< CONCHO

e

eptember 23, 2008

VIA CE D MAIL-Return Receipt Requested QXL

AND FACSIMHE (432) 571-7832 . \[\)

Cimarex Energy Co. )( ‘& /B/

600 N. Marienfleld, Suite 600
Midland, TX 79701 /

Attn: Hayden Tresner /§ l}‘/—)

RE: Turkey Track Prospect 4(
Taurus Federal #1 % §
5282 of Section 10-T15%-R31E ‘6
Chaves County, New Mexico

Ladies and Gentlemen:

COG Oil & Gas LP and its general partner COG Operating LLC (hereinafter referred to as Concho) hereby
propose the drilling of a horizontal well ta 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 330’ FSL & 330' FWL with a bottomhole location
at 330" FSL & 330" FEL with the dedicated project area being the 5252 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 submitted Permit to Drill.

We ask that you join Concho 1o the full extent of your interest in the driliing, testing and completing of
this propased well by indicating your acceptance in the space provided.

However, in the event you do not wish to participate, Concho respectfuny requests that you consider as
an alternative either of the below proposals:

Proposal 1:

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

Proposal 2: N
Cimarex Energy Company or its entity of record will farmout all of its contractual and leasehald
interests in Section 10-T158-R31E, Chaves County, New Mexico, retain an overriding royalty
interast of 5%-praportionately reduced and will retsin the right to convert said overriding
royalty interest to a twenty-five percent (25%) proportionately reduced interest in subsequent
proration units drilled in said section.
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Proposal 3: .

Cimarex Energy Company agrees to enter into a mutually agreed to QOperating Agreement in
substantially the same form as attached hereto to develop the entirety of the South Half of
Section 10, Township 15 South-Range 31 East, Chaves County, New Mexico as to all depths.

Please indicate below the option of your chqice below, sign and return this letter at your earliest
convenience to my attention by any of the following methods:

. U$ Mail ~ 550 West Texas Avenue, Suite 1300, Midland, Texas 79701
. Fax —432.685.4398 )
° Email - Jspradlin@concharesources.com

Should you have any questions, please do nét hesitate to contact me at 432.683.7443,
Very truly yours,

C0G Oil & Gas LP
by COG Operating LLC, general partner

Cheiton Ehpadr

Jan Preston Spradlin, CPL
Senior Landman

1/We hereby elect to participate in the Taurus Federa! #1
I/We hereby elect pot to pacticipate in the Taurus Federal #1
I/We hereby elect to pursue Proposal 1

I/We hereby elect to pursue Proposal 2

1/We hereby elect to pursue Proposal 3

CIMAREX ENERGY COMPANY

By:

Name:

Title:

Date:




COG OPERATING LLC
AUTHORITY FOR EXPENDITURE
DRILLING

VWELL NAME: Taurus Federal #14 PROSPECT NAME: Turkay Track

Surf. 330' FSL & 330' FWL

COUNTY & STATE: CHAVES CO. NM

BHL 330' FSL & 330" FEL

OBJECTIVE: 13,330 MD(6B60° TVD) Wollcamp Test

Section 10, T155, R¥E

By: J, Coffman / M. Carsor

Date Prepared: «  849/08

Wa approva:
% Working intatest

INTANGIBLE COSTS . BCP ACP TOTA
Ttie/Curative/P ermit 204 1,000 1000
[ 202 22,000 302 22,000
Damages/Right of Way 203 _45,000 303 " 18,000
Sunvay/Staka Location 204 3,000° 304 3,000
Locatior/Pits/Road Exp 05 7 45,000 305 5,000 50,000
Driling / Campletion Overhead 206 5,000 306 1,000 6,000
Tumkey Contract 207 307 0
Foalage Contract 208 308 0
Daywatk Cantract 44:3 1 208 748,000 308 §1,000 780.000
Directional Dillling Services w/ LWD 210 384,000 310 384,000
Euel & Powor 1 210,000 11 40.00D 220,000
Watsr 212 20,000 312 50,000 80,000
Bis 213 80,000 313 1,000 1,000
Mud & Chemicals 214 83,000 314 80,000
Drill Stam Test 25 M3 0
Coring & Analysls 218 e [)
Cement Surface 217 13,000 13,000
Cameont Intermadiala 218 30,000 30,000
Cemant 2nd Intarmodiate 77 218 40,000 318 40,000
Cament Squeazs 4 Other (Kichef Phug) 20 25,000 320 25,000
Flast Equip t& C Itz 221 7.000 321 7.000
Cazlng Crows & Equipment 222 15,000 322 10,000 25,000
Fishing Toak & Servics 223 n 0
Goobyic/Enginesring 24 30,000 324 1,000 11,000
Conlraci Laber 225 10,000 326 20,000 30,000
Company Supervizion 26 2000 326 2,000 4,000
Contract Supalvision a2 58400 327 14,000 70,400
Testing Casing/Tubing 228 4000 328 1,500 TE00
Mud Logging Unk 229 35,000 329 35,000
_Logging 230 55,000 330 55,000
" PeroratingWireline Seivices Pl 5,000 331 12,500 17,500
Smulation/Treating 112 760,000 750,000
Cowplation Unlt m 45,000 45,000
Swsbbing Unkt 34 []
' Rentals-Surfaze n8 80,000 335 45,000 125,000
Rentab-Subsurface 238 45,000 336 10,000 55,000
Trucking/ForidiVRig Mohillzation 37 100,000 337 15,000 115,000
Wolding Servicos 238 2.300 a3z 1,500 4,000
Walor Dispasal 28 15000 339 15,000 30,000
Plug to Abanden 240 340 0
Setsmic Anolyzis 241 341
Closed Laop & Envimnmental 244 100,000 344 100,000
Miscatl 242 5,000 342 1,000 8,000
Contingency 23 225790 343 108,150 331,840
TOTAL INTANGIBLES 2,483 600 1,167 8BS0 3,654,340
JANGIBLE COSTS
Surfece Casing 500r 13 3/8* 401 32,000 32.000
I diats Casing 41000° 8 5/8°, 3500°7 402 619,500 519,500
Production Casing/Liner , 55004 1/2° 503 115,300 115.500
Tubing 8200° 2 7/8" 504 53,500 93,500
Waelihsad Equimmeant 409 10,008 505 2,000 13,000
Pumping Unt 508 85,000 85,000
Prime Maver 507 30,000 30,000
Rods 508 20,000 20,000
Pumps 500 3,500 3,500
Tanks 810 26,000 25,000
Flowlines 514 1,000 1,000
Hester TroatadSepatator 512 10,000 10,000
Mal System 513 0
Packers/AncharsiHanpens 414 B3 200,000 200,000
CouplngaFlingafvaives 418 3,000 616 73,000 15500
Gas Compressors/Msters 516 _4,000 4,000
Dehydmtar §17 0
Injaction Plant’CO2 Equipmant . 518 []
Miscolanscus 418 150 ste 1,000 2,000
Cont 420 - €6450 G20 0,950 127 400
~YOTAL TANGIBLES _ 730550 E70450 7401 800
TOTAL WELL COSTE 3,214,640 1,838,100 5,052.740
4
COB Operaling LLC

Company;

By:

Printad Nama;

Thle: This AFE I3 only an estimate. By slaning you agres ts pay your share
Date: of the actual coats Incusred,
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 Fom 3603 FOR APEROVED
{August 2007) QB Mo, 1004017
UNITED STATES — r-.\:l;!nlulf 31, 2010
DEPARTMENT OF THE INTERIOR - Leasc Jena .
BUREAU OF LAND MANAGEMENT SL NMjf2,105085 BHL State of NM
6. If Indian, Allot Tribe N
. APPLICATION FOR PERMIT TO DRILL OR REENTER 1o, Al or Tithe Soma
NA .
] .
Ja., Trpe of work DR.ILL D REENTER NMIEUmx or CA Agreement, Neme and No,
8, Lence Name and Well No.
Ib. TypeofWell: [Z]0it weit [ ] Gas went [ JOter [ 1sigte 2ane [ ] Muttiple Zone | Taurus Fedarsl #1H
2 Name of Opensior GOG Operating, LLG v 9. APl Well Mo,
3. Address g0 want Texas, Sulte 1300 3b. Phonc No. finchele oreq codk) 10. Pield end Pool, or Exglomtory
Midtand, TX 75701 (432)- 685-9158 Undesignated Wollcamp
4. Location of Well (Report focation clearly and in accordnce with any Siak requirementr. ) 11 See, T. R M. or Blk.and Survey or Area
t 230" FSL & 330° FWL, Unit M Saction 10, T158, R31E
At surfice ROSWELL CONTROLLED WATER BASIN
At propored prod. zone 330' FSL & 330° FEL, Unit P .
14. Distancs in miles and direction fram pearest fosvn af post office® 12. Coualy or Pansh 13, Stte
Approx 15 miles North af Mallamar, New Mexico Chaves Co.. NM
Is. Distance from propnsed® 44, 16. No, of acres in fcase 17. Spacing Unit dedicated 1o this well
Tocation ¥ nearest 160
perty of lesse line, & ec0
mm ta nearest drig. wnit ling, If eny)
18. Distanice fwzﬂ pmﬁ’;’“d Incuﬁtlm'd' 19. Propased Depth 20. BLMAIA Bord No. on fite
to nearest well, didling, complete
applicd for, on this Jeasz, L. NIA ;ggg?#g NMB 000215
2. Elevations (Show whethes DF, KDB, KT, Gi, etc) 22 Approximate date work will stut* 23. Estimated dumtion
4415 GL 04/04/2008 . |45Deys
U Attachments
The following, completed in dance with the requi of Onshors Oif wnd Gas Order No.J, must be attached &0 this form:
N 1. Well plat cedtified by & registered surveyor, . 4. Bond fo cover the operations unless cavered by an existing bend on file (sec
2 A Dritling Plan. Tt 20 above).
3. A Serfacs Use Plan (if the location i on National Forest Systera Lands, the 5. Qperator cedification
SUPO must be filed with the npprppﬁm Forest Secvice Office). $. lsb?.cﬂ other sife apecific information and/or plans ns may be required by the

o
2. Signy / ’/Q Name (Printed Typed) Dite
Lo Lot Dwalne Moore 0911212007
‘ Tie 7 '{ /
Agent CQ__G Qperating JLC

Appe “‘%M IZ«?&;&,} Ko (PrimaTed ) 6y Angel Mayes D'DF{C, 12 2007

tle 8 \ 3 Offi . -
Ti " Assistant Eldld Managaf, “ROSWELL FIELD OFFICE APFROVED FOR2 VEADS
Application approval ﬁm‘ wAman; of tgg %5( l!ti epplicant holds egal or equitable titlc o those rights in the subject leasewhich would eatitle the applicant to
conduct operations thereon. -
Conditions of approval, if sny, are attached. )

Title 8 US.C. Section 1001 and T 43 US.C. Saction 1212, cuke it a cximc for 4ny person knowingly and willfully to ke fo departnen {the United
Statey any fates, fictitious or fraudutent statornents of represeatations as to any mn:’rgvcmun its Jm-:f»!ﬁnn. yte i 1 or ageney o v

(Centinucd on page 2) ' *{Instructions an page 2)

APPROVAL SUBJEGT TO
GENERAL REQUIREMENTS AND
SPECIAL STIPULATIONS ATTACHED
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Dgpl ',_.l. Bebhe, R4 BUDED Farm C-1082
jex N, ~ State of New Mexico Rovised Oalober 12, 30085
DISTRICT U Bnergy, Misorsls and Nature} Neoouroes Deparimuant

Bubmly to Appreprinte Disirisl Gffwn

e OIL CONSERVATION DIVISION Bate Lasee = 4 Corim
2. r.
1003 #io Brures Ri., dstee, W 271D Santa r;.' New Mexico 87506
DISTRICT TV
‘ 10 0. M. Prupels Br, Meada Fo WM FrRAD . . Dmmnnmo“
" WELL LOCATION AND ACREAGE DEDICATION PLAT
APL Nuzsher Pea) Codw Posl Name
Properiy Cods Property Nome ' Wall Nuxabar
TAURUS FEDERAL 1H
OGRID Ne. . Opurnier Mama Devatisa
C.0.G. GPERATING L.L.C. 4415’

Sarface [ocation

7% or 1st Wa. | fovilon | Tewmahip | Bangs | Lat lén | Feol from Uhe | Nerib/Beuts line | Fovt frem the | Zos\/W¥ent linw | County

M 10 15 8 31 E . 330 SOUTH 330 WEST | CHaves

Bottom Hole Location If Differsnt From Surface

W ar 10 e, | Sowiivn [ Tovaahip | Bacgs | Lot Wm | Beet frem the | Nerin/main T | Powt frmm G | Emifot 1oy | Sovns
P 10 15 S 31 E 330 SOUTH 330 EAST CHAVES

Dedicuted Aores | Jeimt er lufill { Conoelidstisn Cude Ocder Na.

NO ALLOWABLE WILL BE ABSICNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSDLIDATED
OR A NUN-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

R OPERATOR CERTIFICATION

TR il ittt T E R

Priatsd Nome

B |

SURVEYOR CERTIFICATION
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Package 10, 910621
Destination ZIP Codg: 7071
Custowmer Refergnce:

Cimarex Energy Co. )
600 N. Marienfield, Suite 600

Midland, TX 79701 *
Attn: Hayden Tresner

m Complets liems 1,2, and 3. Alsp complate
item 4 ¢ Restricted Dalivery Is desirad,
Print your namg and address on the reverse
S0 that we can Tsturn the u,

B Attach thig card to the back of thy mailplece,
or on the frant jf SPpace permits,

1. Articls Addressed to;

EL
DA M L 115 re
oS ¥ . /] B Addressee
B. Receivad by (Printeq Name) &/ &e of Dativa,
Sieg, “Queeg ?%"(ﬁ
D- Is delivery addroes differgnt from item 17 L7 ves
I YES, onter deiivery address betowy; O No

Cimarex Energy Co.
600 N, Man'enﬁeld, Suite 600
Midland, TX 79701

Attn: Hayden Tresner

Mu/ \:il ﬁ O insured Maif
~=UUA 1 0

4. Restrictaq Dellvery? (Exirg Feae)
2. Articte Numbgr

{Twaﬁvmse_‘_ 91 7108 £133 3733 531z 8L55
PS Form 3811, Fabryary 2004

a. Service Type

ECertiﬂed Mall [T Eupregq Mail

Rejistared O Retum Roceipt for Merchandige
Qconb.

Domostic Retum Receint
e

102535-02-M-1540




Confirmation Report — Maemaory Send

Page HE i)
Date & Time: 09-23-08 03:34pm
Line 1 1 +4326854398
Line 2 HE
#achine 1D : Concha Land
Job numbar : oee '
Date s 09-23 03:33pm
To 1 B5TIT832 v
Number of pages ;006
Start time + 09-23 03:33pm
End time : 0923 03:34pm - .
Pages sent : 006
Status 0K
Job number ; D98 3% SEND SUCCESSFUL ***

Fasken Coenter, Tower X
550 West Tuxas Avenuw, Suite 1300
Midland, TX 79701

Phono: (432) 683-7443
L.and Dept. Fax: (432) 685-4398

Totrtalt Pages (including cover):
Privileged and Confidential

Dmter: %M‘a * 723 . 2one

Tz Q}dDM.. \5"(0'&1«»’7 M
Elann 2 o
Faxs Lvl’ba-a"ll Tx=2 5 0

X ro X3, Qf&f/m %@]\() (\ DL—M

Subjocts h')lnh- AN &3-4- A L
i
K
Fhe mrormeslon By T end aniy far lha uas
nrlhd inadivigusl or enetey ||urr~d If cha r-aa-vur mi- s nat lhc ar the ar ugene
respensible w dellver e 13 (he (ncndea recipionc, you thoula Be awary thue any
-rinie i avrloTie p r rau have e i Al gt T pwiittln et DAL A il £
Feliomt st ETBINGT rroassasia 0 un #t the aliava acdrex vie the U1, taetel Survleo.
arile g,

If you have any Jdifficulty in receiving this fax, please call




=7 CONCHO | FAX

Fasken Center, Tower [1
550 West Texas Avenue, Suite 1300
Midland, TX 79701

Phone: (432) 683-7443
Land Dept. Fax: (432) 685-4398

Total Pages (including cover):

Privileged and Confidential

Date: \\ sbp& 73 2B

To: !(MA \S(UAJ« 2.9 .

S vy Plasvnu (o
Fax: Ox2-a)-%32 ° 0

From: Q{h’m %OMA DL.Lu
\ )
Subject: iﬂmum mi)m 4 %l

‘The informstion itted by this Facsimile is considered privileged and confidential, and is intended onty for the use
of the individuai or eniity named. If the reader of this message is not the intended recipient or the employce or agent
responsibie to deliver it to the intended recipient, you should be aware that any dissernination, distribution or copying
of this comnwnication is strictly prohibited. [f you have received this conmunication in error, please immediately notify us by telephone, and
retum the original message ta us ar the above address via the U.S. Poslal Service.
Thank you.

If you have any difficulty in recetving this fax, please call




