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TMBR
z

Drawer 10970
Midlond. Texas 73702-7970
915-699-5050

Drilling, Inc.

Via Federal Express
Airbill No. 8297 4167 5428

January 22, 2002

James D, Huff

Lake Brenda Estates
506 County Road 2436
Mincola, Texas 75773

Re: Well Proposal
TMBR/Sharp Drilling Inc.’s Blue Fin “25” Well No. ]
N/2 Scction 25, TI6S, RISE, N M.P.M.
Lea County, New Mexico

Dear Mr. Huff:

TMBR/Sharp Drilling, lne. hereby proposes to drill its Blue Fin “25" Well No. | at 3
standard well location in Unit E to a toial depth of approximately 13,200 feet to be dedicaled to a
standard 320-acre gas spucing unit consisting of the N/2 ol Section 25, T168, R35E, N.M.P.M.,
Lea County, New Muxico, o et for production from uny tormation/peol currently spaced on
320-acre gas spacing units.

Based upon our most recent intormation, James D. Huff has a 14.6875% interest m this
spacing unit based upon its working interest awnership of 4.50 acres in the W72 NFE/4 and 42.50
acres in the £/2 NE/4 of sawd Section 25.

Please find enclosed a capy of TMBR/Sharp Drilling, Inc.’s AFE which sets forth ils
estimate of the cost of drilling and completing this well. At this point, we have obtained the
control of 81.7365% of the spacing unit.

Should you clect ta participate, please sign the attached AFE and relumn it 10 me and upon
pur teceipt our proposed Joint Operating Agreement will be forwarded 10 your for your
executian,

Yours muly,
TMBR/Sharp Drilling, Inc.
Jettrey D. Phillips

President

Enclosure
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H TMBR/ Sharl) Drillillg. INC. Al Number £ 21 Jun-0
ALUTHORIZATION FOR EXPENDITURE well Na.l,
f.eton Seuihic San Coundy. Paresh I ovation
Bluc tin 24 MNew Muaan s POT PINE s G WL Sew. 230 ELGY, b ST
Accr COSTTO COMPLETION TOTAL
Conle. INTANGIDLE DESCRIPTION CASING POQINT COST WELL COST
1 {Surveys 7 Permits 7 Bondxs 1200 1.200
2 JRoads/Lucanon’Dumages 30000 30,000
3 IMab/demob N 25000 25.000
Drilling Canjriact-
5 | Duywork:30 days At 58520 /day. 300440 25 560 426.000
4 | Famage
7| Complevan Linic 135 days A § 2000 /day 30 000 30,000
8 JMud/Chemiculs 35000 35.000
9 IWaier 18000 3.000 21,000
10 [Cement/Comenting Services 38600 18,000 56,000
{1 |FuekElectriciy/Generotar/lighes 28200 1.800 30.000
12 | Biss 55000 65,000
t3 {Reamvers siabilizers 15000 15.000
14 | Seivee Egquipment 2000 5,000 7.000
1S (EqQuipment remals 10000 5.000 15.000
16 |Wire line Unig
17 IMud Lopping PatcorBioassuy 18000 18,000
1x {Open Lole Logging L 25000 25.G00
£ 112 Siem Testing and coringe L 20000 20,000
. Lo ['Fubular inspechioe Testing 3000 1,500 4.800
21 | unsponaton (land) 3000 2,000 5,000
13 [Equipment inspection/icsunyg, 2500 2.000 4 550
23 [Cusing Crews/Toogs 4500 2.500 7.000
14 | Drilling Overhead G500 1.500 8,000
25 |Supervision 2750 5.500 8.250
2u [Cuscd Mole Logging & Perl’ 5.500 5.500
27 [Simutavon 15,000 15,000
28 |Production Testing 10,000 10,000 |
29 {Completion Fluids 2,500 2.500 |
10 [Fishing Toonls, Supervisor 5000 5,000 '
3 JCaniract labar 2500 3,000 5,500
31 {insurapce 8758 2,919 11,678 !
24 |Fing und Abandeon 15000 15,000
34 |Contingency (7%) 54004 9960 $64. 864 |
TOTAL INTANGIRLE ESTIMATED COST $839.250 $£162,239 $991,489 ]
TANGIBLE DESCRIPTION
33 Canductar
16 | 5CO of 13 38" 54.5 M 18.8Q/FT Surface Cusing 7.750 7.7580
37 | 5000 of & 5B A0# @ 13.CO/FT Interrmediate Csg 65.000 655,000
33 Intermediaie Csg
b Intermediate Csg
‘ 40 | 12,00C ai /7 2G4 @ 11.50FT Praduetion Csg 138.000 138,000
41 {2006 o 4 12" V.0 60 3.7S/FT Liner 11,500 11,500
42 | *3000° of 2 748" 6.504 @3.20FT  Tubing | 44,180 44,180 i
at Tuhing [
a3 Tuhing
435 [Wellhead Equipment 4,200 2.000 13,200
+6 [Floar Fquipment 4,000 6.000 10.000 ]
47 |Linsr Equipment 5.000 5,000 )
4¥ [Pumping Unig / Base / Engine
49 {Sucker suds, Polisied Rods
50 fFroducing Equipment. Tunk Bauery. Flowhne 30.000 30.000
51 IFlewlhines, Vavies, Fitings/Connections 8.000 8,000 1
§2 {Packers & Other Subsurface Tools 5,500 6.500 _]
i) [Coinpressor
24 {Miscelanenus Sale [tems 5,000 5.000
B ss [Contingenwy (7%) 5.667 18,421 24,088
| TOTAL TANGIBLE ESTIMATED COST $86.617 $281,581 3363.198
TOTAIL AFE ESTIMATED COST $925.867 $433.820 $1.359.687
ABRPROVAL AND ACCEPTANCE 1T I8 RECOGNIZED THAT AMGUUNTS HEREIN ARE CSTINIATES ONLY AND ANPROVAL b
GP VHS AUTHOUIZATION SHALL LXTEND 70 THE AC 1UAL COSTS INCYMRED IN
Punlcnpum - INCONDHCTING THE OFLERATION SULCIFIED. WHETHGR MORE QR Lias THAN TI1H
HEREIN SET OU1
WL . t Wish tu be covercd by TMUH/SIavy's Linw awt waursnce.
Title 1 DONOY Wigh 14 be cavesed hy TMEBRATIUTE Blow anr iliusunce. i




