Jul 27 2011 12:13PM HP LASERJET: FAX '~ 505-982-2151 p.2

STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARINGS CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:
APPLICATION OF CIMAREX ENERGY CO, FOR
COMPULSORY POOLING, EDDY COUNTY, NEW
MEXICO. Case No. 14,682
APPLICATION OF CIMAREX ENERGY CO, FOR
COMPULSORY POOLING, EDDY COUNTY, NEW
MEXICO. Case No. 14,633
APPLICATION OF CIMAREX ENERGY CO. FOR
COMPULSORY POOLING, EDDY COUNTY, NEW
MEXICO. ~ Case No, 14,634
APPLICATION OF CIMAREX ENERGY CO. FOR
COMPULSORY POQOLING, EDDY COUNTY, NEW
MEXICOQ. Case No. 14,685
SPONS PPOSI TO MO TO RE-O

Cimerex Energy Co. ("Cimarex") submits this response in opposition to the motion to re-
open these cases filed by COG Operating LLC ("COG"), and states.

1. Cimarex owns 62.5% of the working interest in the NW¥% of Section 32,
Township 18 South, Range 26 East, N.M.P.M., and another 12.5% of the working interest has
executed Cimarex's JOA in that acreage.

2. Cimarex proposes to (initially) drill vertical four wells in the quarter section.

These wells are the subject of the above cases.
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3, COG and a related entity (Concho Oil & Gas LLC) own 25% of the (unleased)
mineral interest in the NW¥% of Section 32. Cimarex proposed the four wells to COG on April 8,
2011. See Exhibit 1 (the verified statement of the landman) submitted in each case.

4. After receiving no response from COG on its well proposals for 2-1/2 months,
Cimarex filed the pooling applications and timely notified COG of the applications. Exhibit A.
COQG never filed an entry of appearance or objected to the applications before the hearings.

3, COG seeks to re-open the cases based on (i) mistake in not responding to the
pooling applications, and (ii) an allegation that horlzontal dﬁll:lng is the better way to develap
Seotion 32,

6. This is not a case where the applicant mailed notice to the wrong address, or

~where the pertinent personnel did not receive the notice of hearing. COG received notice and
simply didn't respond. Unilateral mistake is not a reason to re-open these cases.

7. - 'Likewise, the alleged superiority of horizontal drilling is without merit. COQG has
attached no data supporting‘its allegation of the need for horizontal drilling.! 'In any event, COG
is free ta propose and drill two laydown horizontal wells in the S% of Section 32, where Cimarex
OWns no inte:re;s‘t.2 Cimarex does not want to participate in expensivé horizontal wells which -
produce less reserves than ve;'tical wells.

8. F inafly, Cimarex will be prejudiced if the cases are re-opened. First, Cimarex has
obtained and paid for a surface use agreement with the surface owner. Exhibit B. Second, these
wells were scheduled for drilling in early September, and may have to be delayed if the cases are

re-opened.

! In fact, Cimarex can show that its vertical drilling results in the Yeso are superior to horizontal drilling,

2 Ciﬁmrex also owns 100% of the working intersst in the NEY of Section 32, has permitted 4 vertical wells
in that quarter section, and has constructed its first location.

2
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9. COG has not shown any harm that will occur to it from denying its motion, and
issuing orders in these cases. There must be finality in cases such as this where the applicant has
followed all of the Division's requirements.

WHEREFORE, Cimarex requests that the motion to re-open be denied.

Respectfully submitted,

s Bruce
Pos Office Box 1056
Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Cimarex Energy Co,

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing pleading was served upon the following
counsel of record this jﬁjlﬁ day of July, 2011 by facsimile transmission:

Ocean Munds-Dry

Holland & Hart LLP

P.O. Box 2208

Santa Fe, New Mexico 87504
fax: (505) 982-6043

tames Bruce
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- JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE,NEW MEXICO 87804

LY MONTEZUMA, NO\ 213
BANTA FE, NEW MEXICO 87501

(305) 982.2043 (Phone)
(505) 660-6612 (Celty

(40X) 982-2131 (Fax) .
Iamesbruciiigplsom

June 16, 2011

CERTIFIED MA]L = RE LURN RECEIPT REQUESTED

To: Petsans on Exhibit A
Ladies and gentlemen:

Enclosed are copies of four applications for compulsory poaling, filed with the New Mexico Oil
Conservation Division by Cimarex Energy Co., regarding the NWWUNWY, NEVINWY,
SWYINWY, and SEVANWY of Section 32, Township 18 South, Range 26 East, NM.P.M,, Eddy
County, New Mexico,

These matters are scheduled for hearing at 8:15 a.m. on Thursday, July 7, 2011, in Porter Hall at
the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You are’
not required to attend these hearings, but as a possible owner of an ‘intersst which may be
affected by the applications, you may appear and present testimony. Failure to appear at that
time and become a party of record will preclude you from contesting these matters at a later date.

A party appearing in a Division case is-required by Division Rules to file a Pre-Hearing

_Statement no later than Thursday, June 30, 2011. This statement must be filed with the
Divigion's Santa Fe office at the above address, and should include: The names of the party and
ita attorney; a concise statement of the case; the names of the witnesses the party will call to
testify at the hearing; the approximate time. the party will need to present its case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Ve trulyyoursE : '
e .

§ bruce -

ttorney for Cimarex Energy Co.
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EXHIBIT A

COG Qperating LLC
Concho Oil & Gas LLC
Suite 100

550 West Texas
Midland, Texas 79701
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STATE OF NEW MEXICC §

, § KNOW ALL MEN BY THESE PRESENTS:
COUNTYOQFERDY - § ,

Wanda Wiisen, a widow, whoss maillng address is 235 N. Lalke Rozd, Artesls New
Mexioe 882710, and'David Wilson and wife, Diana Wilson whosa malling sdddrese la
80 Weyt Kincaid Rench Road, Artesia, New Maexico §8210, herelnafer rafersd to
collectively as “Grantor’, hereby grants to Clmarmx Enargy Co., whosw mailing address
is 600 N. Matienfeld Streat, Sute 800, Midland, Texes 76701, harelnafier refarrsd 1o a8
‘Grantee®, Ita successors and assigns, the right to ingress, sgrese, easamant, righte of
way and use of the following described tracts of land (the “Land®) siuated In Eddy
County, New Musico: | .

g » o BNGS - ST, IN. .
Sectlon 28 ER23W/4, WRSEHM
SBaotlon 82: N/2
Contalning 480 acres af land, mara or lasa, In total

In addfticn to tha Land desaoribad above, thia Agrasment shall alao sevar, nelyde whd
perteln 1o mny ethar fans swred By Grantor, rejardiest Whather or nat such land [
spaoifically desoribed haraln, '

In ponalderation of the terma, senditions and covenans herelnafter racitad, the recelpt
and sufficiency of which are hemby acknowledned, it 1s agreed and undarstood that
auch conslderstion shall cover sny such matters of ingrese, egrese, emasment and
rights of wey necessery end any damegses reauitant fram or assediated with tha drilling
and complation of wells located on the Land, :

Rrill Sita Lovationg:

1)  Grantee shall pay Grantor the cash sum oAU Dollers

for amch dill site location that @Grantor constructe on the Land for the drliing of a new
well or tha re-entry of a plugged and abandoned wall, inoluding the drilling of sattwater
dleposal walls. This amount ehall represant surface damages for the reasonable usa of
the surfaca of the Land for the drill 'tz location, noluding, without linitation, the drill sits

and any driling and production aguipment located therson, including, but not imibad to,
pumping units, production lines, fow ines and tank batterles.

2} Grantas shall stockpile, adjacant ta tha doll site lacatlon, any topsoil taken during
. the construction of the drll slte. Prior to the commencemant of drilllng operations,

Grantes shall fance-off the entire drill site location with a fencs ¢apable of tutming cettle,

Each drlll sita locafion shall remain fanced-off for the duration of drilling operations.

21) If the well is & producer, Grantas shall redistribute the topsoll over any
portion of the drlll sita (pcation thet Grames will not continue to uss for ite operations;
however, Grantee shall be. antifad io ues as much qf the Land us js reasonable @nd
prudent for the performanca of its oparations. Grantee shall reseed the reclaimed
- portion of the drill aite location with ten (10) timss the racommendead gesding quantity of
five pure ilve sead (6 'PLS) pounde per acre of Eldecate Gama seed. Grantes shall
mantain 4 fance capable of tuming catfle around the perimeter of the portion of tha drl
alts focetlon that Grantee will continue to use for ke operations. Fences shall be bufit
with & hog-wire-type material and shall have two strands of barbwire at the fop. Grantes
shall braca fences with four (4) comer pogts and ahall install & swinglng gate at the
antrancs to eaoh wall site location.
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2.2) Hthe wellls a dry hole, Grantas shail remove tha caliche pad and redistrltute the
topaoll ovor the diil slto Jocation and reatore the surface of tha Land as near as is
regsongbly possibie to iis condition pror to drlling operations, which shall nolude
rassading the entire drll she location with ten (10) thmas #ha recommendad esading
quantlty of five pure live geed (8 PL&) paunds per acre of Sidecais Grama esed,

Ereshwater PIt Steffone;
3) Grantee shall pay @rantor the cash sum o MENENERNENGN, Dollars

for each freshvwater pit staflon that Granies construcis on tha Land. This amount shall ’

reprasant surface dameges for constructing, eracting, ingtalling, opsrating, malnieining,
ingprating, using, replacing, repelring, moving on end removing fram the Land &
freshwater pit station and any equipmant nesded to operate same, inoluding sfructures
of whatever kind, machinery, engines, pumps, squipment, appliances, fadllites, meters,
plpes, lines, regulatars, fitlings, valves and any other struchure as may be necassary i
operate & frachwater pit ebation. Grantee shall consult with Grenter a3 1o the beativn of
the freshwater pi station prior te staking and surveying same.

4) Grantes shall stockplie, adjacent o the locatlon of the freshwater pit station, all

solf that has heen excavated during the digging of the pit, and shall line the pit with .

meterial of sufficlent thicknesy & pravent the 2scape of water oh &f ino the Land. Lipan
writtan raquest of Grantor, Grantaa shall fenoa-off the anfire loeatlon, Insluding the pit,
areas where callche fas besn laid, roade bullt areund the pit, tank battetiss and any
squipment that hes baen placed on the locatlon of the pit statlon, WihIn s (6) months
aftar Giatitda no longsr usee tha freshwatesr pil sisfion, Grantes ehall remove aff
atructures and equipmant assacigted with same and iaval the sUrface of the Land, and
reatore the surface of tha Land as naar aa reasonably pasalhiz s its condition prizr 1o
eansruction of the freshivater pit station, which shall include rseasding tha looston of
tha freshwatar pt atatian with fan (10) imes the recommended ssading quantty of fid
pure five séed (5 PLS) pounds per axrs of Sidevals Arams geed.

&) Grantes shall pey Smantor the cash sum MNW@- per barrsi
for dieposing of il fisid' produced wader from wells not jovated on the Land. Grantee
ghall not ba required to pay or campenasta Granter for dispoaing of ofl flald producsd
water from its wells (ocated on the Land, . )

New Road Consfruction:

8) Orantse shall pay Granior the cash sum of WlNE Dollars WNENER per rod for
any naw road eonsiruated by Graptes on the Land. New roeds congtructed by Grantee
shali not excaed twenty feet (20°) In width. Grantee will be responsible for maintelning
new roads and shall not allow Rs vahicies o enlarge the margin of sald roeds, Grantas
shall conault with Grantor as tc the placament and rauta of any such road baefors
construction s underway; however, Grantar shall ba reasonatie In s location, Grantes
shall have the right to use any existing road looated on the Land but muat obtain
Qrantors pomiasion before utlizing same. It necessary, Grantes shall upgrade any

. exlsting road In need of rapalr befers ufflizing same. Grantes shall not ba required i

pay Crantor for ite uss of any existing roads.

7.)  Ifany fence located on the Land fa eut a¢ a resylt of Gramtes conetructing a new
roed, Grantea shall properly brace sams befora cutting and, upon written request of
QGrantor, shall install and maintain & cattie guard’ across the cut saction of fence with a
plpe gate capable of being locked, -

B) When Gramtes no longer uses a road, or portion thereof, o access s wella
located on the Land, Grantse shall, upon writen raquest of @rantor, remove the
meterials ullized to conatruct the road and rastora the surface of the Land as near as
reasohably pessible to ite conditon prior to the construction of same, which shall

i
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including reseading the reclalmed porfion of the road with ten (10) times the
recommended seeding quantity ¢f five pure liva sesd (5 PLS) pourds per acre of
Sldenats Grama ssed.

E!gallng;

B) Grantae shall pey Ghentor tha cash sum of Dollars parrod for any

grmanent pipeline, slght inches (3" or larger In dlametar, that Grantse Installs on the
Ennd. Any such pecmanent plpaline Installsd by Grentee on the Land =hafl be burled
below ordlnary plow depth or wanty-three inches (28°), whichavar lo tha shaflowsr
depth. T

10) Grantee shall not ba required to pay or anmpeansate Grantor for temporary lines,
including, but not imited 2, preduction Jines, flow linas and water Iines that sre emaller
than alght Inchea (8% In dlameder, Grantes ahall nat be required to bury temporary lines.
Grantaa shall placs all temporary I'nea directly adjacant ta and alongside of mads.

Power Linas:

11.)  Grartes shall pay Grantor tha cash sum M”Ddhﬁ por
hole for each hole driled or dug on tha Land for tha Installatien of electricsl poios Used

to support pewer linas. Power linee shall ba instalied ae closa to roads as reasonehly
possihle without Intedfaring with Grantes's sperstions.

Purchaced Materiala:

12) Grantas has the option to purchass sand and fcpebil owned by Grantar for the
construction, modification or remedlation of drlll site kcatione and accsszs roads locatad
on the Land at a rate of {gCcliars SR par cublc yard.

13) Gmantea hes the option {o purchase fresh water produced: frorm Granter's warter
well for ita driliing and complation operations at @ rete of RS ents QN per barrel,
provided that Grantor's water well is capable of producing the quartty and quality of
freshweter required by Grantee for 8 oparstions, Grartee must obtein Grentor's
permission befora vsing any exdsting water wall locatad on the Lend. Grantee shal
furnish &l equipment nseded fo cperats and scourstely metsr the water well and ghall
be responsible for cbtalning all necsssary pemits from the governmental agency
having Judedlction over sama. Grantea shall ba entitted 10 recoup from its water use, on
& buels of YIECents QIIEEPer dsmal, the costs Incurred By Grantse to drill, equip

and run waber (hes Trom the wall before being raquired te purchass watar from Grantor.

‘The terms of thie paragraph shall aleo apply to any new water wall drillad by Grantee on
the Land., Granter shall have ‘the right to takeovar for Ite own pereonal use any water
well that I na loniger being used by Grantee. In the evert Granior should checsefo
taka ovar a water wal, Grentee shall aaglst In filing any paperwork requirad by the
governmental agency having jurisdiotion over same o evidance Ganfor's use snd
ownarehip of any such well. Grantor shali ba sclely respansible for any eush well upon
taking over seme. .

14.) Ifany woll locatad on the Land 'a plugged and skandoned, Grantee shal, within
gl (8) manths thereof, rarmove any and all equipment used directly or Indirectly by
Grantos ge it portains {o the abandenad well and shall thereafter regtors the sie ea
naar a raasonably posaibla to its orginal condition,

18,) Grantes shall be salely responsible and lable for any hamm or injurlza causad to
parsons or properly as a result of Grantea's operations, and ahall indemnify and hokd
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Grantor and thelr trustees, officers, amploysss and agents harmmleass from snd against
any and all clalms, chargee, azsesaments, damages, axpenszes, finas or penaltiea
incurred In defenes of Grantor as & rasult of Grantes's oparatione; providad, howaver
that nothing herein shall he conetrued to requive or obligate Grantee io indemniy
Grunter Against, or hold Grantor harmless frem Grantora own negfigent acts or
omistons.  Further, Grantee shall indemniy and save Gmartor end his trustees,
cficers, employess  and agents harmless from any and all demeges, cleanmup
expenses, fines, or penalties, raaulting from a fire or any vioietion of, or nen-compianca
with, appliceble local, state, or focleral lawe and ragulstiona regulthg from Grantes's
operations, :

Ganips's Rights;

18) Notwlthstanding anvihing hereln contained to the contrery, this Agreemsnt s
mada withaut prafudioe ae to the rights of Grantas pursuant to anry existing Ofl, Gas and
Minerel Lansa or othér agreemsnt oovering. the Land and nothing nersiis shall be
cofistiied o lesen or altar Grantee's vights under any such Oil, Gas.and Minem
Leass cr agrasment. . : .

THIS AGREEMENT shall ba binding on the perty's syzceeases, sesigne, agents nd
representativaa.  Gramise's agenty and/or indapandent aontractora whe anter onto the

Land, shall comply with tha tarme and condifons 3at farlh herwin. The oovenants
-hereunder shall ba performaiie In Eddy County, New Mexico.

IN WITNESS WHEREGF, this Adresmant (s exacutad thaé_u&ay of June, 2041,

Grantors:
Wanda Wilson
By.  Wands Wilson

David Wiison
AN A

By: = David Whaon

BRiana Wilgon

]
L]

By:  Dfana Wilson

Qrantee:

Cimarex Energy Co.

4.8

By: Réger Aloxaider, Attorney-inFa




