
Jeff Lierly, CPL 
Senior Landman 

MRC Delaware Resources, LLC 
One Lincoln Centre• 5400 LBJ Freeway• Suite 1500 • Dallas, Texas 75240 

Voice 972.371.5242 • Fax 214.866.4883 
jlierly@matadorresources.com 

March 31, 2016 

VIA CERTIFIED RETIJRN RECEIPT MAIL 

Working Interest Owners See Exhibit "A" 

Re: Mallon 27 Fed Com 3H Updated AFE 
E/2W/2 of Section 27, E/2SW/4 of Section 22, Township 19 South, Range 34 East 
Lea County, New Mexico 

Dear Working Interest Owner: 

As you are aware, MRC Delaware Resources, LLC and its operating company Matador Production 
Company (collectively ".MRC") previously proposed the drilling of the Mallon 27 Fed Com 3H 
(the "Well"), located in the E/2W/2 of Section 27 and E/2SW/4 of Section 22, Township 19 South, 
Range 34 East, Lea County, New Mexico, to test the Bone Spring formation. The updated estimated 
cost of drilling, testing, completing, and equipping the Well is $7, 796,407.00, as itemized on the 
enclosed Authority for Expenditure ("AFE") dated March 31, 2016. 

The Well will be drilled to a total vertical depth of 10,800' and a total measured depth of 18,250', 
producing a treatable lateral of approximately 7,267' within the Bone Spring formation to be 
completed with 18 stages. 

MRC proposed drilling the Well under the terms of the modified 1989 AAPL form of Operating 
Agreement ("OA") which was previously furnished for your review and approval. The Operating 
Agreement will cover the E/2SW/4 of Section 22 and the E/2W/2 of Section 27, Township 19 
South, Range 34 East, Lea County, New Mexico limited to the Bone Spring formation ("Contract 
Area") pursuant to the following terms: 

• 100/300/300% Non-consent penalty 

• $7,000/$700 Drilling and Producing overhead rate 

If you haven't done so yet, .MRC requests that you indicate your election to participate in the drilling 
and completion of the Well in the space provided below, sign and return one (I) copy of this Jetter 
along with your geological well requirements, the AFE, the OA and four (4) copies of the 
Communitization Agreement for the Well to the undersigned at your earliest convenience. Please 
be advised that MRC has filed for compulsory pooling for the April 14, 2016 docket in an effort to 
ensure all required documents are obtained from all working interest owners in a timely fashion. 
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If your election is to participate in the drilling and completion of the Well, please sign and return a 
copy of the enclosed AFE at your earliest convenience. Please be aware that the enclosed AFE is 
only an estimate of costs to be incurred and by electing to participate in the Well, each working 
interest owner shall be responsible for its proportionate share of all costs incurred. 

Please contact me if you have any questions. 

Sincerely, 

JeffLierly, CPL 

Enclosures 

Please elect one of the following and return to sender. 

___ I/We hereby elect(s) to participate for its proportionate share of the costs detailed in the 
enclosed AFE associated with the Mallon 27 Fed Com 3H. 

__ UWe hereby elect(s) not to participate for its proportionate share of the costs detailed in the 
enclosed AFE associated with the Mallon 27 Fed Com 3H. 

___ I I We are interested in selling our interest in the Contract Area, please contact us to discuss. 

Working Interest Owner: ------------

By: 

Title: _________________ _ 

Date: _________________ _ 



Exhibit" A:' to the Mallon 27 Fed Com 3H Updated APE 

List of working interest owners and certified tracking #s 

MRC Explorers Resources. LLC Hand deliverv 
Magnum Hunter Production, Inc., c/o 70151730000195299687 
Cimarex 
Nadel and Gussman Capitan, LLC 70151730000195299670 
MRC Spiral Resources, Inc. Hand deliverv 



MATADOR PRODUCTION COMPANY 
ONE LINCa.N CENTRE• MIO LBJ FREEWAY• SUITE f!IIIII • DALUIS, 11:XAS 752411 

l'tlone (t'/2) 371-QIO • Fn 1972) 371-6201 

ESTIIIA'le OF COSTS ANO AUTHORIZATION FOii ElCPENCl1UIIE 

DATI!: 
WELL NAME: 

LOCATION: 
COUNTYl!ITATE: 
IIRCWI: 

GEOLOGIC TARGET: 

Mateh 31. 2016 
Mallon 27 Fed Com 3H 

E/2W/2 Sec. 27. E/2SW/4 Sec 22. T19S-R34E 

Lea 

3rd Bone Spring 

REMARKS: Drill and o:,mplete a honzonlal 3rd Bone Spring well with 18 stages 

DRILLING COMPLETION 
INTANGlEll.E COSTS COSTS COSTS 

Lind I itviJ I ~IIOfy $ 76.700 j 
Location, Surwyo & Damages 160,500 13,000 
DrtQJng 627,000 
Cementing & Float &quJp 1'15.ooo 
Logging I Fonnatton livaluadon 6,3oo 
llud Logging 20.500 
llud Clrculation S- 64,360 
lllld & Che111Jcalo 77,400 24,()00 

Mud I Wnt.ewater ot1po11J 170,000 
FreJghc I Trantportdon ,s.ooo 12.iliiii 
Rig Supervision I EnglnNrlng 64,000 s1~ 
DrfflBIIB 105,000 
Fual&-r 70.000 
W01er 52,500 514,000 
Drtg & completion O..moad 14,000 11.000 
Plugging & Abandorwnent 
Dlrectfonaf Dlflflng, IIIMtt• 230,000 
Compllllon Uni~ Swab, CTU 76.ociii 
Porfo..Ung, Wlrellne, SllclcUno 60.Bliii 
High,,_,.. Pump TNCI< 56.000 
Stimulation 2.250lioo 
sumui.lfon FJowback & DJsp 80.5iio 
Insurance 32,850 
Lal>or 115,500 19,500 

Rental .. Surf8ca Equipment 76,200 132.250 
Rental .. Dawnho .. Equipment 56,000 39,000 

Rontal·LMngQuanera s7.sso 22,130 
Contingency 228,249 338,738 

TOTAL INTANGIBLES> 2.510.739 3.70l.1f8 
DRILLING COMJ>LfTJON 

TANGIEll.E COSTS COSTS COSTS 
surr1caC1tlng 56.i50 
lntarmedflle Ca•lng 140 750 
D~llngLJner 
Production Ching 373,000 
Produdion Liner 
T~ng 
Wellhtld 41,000 
Pac.Mrs, Liner tfangms 36,000 
Tanks 
Prvductlon vuu1• 
Flow Lin .. 
Rod alr1ng 
Anlffcill Liii Equipment 
Compressor 
1nau1-.iea111 
Surface Pumps 
Non-conlrollabl• Surfaca 
Non-cantrolllblo OOWlll!Ole 
Down"°"' Pu•pa 
Mnsurtment &. Meter Jnstallatlon 
GH Conditioning I Dtllydrwtlon 
lnlarconnocllng FacHlty Piping 
GaillertnglBullLI-
V-. Dumpa, Conll'.OllelS 
T-/Faclllly-Dontalllmenl 
FtareStacll. 
Elodrltal I Gn,unding 
Cammunlcattons I SCAOA 
lnatlumontodon I Safely 

TOTAL TANGIBLES> 511.SOD 3S,OOO 

TOTAL COSTS> 3,1~ 3,740,118 

PREP.6REO BY MATADOR PRODUCTION COMPANY: 

Dnlling Engineer: PalnckWabt1 Team Lead· WTXINM f:N(._,. 
Completions Engineer 6en P'eler!on 

Production Engineer: TrentGooc1w111 

MATADOR RESOURCES COMPANY APPROVAL: 

Executive VP. COO/CFO VP • RN Enau-ing 
DEl 

Executive VP. Legal Exec: Dir. ExploraJion 
CA SLf 

President VP & GeMnll Manager 
M\IH RCl 

NON OPERATING PARTNER APPROVAL: 

Company Name: Worting frrtere$l (%}: 

Signed by; Date· 

Title: Approval; 

Al'l!NO.: 

FIEU>: 
IIOITIID: 

LATERAi. LE11G1H: 

PRODUCTION 
COSTS 

5.000 

2,400 

,,.coo 
tO,soo 

4.500 

6.000 
450 

150 
2.SOO 

'3,IOO 
PROOUCllON 

COSTS 

50.000 
40,000 

40,000 
40.000 

53.000 

30,000 
5.000 

65.500 

7,SOO 

10.000 
341.000 
314,fOO 

Yes --

f 

$ 

Bone Spring 

18250'110800' 

7,267 

TOTAL 
FACILITY COSTS COSTS 

76 700 
72.~ 251,000 

627.000 
170.000 

6.500 
i!i.!iii.i 
64.365 

101,.400 
170.000 
30.000 

JO.ii66 1&7.f;OO 
105.000 

7liJiilo 
566.SOO 

25.000 

230.000 
ai.ooo 
60,800 
66.500 

2.250.000 
i!A.soo 
32850 

145,000 
6.000 214,900 

9!>,000 
1,000 81.2/JO 

10,950 578.537 

120,•50 6,378,907 

TOTAL 
rACIU1Y COSTS COSTS 

56,750 
140,750 

373,000 

50,000 
81,000 
M.000 

90,000 90.000 
45,000 65,000 

40,000 

53,000 

90,000 120.000 
5,000 

80,000 60.000 

19.000 84.500 

40,000 40,COO 

30,000 36.ooo 
20.iioo 20.ooii 
,o.ooo 17,500 

25.illxi 35.!IOO --- 1,'17,580 

541AA 7,1N.«¥1 

VP-Drilir.-g 
8G 

VP - Productioo 
T·NG 

Tax ID 
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AFE • Version 3 


