1 PRESTON EXPLORATION, LLC

AUTHORIZATION FOR EXPENDITURE
Lesse end Well No. Prospect [AFE no.
Renata "18" State Com #1 Renata
Exploratory Well 1 Recompletion T Injection O Other Original
O pevelopment well O workover 0 swo Dsupplement

Deacrietion of Work

CourtWew, S v T orATRIred ocaton Prowcied TO
Eddy County, NM E/2 of Sec. 16, T23S, R24E, NMPM 660° FNL & 660' FEL 10,800
e — Dats Prepered 1By

Drill and complete Morrow test. 8/30/2005
RDS

Descrigtion I Oriling T Completion
Abstracts / Legal Fees ; :
Surveys / Permits
Right-of-Ways
Location - Build, Repair, Set Conductor, Cleanup, & Supervision
Rig Mob & Demob
Transportaiton / Hauling e e e
Completion Rig J8days @§3.000/day ...
Drilling / Completion Rig - Day Work 3873 days @ $17000 /day
Cementing - Materials / Pumping Services
Drilling Mud / Completion & Workover Fluids
Water / Water Well
Fuel - Diese! / Gas
Open thole - Logging / Caring
Enginering / Supervision
Geological Services - Mud Logging, Core At 0
Casing Services - Inspect, Lay Down, Pick Up & Run
Supplies
Drilling / Completion Overhead Rate
Equipment Rentals
Surface Damages
Slickline / Swabbing
Casad hole - Logging / Perforating
Stimulation - Materials / Services

i - Repair & A

Disposal charges
Insurance
Coiled Tubing / Nitrogen / CO2 , etc.
Chemicals - Corrosion
Chemicals - Other

800

Grave! Pack - Materials / Service

Drilling / Workover Bits 1500

Treating

Testing / Anatysis . 15,000

Communications .

Labor 7,500

P & A Expense

Taxes ) L 583 % 1,790 21,310

Misc Expense : : 20,000 10,000

Contingencies 80,775 18,040
Total L 1,348,085 400,150

(- - o TANGIBLE COSTS. ]

Conductor Pipe :

Surface Casing

Intermediate Casing [T

Production Casing 270,000

Tubing 10600 -2 ¥8"- N-00-EVE@$ 650 68,250

Downhole Equipment - Packers, Anchors, Sleeves, etc.
Artifictal Lift Equipment ’

Wellhead, Tree. Safety Equipment, etc.

Tanks, Gauge Rings, Walkways, Stairs, Ladders, etc.
Pipe, Fittings, Vaives, etc.

Separators, Treaters & Heatars, etc.

Sucker Rods, Collars, Scrapers, etc.

Equipment - Measurement, etc. e R [ Lo ...5000
Downhole Equip. - Shoes, Float Collars, etc. o » | 2,000
Taxes 0 883% . .. .i1e8d . 23,640
Miscellaneous
Contingencies . 500 % 20,013
Total Tangibl 130,980 443,802
. E Dry Hole Cost 1,479,048
l Completed Well Cost 2,308,098
[ L E o 0 - APPROVALY. P L . . ]
Company Signature Tite Date

17 IS RECOGNIZED THAT THE AMOUNTS HEREIN ARE ESTIMATES ONLY AND APPROVAL OF THIS AUTHORIZATION SHALL EXTEND TO THE ACTUAL
COSTS INCURRED IN CONDUCTING THE OPERATION SPECIFIED, WHETHER MORE OR LESS THAN THE AMOUNTS HEREIN SEY OUT.




