PROJECT COST ESTIMATE

LEASE NAME: West Newmill 15 State Com

WELL NO:

#1H

PROJECT:  Drill 8800 vertical Montoya test and Plug back / Drill / Complete a Horizontal Abo Producer (4000’ lateral)
DRY HOLE AFTER CASING| COMPLETED

INTANGIBLES Codes COST Codes POINT WELL COST
LOCATION COSTS: ROADS & LOCATION PREPARATION / RESTORATION 156202 $65,000] 156302 $10,000 $75,000
RIG MOVE IN/OUT - RIG UP/DOWN 156204 $80,000] 156304 $80,000
DRILLING - TURNKEY 156206 L )
DRILLING - FOOTAGE 156207 i, $0
DRILLING - DAYWORK 20 days 12500 /day 156208 $250,0007 %777, $250,000
COMPLETION UNIT 6 days 4000 /day 7070 15630 $24,000 $24,000
RENTALS - TOOLS & EQUIPMENT 20 days 4500 day 156210 $90,000/ 156310 $70,000 $160,000
BITS 156212 $60,0000 7 7......7 $60,000
MUD & CHEMICALS 156214 $40,000] 156314 $4,500 $44,500
DISPOSAL 156215 $100,000] 156315 $90,000 $190,000
WATER / COMPLETION FLUIDS 156216 $15,000] 156316 $25,000 $40,000
SUPPLIES 156218 156318 $0
FUEL 1000 gal / day @ $3.00 gal 156220 $60,000| 156320 $8,000 $68,000
ELECTRICITY 156222 156322 $0
COMMUNICATIONS 156224 156324 $0
CEMENTING/SQUEEZING 156230 $35,000] 156330 $37,500 $72,500
STIMULATION/ACIDIZING/FRACTURING 156232 156332 $750,000 $750,000
PERFORATING 156234 156334 $60,000 $60,000
WIRELINE SERVICE (Open hole logs in vertical & gyro) 156236 $70,000{ 156336 $15,000 $85,000
PUMPING SERVICES 700000077 1seass $5,000 $5,000
COIL TBG SERVICES 77 156340 50
SUPERVISION 20 days 1350 /day 156250 $27,000{ 156350 $20,000 $47,000
WELDING 156255 2,500] 156355 $2,500
CONTRACT LABOR 156256 $30,000] 156356 $40,000 $70,000
TRANSPORTATION (Trucking) 156258 $20,000] 156358 $7,500 $27,500
LOGGING 18 days 1000 /day 156260 $18,000| 156350 $18,000
CORING & ANALYSIS 156262 156362 30
FORMATION TESTING 156264 156364 $0
TUBULAR TESTING 156268 $7.500] 156088 $7,500
DIRECTIONAL DRILLING SERVICES 156270 $175.0001/ 700 $175,000
INSURANCE 156280 $20,000] 156380 $20,000
ADMINISTRATIVE OVERHEAD & INSURANCE 156290 $25,000] 156390 $7,500 $32,500
NON-OP INTANG. DRILLING/COMPLETION 156291 156391 $0
MISCELLANEQUS 156295 $37,500] 156395 $15,000 $52,500
CONTINGENCY (5%) 65,000 60,000 .$125,000
TOTAL INTANGIBLE COST: $1,292,500]° " 94249,000 1142 544,500
TANGIBLE - WELL EQUIPMENT 0
CASING SIZE FEET $/FOOT

CONDUCTOR PIPE 20" 40 10000 | 157202 4,000] 157302 $4,000
SURFACE CASING 13 3/8" 450 36.00 157202 16,200 157302 $16,200
INTERMEDIATE CASING 9 5/8" 3,600 29.00 157202 104,400{ 157302 $104,400
DRILLING LINER 157202 0] 157302 30
PRODUCTION CASING OR LINER 51/2" 3,100 16.00 157202 157302 129,600 $129,600
PRODUCTION LINER 157202 157302 0 $0
TUBING 27/8" 3,700 550 077777/ 151308 20,350 $20,350
WELLHEAD/CHRISTMAS TREE 157210 - 7,500] 157310 7,500 $15,000
PUMPING UNIT, ENGINE ok ssian2 $0
PACKERS v 157320 $0
SUBSURFACE EQUIPMENT 157221 2,000 157321 6,500 $8,500
SUBSURFACE PUMPS 78 157322 $0
SURFACE PUMPS v 077 ] 151323 $0
RODS 704 1sra 30
SEPARATORS/HEATERS/TREATERS L0000 15130 25,000 $25,000
COMPRESSOR ////// 000 A 151332 $0
COMPRESSOR HOUSE & SKiD L0070 157333 $0
STORAGE TANKS 000007 15tana 35,000 $35,000
METERS & MONITORS 0070 ) 1srae 12,000 $12,000
PACKS 70 8 st $0
FLARES 00 151 50
FLOW LINES oA 157340 5,000 $5,000
VALVES & FITTINGS - FLOWLINES v 00 151341 $0
GATHERING LINES 000 0 1513 $0
VALVES & FITTINGS - GATHERING LINES v, 77 151343 3,000 $3,000
FREIGHT 157260 157360 8,000 $8,000
NON-OP TANGIBLE COMPLETION 157291 157391 $0
MISCELLANEOUS EQUIPMENT 157295 7,500] 157395 20,000 $27,500
CONTINGENCY (5%) 7,000 15,000 $22,000
TOTALTANGIBLES! $148,600] 1$286,950] 111 1$435:550
P&A COSTS $0
TOTAL COST '$2,977,050

BEFORE THE OIL CONSERVATION DIVISION

Santa Fe, New Mexico
Case No. 14594  Exhibit No.” 2
Submitted by:
KEYSTONE PETROLEUM NM LLC
Hearing Date: February 17.2011




L INFWHOVLLV

Gg 938

vT 288

¥ 228

£ 08g

Zgosg LE 938
gz o°g g 3=
0z 938 61 %98
L1 seg g1 398
g 39§ 228y

voeg

010z/6/2)

OJIXAN M3N ALNNOCD Z3AVHD
LINN AHOLVYHOTdX3 92-7 TIINM3N LSIM
V3¥V LINN 40 dVIA . V.. LISIHX3



O INIWHOV LIV

Stoz/t/zE %00T NOLLYHOT mxwm'__m__%“wﬁﬁ“ 19570 1000-0£88-0A WN 1s|  oz€ a9z sv1 23 s vI
Tr0z/t/8 %00T NOILYHOT mxwwhzwwﬂx_\“u £99T°0 T000-TZ8L-0AWN LS| 02€ Y Syl @M &
T102/1/8 %00t NOLVHOT ax.muuﬁ__,w“wumﬁ_uu 199T0 TOO-0EBL-0AWNiS| 028 9z sv1 8N 7 7t
stoz/i/ee %001 I nx.wumhmwﬁﬂu " e99t0 1000-T288-0AWN LS| 0z€ oz Syl 8ZOI M 1
Troz/t/3 %001 NOLLVHO mx.wum_yn_w“w«zwﬂu © 19510 T000-078L-0AWN IS} 07E 9z Syl £o3s M o
T102/1/9 %001 NOLLYHOT &mﬁh%ﬂﬁﬂu £991°0 To-TELL-OAWN LS| 0zE 9z Svr xS n B
TT0z/1/9 %00t NowLY 9nhuu._z“zmwmwuwx§<“ £99T°0 1000-2624-0A AN LS| oze 9z Syl 7zis g
Ti0z/1/9 %00T NOLLYHOL amuw_,“%“wﬁﬁu 990 T000-98L£-0NWN LS| aze 9z svL XS . L
10271/ %00¢ NOLLYHOT s%u.ﬁ%“wﬂﬁ“ 19910 T000-L8LL-OAWN LS| 0Z€ 74 Svi  TEs M 9
Tozft/e %00T NOLLYEOT &“ﬂ%ﬁﬂﬂ“ (9570 T000-062L-0AINLS| 02T 9z Syl 9038 ﬁﬁu 5
TT02/1/9 %001 — hwhbm“um‘.zwﬂu 19970 1000-S82£-0AWN LS} 08y 9z Syl st Mmsm.u - ¥
TLoe/1/8 %00T . &wwhbmwwﬂﬂ_“ £99T'0 1000-823L-0A WN LS| Oz€ 9% Sv1 9t €
s10z/1/78 %001 MO Sn_v%wm%”wﬁﬂn 19910 1000-6988-0A WN 15|  0zE 9z Sv 1 9T M z
T102/1/8 %00T NOILOT mvmum,.h%“w\zwﬂ“ 19310 TO00-LT8L-0AWN IS]  0Z€ :14 Svi 6235 73 T
1d 1P M_”HM_) PIOOIY 3O SISSIT Aehoy siseg 10 Joquiny _a_w“mn”uﬂ“”%z RS- Sy spue jo uonduxsag #pesl
OOIX3]N MN ‘AJUNO)) saARYD
U AJoyerojdxz gz-p jIWMBN IS BL3 UILIM
$95837 pUE Spuen || SUMOUS BjnNPaYIS
dIHSYINMO 30 31NA3HDS .9, LISIHX3




e

20z 9ded

sx4 "EOIE JIUN BYJ LYW SpUL] pannjwituod Aue Suidajje pioddd Jo s359493u1 AY|eA0 SUIPLIISAO ON 44y

9%000000°00T S3.0Y |B30] 0967

%8STLEQY - = L ) Spuet 924 Jo 5310y 002
SpUET GOIXBIN MaY JO B1BIS JO STV 09LF

%TVLLIGSE =
NOILVINLIdVO3Y
2117 'SU3INLYVd
" 'GL1 531143 4 3 4 VT 038 MS3! T
1102/62/0T $9CT u.m 9.5 %8 %00t NOLLVHOT4X3 ININ YIV8 N SL8T0 QL7 's3LE3d0Ud ¥VIS[ O sz ¥ Sv L 2; S L
"2717 ‘SaANLEVd "
i V!
%001 NOILY4O1dX3 ININ AIv8 WN| tssro IV DIV
277 ‘SH3NLNVd .
#0017 NOWUYYOTJXI 3NIN XIv8 NN Lo9r0 $v15n0d .zmv_«d
JNVAIILYYG 1SIYALN! "
#00t ONDIYOM HINMO TYHINIW G3SYIINN aL’sosHd
TI0T/ET/E EEDd  ¥55 8 %00T, 'L ‘SOSIHY 0szT0 'S "W VSOY 'SHBAVIE
A . vV °L3 ‘NYW31aa3 ' ,
TI0Z/€T/€ ..3 Sd  ¥SS e %001 a1l 'SOSIHD oszre NNY O YNO3 ‘NOLTIIW3L 091 3 92 ¥ syl ST 038 3STN "INCS 9T
37171 ‘SY3NLYVd " .
110z/1/8 %001 NOWYHOTXS 3NIN ¥OVE AN £99T°0 TO00-6C8L-0AWN LS|  0ZE 3 9 ¥ Sv &L 9Z 238 4 T
JLEYE T JWEN Ised]
uonexy Suipscaay Supiom PI0ITY JO 3353 AjjeAoy siseg 10 15GRIRN [E1335 CAIXOW MON 30 URIS Sy spue Jo uofidiaseg # ey

02IXBN MBN ‘AIUN0Y) SaAeyD)
yun Asojerofdxg 9T-7 [IIUMBN 359/ 3 UM
$35€T] puUe spue’ =<.mc_>>ozm JNPIYIS

dIHSY3INMO 40 31NA3HIS .4, 1I9IHX3




EXHIBIT "C" SCHEDULE OF TRACT PARTICIPATION

Schedule Showing Tract Participation of All Lands
Within the West Newmill 4-26 Exploratory Unit
Chaves County, New Mexico

) State of New Mexico Tract Participation
Tract # Description of Lands Acres Serial Number Factor
State Of New Mexico Lands
1 E2 SEC9 T4S R 26 E 320 ST NM V0-7827-0001 0.06451613
2 W2 SEC16 T 4 S R 26 E 320 ST NM V0-88659-0001 0.06451613"°
3 E2 SEC16 T 4S R 26 E 320 ST NM V0-7828-0001 0.06451613
4 N2NE, W2,S2SE SEC15 T 4SS R 26 E 480 - ST NM V(0-7785-0001 0.09677419
5 N2SW,SWSW SEC14 T 4S R 26 E 120 ST NM V0-7790-0001 0.02419355
6 W2 SEC21 T 4 S R 26 E 320 ST NM V0-7787-0001 0.06451613
7 E2 SEC21 T 4 S R 26 E 320 ST NM V0-7786-0001 0.06451613
8 W2 SEC 22 .T 4 S R 26 E 320 ST NM V0-7792-0001 0.06451613
9 E2 SEC22 T 4S R 26 E 320 ST NM V0-7791-0001 0.06451613
10 W2 SEC23 T 4S5 R 26 E 320 ST NM V0-7820-0001 0.06451613
11 W2 SEC28 T 4 S R 26 E 320 ST NM V0-8871-0001 0.06451613
12 E2 SEC28 T4S R 26 E 320 ST NM V0-7830-0001 0.06451613
13 N2 SEC27 T4S R 26 £ | 320 ST NM V0-7821-0001 0.06451613
14 S2 SEC27 T4S R 26 E 320 ST NM V0-8870-0001 0.06451613
15 W2 SEC26 T 4S R 26 E 320 ST NM V0-7829-0001 0.06451613
Total State of New Mexico
Lands 0.95967742
Fee Lands
16 S2NE,N2SE SECi5 T 4 S R 26 E 160 0.03225806
17 SESW SEC14 T 4 S R 26 E 40 0.00806452
Total Fee Lands 0.04032258
Recapitulation
_ Unit Percentage Total Acres
Total State Of New Mexico Lands 95.967742% 4760
Total Fee Lands 4.032258% 200
Total Unit Area 100% 4960

Pagelof1l




State Ofg\@’w Mexico COMMISSIONER'S OFFICE

PATRICK H. LYONS ,
COMMISSIONER Commissioner of Public Lands Phone (S05) 827-5760
310 OLD SANTA FE TRAIL Fax (505) 827-5766
y www.nmstatelands.org

P.0.BOX 1148
SANTA FE, NEW MEXICO 87504-1148

December 29, 2010

NM Back Nine Exploration Partners, LLC
1331 Lamar, Suite 1450
Houston, Texas 77010-3039

Attention: Mr. R. Keith Turner

Re: Preliminary Approval
Proposed West Newmill 4-26 Exploratory Unit
Chaves County, New Mexico

Dear Mr. Turner:

This office has received the unexecuted copy of the unit agreement, which you have submitted for the
proposed West Newmill 4-26 Exploratory Uni: area, Chaves County, New Mexico. This agreement meets
the general requirements of the Commissioner of Public Lands, who has this date granted you preliminary

approval as to form and content.

Preliminary approval shall fiot be construed to mean final approval of this agreement in any way and will
not extend any short-term leases, until final approval and an effective date have been given.

‘When submitting your agreement for final approval, please submit the following:

1. Application for final approval by the Commissioner setting forth the tracts that have been
committed and the tracts that have not been committed.

2. Pursuant to Rule 19.2,100.51, applications for approval shall contain a statement of facts
showing:

a. That such agreement will tend to promote the conservation of oil and gas and the better
utilization of reservoir energy.

b. That under the proposed unit operation, the State of New Mexico will receive its fair
share of the recoverable oil and gas in place under its lands in the proposed unit area.

¢. That each beneficiary institution of the State of New Mexico will receive its fair and
equitable share of the recoverable oil and gas under its lands within the unit area.

d. That such unit agreement is ‘n other respects for the best interest of the trust.

3. Allratifications from the Lessees of Record and Working Interest Owners. All signatures
should be acknowledged by a notary and one set must contain original signatures.

4. Order of the New Mexico Oil Conservation Division. Our approval will be conditioned upon
subsequent favorable approval by the New Mexico Oil Conservation Division.

Carrie Tingley Hospital ® Charitable Penal & Reform & Commy rande Inlprovement » Miners' Hospital of NM eNM Boys
School ® NM Highlands University ® NM Institute of Mining (ATTACHMENT D lesNM School for the Deaf ® NM Schaol for the Visually
Handicapped ® NM State Hospital ® New Mexico State Univer. ‘nitentiary of New Mexico e Public Buildings at Capital ¢

State Park Commission @ University of New Mexico @ UNM Sai. .- ... ..coco oot it =t veemena - oo/ Mexico University




NM Back Nine Exploration Partners, LL
December 29, 2010
Page 2
5. Please submit two copies of the Unit Agreerpent.
6. A copy of the Unit Operating Agreement (if applicable).

7. Copies of all the well records for the _inifial unit well.

8. The filing fee for a unit agreement is $30 for every section or partial section thereof. Please
submit a filing fee in the amount of $300.00.

9. On Exhibit “C” Please correct the title to read West Newmill 4-26 Exploratory Unit. Also
Change from Roosevelt County, to Chaves County, New Mexico.

10. Keystone Petroleum NM LLC, as operator, must submit a $20,000 surface improvement
damage bond.

If you have any questions or if we may be of further help, please contact Pete Martinez at (505) 827-5791.

Very truly yours,

PATRICK H. LYONS
COMMISSIONER OF PUBLIC LANDS

JAMI BAILEY, Director
Oil, Gas & Minerals Division
(505) 827-5744

PL/JB/pm
cc: OCD-Santa Fe, Attention: Mr. Ed Martin
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