MRC Permian Company
One Lincoln Centre « 5400 LBJ Freeway * Suite 1500 » Dallas, Texas 75240
Voice 972.371.5430 « Fax 214.866.4930

Chris Carle'ton
Landman
August 29, 2016

VIA CERTIFIED RETURN RECEIPT MAIL

Concho Oil & Gas, LLC

Attn: Land Manager - Outside Operated Properties
Concho '

600 West Illinois

Midland, Texas 79701

Re: Matador Production Company — Zach McCormick Fed Com #226H (the “Well™) !
Participation Proposal
Section 18, Township 24 South, Range 29 East
Eddy County, New Mexico

Concho Oil & Gas, LLC:

MRC Permian Company (“MRC") proposes the drilling of Matador Production Company’s Zach
McConmck Fed Com #226H well, located in Section 18, Township 24 South, Range 29 East, Eddy
County, New Mexico, to the Wolfcamp formation.

MRC requests that you indicate your election to participate in the drilling and completion of the Well 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:

The estimated cost of drilling, testing, completing, and equipping the Well is $6,585,281 as itemized on the
enclosed Authority for Expenditure (“AFE”) dated August 19, 2016.

The proposed surface location of the Well is approximately 2414” FNL and 311" FEL of Section: 13,
Townshlp 24 South, Range 28 East, Eddy County, New Mexico. The proposed bottom hole. locatton of the .
Well is approxnnately 2311" FNL and 240’ FEL of Sectlon 18, Township 24 South, Range 29 East, Eddy
County, New Mexico.

The Well will have a targeted interval within the Wolfcamp formation. We plan to drill the Well
.horwontally ‘in the - Wolfcamp (~10,800° TVD) to a Total Measured Depth of approximately 15,600’
resultmg in a productive lateral of approximately 4,500".

MRC reserves the right to modify the locations and drilling plans described above in order to address
mpography, cultural- or environmental concerns, among other reasons. MRC will advise you of any such-
" modifications.

. Concho Oil & Gas, LLC will own an approximate 0.02506344 workmg interest in the Well, sub;ect to title
- verification.
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MRC requests that you indicate your election to participate in the drilling and completion of the Well in the
space provided below, sign and return one (1) copy of this letter to the undersigned.

MRC is proposing to drill the Well under the terms of the modified 1989 AAPL form of Operating
Agreement, which is being mailed separately for your review and approval. The Operating Agreement
dated August 29, 2016, by and between Matador Production Company, as operator and MRC Permian
Company et al as Non-Operators covers the N/2 of Section 18, Township 24 South, Renge 29 East, Eddy
County, New Mexico and has the following general provisions:

»  100/300/300 Non-consenting penalty
e $7,000/$700 Drilling and Producing rate
e Matador Production Company named as Operator

If your election is to participate in the drilling and completion of the Well, please sign and return a copy of
the enclosed- AFE within thirty (30) days of receipt of this’ notice. Please be aware that the enclosed AFE is
only an estimate.of costs to be incurred and by: electing to pammpate in the Well, each workmg interest
owner shall be responsible for its proportionate share of all ¢osts incurred.

Thank you for your consideration of this proposal Please oontact me if you have any questions.

. Sincenely,

' c%%

Enclosure(s)
Please elect one of the following and return to sender.

Concho Oil & Gas, LLC hereby elects to participate for its proportionate share of the costs detailed
in the enclosed AFE associated with the Matador Production Company’s Zach McCormick Fed
Com #226H well, located in Eddy County, New Mexico.

Concho Oil & Gas, LLC hereby elects not to participate for its proportionate share of the costs
detailed ' in the enclosed "AFE- associated with the - Matador Production Company’s Zach -
McCormick Fed Com #226H well, located in Eddy County, New Mexico.

1/ We are interested in selling our interest in this unit, please contact us to discuss.

" Concho Oil & Gas, LLC

Byi

 Title:

'- Date; .
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MATADOR PRODUCTION COMPANY
CONE LINGOLN CENTRE - 5400 LBJ FREEWAY » GUITE 1500 - DALLAS, TEXAS 75240
Phone (972) $71-8200 « Fax (372) 718201
ESTIMATE OF COSTS AND AUTHORIZATION FOR EXPENDITURE

DATE: August 19, 2016 AFENO.: 0
WELL NAME: 2Zach McCommick Fed Com 8226H FIELD: 0
LOCATION: Section 16-248-29E MOTVD: 15600'1 0800
COUNTY/STATE: _Eddy LATERAL LENGTH: ebout 4500
NRC W1
GEOLOGIC TARGET: v
REMARXS: Dxil! end complets a horirontal Woticamp well with 22 stages
DRILUNG COMPLETION PRODUCTION FACILITY TOTAL
; umummeosm COSTS COSTS' COSTs COo8T8 CO8T8 .
] LI P - 3 - T e
m&mcm : Y X T Eo3 s D [ 1)
c-mmcmm —_—50. - s 210,000 .
Lnabw"‘ommm EETIES 2500 ~A.900 -
Mud Logging .. Y P L. : 16.000
, Mud Ciceulation Systsm —_—E . - : v
Mud & Chemicels . T | — 20000 PR F 17
Mud / Wastwwster Disposal D /T - - TR
Preight / Trensportation —_ = . 15500 - ey . - P50~
Rip Supervisian | Engtnaering — RN ~50300 - RO 7 < - S /X 1)
Drill Bits —_ . _®5d R - TS .
Foal & Powsr N — D T eSS
Drig & Completon Overteed P T 10.000 < 25,000
Plugging & Abandonmens — . P -
- Dirwctional Orfing. Surveys _— R N ~ 67500
, Complation Unlz, Swab, CTU - . ~ W00 30,000 D00
Wirellne, Sickiing v TES .. »eoo. . ims
High Pressure Pump Tk < T 400 - - T Tdps
Stimutstion < 1.180,000 1165000
Stimutation Flowhack & Disp - - . 0.500
Insurmnce - % - ;
Labor, i g 17.000 000 P
Retat - Surface 7650 LK 13,000 [ N~ - -
Renttal - Downhete Equipment T B0 . . . a50 16000 © 100,000
Rental - Living Quartsrs —_— @, . g =600 0pm. 63980
Contingency T ehalE T o P260 - ™ 430,143
TOTAL INTANGIELES » S 2A10283 - D 2288201 102,080 - 1Zpa0 - 4,920,573
S DRALNG . COMPLETION PRODUCTION FACIITY . TOTAL
ng ¥ U ) . - 1) | N
Intermediate Cazing A — Y - g . )
-Drifing iner - W . [ ~ 290800 _
Production Casing 227,128 o . 227 12
, Weihaad ) ) S50 500
Packsrs, Lines Hengers - 97,800 12000 . T s
Yanks | . - 50000 . 60,000
Production Vessels g V8000 800 112,
Flow Lines - . - ~
Redatring > T s
Artificlal Lift Equipment v 33000 —S5
Compresser - - - .
Surtace Pumps ° 0 500 - . T S000
. Nen-controtable Surtsce o< 8R0S0 . 1m0
Noo-corttrolisbie Downhole - - < -
Dowmhols Pusips . . . -
1 Hexs & Blwter Install T T - 2500 763000 11150
QGss Conditoning / Dehrydmtion S~ . - . -
* Imterconnecting Facllity Plping . - . P
Gathering / Bulk Lines - 5 B9800° . BO&0
Yalves, Dumps, Controllers - . ~ .
" Tank f Fecility Contatmment o = -
RareStack - . . . . - -
« Encirical / Grounciing - 18000, 58
Communications / GCADA . T 3 . r—
Instrumentxtion / Sxfuty . .- T < g2 S X2
e TOTAL TANGIBLES > 695,808 . ~37.800 383,500 B07.000 “. S TAMAT0S
A M TOTAL COSTE » - -+ 9,103,800 - 2,323,001 483,550 €90,800 - ¢+ 8,530,281
o PREPAREDBYMTADORPROWC'I'IONCOHPANY
.mmm Admn Langs Team Lead - wiit_b/T £
Cormpletions Enginesr;  Civia Canrt wie
- Protuction Engineer:  Jonn Ao
IIAI‘ADOR RESOURCES COMPANV APPROVAL:
o mume VP, COOKCFO VP - Res Engineertng VP - Drilling
. DEL BUR B
Executive VP, Legal Exc Dir - Exploration VP - Produciion -
CA NLF ™0
Presicens VP A Genars) Mamager
WV RCL
NON OPERATING PARTNER APPROVAL:
. - . Campany Name: Working Intarest (%): Tar i
. Signed by O
.po: Approval: Yes , No  (merk one)
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