OPERATING LLC




Case No. : Application of COG Operating LLC for Compulsory Pooling, Eddy County,
New Mexico. Applicant seeks an order for the compulsory pooling of all interests in those
depths from 2,000 feet below the surface of the earth to 5,000 feet below the surface within Unit
F of Section 36, T-17S, R27-E. The Applicant proposes to drill the Kiowa State # 1 well at
1,665’ FNL and 2,205° FWL, or other legal location, within Unit F (SENW) to a depth of
approximately 4,850 feet below ground level to test the Blinebry/Paddock Formations. Also to
be considered will be the cost of drilling and completing said well and the allocation of the costs
thereof, the actual operating costs, charges for supervision, designation of COG Operating LLC
as operator and a charge for the risk involved in drilling the well. The proposed well and lands
are located approximately ten miles east and three miles south of Artesia, New Mexico.
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BEATTY & WOZNIAK, P.C.

ATTORNEYS AT LAW ALBUQUERQUE
126 B. DBVARGAS CASPER
SANTA FE, NEW MEXico 87501
TELEPHONE (505) 842-1800 CHEYENNE
FACSIMILE (505) 842-0043 _—
www.bwenergylaw.com DENVER
SALTLAXE CITY
CAROL LEACH SANTAFR
June 30, 2011
ViaCertified Mail
Return Receipt Reguested
First American Bank
303 W, Main St.
Artesia, NM 88210
Special Agent for:

Richard W, Wheatley and Sarah Wheatley, Co-Trustees of Wheatley Family Trust

Fred O. McDowell and Bertha McDowell, Co-Trustees of McDowell Family Trust
Abbe Kanner .

Claire Jeanne Carter, Trustee of Claire Jeanne Carter Trust

Richard W, Bentwood and Jean Bentwood, Co-Trustees of Bentwood Revocable Trust
Dr. John N. Bentwood

Barbara Bentwood McCahan

Attn: Thomas Mitchell, Account Manager

Re: NMOCD Case No 14700: Application of COG Operating LLC for Compulsory
Pooling, Eddy County, New Mexico

Dear Mr. Mitchell:

This letter advises you that COG Operating LLC (COG) has filed an application with the
New Mexico Oil Conservation Division (OCD) for an order providing for the compulsory
pooling of all interests in those depths from 2,000 feet below the surface of the earth to 5,000
feet below the surface within Unit F of Section 36, T-17S, R27-E. COG proposes to drill the
Kiowa State # 1 well at 1,665° FNL and 2,205° FWL, or other legal location, within Unit F
(SENW) to a depth of approximately 4,850 feet below ground level to test the Blinebry/Paddock
Formations. Also to be considered will be the designation of COG as the operator and
provisions for COG to recover its well costs including the reasonable costs of drilling,
reworking, diverting, deepening, plugging back, testing, completing, recompleting and
equipping the well, its costs of supervision while drilling and after completion, including
overhead charges and providing for adjustments to such rates in accordance with accepted




COPAS accounting procedures, and imposing a 200% risk factor for the risk COG assumes in
drilling, equipping and completing the well, and making such other and further provisions as
may be appropriate.

The Application is enclosed for your convenience.

This application will be set for hearing before a Division Hearing Examiner on August 4,
2010, beginning at 8:15 a.m. at the Porter Hall Hearing Room, New Mexico Oil Conservation
Division of the Energy, Minerals and Natural Resources Department, 1220 South St, Francis
Drive, Santa Fe, New Mexico. You are not required to attend this hearing. As an owner of an
interest that may be affected by the outcome you may appear and present testimony and evidence
in accord with OCD Rules. If you intend to present testimony or evidence, you must enter your
appearance and serve the Division, counsel for COG, and other parties who have entered an
appearance with a pre-hearing statement at least four business days before the scheduled hearing.
The specific requirements for pre-hearing statements may be found in OCD Rule 19.15.4.13.

Very truly yours,

BEATTY & WOZNIAK, P.C.

%ﬁ/\
Carol Léac

Attorneys for COG Operating LL.C




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION
IN THE MATTER OF THE APPLICATION OF b :;g
COG OPERATING LLC FOR COMPULSORY CASE NO. ZfZ’ é)
POOLING, EDDY COUNTY, NEW MEXICO & L
v O
APPLICATION o C2
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COG OPERATING LLC (COG), by and through its counsel, Beatty & Wozniak, P.C,,
herby makes application pursuant to the OCD Rules and NMSA 1978 Section 70-2-17 (1995) for
an order providing the following:

Pooling all interests in those depths from 2,000 feet below the surface of the earth to
5,000 feet below the surface within Unit F of Section 36, T-17S, R27-E.

In support of the Application COG states:

1. COG owns certain working interests in and under the approximately 40-acre spacing
unit in Section 36 as described above and has the right to drill there.

2. COG proposes to drill the Kiowa State # 1 well at 1,665’ FNL and 2,205° FWL, or
other legal location, within Unit F (SENW) to a depth of approximately 4,850 feet below ground
level to test the Blinebry/Paddock Formations.

3. COG does not have leases or agreements for voluntafy pooling or farmouts from
certain other interests owners in the above referenced depths below Unit F located as described
above.

4, In order for COG to obtain its just and fair share of the oil and gas underlying the
subject lands, the mineral interests should be pooled and COG should be designated by the Oil
Conservation Division as the operator of the well.

5. The pooling of mineral interests will provide the opportunity for COG to produce its
just and fair share of the oil or gas, or both, avoid the drilling on unnecessary wells, protect
correlative rights and prevent waste.

WHEREFORE, COG requests that this application be set for hearing on August 4, 2011,
or as it may be continued, before the OCD Hearing Examiners, or at a special hearing date to be
determined, and that after notice and hearing as required by law and OCD Rules, the Division
enter its Order approving the pooling of the lands described above into one spacing or proration




unit, including provisions for COG to recover its well costs including the reasonable costs of
drilling, reworking, diverting, deepening, plugging back, testing, completing, recompleting and
equipping the well, its costs of supervision while drilling and after completion, including
overhead charges and providing for adjustments to such rates in accordance with accepted
COPAS accounting procedures, and imposing a 200% risk factor for the risk COG assumes in
drilling, equipping and completing the well, and making such other and further provisions as
may be appropriate.

Respectfully submitted this 29th day of June, 2011.

Beatty & Wozniak, P.C.

Cas

Carol LegCh

500 Don Gaspar Avenue

Santa Fe, New Mexico 87505-2626
Telephone (505) 983-8901

cleach@bwenergylaw.com
COUNSEL FOR COG OPERATING L1.C




Case No. : Application of COG Operating LLC for Compulsory Pooling, Eddy County,
New Mexico. Applicant seeks an order for the compulsory pooling of all interests in those
depths from 2,000 feet below the surface of the earth to 5,000 feet below the surface within Unit
F of Section 36, T-17S, R27-E. The Applicant proposes to drill the Kiowa State # 1 well at
1,665° FNL and 2,205’ FWL, or other legal location, within Unit F (SENW) to a depth of
approximately 4,850 feet below ground level to test the Blinebry/Paddock Formations. Also to
be considered will be the cost of drilling and completing said well and the allocation of the costs
thereof, the actual operating costs, charges for supervision, designation of COG Operating LLC
as operator and a charge for the risk involved in drilling the well. The proposed well and lands
are located approximately ten miles east and three miles south of Artesia, New Mexico.




- SENDER: COMPLETE THIS SECTION

B Complets items 1, 2, and 3. Also complete
Item 4 if Restricted Delivery is desired.

= Print your name and address on the reverse
so that we can return the card to you.

B Attach this card to the back of the mailpiece,
or on the front if space permits.

COMPLETE THIS SECTION ON DELIVERY

y st

-

DAddressee‘
B. ived by ( Printed Namg) C. Dats of Delivery |
AP lawgopm | 7~(~(f !

D. Is delivery address different frofn item 17 1 Yes

1. Article Addressed to:

o
) ‘First:American Bank

ff YES, enter deflvery address below: [ No

l
. 303W. Main St | .
Artesia, NM 88210 " ) Typo ?‘
Mz DO Mail
Attm%'Thomas Mitchell | egistered Em Receipt for Merchandise -
e ______ o e Inswed Mal O c.0D. '
L (. Restricted Delivery? (Extra Fes) O Yes

2. Article Number _ ,
Ao Nber - oTEg, 9919 D000 0237 gros |
PS Form 3811, February 2004 Domestic Return R}mxpt 102595-02-M-1540

15‘481%98?40@@ AL USE

Postage
Certified Foe

HAetum Reccipt Feo
(Endorsement Requlrod)
Restricted Defivery Feo
{Endorsoment Requirad)
Total Postage & Fees
ent To

Stroat, ApL, No:
or PO Box No.

&y, Siato, ZiEad

7010 1L70 D000 8kL&L 7210

$0.64 0501 i
$2.85 L |
$2. WTA F€ Horo I
‘?5?‘ ’%
(80 EAY

s 45,79 %/&W.om

Artesia, NM 88210
Attn: Thomas Mitchell




BEATTY & WOZNIAK, P.C.

ATTORNEYS AT LAW
500 DON GASPAR AVENUE CASPER
SANTA FE, NEW MEXICO 87505-2626
TELEPHONE (505) 983-8545 CHEYENNE
FAcsIMILE (505) 983-8547
www.bwenergylaw.com DENVER
CAROL LEACH SALT LAKE CITY
DIRECT: (505) 983-8301 SANTAFE
E-MAIL: CLEACH@BWENERGYLAW.COM
July 1, 2011

First American Bank
303 W. Main St.
Artesia, NM 88210
Special Agent for:

Richard W. Wheatley and Sarah Wheatley, Co-Trustees of Wheatley Family Trust
Fred O. McDowell and Bertha McDowell, Co-Trustees of McDowell Family Trust
Abbe Kanner

Claire Jeanne Carter, Trustee of Claire Jeanne Carter Trust

Richard W. Bentwood and Jean Bentwood, Co-Trustees of Bentwood Revocable Trust
Dr, John N. Bentwood

Barbara Bentwood McCahan

Attn: Thomas Mitchell, Account Manager
Dear Mr. Mitchell:

Yesterday this office sent you a certified letter and we mistakenly used letterhead with a former
address for the firm. Should there be a need to contact this office, the address above is correct.

I regret any confusion this may have caused.

Sincerely,

(AR

Carol/Ledch




BEATTY & WOZNIAK, P.C.

CAROL LEACH

DRECT: (305)983-8901
E-MAIL: CLEACH@BWENERGYLAW.COM

Leland Price Inc.
" 1511 Northgate Place
Artesia, NM 88210

Attn: Betty A. Price

Dear Ms. Price:

ATTORNEYS AT LAW

500 DON GASPAR AVENUE
SANTA FE, NEW MEXICO 87505-2626
TELEPHONE (505) 983-8545
FACSIMILE (505) 983-8547
www.bwenergylaw.com

July 1, 2011

CASPER

CHEYENNE

DENVER
SALT LAKE CITY

SANTA FR

Yesterday this office sent you a certified letter and we mistakenly used letterhead with a former
address for the firm. Should there be a need to contact this office, the address above is correct.

I regret any confusion this may have caused.

Sincerely,




