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TMBR/ Sharp

Drilling, inc.

Drawer 10970
Midland, Toxas 79702-7370
915-699-5050
Via Fedceral Express
Airbill No. 8297 4167 5428

January 22, 2002

Ffames D, Huff

Lake Brenda Estaics
506 Counrty Road 2436
Mincola, Texas 73773

Re: Well Proposal
TMBR/Sharp Drilling fnc.’s Blue Fin »25” Well No. |
N/2 Scction 25, T16S, R35E, N.MLP.M.
Lea County, New Mexico

Dear Mr. Huff:

TMBR/Sharp Drilling, lnc. hereby proposes to drill its Blue Fin 25" Well No. | at a
standard well location in Unit E to a toial depth of approximately 13,200 feet to be dedicated to a
stondard 320-acre pas spucing upit consisting of the N/2 of Section 23, T16S, R3SE, NM.L.M.,
Lea County, New Mexico, o 1est lor production trom any formation/pool currently spaced on
320-acrv gas spacing units.

Based upon our most recent intormation, James D. Huff has a 14.6873% interest in this
spacing unit based upon its working interest ownership of 4.50 acres in the W/2 NFE/4 and 42.50
acres in the E/2 NE/4 of said Section 23.

Please find enclosed a copy of TMBR/Sharp Drilling, Inc.’s AFE which suts forth 1ts
estimate of the vost of drilling and completing this well. At this point, we have obtained the
contro] of 81.7365% ol the spacing unit.

Should you clect to participate, please sign the attached AFE and retumn it 10 me and upon
our receipt our proposéd Joint Operating Agreement will be forwarded 10 your for your

execution.

Yours truly,

TMBR/Sharp Drilling, Inc.
Jettrey DD Phillips
President

Enclosure
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I‘ TMBR/ Sharp Drilling, INC. A Number " rrrane
| AUTHORIZATION FOR EXPENDITURE AWl ML
i Mattin JI‘. LTuuitny artsh | g s
Bluc tin 23 Mew Moaicn L §O13 FINL e 42 DWW L See. 23, 116N, o dst.
Acer COST 1O COMPLETION TOTAL
Conle INTANGIDLE DESCRIPTION CASING POINT COST WELL CGST
¢+ {Surveys 7 Permiits ¢ Honds 1200 1.200
2 {Roads/Loc ion/Dumages 30000 30,000
3 IMaobsdemon 25000 . 23.000
4 |Drilling Connract-
3 C.ywork.31) duvs A1 85320 /doy. a00440 25,560 426,000
o | Fooage
7{ Campleuan Linic 15 days At S 2000 iday 30.000 30.000
s JMuo/Cheicals 35000 35.000
92 |Wauier 18000 3.000 21,000
10 [Cemen/Cementing Services 38000 18,000 56.000
11 [FueVElcciricny/Generatar/lights 28200 1.800 30.000
12 [Riss 55000 65,000
13 |Reaverss stubilizers 15000 15.000
14 | Senrvice Equipiment 2000 5,000 7.000
15 [EZquipnient renialz 10000 5.000 15 000
t6h {Wire line Uit
17 IMud Logginw Patco/Ghoassuy 18000 18.000
1% [Open Hale Logging 25000 25,000
‘ 1o 10yl Siem Testing und corine | . 20000 20,000
. i o ['Fuhuler tnspechioy Tesiing 3000 1,500 4.500
21 ] Vvunspoamasaa {and) — 3000 2,000 5.000
22 jEQuipment inspection/Icsung, 2500 2,000 4,590
2 {Cusing Crews/Tongs 4500 2.500 7.000
24 | Ordling Overhead 6500 1.50Q /4.0400
15 |Supervision 2750 5.500 8.250 |
2u |Cused Hole Logying & Pert’ 5.500 5.500 1
27 | Stimulation 15.000 15,000 1
23 [Production Testing 10,000 10,000 |
19 [Completian Fluids 2.500 2.500 |
W | Fishing Toals. Supervisos 5000 5,000 !
3 Coateact labar 2500 3,000 5,500
R 531 [Insurance 8756 2,919 11,675
- 13 [Pl and Abandon 15000 15,000
34 [Contingzencv ( 7%) 54004 2960 $64.864
TOTAL INTANGIRLE ESTIMATED COST $839.250 £152,239 $991.489
TANGIBLE DESCRIPTION ]
35 ( Conduclor 1
36 | 500 of 13 A8~ 54.5 @ 1S.E0FT Surlace Cusing . 7,750 7,750 ]
17 { 5000 af © 3B 404 1R 1D.CO/FT [ntermediate Csg 65.000 55,000 |
34 Intermedinie Csg
39 intermediate Csg
. 40 | 12,00C ni /- 26# @ 11.50FT pProduction Cxg 138,000 138,000
A0 [200C of 4 127 1)t Gar 37T Liner 11,500 11.500
42 | 13600 Af 2 7/8" .50K @J.2WFT  Tubing 34,160 44,160
EY) Tuhing
44 Tuhing
+35 {Wellhead Equipment 4,200 2.000 13,200
40 [Floas Fquipment 4,000 6.000 10.000
47 [Liner Equipment 5.000 5,000
¥ [Pumping Uit/ Base / Engine
49 |Sucker ruds. Pohished Rods
sa (Produring Equipment. Tunk Bauery, Flowline 30,000 30.000
51 {Flowlinzs, Vavies, Fitings/Connectioas 8.000 8,000
$2 {Packers & Other Subaurface Tools ) 5,500 6.500
33 (Coinpressor
>4 {Miscelaveous Sale terns 5.000 5.000
B s JCantingeucy (79%) 5667 18,421 24,088
_ TOTAL TANGIBLE ESTIMATED COST . 586,617 $281,581 3368.198
TOTAal AFE ESTIMATED COST $925.807 $433,820 $1,359.687
AFPROVAL AND ACCEPTANCE ITIS RECOGMILED THAT AMGUNTS IHZREIN ARE ESVINMATES ONLY ANP ANSRDVAL
CF 15 AUTIHONIZATION SHALL LATTOUND & THE AaC i UAL TUSTS tHCERRED 1Ny
Puﬂltlpuﬂl . - IN CONDVUICTING THE OFERATION SHLCTTIED. WHETHER MORE QR Luss TIRAN Dz
HENEN SET OUT
; WL . § Wish tu he sovered hy TMUBHUShny's Ulnw aut isarnes
Title ] OO NO T Wish (v be coverod hy TMBHUSTIUD'Z Sluw aar insusunce.
sumalure __ I Dute _
R . A R mmrom . e ceam o .. S e I emmem . e e ——




