MRC Permian Company

One Lincoln Centre » 5400 LBJ Freeway * Suite 1500 « Dallas, Texas 75240
Voice 972.371.5430 « Fax 214-866-4930

cearleton@matadorresources.cam

Chris Carleton
Landman

November 13,2015
VIA CERTIFIED RETURN RECEIPT MAIL

New Mexico State Highway and Transportation Department (N.M.S.H. & T.D.)
P.O.Box 1149
Santa Fe, New Mexico

Re: Matador Production Company — Guitar 10-24S-28E RB #202H
Participation Proposal
Section 10, Township 24-South, Range 28-East
Eddy County, New Mexico

Gentlemen and Ladies:

MRC Permian Company (“MRC”) proposes the drilling of the Matador Production Company’s
Guitar 10-24S-28E RB #202H well, located in Section 10, Township 24-South, Range 28-East, Eddy
County, New Mexico, to the Wolfcamp formation.

MRC is requesting that you indicate below your election of whether to participate in the drilling
and completion of this proposed well as set out herein. Please indicate your election in the space provided
below, sign and return one (1) copy of this letter to the undersigned.

In connection with the above, please note the following:

1. The estimated cost of drilling, testing, completing, and equipping the subject well is
$9,586,639 as itemized on the enclosed Authority for Expenditure (“AFE”) dated
September 3, 2014.

2. The proposed surface location of the subject well is approximately 1733’ FNL and 204’
FEL of Section 10, Township 24-South, Range 28-East, Eddy County, New Mexico. The
proposed point of penetration of the subject well is approximately 2232’ FNL and 330°
FEL. The proposed bottom hole location of the subject well is 2305’ FNL and 240’ FWL;
see the enclosed plat for more detail.

3. In this well, there is a targeted interval within the Wolfcamp formation. We will driil
horizontally in the Wolfcamp A “Y” (~9,600° TVD) to a Total Measured Depth of
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approximately 14,400 resulting in a productive lateral of approximately 4,300 that will
require 18 frac stages to be completed.

4. New Mexico State Highway and Transportation Department will own an approximate
0.0184375% working interest in the proposed well, subject to title verification.

If your election is to participate in the drilling and completion of the proposed well, please sign and
return a copy of the enclosed AFE within 30 days of receipt of this notice. Please be awate that the enclosed
AFE is only an estimate of costs to be incurred and in electing to participate in the proposed well, New
Mexico State Highway and Transportation Department shall be responsible for 0.0184375 % of all costs
incurred.

Sincerely,
MRC PERMIAN COMPANY

L Ll

Chris Carleton
Enclosure(s)

Please elect one of the following and return to sender:

New Mexico State Highway and Transportation Department hereby elects to participate for its
proportionate share of the costs detailed in the enclosed AFE associated with the Matador Production
Company Guitar 10-24S-28E RB #202H well, located in Eddy County, New Mexico.

New Mexico State Highway and Transportation Department hereby elects not to participate for its
proportionate share of the costs detailed in the enclosed AFE for the Matador Production Company Guitar
10-24S-28E RB #202H well, located in Eddy County, New Mexico.

New Mexico State Highway and Transportation Department hereby elects lease its minerals for
$1,500.00/net mineral acre, 20% royalty, and a 3 year term on the lease form enclosed.

New Mexico State Highway and Transportation Department

By:

Title:

Date:



MATADOR PRODUCTION COMPANY
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ETTUSATE OF COSTS ANO AUTHDRIZATION SDR EXPENDITURE
T e e e

DATE: September 5, 2014 AFE NO: 300014-011-01
WELL NAKE: Guilar 10-24S-28E RB #202H FIELD: South Cutetva Biuff-Wll
LOCATION: NOrVD: 16400"2600°
COUNT Saay LATERAL LENGTH: 4,300
MRT W 3/ 01% DRILLING DAYS: 31
GEOLOGIC TARGET: Wollamp A Y COMPLETION DAYS: 13
RENMARKS: Dnlt a horizental wet and compiole wilh 18 slsges. WC Gen 1 fac dedgn
[-_¥C COMPLETION PRODUCTION TOTAL
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10 Drtlng TR (P
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23 Mud Ciraation Systrm 107,063 1024
24 Mud & Chemicsia Tt4, 00 35000 256,109
25 Mud / Wasarwaier Disposs! — _iRok 3 175 20
2 Femight ) Transportatan 38.000 16.500 33500
2V g Supurvinian | Engineering 126,000 T o950 76,000 Fi35y
1 Detll Bits 93500
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34 Fugy.vy & Abeiornisnt - n
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49 Cumpieiion Unit, Sewb, CTU B 160 X0 78,000 183,000
44 Pertorsting, Waretine, Sckims 124500 76.000 145500
45 Hgh Preasure Pume Truck - 50,000 60.00C
48 Sumalation - > 420 Q00 2,880,000
47 $Emyiation Flowdeck & Disp - 4 500 42,500
4% bnsurance FT160 27180
50 Ladar 136,000 TN 000 173560
51 Renul - Surtacs Equipment V4,770 BES0 20,000 15,570
B2 Rental -Downhola Equipment 000 TZ000_ 33,000
59 Rentel - Living Querters T9.735 A 2,000 YWG.07)
84 Contngency 317,905 7040 9800 T T
TOTAL It E) 343153 4837484 107,850 23005
ORRLLING COMPLETION PRODUCTION TOTAL
TANGRLE COBTS cosTs COFTE COSTS COSTS
1 Buctace Castog 3 2578 0 T T3IE
42 \nwrmediate Casing L LN
42 DAXIng Lirwr 174400 PR
44 Praducsian Casing 0.2 TDAS
43 Productan Lirer . .
& Tebing - 7500 0
AT Vin oot T@ 03 30.000 14.¢00
43 Packary, Linec Hangers . LA 200 91,100
4 Tanks - . -
S0 Proxfuctios Vessets 74,000 74,600
61 7w Lines - - -
52 Rod string D -
51 Atficial Li Equipment - 000 I
84 Compressor 0 Q -
35 s tallwtion Costs 3 §5.500 DY
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22 Nen-controttabis Surtace v (X120 D
33 Noncontrollsble Downhole - 3
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1 Tank/ Facinty Containment - -
€9 Flars Suck d .
70 Encirical / Grounding . -
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TOTAL TANGIGLES > 43,700 4,700 397,000 1,350,400
TOTAL COS1S » 4314838 4747, 104 504,000 9.988,83%
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