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STATE OF - N E W ^ E j f i ^ O ^ p f ) »f)P[) 
ENERGY, MINERALS AND NATURAL RESOURCES DIVISION 

OIL CONSERVATION 

APPLICATION OF MATADOR PRODUCTION 
COMPANY FOR A NON-STANDARD SPACING 
AND PRORATION UNIT AND COMPULSORY 
POOLING, LEA COUNTY, NEW MEXICO. Case No. 15363 

MOTION FOR CONTINUANCE 

Jaiapeno Corporation and Yates Energy Corporation ("Jalapeno'^by and through 

counsel the Gallegos l a w Firm, P.C., requests that the Division enter its order 

continuing the hearing on the application in this case currently Tscheduied'for September 

3, ;2015 op the merits, and use the -September :3 hearing date to consider Jalapeno's ' 

Motion to Dismiss. As grounds for this Motion, Jaiapeno states as follows: 

1. this'case-was filed by applicant Matador Production Company on July.21, . 

2015. Matador seeks approval of a non-standard oil spacing unit in the Wolfcamp 

formation comprised of four separate 40 acre spacing units in the W/2 W/2 ôf Section 

31, T-18-S, R-3.5-E, Lea, County,'New Mexico. Matador'seeks to pool all mineral 

.interest owners in order to drill the Airstrip 31 18 35 RN State Com. Well No.. 201H 

{"Airstrip 201H") to; "a depth sufficient to test the Wolfcamp'formation;," Jaiapeno owns • 

working interests affected by the compulsory pooling application. 

2. By letter-dated September 18, 2014, Jaiapeno received a proposal;from 

HEYCO to participate in the drilling of the Airstrip 31 State Com #2H to test the Bone 

Spring 3 r d 'Sand. The well was to be drilled in the-same location, supported by the same 

spacing units in the W/2 W/2 of Section 31, T^18-S, R-35-E, Lea County, New Mexico 

;as Matador's Airstrip 201H well at" issue in.this proceeding.. 
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3. The AFE; for the proposed HEYCO well was $7,317,030. Jaiapeno 

approved that AFE and agreed to voluntarily-participate. A copy of the September 18 

letter with Jaiapeno!s approval and the AFE is attached,as Exhibit A. 

4. Following a'merger between HEYCO and MRC Delaware Resources, LLC 

(Matador) the HEYCO proposal was withdrawn. Jaiapeno received a proposal from 

MRC for the Wolfcamp well at issue in this proceeding by letter dated March 24, 2015. 

The AFE for the Airstrip 201H Wolfcamp well, at the same location as the proposed 

Bone Spring well, was .$9,099,86,0. A copy is attached as Exhibit B. 

.5. Jaiapeno has objected to the AFE for the Matador'well. Matador has 

never explained the reason for the difference in anticipated costs between the proposed 

HEYCO' well and Matodor's proposed Airstrip 201 H'well, which is only 200 feet deeper 

• ' i 

than the proposed HEYCO well. Matador has failed to provide a current AFE. Service 

costs for drilling wells in the Permian Basin have significantly decreased over the past 

yearln response to the drop.in the price of oil. 

6. Jaiapeno requested, that Matador voluntarily produce important data and 

documents in this proceeding, and ultimately served a subpoena to obtain the evidence. 

"On August 27, 2015, Matador responded to the subpoena. It refused to provide the 

subpoenaed document's with minor exceptions. Matador stated in its Response that 

••Matador will also provide an updated authorization for expenditure after a pooling order 

is issued." The Response thus concedes that Matador has still not provided Jaiapeno 

with an operative AFE for the proposed Airstrip 201H well. 

7. An applicant in a forced pooling proceeding must demonstrate that it'has 

made a good faith effort to achieve voluntary participation from other interest owners. 
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To that end, Rule 19.15.4.12(A)(1)(b) requires a compulsory pooling applicant to 

provide a copy of the AFE the applicant will submit to the well's interest owners if 

appointed operator. 

8. Matador has failed to comply with 19.15.4.12(A)(1)(b). Moreover, Matador 

cannot demonstrate good faith' efforts to achieve voruntar^ participation where it-has not 

identified the true costs for the proposed Airstrip 201H well. Jaiapeno cannot make an 

informed decision as to whether it will or will not participate in the proposed Airstrip 

201 hi well until' it knows' exactly what well costs Matador is proposing. Having 

previously "approved the HEYCO proposal, Jaiapeno has established its willingness to 

voluntarily participate in economjc well proposals. 

9. Jaiapeno is filing simultaneously a Motion to Dismiss chaHengihg the 

Division's authority, to force pool in. this proceeding because the Legislature, has not 

authorized the Division or the Commission to pool "project areas" linking and crossing 

multiple, standard spacing units. If the motion is granted, the Division will not need to 

consider the proposed forced pooling application. 

•10; it is. critical to Jaiapeno's case to present .the testimony .of its petroleum 

engineer consultant, Mike. Stewart.' Mr. Stewart cannot be available on. September 3, 

2015. His wife is having hip replacement surgery in.Dallas; on August 31, 2015. She 

will likely be release from the hospital oh the following Wednesday or Thursday and 

upon ,her release Mr. Stewart must travel with her to their home. Mr. Stewart is a 

petroleum engineer who has previously testified before- the Division. He will offer 

testimony on Matador's proposed well costs, the positive results of other horizontal 

wells in the area, and other issues concerning the merits of Matador's application. 
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WHEREFORE, Jaiapeno requests that.the Division vacate the September 3, 

'2015 .hearing on Matador's application on the merits;- Jaiapeno requests that .the 

Division utilize the September 3 hearing date to consider and rule on Jaiapeno's Motion 

to Dismiss.- If necessary,-the Division should reschedule any hearing op the merits after 

Matador has submitted ah operative AFE, at a time that allows adequate preparation 

and'investigation and that^is mutually convenient to al! parties. 

Respectfully .submitted, 

G A L L E G O ^ U W FIRM, P.O. 

B y _ 

J;E. GAbtECSOS 
MICHAE|_/CONDON 

460 St. Michael's Drive, Bldg.'300 
Santa Fe, New Mexico 87505 
(505)-983-6686 

Attorneys for.Jaiapeno Corporation and Yates 
Energy'Corporation 

CERTIFICATE OF SERVICE 

I hereby certify that a true and correct copy of the foregoing was served on 
counsel of record by electronic mail this 28 t h day of August, 2015. 

James Bruce 
P.O. Box 1056 
Santa Fe, NM 87504 
jamesbruc@aol.com • 

J.E. Gallegos 

4 



HARVEY E. YATES COMPANY 
A MEMBER COMPANY OF H E,Y CO .EI N H KG Y GROUP' 

Sbpicmhoi ]8.:.20I4 

* i. 

CERTIFIED MAIL 

v\ii\strip:I?_rqspecr. Working 'interest Ow ners;' 
(SceVattacliett mailing list) 

Re: Airstrip;31 State Corne l l 
Sec.3 L T-18 S, R-3 5 F..-N.M. P.M. 
SHL: l"50* FSL& 330'TWL 
Sec. 31. T-I8S. R-35E. N.-M.P.M' 
BHI;:?330! FNL &' 710' FWL 
Lea County. New Mexico 

Ladies.and,Gentlemen: 

Harvey'E. Yates* Company (;;HEY.CO");)terebY proposes to drill 'the above captioned well. The 
Airstrip 31 .State Com £2I-U\vell has-been.stakcd.and permitted at-an approximate surfrice-.lioie. tocalion-bf. 
\ W 'FSL and '330*' FWL in Section 3-1 of J-18S;.R-3'5E. with an approximate bottom "hoie,location of 

3 3.0: f N L and 710* FWL in.Sectioir3J and will be drilled horizontally to test the Bone-Spring 3 rd Sand 
•at ah approximate-vertical depth of 10,-510-fect. The project .area-for this well will be 154.28 acres 
(VA72WV2 -Section 31). 

A' Joint Operating .Agreement is enclosed for your, review- and execution. If you wish'to' 
participate in the.caprioiied well please" return a sighed. AFE1 with .tlie executed pages to the JOA to my 
attention. Also attached to this proposal is a .spreadsheet that outlines the legal.description 'of-the*, 
contract area for the'prospect. and thebreakclown; of the working interest for each owiier'm the prospect 
area (634.28 acres). ..In ihe event .you .elect not. to participate in this drilling proposal. ;F!EYCO wiii 
consider'a farm-in ofyoiir working interest-;on terms acceptable to-HEYCO. 

_ Should you have any'questionsTegarding this proposal please contact'me for'any.land concerns. 
Trent Green for. any technical.questions, and 'Gordon, Yahney for geology concerns. 

Very tnilv v'ours.. 

Colby Booth 
Landman 

500 N. Main Sliwl, Suite One • P.O. Bin l l W •R.isuv!!, KM 83202 - 1933 • (575) 623-6601 • FAX (575) 627-2427 • uuiv.li^'coeiitT^ .ami 
Harvey E. Ytiius Company (HEYCO) 



Southeast Airstrip 
Mailing List 

Harvey E. Yates Company 

P.O. Box 1933 

Rosweil, NM 8S202-1933 

-Jajapenp Corporation 

P.O: Box4608 

Albuquerque/ NM 87103-1608 

Prime Energy'Corporation 

9821 Katy Freeway; Suite 1050 

Houston, JX ,77024^6009 

Rode'n;Associates, Ltd.. 

2603 Augusta, Suite 740 

Houstoh'/TX 77057 

'S & C Construction Company 
;P ;:0. Box;-15p9; 

Whitefish, M J '59937 

Spiral,'Inc. 

R.'O: Box 1933 ' 

RosweJI/.NM -8820 2-1933 

Expiorers.'Petroleum Corporation 

P.O. Box 1933, 
Rosweil, NM 88202-1933 

Mike Kadane Trust 

P-.O, Box 501-2 

Wichita Falls, TX 76307 

Roden Participants, Ltd. 

7603.Augusta, Suite 740 

Houston,TX 77057 

Rbden Exploration-Company Ltd., 

2603,Augusta,-Suite 740' 

Houston, TX 77057 

She'ijfive, LP" 

81-2 Eagle Pointe 

Montgomery, f-X 7.7'316 

Yates'Energy Corporation 

•P.O. Box 2323, 

Roswell, NM 88202-2323 



Airstrip 31 .State .Coin #2H 
Sec.31, T-I8S R-35E, N.M.P.M. 
SI II-: 150' FSL & 330' FWL 
Sec. 3KT-I8S. R~35E,-N;M.P.M. 
BHL: 330"FNL:& 7J0! FWL 
Lea County, New Mexico. 

Drill,and'Completed Cost $7,317,030.00 

Working Interest Owner Working Interest Estimated Costs 
Explorers Petroleum Corp. ', ,.; .0.02489898 .$18"2,18.6{5S 
Jaiapeno Corporation' : " 0.05097063 $372,953:63 

Mike. Kadane Trust .0.01250118 $91,471:53 

Prime Ehergy'Corporation 0:03125296 $228,678:82 

Roderi Participants,-'Ltd. . 0.03097409 $226,6.38.'3S 
Roden Associates',- Ltd. 0:00619482 "'. $45,327;69 

Roden Exploration Company; Ltd. 0.03097409 .$226,638,38 
S & C Construction'.Company 0:08982488 $657/251.35 

SHERRF.IVELP,' J 0 .'08982488 $657;-25i,-35 
Spiral, .Inc. Qi'02489898 .$182;1.86.58 
Yates :Energy'Cprporation 0:083945.06 $614,228:54 
Harvey'.E. Yates Company 0:52373944 ,$3,832i217.'17 

Total. 1..00000000 $7,317,030.01 



HEYCO 
EwrjT Crtufclnt 

Authority For Expenditure 
Harvey E. Yates Company 

Field. moSIS^S^^ipam. tmbe^W&ttti&gf&l 
Permian Alrstrip'31 State »2H ' Airstrip;.Bone Spring 

'SHL-.Sec.3i;T18SR35E."l50'FSi:E.330'FWL- I 
Lea, New Mexico Oil E>PL 

BHL:Sec31.T 18S, R35E."330' FNL & 710' FWL '| Lea, New Mexico 
Gss Q PROO o j 

Est-Start Datej3{?|3 EstiCornp' Da te | lS |M .Fc i ^ ' on f ^ ! tT<^ .Vea^ red Depth]! 
Original Estimate . B 
Revised Estimate a. December'15, 2014 February 26. 2015 ' 3rd Bone Springs k^ffefteffgaff iMft^l 
Supplemental Estimate. a . i - r i 

projectDescription 

S 2.270,480 
VS . 6.3C6.735' 

§j*gifi i S" '5,03a, 550' 
S- 1.010,295 

•2,420.655; :T6iaI-D(y; H o l e X o s t l i S 

1. All.tubufsrs, well or lease equipment is priced fay COPAS and CEPS guidelines using the Historic Price Multiplier. 

.WeCGontra^Inaiirance 
Unless otherwise indicated below, you;' as :a ncn-cperaang working interest!owner.- agree tO'be covered by operators well cor.trcl 

operation. You agree-that.failure to provide the,certificate of insurance. as'pro'vided herein..wilt resultin.yaur being covered'by 
insurance procured by Operator. 

• I elect repurchase my own well control insurance policy.. 

Well controljiisuVance procedure by Operator, provides, among other terms,.for 520,000.000(100% W.)) of Combined Single Limit, 
coverage for. well control and related redrilling and.c!ean-up / pollution expense covering drilling (rough completion with a 
Sl;QCO£00';ibO% .W.I) deductible.". " ' 

HEYCO sells its gas under arm's length 'contracts with'third party purchasers. Such contracts may include fees. In addition, 
penalties may be incurred for insufficient vciurr.es delivered over time'.* Should you choose to market your share ci'gas with 
HEYCO, you will be subject toali of the; terms.of Such contracts Upo'n.written request'' to:HEYCO, we will share .with you the terms 
and conditions pursuant to which..gas will be:sold. Failure to make an election' belowshatl be. deemed: an election to market your 
gas with HEYCO under the.terms and conditions set forth "above. 

Q I elect to tafca my gas in kind. 

.r^-felect to market my gas with HEYCO pursuant to the terms and conditions of i t ; contract. 

A^E.Cbmmeh 

Harvey E. Yates Company B/i.T.W. Green. Date; Tuesday, July 15. 2014 

apeno Corp. 

\oltt}H ***** 



HEYCO 
t w m C f « » . B ( . 

Authority For Expenditure 
Harvey E. Yates Company 

7HS/20H. 
Jim Ward 
Airstrip Bona Spring 
Lea. New Mexico 
15.135-

Aiisi;ip3V5l2ie82H 
SHU Sec. 31, T18S R35E. 150' FSL 5.330' FWL 
3HL: Sec 31, T 13S. R35E. 330' FNL & 710' FWL 
Airstrip: Bone Sprint) 

* |3rri Bone Springs 

•NOTES" 
Paywork Contract - Horiz. Well - Closed Loop Mud System 
Sand Completion"(Mul!iple stage's Frac) 
Assumes regulatory agent approves'casing program. 
Casing prices sased on direct purchase tor tti'is. well. ._ 

It is recognized lhat the amounts provided hers .are 'estimates only and 
approval of this, authorization-shaSI extend to "actual costs incurred in 
conducting the operations specified, whether more br less than estimated. 

951-000 Abandonment 8 Cleanup' • -.s . -30.000. 
920-009 ADsiracts & Title Opinions 15.000 
920-009. Well Control Insurance : i5 , l3o: S/Ft-0.57 s • • 8.700 
921-000 leqal. Permits & Fees . ! 5 5.000 
921-000. Sta&nq Location & Surveys . • a 'U.5QQ 
921-001 .Location. Road & ROW " . S . 80.000 
S21-C031JDC DsywcrK Osys: 23 S/oay;-19500 '3 . 448.500. 
921-003 Mobilization / DernoDilizaticn S -100.000" 
921-C03'RipFue<.- . Davs-23 StDay. 4500 s .103.500 
921-002 IDC Fcctaqe • ' . ;S/Ft. 
922-001 SuoervisiGn Dgvs:-23. S'Day: 1350' . s . , 42.550. 
922-001 Drilling Overhead (Acministrative Services) 5 . ' " 5,600 
922-C04 Bits S Reamers. s 73.000' 
922-COO Rentals Surface s 203.980 
322-000 Rentals SuO-Sun'ace • .. s. 82.915. 
922-000 Drill Pipe / Motors Days:-15 S/Day: 2500 s - . 37,500-
922-COO Directional Drilling Exoense s - 150.000 
921-C08 Inspection - Drill Strmq1 • . • s - 10 000 
S21-008 Well Control STesimq " .. s. 6.000 
S21-00B Miscellaneous IDC - s.. . 25.000 
521-006 Mud Logginq Days: 13 5/Day: 1300 s 32.400 
£22-003 Contract Labor s- • 25,500 
922-002 Transportation s 15.000' 
92 1-GQ4 • Surface Casino, Crews " .. . - s 15.GGQ 
S21-0C4!Surface Cement and Cement Services. '•S •47.000 
921 -001 1 Surface Float Equipment & Centralizers s . .. 3.500. 
921-007 Intermediate Casinq Crews' .s • 20,000 
S21-QQ7 1 met rnefliaie Cement ar.c Cement Services s 34.000 
821-007 Intermediate Float Equipment & Central zers' •s 5,000 
921-005 Mud&Addinves s 100.000 
921-011 Corrosion Control a Chem. s 7,000. 
921-010 Water s • . " '25.COO 
921-010 .Water / Mud Disposal- i •S' • . ' 25.000: 
Continqency(10%)- ".' . s 179.315. 

»-I,972,4G03| 

Intan.' FormationJesting *BCP£St8m8B£& mm* 323-003 Loqcjnq & Wireline 5 45.COO 
923-C03 Dnll Stem - Fcrmaiion Tests s 
923-001. Cormq & Analysis (Sicewall Cores) s 
Contingency (10%) - • * - " " s. .. . 4,500 

» » » SBEiXI ' l ' l 

Tangible Lease ;& Well.EqulpmontSBCPjgg&rf *®COSTS| 
930-OOV Surface Casinq 13-3/a ' S/Ft: 41 . Feet. 200Q s 82.000 
930-002 IntarmeCiate Csg 9-5/8' S/Ft: 30 Feet: 4C40 s 121,200 

" S/Ft; Fast- s 
" S/Ft: Feet. s 

930-C09, Wellhead. s •25.CC0 
93!-003-CattieGuards 1 "S • 5, COO 
Contingency (10%) s 23.320 

•4-HKUii 

Iff U u'f f TOfifflrjPjffiH^^^W 
8SS 6,306,73511 

. ^ S J ^ 
951-000 Abandonment & Cleanuo : S" .. (30.0001 
921-003 Daywork Days: S> S/Day:' 19500 s . 97,500 
921-003 Riq Fuel Days: 5 S/Dav: -*500 s .. " .22.500 
924-008 Dnliinq Riq Sucervrsicn . Days:-5 5/Dav: 16D0 & ' 9.250 
924-OQd Prcducuon Casino, Crews* s 25.GQ0 
924-004 Production Casmq Cement & Ser/ices s - 76.000 
924-004 Prod..Float Equicment & Cenlrafizers s< 12.000 
924-001 Completion/Swao Unit Days: 10 5JDay::4500 s ' .' ..45,000 
924-005 Ccmpi. Riq Sucervisicr.. Daw. .10 SiDay: 750 s- • 7.500 
924-003 Administrative Services . .' s> 6.50C' 
924-003 Mud & Chemicals ..s. . .. 5.000 
924-003 Water Haulinq 5 -: -100.000 
924-005 Loqomg. Perforators & Wireline s '140,000 
924-006 Rentals Subsurface s 100,000 
924-006-Rentals Surface . - . • s 235.000 
924-006 Nurcqen Service S Coiled Tubmq •. - s .:1S0.C00' 
924-006. Fishx.O' :S 
924-007. Sumulation .. .. :S, 2.500.000. 
924-007 Transportation . . . ::. s 14.000 
924-009 Contract Laoor 3 Rcustabout 5 15.000 
925-001 Sits a Reamers S . 5.000 
925-001 Couplings & Fittmqs s V. J5.00O 
925-003 Location 5 Road Expense $ .10.000-
925-003 Miscellaneous !OC s '150.000 
925-003 Pipe Inspection & Recondition1 .. s 20.000 
925-003 Pumcinq Services (Kill Truck) s 120.000 
925-C03 Testing s 11.500 
325-C03 Weil Control Insurance Davs: 10 SfDav. 350 s 3.500 
Contingency (10%) " , . i s 389.525 

*$3B&4,284,775! 

TannlWeWettiEqulpmentf A C R W mm 
930-003 Prod .Csg/.Liners 6:1/2!.' 5 /F t : l5 Feet: • 8000 S H ""120,000 

S/Ft: 20 Feet: 7500 s ' 150.000 
930-O04 Toting - "2-3/8 ' S/Ft: 7 Feet: 10500 s 63:250-
930-009 Wellnead - • - - s 9.500 
931-000 Downhole Lift Equipment 5 --
931-OGO'Sucsurface Eauicment S 45.000 
Contmqencv (10%) ' S •,39.275 

TOTAi:1 EQuipmNT®mzS83mm 
Tangible Lease A Battery Equipment f A C P . i ^ ^ t t ¥ i mmmmmm «COSTS 
940-001 Pumcinq Units & Enqines • -s- • 
940-002 Emission Controls s i -

940-002 Heaters: Treaters S Seoaretors s 35.000 
940-005 TanKs & Accessor,' Equioment s 150.000 
941-001 Pipeline s 45.000. 
941-001-Facility Electricai S Automation s - '25,000 
941-001 Overhead Electricity s 12. SCO 
94 i-oot' Misc: Non-Con'.rc!!at}le Equioment s 25.000 
Contincency (10%) ' . 5 29.250 

TOTAL11 E Q U I R M E N T ^ ^ ^ e ^ ^ m ^ ^ careen $ i s m 321,7soi 

TQTAVWELL;COSTl^%M:i7,317,030i 



MRC Delaware Resources, LLC 
.500 North Main.Street, Suite'One, RosvvelLNew Mexico 88201 

Mailing Address: P.O. B6U936»Rosvirell, New-Mexico SS202-.1936 
Voice 575-623-6601 .--Fax 575-627^2427 

Scndcr's e-mail:' nirandie@[iiat;ulorresources.com 

Melissa Randle 

•March. 24/2015 

VIA CERTIFIED MA1L7012 2920 0002 3253 7414 

;Jatapeno Corporation 
P.O. Box'1608. 
Albuquerque,.NM 87'103-:1608 

Re: " Well Proposal 
Matador; Airstrip'State Com 31-18S-35E #201 K (formerly Airstrip 31 State #2H) 
Section 3M8S-35E 
Lea County, New Mexico 

Dear Jaiapeno. Corporation:; 

Reference is made to that certain well proposal letter dated September 14, 2014; serit-by 
Harvey E. Yates" Company '("HEYCO") proposing :to drill the Airstrip 31 State #2H well 
referenced .above to test 'the Third Bone'Springs formation-at a horizontal location in the 
•W/2 W/2. of ' thl 'su'bject'sectiqn.. .'On f=riday,- February 27i( 2015, •HEYCO closed, on,and 
merged it's assets- in' New-Mexico with Matador Resources Company and MRC Delaware 
Resources,,LLC ("MRC Delaware") is the'new successor entity with Matador Production 
Company being'the operating company entityfor MRC Delaware. 

. MRC.Delaware desires,to<dri!Htfte,subject.well.'.;above to'a'depth that is approximately,20.0' 
deeper than originally p/opqsed in order-.tO' test the Wolfcamp formation at a'surface 
location approximately 150' FSL and 330';FWLof Section 31, Township 18 South, Range 
35 East, and-a bottom hole location of approximately 330' FNL and .71.0' FWL of Section 
.31, Townshjp 18 South, Range 35 East, l ea County, New Mexico. .We intend to drill 
horizontally (H6;840' ,TVb);ip a Total Measured Depth of approximately 15,500'.resulting 
in a lateral wellbore bf'approxinlately'4,400' that is planned-to be completed-yvith'15 frac 
stages. Estimated costs to drill the test welfare S5.376.594 for a dry'hole with a completed 
weil costing approximately $9,099,800 as shown on .the enclosed AFE. 

Please indicate your electionior this proposed operation,by executing this letter below, as 
well as'the enclosed AFE. if participating, and return both to the attention of the 
undersigned, -Please be aware that the enclosed AFE is only an estimateof costs/to be 

.incurred and in electing to participate in the proposed well, you .will be;'responsibie for your 
proportionate share of all actual costs incurred. If.your election is to participate, please 
accept this letter as: an invoice notice and request for payment and to pfease remit 
payment for'your proportionate share of costs pursuant to .Article Vil.Cof the above 
referenced operating agreement as detailed-in the enclosed AFE to Matador Production 



March 24, 2015 ^ 
Jaiapeno''Corporation • 
Page2 

Company on or before'fifteen (15) days after receipt of this estimate and invoice'is, 
received, ' *. 

Lhaye'enclosed.a revised Operating Agreem'ent:to the previous agreement-sent under the 
September 14, 2014-prdposa! letter for your review and execution. We have corrected the 
operator :'name, well depths-contract depth,. Exhibit-"A'', header names, etc. .'to reflect the 
proposed well herein..Please,return:one*.(1 j executed'copy of the"signature.page to'the. 
Operating Agreement along with your electioh. letter and AFE. 

As an alternative to participation, MRC. Delaware hereby proposes the following, options 
covering your 5.097063% Working 'Interest.'in-this proposed unit: . 

•'1) Assign all-your'interest tp'MRC Delaware for $1800.00 per net acre 'for delivering 
of your existingiKlet.Revenue Interest, :less',and.except'your- interest in. any existing 
producing wellborefsj-located in the SE Airstrip Com.#1 Unit. 

2) Assign all of your, interest to MRC Delaware delivering a'75.0% Net Revenue 
interest, reserving an Overriding Royalty Interest equal to'the positive difference 
between existing' burdens and '25:0%, .proportionately reduced, Any assignment 
would .cover all.rights- less and 'except, any rights in and to any existing producing 
wellbor.e(s) located in the'SE Airstrip Com #1 .Unit. 

As ah alternative to the above options, MRC Delaware would.'be interested in. purchasing 
your interest in this unit/section including any producing, well bores, subject to the 
.negotiation of mutually agreeable, price and terms. If you are interested in pursuing this 
alternative, please so 'indicate at the space provided below and/or contact the 
undersigned. 'We will, immediately forward this information to our Acquisitions and 
Divestitures Department'for follow-up!, However,-you :are advised' that .'entering into 
negotiation's to sell .your" interest does'not excuse or allow .you to delay' your'required 
election under this well: proposal. 

Your earliest attention and response, to this proposal wiirbe greatly appreciated. With this 
recent merger, there is an opportunity to move this well onto our rig schedule and spud 
this ^proposed well .around April '25, 2015, provided we can .gather the elections and; 
signatures-needed ahead ;of,-spudding'the-weH'. Should you have anyquestions regarding 
this'proposal,'please.contact me at any time'using'the contact information above.- ' 

Sincerely, 

MRC DELAWARE RESOURCES, LLC 

Melissa Randle 
Land Manager 

Enclosures 



March 24..2015 
Jaiapeno Corporation 
Page 3 

Please elect one (1) of the following and return to sender: 

•: "Jalapeno'Corpbration hereby elects to.participate for its proportionate sharexf 'the 
costs'' detailed 'in-the enclosed AFE for the Airstrip State Com. 31-18S-35E #201H Weill 
located in Lea County,.New Mexico. 

Please find enclosed our proportionate share of well costs, pursuant .to;the 
. cash call, provision under the governing operating 'agreement referenced 

hereinabove. - . 

Jaiapeno Corporation hereby .elects not to participate fonts proportionate share" of 
the.costs detailed in the;enclosedARE for the Airstrip State-Corn 31-18S-35E #20:1"H Well, 

. located in :Lea County, New Mexico, 

Jalapeno -Corppration hereby elects to .assign, our interest for ,S1-,800/acre for 
delivery of my existing Net Revenue. Interest, less-and except:your interest in any existing 
prdduc'ihgfwe!lbore(s) located in the SE-Airstrip Com.#1 Unit. Please provide" assignment, 
form for review and acceptance: 

- - Jaiapeno Corporation hereby elects to assign all of our interest to MRC Delaware 
delivering a 75:0% NeLRevenue Interest, reserving an Overriding Royalty interest equal, 
to the-positive difference between-existing burdens and 25;d%, proportionately reduced; 

,Any .assignment would cover' ail rights'less and except any rights in and to-any'existing 
•producing wellbore(s)' located in the SE Airstrip Com #1 Unit. Please provide assignment 
form for review and acceptance. 

Jaiapeno Corporation 

Bv: 

Title: 

Date: 

i /'We are interested in selling our interest in this unit, please contact'us to discuss. 
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LOCATION. 
C O U N T Y . ' S T A T E : 

MRC W I 

GEOLOGIC TARGE I. 
REMARKS-

M A T A D O R PRODUCTION COMPANY 
O ^ L I r ^ C t f l C E N T R E - S 4 O 0 L t U F R E E W A Y - S U I T E 1500 * DALLAS. TEXAS 7S?*0 

P t lo iw (372 )371 ,5100 , F j i [ 97J | I 7 1 . S W 

E S f l M A T E O F COSTS AND AUTHORIZATION FOR EXPENDITURE 

Ai rs t r ip 5 l 3 i e C o m : i l - 1 B S ' 3 i [ ; tt'.H)11 i 
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• DRILLING 

C O S T S ' 

COMPLETION 

COSTS 

PRODUCTION 

COSTS 
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H o n i a i . S j r t » c e Equ ipmen t 

52 R i - n u i - IXJwnhala Equ ipmen t 

14 Con t i ngency 

TOTAL INTANGIBLES ; 
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SH.OTO 

99.0OO 

6T.*iJO 

331 SOU 

TANGIBLE COSTU 
o n i L U H G 

. COSTS , COSTS 
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COSTS 
T O t A L 

COSTS 
41 s u i N i t ; C j ^ l n g 

42 m ienm-d la io C j i i u y 

43 D d l l n o Lrner 
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IS Tuning 

4S Paci ier». L i n e ' Huns o n 
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TOTAL C O S T S : 
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Dnltma Engmeci. 
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M A T A D O R R E S O U R C E S C O M P A N Y A P P R O V A L : 

E l i s u i i v e V P . COO/CFO \ /F ' - Pes Enoint-cunq 
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