- MRC Permian Company
One Lincoln Centre « 5400 LBJ Freeway « Suite 1500 « Dallas, Texas 75240
Voice 972.371.5430 = Fax 972-371-3201
ccarleton@matadorresources.com

Chris Carleton
Landmaon

November 12, 2014

ViA CERTIFIED RETURN RECEIPT MAIL

Chevron USA Inc.
1600 Smith Street
Houston, TX 77002

Re: Matador Production Company — Hibiscus 08-195-35E RN #124H
Participation Proposal -
Section 08, Township 19-South, Range 35-East
Lea County, New Mexico

-

Chevron USA Inc.:

MRC Permian Company (“MRC™) proposes the drilling of the Matador Production Company’s
Hibiscus 08-198-35E RN #124H Well, located in Section 08, Township 19-South, Range 35-East, Lea
County, New Mexico, to the Bone Spring formation.

MRC is requesting that you indicate below your election of whether to participate in the drilling
and completion of this proposed well 4s 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 weli is
£8,570,292 as itemized on the enclosed Authority for Expenditure. ("AFE”) dated
November 6, 2014, '

2. The proposed surface location of the subject well is approximately 200° FSL and 350 FEL
of Section 03, Township 19-South, Range 35-East, Lea County, New Mexico. The
proposed point of penetration of the subject well is approximately 330° FNL and 350" FEL
of Section 08, Township 19-South, Range 35-Fast, Lea County, New Mexico. The
proposed bottomhole location of the subject well is 260" FSL and 350° FEL,; see the
enclosed plat for more detail. ‘



3. In this well, there is a targeted interval within the Bone Spring formation. We will drill
horizontally in the Second Bone Spring {~9,960° TVD) to a Total Measured Depth of
appraximately 14,560° resulting in a productive lateral of approximately 4,600 that will
require 18 frac stages to be completed. :

4. Chevron USA Inc. will own an approximate 25% 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 enctosed AFE within 30 days of receipt of this notice. Please be aware that the enclosed
AFE is only an estimate of costs to be incurred and in eiecting 1o partnctpate in the proposed well, C hevron
USA Inc. shall be respensible for 23% of all costs incurred.

Sincerely, ' \
MRC PERMIAN COMPANY

L

Chris Carleton

Enclosure(s)

Please elect one of the following and return to sender:

—.__ Chevron USA Inc. hereby elects to participate for its proportionate share of the costs detailed in the
enclosed AFE associated w1til the Maiador Production Company Hibiscus 08-195-35E RN #124H Well,
located in Lea County, New Mexico. .

Chevron USA Inc. herebv elects not to participate for its proportionate share of the costs detailed in

the enclosed AFE for the Matador Production Company Hibiscus 08-195-35E RN #124H Well, located in
Lea County, New Mexico.

Chevron USA Inc.
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MATADOR PRODUCTION COMPANY
ONE LINCOLN CENTRE 5400 L3 FREEWAY = SUTTE 1500 + DALLAS, TEXAS 75240
Phone {972) 371-5200 - Fax {972) 3715201
ESTIMATE OF COSTS AND AUTHORIZATION FOR EXPENDITURE

DATE: November, B, 2014 AFE NO.: 300017-006-01
WELL NAME: Hibiscus State 08-195-35E RN #1244 - FIELD: Two Georges
LOCATION: . MOITVD: 1456075960
COUNTY/STATE: Lea LATERAL LENGTH: 4,600
MRC W 1 75.00% DRILLING DAYS: 30
GEOLOGIC TARGET: 2nd Bona Spring COMPLETION DAYS: 13
REMARKS: * Drill & horizontal wall and complate with.18 stages, Gen 1 Bona Spring frac design.
B DRILLING COMPLETION PRODUCTION TOTAL,
INTANGIBLE COSTS COSTS cosTS CcOosTS cosTS
T Land f Legal | Regulwtory % 3.700 5 ¥ B 36,700
0z Location, Surveys & Oamsges 120500 13,000 4,000 — jaTEw
10 Drilling 1,035,000 105000
16 Camenting & Fioat Equip 200,000 200,000
20 Lopging / Formation Evaluation - 8,500 6,500
1 Mud Logging 76,500 8.0
23 Mud Clreulation System. 47,000 47,
24 Mud & Chemicals 785,000 - 36,000 709,000
25 Mud | Wastewater Disposal 755,000 - 155000
78 Fraight / Transportation 36.000 16,500 52,500
28 Rig Supervision / Englneering 128,000 74,750 V8,000 598,750
31 Deitl Bits 90,000 50,000
32 Fuel & Power 710000 - 24G,000
33 Weder 26,000 153000 133,000
34 Drig & Complation Overhead 77500 21,000 38,500
38 Plugging & Abandonment - -
38 Oirectiona! Drifling, Surveys 205007 . Aewo
40 Comphetion Unlt, Swab, CTU 5 R 2800 108,000
44 Parfocating, Wireline, Shickline B — {E50 ] T a0
45 High Preasure Pump Truck - 60,000 50,000
45 Stimutation - 2,340,000 2,340,000
AT Stimylation Flewback & Cisp . 55,000 58000
48 Imsurance T 76640 IRBA0
80 Labor L i5E 500 24,500 8,000 187,000
51 Rentai - Surface Equipment - 106,500 260,025 17,000 N EFER
£2 Rental - Downhole Equipment 50,000, 53,000 83000
53 Rental - Living Cuarters T Taw 36,730 7,000 T 1Aee
54 Cantingency ! A 376,761 5,000 B74,910
TOTAL INTANGIBLES > 3,154,749 4,186,256 99,000 7,424,005
DRILLING COMPLETION PRODUCTION TOTAL
TANGIBLE COSTS COSTS £087S COSTS co8T8 -
41 Surface Casing s 78,538 $ L3 [] 78,538
42 Intermwdiate Casing T eam 74,150
43 brilling Liner - . f -
44 Produciion Casing T 35sa00 T abkkAm
48 Production Liner - - N
45 Tubing M) 35,000 55,000
4T Wallhaad §5.000 000 {35000
48 Packars, Liner Hangers * s £5.700 70,000 “TET 00
49 Tanks - - -
B0 Production Veasala v 74,000 TA000
51 Flow Linss - - .
52 Rod string - - N
53 Artificlal Lin Equipment B 20,000 20,000
54 Compressor - B .

' 55 instaitation Costs -, B2.000 BZ.000
58 Surface Pumps - 5,000 5,000
68 Non-conmoliable Surface B SE.D000 —Y
£9 Non-controliable Downhola - A -

&1 Downhole Pumps - - =
63 M & Btar - T2 500 2,500
84 Gay Conditioning ! Defydaton - N
6% interconnacting Facility Piping - =
88 Gathening f Bulk Lines - -
&7 Valvas, Dumps, Controliers - -
83 Tanh / Fakility Containment - .
49 Flare Stack - z
70 Electrical f Grounding B A
71 Cammumilcations  SCADA - -
T2 Inatrumantation ! Safety j - -
TOTAL TANGIBLES » 592,088 49,700 384,500 1,148,268
TOTAL COSTS > 3,850,837 4,235,958 423,500 8,570,292
PREPARED BY MATADOR PRODUCTION COMPANY:
Drilling Engineer: Adron Byrd Team Lead - WTX/NM
Completions Enginedr: Chels Caivert F}
Production Enginear:  Casay McCan,
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CA DFN WFM
President VP & General Manager
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