JAN. 22 ONTUEY 17003 TABR/SHARP TEL: 9136993083 P. 002

/Shary

A Drifling, Inc.
Prawer 10970
Midland, Texas 73702-7370
915-699-5050

Via Federal Express
Airbill No. 8297 4167 5428

January 22, 2002

James D, Huff

Lake Brenda Esraics
506 County Road 2436
Mincola, Texas 73773

Re: Well Propuosal
TMBR/Sharp Drilling {ne.’s Blue Fin =25 Well No. |
N/2 Scction 25, TI6S, R35E, N.MLP.M.
Lea County, New Mexico

Dear Mr, Huff:

TMBR/Sharp Delling, Ine. hereby proposes to drili its Blue Fin “25" Well No. | w3
stondard well location in Unit E to a 1oiat d=mh ol approximaiely 13,200 feer to be dedicated to a
standard 320-acre gas spacing unit consistng of the N/2 ol Secnion 235, T16S8, RISE, N.M.LP.M.,
Lea County, New Muxico, to 1e¢st lor production from any tormation/pool currently spaced on
320-acre pas spacing units.

Based upon our most recent mtormation, James D, Huff has a 14.6873%, inrerest in this
spacing unit based upon its working inreress ownership of 430 ucres in the W72 NE/4 and 42.50
acres in the /2 NE/4 of said Scection 23,

Please find enclosed a capy of TMBR/Sharp Drlling, Inc.’s AFE which scts forth 1ts
estimale of the cost of drilling and completing this well. At this point, we have obtained the
contral of 81.7365% ol the spacing umt.

Should you clect to paruicipate, please sign the attached AFE and retum it 1o me and upon
our receipt our proposed Joint Operating Agreement will be forwarded 1o your for your

execution.
Yours truly,

TMBR/Sharp Drilling, (nc.

Tettrey D). Phillips
President

Enciosure
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TEL: 9136993085 PO

17:04 TuBR/SHARP

I" TMBR/ Sharp Drilling, INC. 12 Number N r1tana
. AUTHORIZATION FOR EXPENDITURE Wk Mo,
{Ltic Martie T Counes arsh [ERTTIY
Stuc i 23 New Meaioa [P 10330 IINE L 42 TWI, See, 230 1168, e 1S
Acct COST 1O COMPLETION TOTAL
Conte INTANGIHLE DESCRIPTION CASING PQINT J COST WELL COT
1| Surveys / Pernu ¢ [Honds 1200 1,200
2 JRauds/Lucanai/Damages 30000 1 30,000
» IMoh/demon S 25600 _ 25.000
< {Drlling Coniiact- (
5] Covwark.30 duvs AL 88520 /day. 100440 25 560 426,000
o | Footnge
| 7| Compicuon t.mit i35 doys A1 S 2000 /oy 30.000 30.000
¥ JMud/Chenviculs 35000 35.000
» |waier [ 18000 3.000 21,000
10 [CemenvCementing Services ﬁ 39000 18,000 56,000
11 FuekEtectrieny/Generatar lights, ’ 28200 1.800 30.000
12 | Bies 55000 . 68,000
13 [Remvers siabilizers [: 15000 15.000
14 |Seivice Eyuipment l 2000 | S.000 7.000
5 Equipnient rewals 10Qaoa T 5.000 15,000
th [Wire hine Unit l
17 [Mud Logging Patco/Bioassuy 180C0 18.000
‘ x [Open ale Lagging — 25000 25.000
i 1 e Siem Testing and conme B 20000 20.0800
' o Prahutar inspections Tesiing 300D 1,500 <.500
i | Praaspomation (and) 3000 2,000 5.000
12 HEQuipment inspecuun/icsnng 2500 | 2.000 4.520
23 1Causing Crews/Tongs ; 4500 q 2.500 7. 000
4 [ Dridling Overiead 6500 H 1.5040 3.000
25 |Supcrvision 2750 i 5.500 8.250 !
>b |Cuscd Hale Logging & Perl’ 5.500 5.500 1
27 |Stimulauon 15.000 15,000 1
2§ |Praducuion Tesung 10,000 10,000 ]
29 fCompleton Fluids b 2.500 2.500 ]
13 |Fishing Tonls, Supervisor | 5000 5.000 :
3t {Canteact dabar { 2500 3,000 5,600
: 31 jtnserunece | A756 2,019 11,675
e 25 [Plog and Adandon 15000 15,000
34 |Continpeney (7%%) 54004 _ 2960 $64 664 |
TOTAL INTANGIRLE ESTIMATED COST $833.250 j £152,239 5981.489 !
TANGIBLE DESCRIPTION ) I
35 Coanducior i
36 | 500° 01 13 387 545 (RIS SGFT  Surface Casing 7.750 7.750 |
37 ] 5000 of & 387 408 3 13.00/FT Intermediste Csp, 65.0C0 55,0600 ]
14 [ntermediale Csg
12 Iatermediate Csg
' 4D} 12,000 ai 7 208 @ 11 .50FY Preduction C-g B 138,000 138,000
11 {2000 4 (2% L0 e 5 ST Liner 11,500 11.500
A2 14400 f 2 T8 5,508 EI3.20FT Tubing 4. 160 44,160
BN Tuhing
- Tuhing 41_
33 [Wellhead Equipment 4,200 9.000 13,200
40 [Float Equipment 4.0CQ 6.000 10.000
<7 |Liner Equipment 5.000 5.000
18 [Pumping Unit /7 Base / Engine
49 {Sucker rods, Pabished 120ds
) 30 |Producing Equipment. Tunk Baucry, Flowhne 30.000 30.000
51 IFtawhnes, Vavies, Fitlings/Coanegtions - 8.000 8,000 j
€2 JPackers & Other Subsur(ace Tools 8,500 6.500
3} |Cainpressor
24 [Miscelaneous Sale lierns 5.000 5.000
s {Contingeavy (744) 5667 18,421 24.088
Y OTAL TANGIBLE ESTIMATED COST $86.617 ! $281.581 3368100 R
TOTAIL AFE ESTIMATED COST o 3925 867 ] $433.820 $1,359.687
APPROVAL AND ACCEPTANCE 170N RECOUNIYED THAT AMGUNTS HIREIN ARF TS MATES GNLY AND ANYAOVAL
CP YA AUTHO R ZATION SUALL LXTTND 10 TRE A T UAL SCSTY INCUMIRED (N
Pur\l\:xpum__ I CONDNCTHVWS "HE OFCKA NICHN SHut " TIED. WHETHCR SORE O kuss THAN i
MEREM 5T 0L
i oI L Wiah tu he zoserod by TRILUShap's LIow aul woanrance
Title 3 P OO NOJ Wil o e caverod by TME NS A2 blow tiv iDsarunce.
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