STATE OF NEW" ME)&LQJE Q [Qf
SiON

ENERGY, MINERALS AND NATURAL RESOURCE
OlL CONSERVATION D}Mﬁl? 28 P 3 5
l

APPLICATION OF MATADOR' PRODUCTION

COMPANY FOR A NON-STANDARD SPACING

AND PRORATION UNIT AND COMPULSORY o
POOLING, LEA COUNTY, NEW MEXICO. ‘ . Case No. 15363

MCTION'FOR CONTINUANCE

Ja!apeno Corporation and Yates Energy Corporation ("Jalapeno ".by ahd through
- cé)u_nsgl ‘th_e Gallegos ‘Law Firm, P.C., re'quests ‘that the Division enter its order N
continiing the hearing on the application in this case curfently Echeduled-for September’

‘ 3 2015 on-the merits, and use the September 3 hearing,déte to consider Jalapeno's. :
~‘Motion to Dismiss. As gfounds for this Motion, Jalapeno states as follows:

1. This caseiwas filed by applicant Matador Pro&ﬁét}on’ Company on' July.21, .

;20%_5.- Mata_d:p'r seeks approval of a nonrétandara oil spacing unit in the Wolfcamp

formation c‘o‘rn'pi'ised“df' four separate 40 acie spacing units in the W/2 W/2 :of Section,

| 31, T-18-S, R-35-E, Lea, C‘,'claumy!; New Mexico: Matador 'seeks to pool all mineral

interest owners |n order to drill the Airstrj_p 31 18 35 RN ‘State Com, Well No. 201H

~ (“Alrstrip Qﬁ‘llvl‘-;') to:"a depth sufficient to test the Wélfcamp' fofmation,” Jalapeno owns -
working intere_sts,‘affected by’the_cbmpulsory pooling apptib‘aﬁcn. |

2. §y letter- dated Sept_er_rjbér 18; 2014, Jalapeng received a “propo;ﬁalﬁfrom

" 'HEYCO fo participate in the drilling of the Airstiip 31 State Com #2H o test the Borie

. Shring .3fﬂ:'3.;and, The weil was to be drilled in the.same location, supported by the same ‘

spacing Uniits in the W/2 Wi2 of Section 31, T:18-S, R-35-E, Lea County, New Mexico

:as Matador’s Airstrip 201H well at issue in-this proceeding..




3. The AFE for the proposed HEYCO well was $7,317,030. Jalapeno

approved that AFE ‘and agreéd to voluntarily: pafticipate. A copy of the September 18

letter with Jalapeno's approval and the AFE is attached.as Exhibit A.

4, Following a mergér between HEYCO and MRC Delaware Resources, LLC

(Matador)- the HEYCO proposal was' withdrawn. Jalapeno received a proposal from:

MRC for the Wolfcamp well at issue in this proceéding by Iétter-dated March 24, 2615.
The AFE for the Airstrip 201H Wolfcamp wéll, at. thé same lécation as the proposed
Bohe‘Spr-ihg well, was $9,099,800. A copy is attached as Exhibit B.

5. Jalapeno has objected to the AFE for the Matador ‘well. Matador has
never explained the reason for the differénce in anticipated costs betweeh the p_rbpdsed
HEYCO wéll' and Matodor's proposed Airstrip ' 201 H"well, which'is qniy 20@ feét 'deeper
than the perOSeq HEYCO well. Matador has failed to pro,\(idz; a current AFE_L’"Ser,,vice
costs for drilling wells in the Permian Baéin have significantly éiec'réa'sed over the ‘past
year'in response to the drop .in the price of-oil.

6.  Jalapeno requested that Matador vo\luntar.ily produce important-data and

“documents in this proceeding, and ultimately served a subpoena to obtain fhe evidence.
On August 27, 2015, Mgtaaor responded -tO‘ the subpoena. It refused ‘to provide the

subpoenaed documents with mindr exceptions. Matador statéd in its Résponse that

*‘Matador will also provide an updated authorization for.expenditure after a pooling order

i§ issued.” The Response thus _c;oncedes that Matador has still not provided Jalapeno '

with.an operative AFE for the proposed Airstrip 201H well
7. An applicant in a forced pooling proceedingﬁust-demonstrate that it has

made a good faith effort to achieve VQ_l_u‘nt_ary participation from other interest owners,




To that end, éute 19.15.4.12(A)(1)(b) requires a 'combulsory pooling applicant fo
provide a copy -of the AFE the applicant will submit to the well's interest owners if
appointed operator.

8.  Matador has fajled to-.comply wii_h 19.’1_5.4‘12(A)(1)(b).' Moreover, Ma’tador
" cannot defdnstrate ’é‘o"c‘)d fe%ith"'ejffb"rts.’gb achigve "\'f'o['uhtgfrﬁ“p’artiéipai’tién where it-has nc;;

identified the true cosfs for the propos.ed Airstrip 201H well. Jalapeno cannot make an
‘ _irifé_rfngad decision .as j,tb whether it will 6r will not par_tjéiﬁate inmthéproposed Alrstrip
201H well ‘until’ it knows exactly whét'Weli_COSt‘s Matador is proposing. Having
‘p're,vious_!y ?approvedl'the HEYCO proposal, Jalapeno has established its willinénéss to
voluitafily partigipate in economig well proposals.

9, Jél’ape‘no, is'fi'li.ng s‘im'ul'tan'eous;y a Motion to Dismiss challenging the
JDivis_"io.n:fs -authority. to force ‘pod in. this proceeding because the Legislature. has not
' authorized the Diviéio"n or the chh"j'r'n_jsSiO'h‘ to pool "project areas” linking and Qrpssilng
multiple, standard spacing units. If the mofion is granted, the Division will not neéd fo
consider the proposed forced pooling application.

. 10, Itis critical to Ja{a‘pehé’s case 10 preseit the testimofly of its pétioleum
engineer consﬁ]tant, 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 ‘hésp‘ita‘l oh ‘the following Wednesday or Thuisday- and

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

petroléuri éngi,nee,r who has previously testified before. the Division. He will offer

testimony on Matadof's proposed well costs, the pdsitive results of other horizontal

wells in the area, and other issues concerning the merits of Matador's application.




-WHEREFORE, Jalapeno requests that the Division vacate the Sepfember 3,
‘2015 hearing on Matador's applicadtion on the merits.: Jalapeho ré_quests that the:
Division utilize the September 3 hearing date to consider and rule on Jalapefic's Mation
to Dismiss: If nepesséry-,—‘fshe Division should reschedule any hearing on the merits after
Matador has submitted ah operative AFE, at a timé that -allowis adegudte preparation
and"i'nvesﬁgation and that'is mutually convenien'tf’io all parties.

Respecﬁu!ly submitted;

GALLEGOS/LAW FIRM P.C.

JE. GA E OS
MICHA CONDON
' 460 St. Michael's Dnve Bldg. 300
Santa Fe, New Mexico 87505
(505)- 983 -6686

Attorneys for.Jalapeno Corporation and Yates
Energy Corporahon

CERTIF%CATE ‘OF:SERVICE

| hereby certify that a true and correct copy of the foregoing was served on
counsel of récord by elgatranic mail this 28" day of August, 2015,

James 'Bru_ce
P.O. Box 1056
Santa Fe, NM 87504

jamésbruc@aol.com - /M/}

J.E. Gallegos




HARVEY E. YATES COMPANY

A MEMBER COMPIANY OF HEYCOENERGY GROU

Septemiber 18, 2014

CERTIFIED MAIL

Alrstrip Drospect \‘.’01l~.mw 1nterest Owngrs;

‘fac* dttchéd mailing listy » o

Re: Alrstfip 31 State Coni #2H
'Sec.BE;TJISS;R-SSE"\E MM,
SHE: 130 FSL & 3307 FWLL
Sec, 31 F-18S, R-35E. NaM.P.M.-
BHI7330° FNL & 710° FWL
Lea (,ount}{: New Mexica

Ladies.and Gentlemen:

Hariey E. Yated Companiy (“HEY.CO"Jhereby proposes to drill the ahove capnomd well. The
Alrstiip 31.Stite Com £2H:wvell hasbeen staked and permitied af'an- '1ppr0\1m'xre surfacefiole ldeatich.of
150" ESL and 330" FWL in Section 31 of T-18S. R- JJE with aii 4 qpploumme bottom hdle.Jocation of
3307 TNk, and 710° FWL in. Sccuon 31and will be dnlled honzont‘alh fo test the Bone-Spring 3™ Sand
at an '1;3p10\1|n'1te vertical dn.plh of 10510 -fect. The project :arca -for this \\el] will be 134.28 acres,
(W2W/2 Seetion 31).

A -loint Operating .Agreement is enclosed for Vour. review: and exccution. | vou wish o
pamupme in the capnoned well pledse rerurii & signed. AFE: with the executed pages to the JOA my
attention,  Alsé atthched o this proposal is a .spreadsheet that ouilines the fegal dE\CrlpUO['I af hé,
contract area for thesprospect. and the: breakdown of the’ working jaterest for éach owiier’in the prospect
area (634.28 acres), JIn the event you c-lu.i not, to pamupale in this drilling praposal, HEY GO wili
consider u farin-in of yolir working intérést.an feris aceeptable te HEYCO,

Should you have any’questions-regarding this propoa‘il pledsé contact'me forany.land concerns,
Frent Creen tut any technical qiestions. and Gordon, Yahney for geology concerns.

Veryy

v vouis.,

Colby Booth
Landman

(s
Enclosures )
AirstripFedCom ProposalLar.doo/Land:SE Airsirip

500 . Main Steet, Suiie One « PO. Bon 1933 = Roswell, N800 - 133 -‘(573) A23-6601 » Fax {375) 627-2427 ~ wuw, heveoesiergy.com
Harvey E. Yates Company (HEYCO)




SoGtheast Airstrio
Mailing Ujst

Harvey E. Yates Company
P.O. Box 1933 _
Roswell, NM 8§202-1933

-Jatapeno Corporation
P.0):-Box1608 ,
Albuguerque, NM 87103-1608

Prime Enefgy Corporation
9821 Katy'Freeway;Suite 1050
Houston, TX 77G24:6009

Roden:Associates, Lid..
2603 Augusta, Suite 740
Houstoh, TX 77057

'S & C Construction Company
‘P:0. Box:1509"
Whitefish, MT ‘59937

Spiral,Inc.
P.O: Box 1933
Roswell;NM :88202-1933

Explorers’Petroleum Corporation
P.0. Box 1933
Roswell, NM 88202-1933

Mike Kadane Trust
P.0Q, Box 5012 _
Wichita Falls, TX 76307

Raden Patticipants, Ld.
2603 Auglista, Suite 740
Houston, TX 77057

Roden Ex'ploration-:tompa;w Ltd;
2603 Augusta, Suite 740
Hoéuston, TX 77057

Shelrfive, L2
812 Eagle Pointe
Montgomery, TX 77316

Yates'Energy Corporation

P.O. Box2323,
Rosweli, NM 88202-2323




Airstrip 31 State Com #2F
Sec.31, T-18S R-35E, N.M.P.M,
SHE: 150" FSL & 3307 FWL
Sec. 31, T-18S, R=35E, NM.P.M.
BHL: 330" FNL.& 710° FWL
Lea County, New Mexico

Drill and Completed Cost

$7,317,030.00

WUrk:ng InteFest Owner

Estimated Costs

: Workmg Interest

[Explorers Petroleum Corp ... 0.02489898]  $152,186158
JJdlapeho Corporation” ~ 0.05097065} $372,953.63|
|Mike Kadane Trust 0.01250118 $91,471:53] «
[Prime Energy Cofporation 0:03125296{  $228,678:82
|Roden Participants,::td. _0.03097409]-  $226,63838
‘{Roden Associates;- Ltd. | .. 0:00619482{." 34537769
Roden Exploration-Company,. Ltd. ‘ 0.03097409]  .$226,638:38
S.&C CQnstr,u,ctton Company . (:08982488|  $B57,251.35
{SHERRFIVE L. P. - 0.08982488 $657;251:35
Spiral, lnc. . . 0:02489898 $182,186.58
{Yates Eneigy’ Corporation 0:08394506}  $614,228:54
|Harvey'E. Yates Cornpany 0:52373044| $3,832,217:17
Total

1,00000000]

$7,317,030.01




AT
Ongmal Esnmnte i -
Revised Estimate [ Decen.ber 15,2014
|Suppiemental Eslimats. =

msurance procu ‘ed by Operalm

Weli contralinsdrance prccedure by Qeeratar, provides, ameng othes terms, for $2C,000,000 (100% W) of Camomed Sang!e LLm:t

151:000,000° :00% V1) deductible..

: HEYCO selis its gas unde* arm’s fength ‘contracts with third party erchasers Such cuntrctsma,l 1cude fees in acﬁdmon

Authority For Expeniture
Harvey E. Yates Comparny

ﬂ NEme!

BT ERGER

“ISHL: Sec. 31, T185 RIEE. 150 FEL & 330 FWL
BHL-Sec 31, T 188, RI5E,7330 FAL & 710° FWL

258 and B
ﬂ..!b"!.l..:.&-

»" Eqmpmen 2

] 2,278,480
. 8.306.735°

Unless’ olher‘wse ln...lcated below, yau as‘a non-cpera.mg wcrksng Inlerest owrer,’agrea (o be covered by coerators: well control
nsurance macedufe B! Operamr so leng as Orerator condutts speranon nersuntef and 1o pay your pro:a';e Share of. ihE premiums
therefore. I you elec: o purchase yaur own well control, ms.urar‘ce you must pronde ermcate of such msurancn accep'able to
Operator,-as o form and ‘limits at the bme this AFE | is Returr.e if available, but in- no event la.er Lhan commencement ol frflingy.
c;:eratlon You agraa ‘nat. fallure 0 provide ihe certificate 'of insurance, as gro-nded Ferein, ill fealit i in. ycur being. covered by|,

O Ielect to.purchase my own well contral Insurance gaticy,.

coverage for we.l comrol and related redriing and. ¢isan-up / poliution expense coveting driling (m!..gh complet on with a

HEOMarketing EISCtion 31

pcnalhes may bé incurred for msufnc:snt volumes daliverad over lime! Shcu%d you chcose to market your share of.gas with
HEYCO, you will be subject to ) of the Aerms.of such contracts Upan wnuen request o HEYCO we wsii share, wltn you the lerms
and ccndmcns puUrsuant o which, .gas will be'sald. Failure m ma«e an efectncn telow shail be. dee'ned an election 1o market yc.ur
gas with HEYCO under the terms and conditions set forh amvn

O ielectte taka my gasinkind.

.M‘Q{ct to market my gas with HEYCO pursuant to the terms and canditians of its contract.

‘m..“f"tfiHawey [ Yale'Approval s

4
R




Authority For Expenditure
Harvey E. Yates Company

ergrg

ate?, Treiote

NOTES"

IR

ea5e ! VN Num\mr'

Daywork Contract - Honr_ Well - Clcsed Loop Mud System
Sand Completion” (Multipte stages Frac) ’

‘|Assumas regulatory a"ert approves casing preg(am

Casing gnces oased on 'direc! purchase for this weil,

It is !ecognlzed that the amounts provided here ‘are 'estimates only and
approval of this. authorizaticn -shatt extend to ‘actual cosls mcurred i
conduciing the peralions specified, ahe:her more or Ie;s man csnmata&

i1}
andonrment & Cleanun

Intan; Eormation Testing 1 BCP.2T S sSiat’s
323-0C3 Logging & Wircline

178,315,

{451- ] ’ L. 3 . (33.000)
§20-008- Abstracts'a Title Cpirvong v N 15.000 921-003 Daywork Days: 5 S/Day 19560 § . 97 500
$20-009. Well Contiol Insurance 15,185 S/FL-0E7 5 - N ) 921-003_Rig Fuel - - Pays: 6 SiCav: 6500 § - " 22500
921000 Legal, Permiis & Fees . 5 5 000 924-008 Dniting Rig Sucenvision . Days:d  SiGaw 1830 & 9.250
G21-000 Staking Loczuon & Surveys . - - 3 11,5030 [674004 Producion Casing Lrews’ . 5 258G
921-001 . Locaucn, Reac & ROW -« - 80.000 G24-004 Precuction Casing Cement & Services S 5 . ¥6.000
{5271-003° IDC Daywark Days: 23 $/Day. 719500 .°S 448,500 924.004 Pred, Float Equipment & Cenltrahzers " = - oS 12,000
921-003 Mgbilization / Demobilizaticn : 3 -100.000- 924.001 Compiation / Swao Unst Days: 10 SiDay: 4500 S 45,000
$21-003 Rog Futa . . Days 23 Sibay, 4506 5 A03.500 | [924-605 Compl. Rig Supenisicn . Davs: 10 SfDay: 158 5 7.500
621-002 10C Foctage N 924-008 Admnistrative Services L el .- ' 6.500
022.001 Superwsion Days:-23. 5/0ay; 1850+ . § . 42556 924-003 Mud & Cremicals . S P . 5.000
822-061 Duling Overhead {Agminisialive Services) 3 . v 5800 924-003 Water Hauling i -100.68C
922-G04 B3 & Reamers . S 7 3.000 924-005 Locaing, Pesloratons & Wireline 'S 140,000
922-C00 Renals Surface 5 203,980 924-006 Rentals Subsurdace " L 160.C00
522-000 Rentals Sub-Suraca i W . B 82,915, 924-006- Rentais Surface~ . . 235.C00
G22-C0C Onil Pipe ! Motors Days: 15 .§/Day; 2500  § ~ 37.50C.| .1524-008 Nitrogen Servicg & Colled Tubmq i 1B0.GE0

1622-000 Directionai Drihing Expense 3 . 150,000 924-006 \Fighing: 5o .-
521-008 Inspection - Grif Sinng: 3 " 10080 924-007. Smulzticn ;5. 2.500.000.
$21-808 Well Control & Testing™ " . .. S, 6.000 924-G07 Transporaton . . & E 14,000

{531-008 Miscellanecus IDC. - - - 5. 25000 [524.00% Conliact Laor 5 Reusabout 5 15,000
521-006 Mud Logging Days: 18 S/0ay: 180¢ % 32.400 [525C01 Brs & Reamers 'S ._9.060
€22-603 Coniract Lator 8. 25.500 925.001 Coupiings & Fiungs 5 T L13.000
§22-002 Transporaticn 5. 15,000 525-003 Location & Road Experse $ 19,800
G21-004 "Surface Casing Crews ~ . 5 13,640 525003 Miscellaneous iC : S 450 000
$21-004 ., Sorface Tement and Cement Services. 5 47 COD 925-003 Pipe Inspecticn & Racandiion: . S 20,000
§21-004 ' Surface Float Equioment & Centralizers § . 3.500.1 - [925-G03 Pumping Services {Kill Truck) S 120,00C
§21-007 Inlermadiaie Casing Crews .5 20,000 925.C03 Testing - .5 11.500
S23-007 inlermediaie Cemant arc Cememn Servces S 34,000 325—:03 We Controt insurance Cays. 10 SiDay: 250 5 3,500
521-007  Intermediate Fioat Equlprrem & Cenlmiwers ] 5,600 S 389,525
921-008 Mud & Addinves ) . \ 5 100,600 i
521-011 Cerfesion Lontel & Chern.. : S ._7,C00.
azt-010 ‘Water 5 25,080
921:010 Wa:e;IMud DISCOSEL— . ‘5 T 25,000

5

720 : Feel:
. SIFt: 20 Feet

) e *156.000
G30-004 Tubing - 238 SIFL T Feat: 63,250
G30-009 Weilnead c - 9,500
931-050 -Dewnhoie Lift Equipment § -.
931.600" Sucsun:ce Euuu;menl 45.600

523-003 Dnll Stem - Formation Tests

523-601. Corng & Analysis (Sice:\ran Co:;s] )

Contngency (10%)

-,39.275
TOTAL EQUIP MENTS :

Targible Leage & Battery Equipment 7.
940-001 Purping Units & Engires
940-002 Emissicn Contigls

530-001 Suriace Casmq_ 13-348 ° S-'Fs 41A Feel, '1940-002 Healers: Trealars & Separsiors
330-002 Intarmegigle Csg §.5/8 " SiFL: qo Feat 940-C035 Tanks & Accessory Equioment
YRR Fast’ 341-001 Piceling
" S8/Fn Faet. 941-061._ Fadility Electricai & Adtomaticn

1T50.000 . Wieiheas .

341.001 Owerfead Electucity

531-003. Cattie Guards

944+ cm Misc: dNon-Conireilatie Enuomenz

10%) ;
PMENT. 2SS R0 B L,

.
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v
MRC Delaware Resources, L1.C
500 MNorth Main Street, Suite’One, Roswell, New Me\no 88201
M'ulrnn Address: P.0. Box 1936, Roswell, New: Mc\rco 8870’ l9g6
Voice 375- 623- 6661 eF'r\. S?S 6’77 2437
‘Seadeis:e-maily mmr}dle rzrn_mdrlorresounes.com

Melisya Randje

Land Manager

Hereh 242012 | R 51208

VIA.CERTIFIED MAIL 7012 2820 0002 32637414 Ly
. 5 : i.,‘"“‘ R P

Jalapeno C'orp'ora'ii:or)
P.O. Box 1808, _
Albuquerque, NM  87103-1608

Ré: ~'Well Propgsal
Matador: Airstrip ‘State Com 31-18S- 35E #201H (formerly Airstrip 31 State #2H)
Sectron 31-188-35E
Lea County, New Mexrco

Dear Jelapeno Corporatron

Reference iB'made to that certain well proposal letter dated September 14, 2014, senit-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 hofizontal location in the
WI2 W2 of the subject sectron On. Friday, February 27, 2015, .HEYCO closed on and
merged its asséts in New. Mexico with Matador Resources Company and MKC Delaware
Resources, LLC ("MRC Delaware”) is the new successor entity with Matador Production
Company belng the operating company entity-for MRC Delaware.

.MRC.Delaware desires.to.drillithe subject well. abové to a'depth that is approximately. 200’
deeper than originally proposed in order-to test the Wolfcamp formiation al & sun‘ace
location approxzmately 150" FSL and 330":FWL of Section 31, Township 18 South, Rangé
35 East, and-a bottom holé focation of approximately . 330° FNL and 710" FWL of Section
31, Townshrp 18 South, Range 35 East, Lea County, New Mexico. We intend to dril
hofizontally (~ 10,840 TVDYio a Total Measured Depth of approximately 15,500" resulting
in a lateral weilbora of° approxrmately 4,400 that is planned-to be cempleted-with 15 frac
stages Estimated costs to drill the test welt* ‘are $5,376,594 for a dry hole with a completed
well costing approximately 59,099,800 as shown on the enclosed AFE.

Plgase indicate your electionfor this proposed operation.by executing this letter-betow, as
well as ‘the enclosed AFE. f panscrpatmg and return both to the attention of the
undersigned. -Please be aware that the enclosed AFE is only an estimate of coststo be .
.incurred and in electing to participate in the proposed well, you will be responsible for your
proportionate share of ali actual costs incurred.  If your election is to parlicipate, please
accept this lefter as' an invoice notice and request for payment and to please remit
paymenl for ‘your proportionate share of costs pursuant to Article Vil.C- of the above
referenced Operating agreement as detaiied-in the enclosed AFE to Matader Production




March 24, 2015
' Ja!apeno Corporadon
Page 2

Company on or before fifteen {13 days afler FGCEIpt of this estimate and invoice s,
received.

l:-have'enclosed a revised Operating Agreementto the previous agresment-sent under the
September 14, 2014. proposal letter for your review and execution. We have corrected the
operator name, well depth,.contract depth, Exhibit. "A", header names, elc. .to refiect the
proposed well herein. Please Jeturn.one: {1) executed copy of thé signature. page to the
Operatlng Agreement atong with your élection lettér and AFE.

" As an alternative to- parhcupatron MRC Delaware hereby proposes the following optlons '
covering your 5.097063% Workmg Interest.inithis proposed Unit:

1) Assign all your interest to- MRC Delaware for $1800,00 per net acre for delivering
‘of your existing:Net, Revenue lnierest less and.except yout intefast in any-existing
producing wellbore( }located-in the SE Airstrip Com #1 Unit.

2) ‘Assign afl of your. mterest to MRC Delaware delwenng a 75.0% Net Revenue
tnterest, resefving an Overndlng Royalty Interést eqGual to the positive difference
between existing burdens and 25:0%, propomonate!y reduced. Any assignment
would cover all rights less. and'except. any rights in and to any ex:stmg producing
wellbore(s) located in the' SE Airsirlp Com #1 Unit,

As an alternstive td thé above options, MRC Delaware would’ be- interested in purchasing
your intgrest in this unit/section mcfudmg any producmo well bores, SLIbJECt to the
.neaotlatlon of mutualiy agreeable price and terms. If you are intefested in pursuing this
altsrnative, please $0 findicate at thé 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 entermg into
negonatlons to sell your intérést does ‘not excuse of allow you {e} de!ay your reqwred
glection under this well: proposal.

Your earliest attention and response.to this proposal will'be greatly appreciated. With this
redent merger, there i$ an opportunaty to move this well onto our rig schedule and spud
this proposed well around April 25, 2015, provided we can gather the elections and:
signaturesneeded ahead of spuddmg the-well. Should you have any’ questions regarding
this profosal, please contact me at & any tlme usmg the contact: mformahon above:

Sm,ce,,r.eiy.

MRC DELAWARE RESOURCES, LLC

O L '-L»\._/:\-}(.._;)-v—rL_i‘-*-L——— : -~
Melissa Randlg

Land Manager

Enclosures




March 24,2015
Jalapeno Corporation
Page 3

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

. ~Jalapeno’ Corporauon haréby elects to part:upate for its proportionate share.of the
costs detailed in-the énciosed AFE for the Airstrip State Com 31- 188-35E #2014 Welk
Eocated in Lea County, New Mexico.

Pleasé find enclosed our proportionate share of well costs pursuant to the
cash call. provision under the govemmg operating agreement réferericed
hereinabove.

Jalapeno Corporation hereby elects nof to participate forits proportlona!e share’of
the costs detailed in the.enclosed AFE for ths A|rstr1p State-Coim 31-18S-35E #201H Well,
_locatedin‘'Lea County, Naw Mexicd, ’

Jalapeno -Corporation hereby elects to asmgn our interest for $1,800/aére for
delivery of my existing Net Revenue Interest, léss and- exceptyour interest in any existing
producing’ wel[bore( ) located in the SE-Airsirip Com #1 Unit. Please provide assignment.
form for review and acceptance.

Jalapeno Corporation hereby elects o acsrgn all of our interest to MRC Delaware
detivefing a 75.0% Net:Revenue Interest, reserving an Ovemdlna Royalt; Interest equai‘
to the positive difference between ‘existi ing burdens and 25.0%, proportionately reduced:
,Any a55|gnment would cover all nghts less and except any rnghts in and to-any existing
-producing Wellbore(s) located in the SE Alrstrip Com #1 Unit. Please provnde assignmant
‘form for review and acceptance.

Jalapeno Corporation

By:

Titie:

Date:

i 'Ne are interested in selfing our interest in this unit, please contaci’-us to discuss.




MATADOR PRODUCTION COMPANY
OHNE LINCOLH CENTﬁE - 5400 LI FREEWAY - SUITE 1500 - DALLAS. TEXAS 75240
Phione (472) 3T1.5200 ~ Fax (972) 37 1.53M
ESTIMATE OF COSTS AND AUTHORZATION FOR EXPENDITURE

AT March 18, 2015 AFE NG o
WELL NAME: Aurstng Stare Com 111885300 420113 FIELD, 1]
LOCATION, Mortvo: 1E5GT108e0
COUNTYISTATE: Lea { M LATERAL LENGTH: 2,400
MIRC W G2 37% DRILLING DAYS. 33
GEOQLOGIC TARGET, Wollcamp & ~xsy~ COMPLETION DAYS: 10
REMARNS: [nll 3 homzantal wel 3nd complele win 15 stages, Gen 2 Upps Wetiramp Design
‘DRILLING COMPLETION PRODUCTION TOTAL
INTANGILE COSTS £osTS” COSTS B ‘casTs COSTS.
W Land egat] Ruguiatory 3 % 3 95 00
032 Lucatiorn, Surveys 5 Damages ) 137,500 I sh T333 000
10 Ontting ; = TR
¥ Tamantng & Floar Equm 255,000
20 l.(rnglr\u 1 Farmauon Evawatian 6,000 N 6,00
21 Mud Logging . A L
21 Mua Clrewlauon Sysiem T12850
23 Mud & Chemicils 30,00 331 500
25 Mud 1 yrasowater Dsposal =
26 Fragnt ! Transportation 15,000
B Rig Supervrion 7 Eagineorig Ta.o0G R FEERES
31 Drill Bl ) R X o550+
32 Fuel & Pawer 720,000 - - 150000,
73 Watwr . TR ROt ST
34 Drig & Complenan Overtean TG TG 3500
3§ Plugying & Abandohment - - ~ -
38 D!mcucn:l Dnging, Surveys 150.000 , - 3403 00
16 Compiction Ui, Swab, CTU 9000 0.0 THUCT
44 Pertgracng, Wirnline, Sliculine TE.000 20,000 .00
45 Hlgh Progstice Pump Truck an, (K00 <8000
46 Shmulation - 1,650 00 1 550.000
47 Stunuistion Flowhack & Disp - R 0 [
4B Insurance BREET " 21981
sblapor 15050 T§E0 &,0U0 ¢ 760037
41 Runtat - Surtace Equipment ‘9250 12,000 -192.750
57 Rl - Powrnihate Etunpment T L0 [0
S3 REMB! - Lreeng Qs oAV R 25 Rl
%4 Conungency I T 3660 i
TOTAL INTANGIBLES » 2,796,351 3,991,806 10/ 300 7,590,187
DRWLLING COMPLETION PRODUCTION TOTAL
TANGIOLE COSTY .tosTs, oSS COSTs cosTs
31 Surtane Tasing L 32080 5 E) ] 32 T
42 wdwrmedian Casing. ! ~ IR AT W1 B0
43 Dralling Liact 158,R00 i
43 Prosicuon Castng [EEREH
45 Progucron Liner - - -
% Futang - T 500 55000
47 Wellhead £0.000 R SO0 110,000
M Pachers, Liter Hangors, - 35,000 12,000 af o
49 Tahha - -
40 Praguction Yessels i - T4 o 737000
21'Fiow Lines B -
52 Roud sining - N
23 Arfificial Litt Equipment B 30,006
54 Compresscr - i -
4 Instalatan Costs i v 4200
36 Sustace Pumps O 3000
58 Non-controllabic Surface N - o000
9 Non-controilabiv Downhole - -
81 Downnoie PUmps M N -
8] Maasurement & Mater inaLilaton 12,500 12,500
44 Ga» Congigonng ! Dehyuration . .
65 Intercannecng Faciity Piping "
66 Gs:hmnng{ﬂulx Lines _
§7 Vamues, Dumps, Controliors T =
S8 Tapk 4 Facihiny Contammont
GO Flace Stak : .
10 Ehecustil § Gronstnling -
71 Communicavons 7 SCADA . .
72 s irumenmauon | Safcty - -
: TOTAL TANGIBLES » 078,113 35,000 136,500 1,509,613
TOTAL COSTS > 5,276,554 1,218,906 . 504,309 9.09 808
PREPARED By MATADOR PRODUCTION COMPANY.-
r - ]
DRIty Enguneer.  samntine - Feam L - Mmmu.—.::ﬁ}; il ;
! Cormpletons Eagmear, Ches Cabvert O i
i Procka:on Erpneer. Carey Wl l
MATADOR RESGHRCES COMPANY APPROVAL:
r [
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Ry ' T - [} |
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i e (] Y i
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:‘! Wy i {

NON QRERATING PARTNER APPROVAL:
—
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