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TMBR/Shar

é Drifling, Inc.

Drawer 10970
Migiond. Taxas 73702-7970
915-6399-5050

Via Fedceral Express
Airbill No. 8297 4167 5428

January 22, 2002

Tumes D. Huff

Lake Brenda Estatcs
506 County Road 2436
Mincola, Texas 75773

Re: Well Proposal
TMBR/Sharp Drilling Inc.’s Blue Fin *25” Well No. |
N/2 Section 25, TI6S, RASE, NMP.M.
Lea County, New Meaico

Dear Mr. Huff:

TMBR/Sharp Drithing, ne. hereby proposes to dritl its Blue Fin “25" Well No. 1 ata
standard well location in Unit E to a toral depth ol approximately 13,200 feer to be dedicated to a
standard 320-acre pas spacing unit consisting of the N/2 of Secnion 23, T168, RISE, N.M.EM.,
Lea Caunty, New Mcxico, Lo test lor produciion from any formationspool currently spuced on
320-acre gas spacing units.

Based upon our most recent mtormation, James D, Hutf has a 14.6873%, 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 said Sccuon 235.

Plcase $ind enciosed a copy of TMBR/Sharp Drilling, Inc.’s AFE which scts forth 118
estimate of the cost of drilling and completing rthis well. At this point, we have obtained the
contral of 81.7365% of (ke spacing unit.

Should you clect to participate, please sipgn the attached AFE and returm it 10 me and upon
our receipt our proposed Joint Operating Agreement will be forwarded 10 your for your
execution.

Yours truly,

TMBR/Sharp Drilling, Inc.
Jettrey D. Phillips
President

Enclosure
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{ TMBR/ Sharp Drilling, INC. 1 Number - rtona
- ALUTHORIZATION FOR EXPPENDITURE Wel? Ml
fedon Searte Y.\m:; [QNVITIIVES l‘;m,h_’; Focanne
Sluc i 25 Jﬁr‘w Meaico Hwn l.u 13 PINL L 2 TWE L Sew 250 1 T6S. b ST
Acur COSTTO COMPLETION TOTAL
Conle INTANGIDLE DESCRIPTION CASING PQINT COST | WELL CUST
v [Sarveys ¢ Permits 7 [Honds 1200 1.200
2 {Rouds/Locsiion/Damages 30000 30,000
3 INInpsdemon . 25000 25.000
+ |Drlling Conitier- N l
5| Duywark 30 days ALUSES2G iduy. — 100430 4_4__ 28,560 426.000
6 | Faawage
7| Conwpiewun Linic 13 days A3 S 2000 /doy 30 000 30.000
s IMud/Chenncals 35000 35.000
2 iWaer 18000 3.0c0 21.000
10 JCenment/Cementing Scrvices 38000 18.000 56.000
11 [Fuek Llectrieny/Cenaratardight:, 28200 1.800 30.000
12 [[is 55000 65.000
11 |Reanerss sishilizers | 15000 15.000
14 [Seivice Kquspiment 2000 5,000 7.000
18 fEquipmert remals 10000 5.000 15.000
10 {Wire hine Unit
17 |Mud Logging/ ["atca/Bioassuy 18000 18,000
1% {Qpen THole Logging 25000 25.000
[ o 10 Siem Testing aod corne { 20000 t_7 ) 20,800
. 2o | Paaatur taspecnow Tesung { 30Q0 1.500 4.500
2 Ceunapomatan (laad) 3000 | 2,000 5.000
24 {EQquipmicet inspectiun/icsung 2500 2.040 4 590
23 |Caming Crews/Taogs 1500 2.500 7.000
14 Dolhing Ovuerhwead 5500 . 1.500 B.0a0
23 jSupcrvision 2750 5.500 B8.250
2u |Cuscd Moale Loagimg & Pert 5.500 5.500 —‘f
27 {Sdmutauon 15.000 15,000 R
23 |Production Testing 10,000 10,000 ]
29 [Completon Fluids 2.500 2.500 J
1 [ Fishing Tonls, Supervisor | 5000 5,000 !
35 |Caneact labor 2500 | 3.000 5,500
531 |{insurunce A756 2,919 11,675
. 25 [ Plog and Abandaen 15000 15.000
34 JContingency (7%) 54904 Q960 $64.864
TOTAL INTANGIRLE ESTIMATED COST $839.250 $£162,239 $991.489
TaNGIBLE DESCRIPTION
Rt Conduclor
16 | 5C0 af 13 147 545 GRS EQFT Surlace Casing 7.75Q { 7.750
371 530U af @ 9/8” 40# «p 13.COFT (ntermediate Csy £5.000 65,000
14 Intermediate Csg
39 Intermediate Csg
. 4D ) T2.0CC ai 7 208 @Y 11.50FT Production Cag 138.000 138,000
31 {20UG o 3 1.2% V1 e 3 25T Liner 11,500 11.500
A | 13000 of 2 7/R G508 @ 3. 2LFT Tubing 44 180 44,160
" Tubing
44 Tulng
43 |Welthead Equipment 4.200 9.000 13,200 -
40 [Floag Fquipment 4,000 5,000 10.000 ]
47 [Liner Equipment 5.000 5.000 !
44 [Pumping Umit/ Base / Engine
49 {Sucker ruds, Polisned Roda
s0 |Producing Eguipment. Tunk Baugry. Flowhne 30,000 30.000 |
51 [Flowhnes, Vavies, Fitings/Connections 8.000 8,000 j
$2 {Packers & Other Subsurface Tools 6,500 6.500
it {Coinpressor —
34 {Miscelaneous Sale liems 5.000 §.000 J
B ss {Cantingeancy (7%) 5667 18,421 24.088 (
" TOTAL TANGIBLE ESTIMATED COST $86.617 $281.581 3368104
TOTAL AFE ESTIMATED COST $825.867 1 $433.820 31,359.687
AFPROVAL AND ACCEPTANCE JTIX RECOURMIFED THAT aMOUSTS 112G ARE €57 MATES ONLY  AND AN-ROVAL f
CP VR AUTHRGUZATION SHALL LXTISD 10 THE A tus STS INCITMRTO (N l
PHI’\IL‘APJ"\(__ R _ INCONOCCTING THE QIFGHATION 30 L0 FIED. Wi THILR WOUE QR L THAN Hie ‘
HEAEM SET U
' | . § Wish 10 he covescd by TMULIUShap's BINw aul sasnrsncg ‘
lide 1 BOND T Wik i bu cavered by TR SUNE 6luw onr ifisurunce. :
signotues . I . Duwe .
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