
MRC Permian Company 
One Lincoln Centre • 5400 LBJ Freeway • Suite 1500 • Dallas, Texas 75240 

Voice 972.371.5430 • Fax 972-371-520) 
ccarleton@matadorresources.com 

Chris Carleton 
Landman 

November 12, 2014 

VIA CERTIFIED RETURN RECEIPT MAIL 

Chevron USA Inc. 
1600 Smith Street 
Houston, TX 77002 

Hibiscus 08-19S-35E RN #124H 

Range 35-East 

Chevron USA Inc.: 

MRC Permian Company ("MRC") proposes the drilling of the Matador Production Company's 
Hibiscus 08-I9S-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 as set out herein. Please indicate your electionin the space provided 
below, sign, and return one (1 j 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 

$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 05, 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-East̂  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. 

Re: Matador Production Company -
Participation Proposal 
Section 08, Township 19-South, 
Lea County, New Mexico 



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 

approximately 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. 

I f 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 aware that the enclosed 
AFE is only an estimate of costs to be incurred and in electing to participate in the proposed well, Chevron 
USA Inc. shall be responsible for 25%'of all costs incurred. 

Sincerely, i 

MRC PERMIAN COMPANY 

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 with the Matador Production Company Hibiscus 08-19S-35E RN #124H Well, 
located in Lea County, New Mexico. 

Chevron USA Inc. hereby elects not to participate for its proportionate share of the costs detailed in 
the enclosed AFE for the Matador Production Company Hibiscus 08-19S-35E RN #124H Well, located in 
Lea County, New Mexico. 

Chevron USA Inc. 

By:. -

Title:. 

Date: 
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MATADOR PRODUCTION COMPANY 
ONE LINCOLN CENTRE • 6*00 LBJ FREEWAY- SUITE 1500 - DALLAS, TEXAS 7S240 

Phono (972) 371-5200 • Fax (972) 371-5201 

ESTIMATE OF COSTS AND AUTHORIZATION FOB EXPENDITURE 

DATE: November, B. 2014 AFE NO. 3O0017-O0B-O1 
WELL NAME: Hibiscus State 08-19S-35E RNff124H • FIELD Two Georges 

LOCATION: '' MDJTVD 145eo79960. , 

COL! NTYJ9TATE: Lea LATERAL LENGTH 4,600 

MRCW1: i 75.00% DRILLING DAYS 30 

GEOLOGIC TARGET: 2nrJ Bone Spring COMPLETION DAYS 13 

REMARKS: * CMW a horizontal well and complete wifi.18 atai ies. Gen i Bono Spring frac assign. 

INTANGIBLE COSTS 

DRILLING 
COSTS 

COMPLETION 
COSTS 

PRODUCTION 
COSTS 

TOTAL 
COSTS 

01 Land/Legal/Regulatory | 36.700 S ( 5 30.700 
02 Location, Surveys 8. Oamsgas 120.500 13.000 4,000 137.500 
10 Drilling 1.035,000 1.035.000 

IS CamsnuViB !• Float Equip 200.000 200.000 
20 Logging I Formation Evaluation - 6,500 6.500 

21 Mud Logging 26.500 26.500 
21 Mud Circulation System 47,000 47,000 
24 Mud & Ctuunleala 165,000 36,000 2O1.000 
2S Mud / Wastewater Dlapoaal 155.000 - i55,obo 
29 Frarghi / Transportation 36.000 16.500 52.500 

2S Rig Supervision / Engineering 125,000 74.750 18,000 21B.750 
11 Drill Bits 90.000 90,000 

32 Fual * Power 210,000 210,000 
33 Wttet 20.000 463.000 443,000 
34 Drlg & Complatjon Oyertiaad 17.500 21,000 30,500 
IS Plugging 1 Abandonment -3d Directional Drilling. Surveys 205.000 205,000 
40 Completion Unit. Swab, CTU 170.006 23,000 196.000 
44 Perforating. Wireline, SticUlna - 124,500 20.66b 144,500 
45 Hign Pressure Pump Truck sd.ood 60.000 
4S Stimulation -. 2.340,000 2,340,000 

47 Stimulation Flowbae* 1, Dttp 58.000 58.000 

4B Insurance 26.640 26,540 
50 Labor 156.500 24,500 6,000 157,000 
El Rental -Surface Equipment 105,500 260.025 12.000 3S8.525 
S2 Rantal • Downhole Equipment 20.003. 63,000 83.000 
53 Rantal - Living Quarters 71.750 36.730 2.000 110.480 
S4 Contingency ' 2B7.159 378,751 9,000 674,910 

TOTAL INTANGIBLES > 3,158.749 4,156,256 99,000 7,424,005 

TANGIBLE COSTS 

DRILLING 
COSTS 

COMPLETION 
cosrs 

PRODUCTION 
COSTS 

TOTAL 
COSTS • 

41 Surtace Casing S 76,536 5 5 * 78 SX 
42 Intermediate Casing 174.150 )74,150 
41 Drilling Liner - . 44 Production Cu ing 354.400 354.400 
4S Production Llnar - • 
4S Tubing •t 55,000 55,000 
47 Wallri a id B5.OU0 50,000 135,000 
48 Packers, Llnar Hangars 64,700 20,000 89,700 
49 Tanks - - -SO Production Vassal* 74.D00 74.000 
51 Flow Unas 
52 Rod string -51 Artificial Lin Equipment 20.000 20,000 
54 Compressor 
55 Installation Coats B2.000 62.000 
58 Surfaca Pumps 5,00b 5,000 
59 Non-camrollabla Surface 66.000 66.000 
59 rion«orriroi!ar»r» Downhole 
Cl Downhoia Pumps - -63 M«axur«rTMrtI t Uat i r JnfUyiaOon 12,500 t2,500 
84 Gas Conditioning 1 DetiydraOon -55 Interconnecting Facility Piping 
55 Gatnsring / Bulk L in t * 
•7 Varna, Dumps, ControiMra 
51 Tank / Facility Containment 
•9 Fttrs Stack 
70 Electrical 1 Grounding 
71 Communications; SCADA 
T2 InstrumantaUon 1 Safety . 

TOTAL TANGIBLES > 692,085 89,700 384,500 1.148.285 

TOTAL COSTS * 3,850,837 4,235,958 483,500 8.ST0.2S2 

PREPARED BY MATADOR PRODUCTION COMPANY: 

Drilling Engineer. Aaron Byrd 

Completions Engineer: cnni caivon 

PrDaucJiorl Engineer: Cawy MoCam 

Team Lead - WTXJNM 

0 

MATADOR RESOURCES COMPANY APPROVAL; 

Executive VP, COO'CFO VP - Res Engineering VP Drilling 

OEL 

Executive VP, Legal Exec Olr - Exploration 

BUS 

VP - Production 

BG 

CA 

Pros! dam VP S General Manager 

OfU WFM 

UVH RCL 

NON OPERATING PARTNER APPROVAL: 

Company Name: Working Interest (%): Tsx 10: 

5igned by: Date: , 

Title: Approval: Yes Mo (mark one) 
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