< CONCHO

December 17, 2007

VIA CERTIFIED MAIL-Return Receipt Requested

AND FACSIMILE {281) 561-3829
Chevron USA, Inc. 9
P. 0. Box 1635 , 0‘{{\/ . )W

Houston, TX 77251 &
Attn: Kevin McNally

RE:  Turkey Track Prospect
Taurus State #2 (AP| #30-005-27995) —_———
N2S2 of Section 10-T155-R31E
‘Chaves County, New Mexico

Ladies and Gentlemen:

COG Oil & Gas LP and its general partner COG Operating LLC (hereinafter referred to as Concho)
hereby propose the drilling of a harizontal 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 1980 FSL
& 330" FEL with a battomhole location at 1980' FSL & 430' FWL with the dedicated project area
being the N252 of Section 10, 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 Cancho 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:

Praposal 1: .

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

Proposal 2;
Chevron USA, Inc. or its entity of recard will farmout all of its contractual and leasehold

interests in Section 10-T155-R31F, Chaves County, New Mexico, retain an overriding
royalty interest of 5% proportionately reduced and will retain the right to convert said

Fasken Center, Tawer I 550 West Texas Avenue, Suita 1300 Midland, Texas 79701 mong 432.883.7443  rax 432.683.7441




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

Proposal 3:

Chevron USA, Inc. agrees to enter into a mutually agreed to Operating Agreement in
substantially the same form as attached hereto to develop the entirety of the South Haif
of Section 10, 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 —432.685.4358
° Email - Ispradlin@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

Cj’}w Q/IUZE’?V @77 acl b

Jan Preston Spradlin, CPL
Senior Landman

. I/We hereby elect to participate in the Taurus State #2
I/We hereby elect not to participate in the Taurus State #2
I/We herehy elect to pursue Proposal 1
i/We hereby elect to pursue Proposal 2
I/We hereby elect to pursue Proposal 3

CHEVRON USA, INC.

By:

Name: .

Title:

Date:




COG OPERATING LLC

AUTHORITY FOR EXPENDITURE

WELL NAME: Taurys Federal #2

DRILLING

PROSPECT NAME: Turkey Track

Surf. 1980' FSL & 330' FEL

COUNTY & STATE: CHAVES CO. NM

BHL. 1980' FSL & 430' FWL

OBJECTIVE: 13.450° MD(8800Q" TVD) Wolfcamp Test

Sec.10, T158, R31E

INTANGIBLE COSTS BCP AC| TOTAL
Title/Curative/Permit 1,000 1,000
Insurance 22,000 22,000
Damagas/Right of Way v 15,000 15,000
Survey/Staka Location ’ 2,000 2,000
Location/Pita/Road Expense 45,000 50,000 95,000
Drilling / Completion Overhead 5,000 1,000 8,000
Tumnkey Contract 0
Foatage Contract a
Daywerk Contract 44:3 @ $18000/day 792.000 54,000 846,000
Directional Driling Sarvices 280,000 280,000
Fusl & Pawer 85,000 5,000 80,000
Whater 27,000 35,000 62,000
Bits 0,000 1,000 61,000
Mud & Chemicals 80,000 80,000
Drill Stem Test 0
Coring & Analysis 0
Cement Surface 9,000 5,000
Cement inlermediate 30,000 30,000
Cement Production U TmEE e 65,000 £5,000
Cement Squeaze & Othar (Kickoff Plug) 25,000 25,000
Float Equipment & Centralizers 4,000 7,000 11,000
Casing Crews & Equipment 9,500 10,000 19,500
Fishing Tools & Service 0
Geologic/Engineering 1,000 1,000 2,000
Contracl Labor 10,000 20,000 30,000
Company Supervisioh 2,000 2,000 4,000
Cantract Supervigion 44,000 15,000 54,000
Testing Casing/Tubing 3,000 3,000 6,000
Mud Logging Unit 22,000 22,000
Logging 135,000 135,000
Perforating/Wireling Services 85,000 85,000
Stimulation/T realing 730,000 730,000
Completion Unit 35,000 35,000
Swabbing Unit Q
Rentals-Surfaca 60,000 20,000 80,000
Renlale-Subsurface 45,000 10,000 55,000
Trucking/Forklift/Rig Mobilization 80,000 15,000 95,000
Welding Services 1,500 1,500 3,000
Water Digposal 10,000 10,000
Plug to Abandon ]
Seismic Analysis 0
Miscallaneous 1,000 1,000 2,000
Contingency 189,600 117,650 307,260
TOTAL INTANGIBLES 2,085,600 1,204,150 3,379,750
TANGIBLE COSTS
Suiface Casing 500° 13 9/18" 14,500 14,500
ir iate Casing 4000° 9 5/8" 92,000 92,000
Produchon CasingfLiner 9500° 5 1/2¢ 228,850 228,650
Tubing 5600° 2 7/8" 35,000 35,000
Wel Equig 8,000 3,600 16,000
Pumping Unit 85,400 85,00Q
Prima Mover 30,000 30,000
Rods 20,000 20,000
FPumps 3,500 3,500
Tanks 25,000 25,000
Flowlines 1,000 1,000
Heater Treater/Separator 10,000 10,000
Electrical Systom 0
Packers/Anchors/Hangers 1,000 1,000
CouplingsiFittings/Valves 2,000 13,000 15,000
Gas Comp: Mel 4,000 4,000
Dehydrator [
Injaction Plent’CO2 Equipment 0
Miscellaneous ~ ...1,000 1,000 2,000
Contingency 11,750 45,515 58,265
TOTAL TANGIBLES 129,250 511,885 640,915
TOTAL WELL COSTS 2,214,850 1,805,815 4,020,665
COG Operating LLC

By: Erick W. Nelsor/Matt Corser

Dale Prepared. 08/02/02007

We approve:
% Working interest

Cornpany:

By:

Prnted Name:

Title:

This AFE is only an astimate. By signing you agree lo pay your share

Date:

of the actual costs incurred.




Distrinn I Faun G101
1625 . Frenhs ., Hobos, 5E 82240 State of New Mexico

Demit, 65955
Puame(505) 3936161 R=(SUIBON  Fnergy, Minerals and Natural Resources
Oil Conservation Division
1220 8. St Francis Dr.
Santa Fe, NM 87505

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEFEN, PLUGBACK, OR ADD A ZONE

1. Qperatax Hune and Address 2. DGRID Nupber
COG OPERATING LLC o
550 W TEXAS . .
MIDLAND , TX 79701 3. AP Hazher
30.05-27995
4. Propurty Code 3. Propemy Nome 6. Well Ho.
36890 TAURUS STATECOM 012
1. Surface Locatinn
TL-let Section “TovmMip Rage Lt idn Faet Fran W?S Line Fewt From /W Lime Cowny
1 10 155 3iE I 1930 N 330 E CHAVES
8. Pool Information
[RILDCAT WOLFCAMP 4
Additional Well Information
9. Warks Type 10. Wall Type 11. CbleRetacy 12. Leass Type 13, Goond Lenl Elmmtion
Hew Well OlL State 4396
14, Muhiple 15. Proposed Dupih 16, Fonnution 17, Covtranar 10. Spud, Date
N 3900 Wolfearp 272012008
Depth tn Gromnd water Disvmnee fromn nessest Sesh, wtar well Distgrie To newrest AIice Waker
110 > 1000 > {000

i: Liner: Syrsheie ¢ 12 alls thick
—

Clyl  Pit Vobmne: 30000 bbls Drilling Method:
Closed Logp Systermn

Frosh Water 3K Brivs [ Disselr@ittused I Gassar |~
19. osed Casing and Cement Program

Type | Hole Size Casing Type Casing Weight/f Setting Depth Sacks of Cement Bstimated TOC
Suf 1.3 13375 43 400 450 0

Intl 12.25 9625 a4 4000 1000 0

Int2 3.15 55 17 2900 200 8200
Prod 7815 5.9 17 13450 908 3200

Casing/Cement Pragram: Additional Comments
COG propases 10 drill 17-12" hole to 400, set 13-3/8" casing & cement to swfhce. Drill a 12-14" hole to 4000, set 5-5/8" casing &
cement to surface, Drill 8-3/4" Pilot hols to 8550° TD & yun O/ logs. Spot cement KO plug from 3650 to 8250". Time dr £KO 7-

78" hole @ &250' building curve aver 4. 475 ta horizontel @ 8575 TVD, Dr harizontal in a westerly direction for +- 4500' lateral tg
13,450' WD, Run 5-1/2" casing & comant.

Propesed Elowout Prevention Program
Type Working Pressur Test Proscure Manufacturer
Annulor 3000 « 1250
DoublsRarm 3000 " 3000
Anmudar 3000 1500
gf;"’ centdy Mﬁ:‘;’&""“‘“ e dhowe & Tt @ud complite to e best QIL CONSERVATION DIVISION
T further veriify hat the dellling pit vill be canstruck i
NMOCD guiddines IX, 2 gonecsl permit [, ot an (sitachad) slinnotive
OCh-sppreved plan |, Approyed By: Paul Kautz
Printed Name: Elecironically flled by Dians Kuyhendall Title: Gealogist .
Title: Regulatory Analyst Approved Date: 121142007 | Expitation Date: 121472008
Ermil Address: dkuykendalli@conchoresowrces.com
Date: 120132007 IPhnm: 432-683-7443 Comditigns of Approval Atteched




Diswin | State of New Mexico o 53
1625 N. French Dr., Fiobbs, HM 88340 N X Peanh 63035

Thon(R05) 203-6161 Feeins)2030720  Emergy, Minerals and Natural Resources
Disig I . . N

1301 W, Geend Ave., Actesis, NAL 88210 0il Conservation Division

Dhoxne:(505} 7491283 Fu(505) 7489720 .

i 1220 5. St Francis Dr.

1060 Rip Bruzos Rd., Adtec, NR 87410 Santa Fe, NM 87505

Phonei(503) 334-6178 Fax(505) 3346170

Distcict TW

1220 5. $t Francls D, Stwa Fe, HAE £7505

Phane(505) 476-3470 Fee(S05) 476-3462

WELL LOCATION AND ACRFAGE DEDICATION PLAT

1. API Fouber 2. Poal Code 2. Poo) Home
30.05-27995 WILDCAT WOLFCAMP
4, Propamty Cods 5. Prepesty Hans . ¢. Well No,
36890 TAURUS STATE COM on2
7. QURID No. 8. Opoaw e 9. Elstation
220137 COG OPERATING LLC 4306
10. Surface Location
UL.Lot | Setiom | Towaship | Ramge Lotkin | Feet From l HSLne | FeaRom | BNV Line Cowdy
1 10 158 31E i 1980 S 330 E CHAVES
11. Botiom Hole Location If Different From Surface
TL-Lt | S | Toweship | Rangy | Ltldn | FemFrem | M/SLwe | FeeFram | ©'WLline Eoargy
L 7] 158 31E L 1680 S £0 w CHAVES
12. Dedizared Acres 13, Jobe or el 14, Cousolidetion Code 15. Order Ho.
160.00
N 'WABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN
CONSOLIDATED OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
-1
OPERATOR CERTIFICATION

Tharabp carty) that the information containad havein is
trug and complate fo tha best of my knowladgs and belief
and that this organication sithar owns @ worlang intarsst
or unleased minaral interast in tha lznd eluding the
proposad botlom hole location(s) or hes a right to dvill
Uzis well af fhls location pursuant fo a contract with an
owner of such & mineral or woridng infardst, or fo @
volunfary pooling agreernsxt or @ compulsory pooling
ordor heratefors snterod by fhe division.

E-Signed By: Diane Kuykeadal}
Titls: Regulatory Analyst
Date: 121372007

_ SURVEYOR CERTIFICATION
I haroby certipy that the wall Iocation shown on this plat
was plotied from fiald notes of actual surveys mada by
ms or undsr my supayvision, and thal the same is frue
and correct to the bast of my baliaf.
Swrveyed By:  Gary Jones
Date of Swrvey: 12712007
Cortificate Number: 7977

ka8 A e S 48 e o A A 2




Permit Comments
Operator: COG OPERATING LLC , 220137
Well:  TAURUS STATE COM #002
AT 30-05-27995

Created Comment Comment

By Date
‘ PEDWARDS Hziconocnlzt::ﬁ :“r)?ells i.n this area from surface to TD are low anough that 3 121432007

PEDWARDS C-102 & diractional plan te follow 12132007




Permit Conditions of Approval
Operator: COG OPERATING LLC , 229137
Wel:  TAURUS STATE COM #002
APT:  30-0527995

alads] s
- Condition
Reviewer
otz Pit construction 2nd closure-musl satisty ail requirements of ysur approved pian. Q.C.D, Rule 19,16.2.50,
and the Pit and Qelowr Grade Tank Guidelinas




DISTRICT 1 Ferm C-102
1635 N, Preach Dr. Hobha, NN 85240 State of New Mexico Revisged October 12, 2003
DISTRICT II Energy, Mincrals end Natural Resourccs Departinent

1301 ¥, Grand Avonue. Artesia, NM 85210

DISTRICT III
1000 Rio Brazos Rd., Aztes, NM 47410

DISTRICT 1V
1210 8, St Prancis Dr., #enta Fo, HE 87308

Submit to Appropriate District Officc

OIL CONSERVATION DIVISION B sl s
1220 South St. Francis Dr.
Santa Fe, New Mexico 87509

[0 AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Pool Code Pool Name
Property Code sProperty Nome Well Number
TAURUS STATE COM 2H
OGRID Ne. Operator Name Elavation
C.0.G. OPERATING L.L.C. 4396'
Surface Location
UL, or tot No. Bcclion Township Hange Lot Idn . Feet from the North/South line Feet from the East/West line County
| 10 15 S 31 E ' 1880 SOUTH 330 EAST CHAVES
Bottom Hole Location If Different From Surface
UL or lot No. Seetion Township Range Lot Jdu Feet from the North/South line Peet from the East/West line | County
L 10 15 S 31 E 1880 SOUTH 430 WEST CHAVES
Dedicatod Acres Jeint 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
T T
‘ I OPERATOR CERTIFICATION
| ' I hereby certify that the information
conlginwd herein iz frus and complele to
I l tha ynst of my bnowledga and baliaf, and that
#Ais organirafon sitkar owns a working
indersst or unleosed ménsrel (nterost tn e
| I lona tnofuding the proposed botiern hole
| | e P T Bt
l [ or maolmu:‘rgg;wxﬁ mﬂtl}nmrz a o by
com; ory pa o ofore era
ihe division
Fo——— +————= —t-————= e
HOTTOM MOLE_LOCATION | | SURFACE LOCATION
LAT.: N 3301'42.90" LAT.: N 33°01°43.0707
LONG.: W10349'00.46"| 3 LONG.: W103' 48°07.24" Signature Date
- N: 738324776 N.: 738384.797
SPC- £t 699645.621 i :SPC‘ E.: 704176.362
(NAD-83) | | (NAD-83) Printed Name
E f SURVEYOR CERTIFICATION
L 1
| | 1 hereby certify that the well location shouwn
] I on Uiz plat was plotted from field noles of
actunf fwrveyy mode by ma er under my
430" I 4530.9 | 330" supervisen, and that the same {0 irue and
Er Sl l et ki ' u YR correct ta ihe besl af wy bellen
. H. 4
] |
| !
N AT ——— ] —
B ‘ ! B
@ | | z
&
! !
I |
]I : Cartiticats No. Gary L Jones 7977
—1 1 BasiN 3§




Contfirmation Report — Memory Send

Pags : 001
Date & Time: 12-17-07  04:23pm
Line 1 . 14326854398

. Line 2 B
Wachine 10 ¢ Concho Land

Job number 3

Bate t12-17 04:1%m .

Te : B80212815613576 '

Number of pases 02

Start tlme  12-17 04:Z0mm

End time 1 12-17 04:23pm '

Pages sent HE 1T

Status o 0K

Job number : Bi Hkk SEND SUCCESSFUL &%

=g LI D4 e
Fasken Center, Toweor II

. S50 West Texas Avenue, Suite [ 300
Midlang, TOX 79701

Phone: (432) §83-7443
Land Dopt. Fax: (432) 685-4398

Toral Pages (including cover):

Privileged and Caonfidential

° Dates W0 S ] [er

Tos Oraonecm, 14384 .
Al 2 oo M Arall g .
Fax: Kol ~ fgga ISR’ N~ Bfal— D0l

From:___ sz, [ZrfnestSon
Subifect: Mﬁ;@, A("?—-" e);n'ﬁ\‘ma_ﬂ S T OA Ao

Enlenas l/\r (W] [N A 4
4
Tha inl U by this dlc Is urhm-‘na wnd and ix orly far ihe uKko
wl thar div(duni or aatity Aaraed. U the vaader ol thex < the ar ||—.= ar nm:ul
responaibia to daliver it o n-- 'nicv\d" reaipiant, you should e -r.: 1o that ond dimsemination, dis= utlam oe vam: “
YT {e mirfcty; £ yuea eva PESgl V) this cnrmm--l-—nun N crrore plaaic lmmsdmnly nadly us h.y r.lunhwnc. and
retam ihe arlgs-.gl TeUARDE 1 108 AL Yhe abGve Addrass v Ve L1 S, Prastal Sareie:
Thanik you-

If you have any diffi ’,ulty in receiving this fax, please call
ég}[gﬁ-ééﬁ&




,E_; Paclkeyge D 91 F10452
. (| Destinetion ZIP Sode: @4
iBE 1amer nce;
% Recipieni: NEZOn..
7
Addeegs:

B Gomplete items 1, 2, and 3. Also complate 1l A Signatum 7
itemn 4 If Restricted Delivery is desired. _ / _ O Agent

8 Print your name and address on the reverse Yo TPELR AT 2 Lire 1) padressea
a0 that we can return the card to you,

B Attach this card to the back of the mallpiecs, wr
or on the front if space permits. e«

D. s delivery address ditfarant from em 17 O Yes

B. Recelved by ( Printed Name} C. Date of Delivery
mes

1. Atticie Addressed to: I YES, cnter delivery address below: [ Ne
Chevron USA, inc.
: PO BOX 1635
Houston, TX 77251 -
. 3. Seryica Type
Attn: Kevin McNally gc«tiﬁed Mall L3 Express Mall .
(Taurus Fed #2) [ Registered O Return Receipt for Marchendise
DO insured Malt {1 C.OD.
4, Resticted Delivery? (Extra Fes} Oves
2. Article Number
e (Transfer from service label) 91 7108 2133 3934 7974 7945
. PS Form 3811, February 2004 Domestic Rehsrn Receipt 102595-02-M-1540




