*Chevron

Cody Cole Chevron North America Exploration
Land Representative and Production Company
Mid-Continent Business Unit a division of Chevron U.5.A. Inc.

Tel 713-372-1103 1400 Smith St. Room 43192
Ccole@chevron.com Houston, Texas 77002

VIA CERTIFIED MAIL — RETURN RECEIPT REQUESTED ) - o
May 12,2014

Burlington Resources Oil & Gas Company
ATTN: Ashley Manning-Dyke

600 N. Dairy Ashford Rd

P10-5-Office 5026

Houston, TX 77079

Re; Well Proposal for Gramma Ridge 14-24-34-1H (“Gramma Ridge 1H”)
W/2E/2 of Section 14, T24S, R34E, NMPM Lea County New Mexico

Dear, Ms. Ashley Manning-Dyke;

Chevron U.S.A. Inc. (“Chevron™) hereby proposes to operate the Gramma Ridge 1H well for oil and gas
production from the Third Bone Spring formation. The Gramma Ridge 1H will comprise a one-hundred sixty
(160) acre standard unit in the W/2E/2 of Section 14, T24S, R34E, NMPM Lea County, New Mexico.

The Surface location of Gramma Ridge 1H would be 330 feet from the north line and 2,300 feet from the East
line. The bottom hole location would be 330 feet from the South line and 2,300 feet from the East line. Chevron
expects to navigate the Gramma Ridge 1H through the following depths:

¢ TD Lateral MD (TVD) = 16,985 feet
¢ Landing MD (TVD) = 11,009 feet
s TD Pilot MD (TVD) = 12,200 feet

With respect to the W/2E/2 of Section 14, T248S, R34E, public records indicate you own a 12.5% working
interest within the proposed unit. I have enclosed an Authorization for Expenditure (“AFE”). The total
estimated cost to drill, complete, and equip Gramma Ridge 1 H is $8,635,600 divided as follows:

¢ Drilling = $4,296,634

e Completion = $3,422,088
e Facilities= $916,878

e Total = $8,635,600

Please indicate whether you elect to participate in the Gramma Ridge 1H by making your election in the space
provided on the next page. Once you have made your election, please sign in the space below and return it to
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me al your earliest convenience. Chevron’s Joint Operating Agreement will be furnished if requested prior to
your election. If you elect to not participate, and would like to lease your working interest to Chevron, please
contact me at cither 713-372-1103 or ccole@chevron.com.

Sinccerely,

CHEVRON U.S.A. INC.

Cody Cole, RPL
Land Representative

Burlington Resources Oil & Gas Company elects:
[ | Not to Participate in Gramma Ridge 1H

[ | To Participate in Gramma Ridge 1H at 12.5% for $1,079,450

By: Date:

By: Date:




Version 1.4 DRILLING — WELL APPROPRIATION ~ DELAIL OF CUS]1 ESTIMATE Date; 0304/2014
Fiold f Arag: |Well Namo:  Gramma Ridge 14.24.34 1H By: ¥yla Johnson
Cox| Elemen] Description VENDOR Intangible Tangible DRILuu:G
74400004 Rig - Daywork days 35.18 ralg 25000  Siday 879,532 879,532
74400002 Critting Rig-FootagedTurnkey feal rale $iday Q 01
74400003 Rig Up/ Rig Down 0 01
71050200 Fuel-Putchasod Nalural Ges & Propans 0 01
71290100 Fuel - Dissel / Molor Fuels 167,316 167,316
71200300 Ulifities - Othet {polable water) k] 0
74500023 Mobilization  De-Mobilization Rig Days 4 RigTrucking 100000 200,000 200,000
Rig Costs Total ~ intangibls 1,248,043 0 1,248,848
65010100 Company Supervision days 28.18 tale 4500 SKday 176,218 176,316
70000300 Contract Project Supervision days 30.18 rala 900 $iday 35,263 35263
Supervislan Tolal - Intanglble 211,579 0 111,51%
68200100 Onshore Cateting 0 o
66250100 Otishore Catering 0 4
66730100 Employss Personal and Business Exponse 0 [}
70000100 Contracl Labos Surface o 0
70000200 Contrac Labos Casual 0 0
76150500 Communications - Radic 0 0
76150600 C cations - Tergphona -CITC 0 i}
76200100 Ce weations- Caffular 0 0
76200300 Communicationa-Other 3,360 3,360
Othar Peapla Costs Total - Intangible 3,380 0 31,350
74400004 | Drilling Fluids 208,460 209,450
71901500 Drill and Completion Fluids (nel Service) [N
71900500 Malorials, Supply, Repair Parts 10,000 10,000
Mud, Materialy Total = intangible 118,450 ) 219,480
72300100 Surface Equi Renlals 459,189 459,189
72300200 Well Servica Equipmenl Rentals 13014 130,13
72300300 [Mater Vebiels Renlals o1
13260200 Maring Transportation-Alicatad [
73400300 Other Transportation Servicas 75,000 75,000
TIA00400 Air Transpariation allocatsd Ad) 01
TMOOTO0 _ [Hauing Services [Not Freighl) 0t
74400006 Oirectional Survey and Servica Costs 7595 37,99
74400007 Crilt String Rentals and Mills 17,501 17.6H1
71901800 Drill Bits 72,000 72.000
74400002 Cail Tubing ¢!
4400010 Stimulation / Gravel Pack Malerials & Service 0
74400011 Pumping Servicas 0
74400014 Parforating & Electric Line Services 01
74400015 Slickling Services 03
74500100 Contract Equipmanl & Sesvices 0
Contract Rantals & Services Total - intangible 1,101,908 [ 1.101.909
74500105 Sexvices- Non Taxable Material 9 g1
74500200 Tachnical Sarvices 0 01
75400500 HES Parmit Costs & Fees )] 0
75100501 Surface Regulatory & HES Inspection 0 [
75580200 QOther Professional Services 8 Fees 0 0
75500800 Misc. Services and Fess 0 [
Othet Sarvices Total - Intanglble [ 0 0.
74200300 Slig Wasta Disposal 125,000 125,000
74200600 Wasla Water Disposal 10,008 10,000
Wayte Disposal Total - intangible 135,000 ] 135,000
74400017 Coring 0 [
74400018 Tesling 0 ol
74400019 Logging Wireline 50.000 50,000
74400020 LWD (Logging While Dxilling} 4 ol
74400021 Logging - Mud 30,08 days @ 1250 $ per day 37602 37.602
Formation Evaluation Total — Intangible 87,602 0 37,602
71900022 Well Pipe Casing Size Foat Witoot 836,576
Conductor 0 1
Surfaca 13-38 1200 31.58 40 206 1
Inlermediate 1 9-58" 9075 3214 8121 |
Intermadiata 2 0 |
Drilling Linex 1] |
Production 542 16430 1693 278,160 I
Production Liner [+ 1
§
Cenlealizers & Float Equipmani
Conduglol
Surface 2000
Intermadiate 1 {DV TDOL & ECP) 20000 §
Intermadiste 2 |
Whipsioch 104000
Production 45000
Packers/Steaves
!
71900020 Wall Pipe - Tubing Undar 7* OO 0l
Size Foet $ftioot |
0 t
0 I
[
71900021 Well Pipe - Tubing 2* 00 and ovar 6,300
Size Feal $ittoct 1
2815 660 6,300 t
9 ‘
f
71900100 Well Equipmen / Maleria! 0 01
|
71900110 Wallhead / Xmas Trea Size Cost 110,000
A 110000 110,000 .
g’ [ t
¢! 0 .
Tubing Head 9 |
Xmas [ree 0 t
71800170 Submersible Pumps & Equipment 0 01
|
71500100 Sutlacg Liting Equipment # Material ol
Rod String Size Foot Siftcol .
0 1
0 i
Produclicn Phe;
Well Pump:
Other:
Equipmant Total — Tanglbls '] 952,878 152,878
74400024 Cemen| & Comanling 308,000
Conductor Size: Sacks: Cosl 0 I
Surface Size: 1208 Sacks Cosl 18000 18000 1
; et 1 Siza: 9618 Sacks: Cost 120000 120000 !
i fate 2 Size; Sacks: Coet 0
Pllot Plug Back Size: 278 Sacks: Cost 50000 50000
Prodh Size: 512 Sacks: Cost 120000 120000
Production Lined Size’ Sach: Cosl 0 i
Squeeze Jobs Siza; Sacke; Cosl 1] ]
Squenze Jobe Size, Spcke: Caosl 0 |




Soueaze Johs Siza; Sacke: Cost 0 1
Cemant Total - Inngible 308,000 [ 308,000
74200013 Equipment Lost in Hola [} 0!
74400025 Fighing Costs 0 0
7450001 Site Work / Roads / Locations 30,000 30,000
Unanticpatad & Location Tatal - Intanglble 30,000 [ 30,000
|
Sub Toul Cost Estimate 3,343,750 952,476 4,286,534
|
84100700 Cantingsry 0.0% [] 0 Q1
{
3,341,758 452,876 4,205,634
|
1
|
TOTAL COST ESTIMATE w/ Contingencies 3 343,758 952,878 4 296,60




Delaware Basin - Lea County

Phase 3 - Facilities Cost Estimate

Gramma Ridge 1H

Quant Cost
'GRANDATOTAL(forallitetns) il w22 e 91 € 75500
SUB-TOTAL (for all items) - S 770,000.00
Cantingency 10% 5 77,000.00
Tax 8.25% | § 69,877.50
Battery 1 S -
- Civil - S
- Equipment S
- Installation - )
- Electrical (EDS) S -
Site Work 1 S 5597,000.00
- Commingle Mods - S 300,000.00
- Supervision - 5 30,000.00
- Well Pad - S 70,000.00
- Roads --- S 25,000.00
- Cattleguards - S 25,000.00
- Frac Pond - $ 60,000.00
- Land Damages S 40,000.00
- Mechanical - 5 20,000.00
- Flowline --- 5 15,000.00
- POC/Well Kill $ 12,000.00
Electrical Distribution S 173,000.00
- Feed to Sections 1 S 108,000.00
- Transformer Bank 1 S 15,000.00
- Generator Contingency S 50,000.00




Verson 1 4 COMPLETION - WELL APPROPRIATION — DETAIL OF COST ESTIMATE Dau: 52013
Fiekt ! Arsa. [ Wk Namte-  Grartena fxige 1H By: AS
Cast Elament. Drserpiien VERDOR Inkanglile: Tungile DRRLING
7440000+ {Rig - Daywork cays__ 4.000000 Tate 6500 Sy 26,000 76,000
74400002 | Dnitting Rig-Feolage/ Tumk sy foat rate Yday ) [
74400003 _|Pag Up! Rig Down 5,000 5,000
71050200 |Fusl-Purchased Natural Gas & Propena 0 ¢
71290100 | Fuel - Diasal 7 Motor Fusla ¢ ¢
71280300 | Linbes - Ctver (patable waterp 13500 13,500
74500023 [ Mobiizavon / e Rig Days RigTrucking 0 [}
Rig Cosla Total - |ntangibis 44,50 ] 44,500
§5010100 | Company Supanvison days 0 000DOC tate $iday §9,928 62,534
70000300 | Contract Profect Supsasion days 0 000000 atg [ 45,625 46,625
Supervizien Tota! « Intangibla 116,563 Q 116,563
GE200100 | Onshorn Catering [] [}
BA750100 | Orishore Catenng 0 0
88730100 | Employes Personal and Blusiness Expense 0 ¢
70000100 |Contract Labor Surlace 0 [
70000200 | Contracs Labar Casual ] 3
76150500 | Communications - Radia ) 2
75150600 | Communicaliona - Telaphona -CITC 0 0
75200100 | Communications- Cellular Q 0
76200300 | Communications-Other ¢ 0
Other People Casla Tetal - Intangible [] [] 0
74400004 | Orfllng Fluda [ 0
71901960 | Onll and Cormplalion Fiuics (ol Service} 250,000 250.000
71900500 | Matoriaty, Supply. Repair Pars 0 0
Mud, Matetats Total ~ Intangible 150,000 2 230,000
72300100 | Surfaon Equipment Renials 357,069 357,069
77300200 | Woll Serce Equpment Raniais g ]
7200300 | Motor Viehicte Rertais [ 9
73200200 | Marie Transportation-Affocatad 2 ¢
TH00IK | Oher Transp Services 9 0
73400400 |Ak T afocated Ad i Q
73400700 [ Hewiing Senvices (Not Freighi] [ [
74400006 | Directional Survey sad Sevcy Cosls 2 0
74400007 | Dl Siring Rantals and Mills 5000 65,000
71901800 1Dl Blis 0 Q
74400009 IColl Tubing 160,000 160,000
74400010 | Stimulation / Gravel Pack Materials & Service 2,000,000 2,006,000
74400011 | Pumping Services 0 2
74400014 | Perforating & Elactic Line Sanices 100,000 100.000
74400015 | Slicklina Savvican ] [
7450040¢ | Conteac Equipmenl & Servicos o ¢
Contraci Rentals & Services Total - Intangible 2,682,069 [] 2642.085
T4500105 | Sanncss Hon Taxablo Matocals 8 0
T4500200 |Technical Servicas 0 0
75100500 |HES Punnit Costa & Fres 9 i
75100501 | Sutace Requiatory & HES | o 5
75550200 |Qthar F Saricas & Fees Q o
75300800 |Misa. Satvices and Fees ¢ ¢
Other Servicos Tolal — Intanglbly [] [] []
74200300 | Salid Wasta Disposal ) 0
74200600 |Wasta Waler Disposal 20000 20,000
Waste Disposal Telal ~ Intanglble 20,000 0 20,000
74400017 |Corlng U 0
74400018 | Tonting 0 ¢
74400019 |Logging Wireline 5,000 5,000
74400020 |LWD {Loggng While Driting) [l o
74400021 |Logging - Mud days @ $ por day 2 0
Formatien Evaluation Tetal - Intanglble 5,000 ] 5,000
["TT00027 | e Prpo Casmg Sizs Feel Siook v
Conductor 0
Sutace 9
T T 9
2 0
Cniling Liner [
Procuction [
Procuctian Linec 9
Centrahzer 4 Flsal Etuipment
Concuttor
Surface
Intormediata 1
2
Drilbng Line
Production
F Laner
71900070 |Wed Pipe - Tubing Uncer 2 0D 9
Siza Faat $Moot
9
Q
71900021 | Wall Pips - Tubing 2* OD and aver . 76,000
Sea Feet $/hooy
2.875 3500 8 16,000
0
71900100 | Woll Equepmen / Materials 0 0
71500110 [Wathasd ! Xmat Tree Sire Cost £0.000
o 0
W v
' 0
Tutang Head [
Xmas Trea 40,000
Ruyar
71500120 | Submarsitle Pumps & Equipment 0 0
71500100 |Suriace Lilting Equipment / Matenals 20,000
Rod Sinng Stre Feosl oot
L]
9
Productien Phr: 20,000
Wk Pump.
Other
Equipment Telal ~ Tangible 0 136 000 138,000
74300024 | Coment & Cementng [}
Condutiot Swe. Sacty: Cosl o
Surtace Sas Sacks Cosl &
Intermadiate 1 Srzer Sechy Cost I
[Intermeackate 7 Size Sacks: Coal 0
Drdling Liner Sae Sacke. Losl 4
Producon See Sacks: Casl i
Produeyon Liner Size. Secks. Cosl 0
Squeazs Joby Sizer Sacke, Cosl 9
Stureaze Joos Sie Sihs’ Cosl 0
Saueeze Joirs Sos Sachs. Coal 0
Coment Toial = Intanglble ] ¢ [
74400013 |Equproent Loal in Hole B ]
74400025 |Fishing Cosls o 1]
74500021 | Sile Work ! Roads f Locabions 5,000 5.000
Unanticpaied § Locatlon Total — Intangible 5,000 & 5,000




Sub Tolal Cast Estimale

310,11 134,000 3,258,111
156,157 800 2,957
321,280 162,800 a0
O 9 O
TOTAL COST ESTIMATE wl Cantingenties T 773,388 Tz 800 TAZL.086




