MRC Delaware Resources, LLC

One Lincotn Centre « 5400 LBJ Freeway * Suite 1500 » Dallas, Texas 75240
Voice 972.371.5242 « Fax 972-371-5201
ili atadorresources.com

Jeff Lierly, CPL
Senior Landman

April 18,2016

VIA CERTIFIED RETURN RECEIPT MAIL
Tracking # 7015 1730 0001 9530 2974

Nearburg Exploration Co., L.L.C.
3300 N. A Street, Bldg. 2, Suite 120
Midland, Texas 79705

Re:  Matador Production Company — Eland State 32-18-33 RN #123H
Participation Proposal — Order No. R-14140
W72E/2 of Section 32, Township 18 South, Range 33 East, NM.P.M.
Lea County, New Mexico

Dear Working Interest Owner:

MRC Delaware Resources, LLC and its operating company, Matador Production Company
(collectively “Matador’”), hereby propose the Eland State 32-18-33 RN #123 H well (the “Well") to test the
Bone Spring formation, pursuant to Order No. R-14140 issued by the State of New Mexico Energy,
Minerals and Natural Resources Department Oil Conservation Division on March 30, 2016 (the “Order™).
The Order established a non-standard 160-acre oil spacing and proration unit and project area (the “Unit™)
for the Bone Spring formation [Corbin; Bone Spring, South . Pool (Poot code 13160)] comprising the
W/2E/2 of Section 32, Township 18 South, Range 33 East, N.M.P.M.,; Lea County, New Mexico, pooling
all uncommitted interest owners within the Unit. Additionally, the Order authorized Matador to withhold
the following costs and charges from production from the well attributable pooled working interest owners:

e the proportionate share of reasonable well costs

® as g charge for the risk involved in drilling the well, 200% of the above costs

e $7,000.00 per month drilling overhead rates and $700.00 per month producing overhead
rates, adjusted annually pursuant to Section IIL1.A.3 of the COPAS form titled
“Accounting Procedure-Joint Operations”

As a pooled working interest owner subject to the Order, you are eatitled to a 30 day clection period
whereby you may choose to participate in the Well by paying your proportionate share of the estimated
well costs outlined on the enclosed AFE. Alternatively, if you choose not to pamelpate in the Well or fail
to pay your proporttionate share of the costs outlined on the AFE, you will remain a pooled working interest
owner subject to the aforementioned charges and penalties. Matador respectfully requests you indicate
your election in the space provided below, sign and return one (1) copy of this letter to the undersigned.
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If you have any questions, feel free to contact me at (972) 371-5242 or
jlierly@matadomresources.com.

Sincerely,

MRC Delaware Resources, LLC
Matador Production Company

2 A

Jeff Lierly, CPL

Enclosure(s)

Please elect one of the following and return to sender:

Nearburg Exploration Co., L.L.C. hereby elects to participate for its proportionate share of the costs
detailed in the enclosed AFE associated with the Eland State 32-18-33 RN #123H well, located in Lea
County, New Mexico.

Nearburg Exploration Co., L.L.C. hereby elects not to participate for its proportionate share of the

costs detailed in the enclosed AFE for the Eland State 32-18-33 RN #123H well, located in Lea County,
New Mexico.

Nearburg Exploration Co., L.L.C.

By:

Title:

Date:




MATADOR PRODUCTION COMPANY
OME LINCOLN CENTRE » 8400 LBJ FREEWAY « SUITE 1500 - DALLAS, TEXAS 76240
Phane {972) 371-6200 - Fax {§72) 371-6201
ESTIMATE OF COSTS AND AUTHORIZATION FOR EXPENDITURE

DATE: March 16, 2018 ' AFE NO.: Q
WELL NAME: Eland Stats 32-185-33E RN #123H FIELD: 1]
LOCATION: Sec 32: Wi2 E/2, T18S-R33E MOITVD: 145009686
COUNTY/STATE: Lea County, New Mexico LATERAL LENGTH: ebout 4600
MRC W1
GEQLOQIC TARGET: 2ng Boane
REMARKS: Drill end compiete & horizonts! 2nd Bons Spring well with 18 stages
.
DRILLING COMPLETION PRODUCTION TOTAL
INTANGIBLE COSTS COSTE COSTS 2 COSTS FACILITY COSTS cogra
———x} ¥ X - % ¥ - ¥ —_oov00
Location, Qurveys & Damages 148,600 230,000 3,000 70,000 390,500
Drilling 37,000 — T tion
Cuinenting & Floxt Equlp 160,000 160,000
Logging / Formstion Evatuation . 3850 3850
Mut Logging , 33,500 32,500
Mud Circulstion Bystsm 43,600 43,800
Mud & Chemicats £5,000 12,000 82,000
Mud / Wastewstsr Disposal 130,000 - - 130,000
Fraight { TRnspomation 18,000 10,500 -
Rig Supervision / Engtnesring 81,600 43500 3,000 18000 14380
Drit Bita 5,000 59,000
Fust & Power [0 : . 60,000
Watar 4250 36000 3 410,500
Drig & Complstion Overhead 12.008_ 8200 - 18,600
Pluralng 8 Absndonment - -
Qirectional Briting, Survays 185,000 —IB5.000
Comptstion Unk, Swab, CTU - €0,000 72,000 72,000
Perforating, Wiretina, BHckiine - [T D 50,000
High Pressure Pump Trick - - 27,500 13,000 p 38,500
Gtimulstion = | - 874,000 T 874,000
Stmulatian Fowback & Disp - 7ed 8000 49,760
tnsurance 26,100 X
Labar 114,000 5,000 - 123,000
Rente) . Sustace Equipment 76,600 %886 15,000 3 188,618
mw-omm?ewm 45,606~ 280500 - 3,00 78,
Rental - Living Quarters 47,600 Doda - 100 71580
Contingency 164,850 169,810 4,000 23,000 - 391,809
TOTAL INTANQIBLES » 2.443,780 2,088,104 - 54,000 32,000 4,318,604
DRILLING CONPLETION PRODUCTION - TOTAL
TANGIBLE COBTE COSTS * coare . €oaT8 - FACILITY COSTS CO5TS
Furtace Casing 3 37283 & (] - ] ] 31283
Intermedixta Caxlng 708.500 708,600
Drililng Liner - -
Production Casing 306,825 308,625
Progustion Liner B -
Tubing - 47,000 00
Wellheed 41,000 40,000 T
Packsrs, Liner Hangers - 32300 - 32400
Tanie 5 S 0000 60,000
Production Veassts - 30,000 F2 o s 1
Fiow Linm - — 10,000 B 10,000
Rod wring - - .
Artificia) LI Equipment - 82000 62,000
Compreasor . - - -
tratallation Caosts - 30000 o0 75000
Suviscs Pumps - - - .
Non-controllatie Surface - - 40000 ~ 40,000
Neon-controilebie Downhole - - -
Dcumhals Pumps - - .
Wensurement & Weter instalietion - — 7000 13500 20,500
Gaa Condllioning / Dehyaration - - -
Intarconnacting Facility Piping - -
Qathertng / Buik Linay 000 . 16000
Vaives, Duaps, Controliers - -
Tank / Facity Contalnment g X g I
Flaro Stack - - 10.000 10,000
Electrtcal 7 Grounding T - 50,000 0000
Communications / SCADA - - -
instrumerntation / Batety . ~ 10,000 28000 95000
TOTAL TANGIBLES > T e A0~ e 21,000 1,060,808
TOVAL CO3T8 » * 2438,198 2,121,504 "~ 290,000 323,000 8.389.702
PREPARED BY MATADOR PRODUCTION COMPANY:
Orifling Englnesy.  Patrck Waish Team Luad - WIXNM _ TTZa
Compistions Engineer: ~ Ben Patarson 416
Procuction Engineer.  Tram Goodwin :
MATADOR RESQURCES COMPANY APPROVAL:
Exzative VP, COQICFO VP - Rus Enginrering VP - Drilting
DEL,
E VP, Legel Exac Dir - Explocstion VP - Production
ca NF TWQ
Presidgent VP & General Manager
e ——
NON OPERATING PARTNER APPROVAL:
C Name: Working intereat {W): Tax ID:
Signad by: Oata:
Thie: Agprovak Yes No  (mark ore}
U o i 4P -~y rmy —

g, gl s, gy,
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