
Cimarex Energy Co. 

600 N. Maficniold St. 

Suite 600 

Midland, Texas 79701 

PHONE 432.571.7800 

April 20, 2011 

•Leasehold Owner Address: List on Page 3 

Re: New Well Proposal-Colorado 6 Fee No. 1 
, Township, 19 South, Range 26 East, N.M.P.M. 

Section 6: NW/4SE/4 
Eddy County, New Mexico 

Dear Leasehold Owner: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Colorado 6 Fee No.1 Well 
at legal location in; the NW/4SE/4 of Section 6, Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexico. 

The intended surface hole location for the well is 2310' FSL & 1650' FEL. The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It .should be: understood that compliance with topography or cultural or environmental 
concerns, among others, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any.such modifications. 

Enclosed, in.duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for. the Colorado wells. If you intend to participate, please approve and 
return one (1) original of the enclosed AFE and one (1) original of the signature page to 
the. Operating Agreement, along with your contact information to receive well data, to 
the undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling operations; otherwise, you will: 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost. 

In the event you do not wish to participate in drilling the Colorado wells, Cimarex will' 
consider acquiring, a. term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and. is based, on the following general 
terms: 

; Oil Conservation Division 

< Exhibit NoT"2/l 

C/MARE 



New Well: Proposal-Colorado .6 Fee No. 1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section^: NW/4SE/4 
Eddy-County, New Mexico 

i. ) Bonus consideration of $1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to the difference between 25% and current 

lease burdens; 
iii. ) Primary term of Two (2) years with 180-day continuous development 

thereafter 

Please eail the undersigned with any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Colorado 6 Fee No.1 Well 

Elects TO participate in the proposed Colorado 6 Fee No. 1 Well 

Elects NOT to participate in the proposed Colorado 6 Fee No.1 Well 

Dated this day of . ,2011. 

Company:. 

Signature: 

Printed Name: : ' 

Title:- " 
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New Well Proposal-Colorado 6 Fee No. 1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: NW/4SE/4 
Eddy County, New Mexico 

If your election above is TO participate in the proposed Colorado 6 Fee No.1 Well, then:. 
i 

• i . 

______ Elects TO.be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by weir control insurance procured by Cimarex 
and agrees to provide Cimarex with, a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex 

Leasehold Owner Address List 

Via: Certified U.S. Mail-Return Receipt No.91 7108 2133 3937.9627 5596 

Yates Petroleum Corporation-
Abo Petroleum Corporation 
MYCO Industries, Inc. 
Attn: Chuck Moran, Chief Landman 
105 S. 4th Street 
Artesia, New Mexico 88210 

Via: Certified U;S. Mail-Return Receipt No.9T 7108 21.33 3937 9627 5589 

OXY Y-1 Company 
Attn: Katie A. Almeida, Land Negotiator 

. 5 Greenway, Plaza, Suite 110 
Houston, Texas 77046-0521 ; . 
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Authorization For Expenditure 

GomlMny.EhlltW; 77.'". ;&?&!83®6t 

Cimarex Energy Co. February 2 5 , 2 0 1 1 ' 

^Reg ion : " | : . . ; ; ^ ^IWellfName 

Permian Colorado 6 Fee 1 Paddock Extension-West 

RrqperwiNurriber. 

Uira"[idh:-4 H - w . , . - . ^ ' , ' • * . . » " A i; . ' • 
Sec.6-19S-26E J Eddy 1 NM 

1 

Oil | X I Expl X Sec.6-19S-26E J Eddy 1 NM 
1 Gas j IProc/ 1 

Original Estimate ® ! ! . 1 3,000' 
Revised Estimate 0 
Supplemental Estimate o ! 1 | 3,000' 

Rr6ie«;De'scrlpti6h*if|".?g 
Drill and complete a Glorieta/Yeso vertical hole well. 

Intangibles Dry Hole Cost After Casing.Point ! Completed Well Cost 
Drilling Costs $387,600 I $387,600 
CompletionCosts $514,000 I .$614;000 
Total Intangible Costs $387,600 $614,000 • $1,001,600 

Tangibles 

Well Equipment S26.000 $280,000 I $306,000 
Lease Equipment $69,500 1 $69,500 
Total Tangible Well Cost $26,000 $349,500 $375,500 

Plug and Abandon Cost $30,000 -$30,000 I $0 

Total WelliCost. $443,600 $933,500 $1,377,100 

.Cbrnrhentsidn .WelliCost's 
1. All tubulars.well or lease equipment is priced'by COPAS and'CEPS guidelines using the Historic Price Multiplier. 

Unless otherwise indicated below, you,,as a non-operating working interest owner, agree to be covered by'Operator's well control insurance procured by Operator so 
long as.Operator conducts operations hereunder and to pay your.prorated share of .the premiums therefore. If you elect to purchase your own well control 
insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits,.at thetime this AFE is returned, if available.but in no event 
later than commencement of drilling operations. You agree that failure to provide the certificateof insurance/as provided herein,.will result in your being covered by 
insurance procured by Operator. 

O I elect to purchase my own well control insurance policy. 

Wellcontrol insurance'procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit coverage for well control and 
related redrilling and clean-up/pollution expense covering drilling'fthrough completion) with a $1,000,000 (100% W.I.) deductible.. 

Mark¥tinB]Eiectl6h': • -, 
Cimarex sells its gas under arm's-length;contracts with;third p3rty'purchasers. Such contracts may include fees. In addition/penalties may be incurred for insufficient 
volumes delivered over time. Should you choose to market you share of gas withCimarex, you will be subject to all of the terms of such contracts. Upon written 
request to Cimarex's Marketing Department, we .will share with you the' terms and conditions pursuant to which gas will be sold. 

• I elect to take my gas in kind.' . , 

• lelectto market my gas.with Cimarexpursuantto the terms and conditions of its contracts. 

mam®" < •:--^'xr-H^-^" The above costs are estimates only and'anticipate trouble free operations without any foreseeable change in plans. The actual costs may exceed the estimated costs 
without affecting the authorization-fan expenditure herein granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of 
actual legal, curative; regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. 

Cimarex Energy.Co: Approval 

• , . ' iDnllingaridfcompletlon Manager.. , ' ,.v •, ReglS^alpSiageCw. j l J - . . _ « ^ s _ r i * i _ s | 

Ryan Braxton j Doug Park Roger Alexander 

Joint Interest Approva l 

Company :„' . 

4/20/2011 1:46 PM 



Project Cost Estimate 

Lease Name: Colorado 6 Fee WellNo.: 

Intangibles 

floods & Location Preparation / Restoration $30,000 nice. 100 $3,500 $33,500 
Damages • 0IDC1O5 $4,000 DICC.105 $1,000 $5,000 
Mud/Fluids Disposal Charges $30,000 $13,000 $43,000 
Day Rate -51 OH Days '2\ACPDays@ 13;500j Per Day $68,000 nicc.iso $27,000 $95,000 
Misc Preparation Cost (mouse hole, rat hole, pads, pile clusters, misc.) $12,000 $12,000 
Bits $15,000 $0 $15,000 
Fuel •5$2.80 Per Gallon 800 Gallons Per Day $11,000 $4,000 $15,000 
Water/Completion Fluids l',900|PeYggy $10,000 DICC.I35 $63,000 $73,000 
Mud & Additives $12,500 $12,500 
Surface Rentals , 1;000| Per Day $5,000 $40,000 $45,000 
Downhole Rentals DIDC.15S $16,000 $32,000 
Formation Evaluation (DST, Coring including evaluation, G&G Services! $0 
Mud Logging $21 Days @ I 152001 Per Day DiDC.I70 $4,500 
Open Hole Logging $20,000 

$48,000 

$20,000 
Cementing & Float Equipment OIOC.3.85 $15,000 $20,000 $35,000 
Tubular Inspections $2,000 DICC1KS $1,000 $3,000 
Casing Crews OIDC.195 $5,000 $5,000 $10,000 
Extra Labor, Welding, Etc. $3,000 $10,000 $13;000 
Land Transporation (Trucking) $3,000 $5,000 $8,000 
Supervision Per Dcy $12,600 $12,000 $24,600 
7ro/7cr House/Camp/Catering 700 Per Day OIDCISO $4,000 $1,000 $5,000 
Other Misc Expenses $2,000 $2,000 $4,000 
Overhead 3001 Per Day $2,000 $2,000 $4,000 
Remedial Cementing • 3IDC.3J1 $0 $0 $0 
MOB/DEMOB $45,000 
Directional Drilling Services .0\Dnys@ ] '8,0001 Per Day 

S45,000 

Dock, Dispatcher; Crane 

Marine & Air Transportation 

Solids Control •3;'000j Per Day, 

Well Control Equip (Snubbing Svcs.) 

Fishing & Sidetrack Operations 

Completion Rig -3| Days @ \ 3,500 

Co/7 Tubing I Days@ I 

Per Dav 

Per Day 

Completion Logging, Perforating, WL.Units, WLSurveys 

Stimulation 

Legal/ Regulatory / Curative 

Well Control Insurance i$035| Per Foot 
Contingency ';5%\of Drilling Intangibles 

\Construction For Well Equipment 

Construction For Lease Equipment 

Construction For Sales P/L $5,500 $5,500 

Total Intangible Cost $387,600 $614,000 $1,001,600 

Tangible - Well.EquIpme'nt *S'.*S?S' 

4/20/2011 1:46 PM 



CimarexEnergy Co. 

600'N. Marienfeld St. 

Suite 600 

Midland. Texas 79701 

PHONE '132.571.7800-

April.20, 2011 

Via U.S. Certified Mail-Return Receipt No.91 7108 2133 3937 9627 5619 

MYCO Industries, Inc. 
Attn: Hannah Palomin, Land Manager 
P.O. Box 840 
Artesia, New Mexico 88210' 

Re: New Well Proposal-Colorado 6 Fee Nb.1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: NW/4SE/4 
Eddy County, New Mexico 

Dear Hannah: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Colorado 6 Fee No.1 Well 
at legal location in the NW/4SE/4'of Section 6, Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexieo. 

The intended surface hole location for the well is 2310' FSL & 1650' FEL. The well is 
proposed to be. drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should be understood that compliance with topography or cultural or environmental 
concerns, among others,, might require modification of Cimarex's intended ..procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed AFE which sets forth the estimated! costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for the Colorado wells. If you intend to participate, please approve and 
return one (1) original of the enclosed AFE arid one (1) original of the signature page to 
the Operating Agreement, along with your contact information to receive well data, to 
the undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling operations; otherwise, you will 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost. , 



New,We1l̂ Pr6posal̂ Col'oradb:6-Fee>-No..1. 
Township, 19 South, Range 26 East, N.M.P.M. 
Section. 6: ' NW/4SE/4 
Eddy County, New Mexico 

In the event you do not wish to participate in drilling, the Colorado wells, Cimarex will 
consider-acquiring a term assignment of. your leasehold interests. Cimarex's . offer is 
contingent upon final verification, of your title and is based on. the following general 
terms: 

i. ) Bonus consideration of $1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to the difference between 25% and current 

• lease burdens; 
iii. ) Primary term of Two (2) years with 180-day continuous development 

thereafter 

Please call the undersigned; with any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Colorado 6 Fee No.1 Well 

Elects TO.participate in the proposed Colorado 6 Fee No. 1 Well 

Elects NOT to participate in the proposed Colorado 6 Fee No. 1 Well 

Dated this day of ,2011. 

Company: 

Signature: 

Printed Name: 

Title: 
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New Well Proposal-Colorado 6 Fee No. 1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: NW/4SE/4 
Eddy County, New Mexico 

If your election above is TO participate in the proposed' Colorado 6 Fee No.1 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to .be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex 

Page 3 



AuthoriEation;Fbr:Expenditure 

Coriipany Emily . 
jGmarcxiEnergy Co.. 

Date Prepared 
February 2Sy20U 

Colorado'6'Fec' 

'Property Number, 

Paddock'Extonsion'-Wcst 

l ~ | » " . >". 'County:.' W . > Estate".:,"" ..VI . ""TV i l l . ... Type 'Well' 

See.6-19S-26E j Eddy- NM j0/7 ; 1 x , . Expl. X 
See.6-19S-26E j Eddy- NM 

I Gos 1 Prod 

Es t ima teType_ k * " . J . „ 'Formation..: ,. 1 Ttl.Measured.DepuV 
OrigindiiEsiimdle' • ;®' | , .3,000" 
Revised'Eslimatc O- Glorieta/Yeso »ViTTK-t i - f | i - ( i r -^- J 

SupplemehttiliEstimote' O 1 3)000' 

Project Description. ' " V „ - " . . ' „ ' . 1 „ V V V~ : 

Drill:and'comp"lete;a'Glorieta/Yesovertical'hole.welK. 

Intangibles DryHoleCost After CaslnrjiPoint CompletediWell'Cost 
Drilling Costs • .5387,600 $387;600 
ComplclioniCosts SG14.000 $614:000 
Totalilhtanglble'Costs $3871600 $614,000 $1,001,600-

Tangibles 

Well Equipment' .526,000 $280,000 $306,000 
Lease'.Equipmenv . mmmmmm SG9,500' $69,500 
TotalTangiblciWelllCost >$2G;OOO;' $349,500 $375*500 

| PluErand!Abandon'Cost $30,000- -$30,000 •$o-; -| 

Total-Well Cost $143,600 =$933;500,-: $1,377,100 

lWAIIitubulars,\we!l!o^ 

Well Control Insurance 
Unless;oOierwiseiiridirated!belbwwou;,̂  
lbngasiOperator/conductiopcrationslhereunderand 
insurance/youimusfprdvideaicertifi^ 
laterthanicommericementfbfidrniingto^ 
insurance;.procured'by.Operator. 

IQ I'dect to purchase my own men centrdlnsurancepolicy. 

WeUrcontrol.in$uian'ce;pro^ 
related redrillinG and clean-up/pollution cxpense'covoringdrilling:(through completion) with'a^$i,000i000'{100>i W.II):deductiblo. 

Marketing Election 
Gmarr«;sells]its;g>s^ maybeiricurredifprJinsuffident 
volumes;deliverediovertime:'5hould;you^ Upon written 
request':t'oiCimarex's;MarketihgiDepartment, we wilhsharowith you th'e'terms and'eonditibns pursuant to which gas will;be sold. 

• i'dect to take my rps'ln kind. 

Q I'dect to market my gas vnUvOmanK pursuant to Uic ^ 

Comments on AFE, 
The abrwe!costs:arejestimatess^ 
witKoufaTfettihglthe.autfe 
actual:legaljycurativc; rcgulatory and woll'costsunder ternrof; the'joint'operating agreemcnt/reBulatorY order or other applicable agreementcovering this well. 

CimarexEnergyCo; Approval 

Prepared by . . . . . . ^ . . . . . Drilling andCompletlon Manager. ReglonalManager\\ • . _ , ; : V : , . . 

Ryan Braxton DougPark Roger Alexander 

Joint Interest Approval 

Company; . ... .' ' •' ... 

v 1 ' M m l i m i ' B I 1 1 ' J 
Date. > • . " . . . • . . • . . • ; . _ • . • 

v 1 ' M m l i m i ' B I 1 1 ' J 

4/20/2011 1:46:PM 



Project Cost Estimate 

Lease Name: C6lorndo'6Fee. 

Roads KiCocatiariPreparotioriy. Restoration'' 

Wcll'No.: 

After Casing Completed Well 
Coitus Point.. Cost 1 y 

Damages 
Mud /-Fluids Disposat'Charges 
Day Rote ' - -1fS\DH:Dnys i2\ACP-Days.@ ;i3;500l Per Day 
Misc Preparation Cost (mouse'hdle.rot holc.pads.wilc clusters;misc.) 
3i;s 
Fuel »S2;80i Per Gallon >800 Gallons.Per Day 
V/ater/ Completion Fluids :-*£900\Pcr Day 
Mud' & Additives . 
Surface Rentals •1.000!'cr Cnv 
DownholcRcntals • 
Fbrmation'EvoluotianlDST.Corlngfmcludihg evaluation,GSGServlccsj 
Mud Logging !•- ' iS2| Dcy. (? i ,tl'200|PcrP(7y 
OpcwHoleiLagging 
Cemcntihg'&Floct'Eguipmcnt 
Tubular Inspections 
Casing.Crcm 
Extra'Labor,;Welding,-,Etc. 
LandVtansporation (Trucking) 
Supervision ; Per Day 
Trailer House/Camp/.Catering 'J00 Per Day 
Other MiscExpenses 
Overhead l300|PfrPny 
Remedial Cementing 
M03/DEMOB 
DirectionalDrillingScrvices t-Ol'Pnys • • a8;000|PcrPsy 
Dock.DispatchenCrone 
Marine£ AirTransportation 
Solids Control ;3;000lPerOoy 
V/ellControHEquiplSnubbingSvcs:) 
Fishing Si Sidetrack Operations 
Completion Rig-
Coil-Tubing 

Stimulation-

•3! Days g :3;500 PcrDay-
PerDay 

Campletion'Logging.'Perforaiir.gsWLrUnitSrV/L Surveys 

Legal/Regulo I dry / Curative 
Well Control'lnsuronce •S=;S03S|Pcr~ooi/ 

Contingency? ?5%[b;'Drilling Intangibles 
ConstructionForWelliEquipment 
ConstrucliowForLeose'Equipment 
ConstructioniForSalesP/L 
Totalilntangible Cost •S387;600- $614;000- $1,0015600 

Tangible-Well Equipment 

4/20/2011 1:4GPM 



Cimarex Energy Co. 

600 M. Marienfeld Si. 

Suite 600 

Midland. Texas-79701. 

PHONE 432.571.7300 

April 20, 2011 

Leasehold Owner Address List on Page 3 

Re: New Well Proposal-Colorado 6 Fee No.2 
Township, "19 South, Range 26 East, N.M.P.M. 
Section 6: NE/4SE/4 
Eddy County, New Mexico 

Dear Leasehold Owner: 1 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the polorado 6 Fee No;2 Well, 
at legal location in. the NE/4SE/4 of Section 6, Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexico. 

The intended surface ;hole location for the well is 2310' FSL & 330' FEL. The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should be understood that compliance with topography or cultural or environmental 
concerns, among others,, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, ih duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement.to govern 
operations for the Colorado wells. If you intend: to participate, please approve and 
return one (1) original of the enclosed AFE and one (1) original of the signature page to 
the Operating Agreement, along with your contact information to receive well data, to 
the undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling operations; otherwise, you will 
be covered by insurance, procured by Cimarex and will be responsible for your share of 
the cost. 

In the event you do not wish to participate in drilling the Colorado wells, Cimarex will 
consider acquiring a term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and is based on the following general 
terms: 

'• Oil Conservation Division 



New Well Proposal-Colorado 6 Fee No.2 
Township, 19 South, Range 26 East, N.M.P.M. 
Section .6: NE/4SE/4 
Eddy County, New Mexico 

i. ) Bonus consideration of $1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to the difference between 25%,and current 

lease burdens; 
iii. ) Primary term of Two (2) years with 180-day continuous development 

thereafter 

Please call the undersigned with any questions or comments. 

Respectfully Submitted, 
Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Colorado 6 Fee No.2 Well 

Elects TO participate in the proposed Colorado 6 Fee No.2 Well 

'_ Elects NOT to participate in the proposed Colorado 6 Fee No.2 Well 

Dated this .day of 2011. 

Company; ; ; 

Signature: ' 

Printed Name:. 

Title: • ; ' 

Page 2 



New. Well Proposal-Colorado 6 Fee No.2 
Township, 19 South, Range 26 East, N.M.P.f 
Section-6: NE/4SE/4 
Eddy County; New Mexico 

CIMARE) 

If your election above is TO participate in the proposed Colorado 6 Fee No.2 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex 

Leasehold Owner Address List 

Via: • Certified U.S. Mail-Return Receipt No.91 7108 2133 3937 9627 5596 

Yates Petroleum Corporation 
Abo. Petroleum Corporation 
MYCO.Industries, Inc. 
Attn: Chuck Moran, Chief Landman: 
105 S. 4th Street 

Artesia, New Mexico 88210 

Via: Certified U.S. Mail-Return Receipt No.91 7108 2133 3937 9627 5589 

OXY Y-1 Company 
Attn: Katie A. Almeida, Land .Negotiator 
5Greenway Plaza, Suite 110 
Houston, Texas 77046-0521 

Page 3 



Authorization For Expenditure 

[Omarex Energy Co- February 25,2011 

M » S ^ p e » 1 & d r N a m ^ : . ' ! B ^SSOrillihg5 

i 
Permian. Colorado 6 Fee 

2 Paddock Extension-West i' 
T/pe,Well>. 

Sec.6-19S-26E Eddy NM 
Oi/ • j X Expl I ,X 

Sec.6-19S-26E Eddy NM 
Gas : \ Prod \ 

wsmrv---.... S M F S ^ o n S ; ^ £Tti MwsGrediDepthl 
Original Estimate ! ® j 3,000' 

Revised Estimate i o. I Glorieta/Yeso l l r M M l r a l i o W h ® 
Supplemental Estimate. ! 0 1. 3,000" 

Project Description, 
Drill and complete a Glorieta/Yeso vertical hole well. 

Intangibles Dry Hole Cost i After Casing Point ! Completed Well Cost 
Drilling Costs 5387,600 j j $387,600 
Completion Costs j SGi-i.000 1 $614,000 
Total Intangible Costs $387,600 $614,000 $1,001,600 

Tangibles 

Well Equipment S26.000 | 5280,000 ! $305,000 

Lease Equipment WA wMmmmm i ' $69,500 j $69,500 

TotalTangible Well Cost $26,000 $349,500 $375,500 

| Plug and Abandon Cost $30,000 -$30,000. $0. 

Total Well Cost $443,600. $933,500 $1,377,100 

Cdmmeh'tsson Wellfcos 
1. All tubiilars, well or lease equipment is priced by COPAS and CEPS "guidelines-using the Historic Price Multiplier. 

Well Cohtrbl'lhsurance -e 

Unless otherwise indicated below, you; as a non-operating working interest owner,;agree to be coveredby Operator's well control insurance procured by Operator so 
long as Operator-cohductsoperations hereunderand-to pay your-prorated share of the premiums therefore. If you elect to purchase your own well control^ 
insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event 
later than commencement of drilling operations. You agree that.failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. - • 

[TJ 1 elect to purchase my own well control Insurance policy. 

Well control insurance-procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit coverage for well control and 
related redrilling and cleah-up/pollution expense covering drilling (through completion) with a $1,000,000 (100%W.I.) deductible. ^ 

Markeiing;E|ection?s 7r.?:-v..: i r - . , 
Dmarcx sells its;gas under arm's-length.contracts with third partypurchasers.'Subcontracts may include fees.-In addition.-penaltiesmay be incurred for insufficient 
volumes delivered over time. Should you choose to market you share bf gas with Cimarex,.you will be subject to all of theterms of such contracts. Upon written 
request to Cimarex's Marketing Department, we willshare with you the terms and.conditions pursuant to whichgas will be sold. 

D I elect to take my gas In kind. 

• I elect to market my gas with Dmarex pursuant to the terms andconditions of its contracts. 

C^mmentston 'AFE \ 
The above costs are estimates only and:anticipate trouble free operations without.any foreseeable change in plans. The.actual costs may exceed the estimated costs 
without affecting the authorization for expenditure herein granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of 
actual legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. 

CimarexEnergy Co. Approval 

Prepared by . ' : - \ : - " ' :£*' ^ l ® S ^ i ^ P l e j r f # ' ^ ^ S L - - ' • *=*'•' 

Ryan Braxton Doug Park. Roger Alexander 

Joint Interest Approval 

Company" ' . . j . . . : "JC-1L , ' , J . : * , J - ' B ^ t ^ a a a t ^ ^ ^ ' - s v \ D a t e U * .' 1 

4/20/2011 1:45 PM 



Project Cost Estimate 

Lease Name: Colorado 6:Fee Well No.: 

Roods &LocatiomPreparation/Restoration $30;000 $3,500 $33,500 
Damages $4,000 DICC. IDS $1,000 $5,000 
Mud'/Fluids.Disposal Charges $30,000 $13,000 $43,000 
Day Rate jmDHDays. ••2\ACP Days @ ,13;5001 Per Day $68,000 $27,000 $95,000 
Misc Preparation-Cost (mouse hole, rat hole, pods.pile clusters, misc.) $12,000 $12,000 
0/rs' 

;:$2:80| PeT.So//on 
$15,000 $0 S15,000 

Fuel ?&QQ\Gallons Per Day 0IDC.:3". $11,000 S4,000 $15,000 
Water / Completion Fluids -l^OOj Per Day $10,000 CICC.13S $63,000 573,000 
Mud & Additives Dinc.i i i i $12,500 $12,500 
Surface Rentals • >i;000[ Per Day 0IDC.150 $5,000 $40,000 $45,000 
Downhole Rentals $1G,000 $32,000 $48,000 
Formation Evaluation (DST, Coring including evaluation, G&GServices) OIDCS6B $0 
Mud Logging -;$2| Days® •ii,20Q\Per Doy $4,500 
Open Hole Logging DI0C.180 $20,000 $20,000 
Cementing &Float Equipment DIDC.1SI $15,000 $20,000 $35,000 
Tubular Inspections $2,000 $1,000 $3,000 
Casing Crews DIOC. iX $5,000 $5,000 $10,000 
Extra Labor, Welding, Etc. $3,000 $10,000 $13,000 
Land Transporation (Trucking) DIDC.3Q1" $3,000 Dice..;;-!; $5,000 $8,000 
Supervision I Per Day $12,600 $12,000 S24.G00 
Trailer House / Camp / Catering •700! Per Day $4,000 $1,000 $5,000 
Other Misc Expenses $2,000 $2,000 $4,000 
Overhead :300| Per Day $2,000 $2;000 $4,000 
Remedial Cementing $0 $0 $0 
MOB/DEMOB $45,000 
Directional Drilling Services 0| Dnys @ I 8,0001 Per Day 

$45,000 

Dock, Dispatcher, Crone 

Marine & Air Transportation 

Solids Control " 3;000| Per Day 

Well Control-Equip (Snubbing Svcs.) 

Fishing & Sidetrack Operations 

Completion Rig 

Coil Tubing 

:-3 Days (?> | •3,500 
Days (j? | 

Per Day 

Per Day 

Completion Logging, Perforating.-WL Units, WL Surveys 

Stimulation 

Legal / Regulatory / Curative 

Well Control Insurance 4$03S\Pcr Foot 

Contingency - '5% of Drilling Intangibles 

Construction For Well Equipment 

Construction.For Lease Equipment 

Construction.For Soles P/L $5,500 

Total Intangible Cost $387,600 $614,000 $1,001,600 

Tang!bleJ^llj,Equigment~ 

Casing I Size Feet 

Drive Pipe 

Surface Casing 

Conductor Pipe 

Water String 

Intermediate Cosing 

Drilling Liner 

Drilling Liner 

20 

O: 

•S'5/8" 

•40.00 

to.oo 
?>0M 

-950:00 

-o'.oo 
moo 
:o;oo 

S'/Foot 

5;$100:00 

"•$o:oo 
j$o:ob 

:$o:oo 
:.i'$0!00 

«'$o:oo 
Production Casing or Liner •sips -,3000:00 ,<j$l9;93 
Production Tie-Back Of :.o:oo *$o'.oo 
Tubing, .27 /8" ;2300.00 •>'$G!83 

N/C Well Equipment 

Wellhead, Tree, Chokes 

Liner Hanger, Isolation Packer-

Packer, Nipples 

Pumping Unit, Engine; 

Lift Equipment (BHP, Rods, Anchors) 

N/C Lease Equipment 

Tanks, Tanks Steps, Stairs 
Battery (Heater Treater, Separator,. Gas Treating Equipment) 

FlovjLines (LinePipe from wellhead to central facility) 

Offshore Production Structure for Facilities 

Pipeline lo Sales 

Total Tangibles $26,000 $349,500 $375,500 

IPSA costs 1 DIDC.M5 i $30,000| DICC.275. | -$30,0001 sol 
-

Total Cost - $443,600 $933,500 . $1,377,100 

4/20/2011 1:45 PM 



Cimarex Energy Co. 

600 N. Marienfeld St. 

Suite 600 

Midland, Texas 79701 

PHONE 432.571.7800 

April 20, 2011 

Via U.S. Certified Mail-Return Receipt No.91 7108 2133 3937 9627 5619 

MYCO Industries, Inc. 
Attn: Hannah Palomin, Land Manager 
P.O. Box 840 
Artesia, New Mexico 88210 

Re: New Well Proposal-Colorado 6 Fee No.2 
Township, 19 South, Ranger-26 East, N.M.P.M. 
Section 6: NE/4SE/4 
Eddy County, New Mexico 

Dear Hannah: 

Cimarex Energy Go. ("Cimarex") hereby proposes to drill the Colorado 6 Fee No.2 Well 
at legal location in the NE/4SE/4 of Section 6, Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexico. 

The intended surface hole location for the well is 2310' FSL & 330' FEL. The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should' be understood that compliance with topography or cultural or environmental 
concerns,, among others, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for the Colorado wells. If you intend to participate, please approve and 
return, one (1) original Of the enclosed. AFE and one (1) original of the^ signature page to 
the Operating Agreement, along with your contact information to receive well data, to 
the undersigned within thirty (30) days of receipt of this proposal. If you should .elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling operations; otherwise, you will, 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost. 



New Well Proposal-Colorado 6 Fee No.2 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: NE/4SE/4 
Eddy County, New Mexico 

CIMAREA 

In the event you do not wish to participate in drilling the Colorado wells, Cimarex will 
consider acquiring a term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and is based on. the following general 
terms: 

i. ) Bonus consideration bf $1000.00 per net mineral acre.delivered;. 
ii. ) Reservation, of an ORRI equal to.the difference between 25% and current 

lease burdens; 
iii. ) Primary term of Two (2) years with 180-day continuous development 

thereafter 

Please call the undersigned with any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co; 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Colorado 6 Fee No.2 Well 

Elects TO participate: in the proposed Colorado 6 Fee No.2 Well 

Elects NOT to participate in the proposed Colorado 6 Fee No.2 Well 

Dated this day of , 2011. 

Company: 

Signature: 

Printed Name: 

Title: 

Page 2 



New Well Proposal-Colorado 6 Fee No.2 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: NE/4SE/4 
Eddy County, New Mexico 

If your election above is TO participate in the proposed Colorado 6 Fee No.2 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be. 
covered by well control insurance procured by Cimarex 

mi. 

w 
Page 3 



Authorization For Expenditure 

Company Entity 
|Gmarex Ene'rcyCo. . 

bate;prepared\ - . 
•Fcbraary25i30.ll1 

Region . Vwell.Nafne-IT-?S3i IWelliNoS ffiSfirospeci^F^ ' . Orilllhg AFE No. 1'.'. *. 

Permian Colorado G Fee 2 Paddock Extension-West j 

location" . - .' . County:. . .. : Vi i l ' -v.Estate'.•• ' . . 'V . • * . . . Type Well 

SecG.19S-2GE I Eddy | NM 
Oil X Expl X SecG.19S-2GE 

1 
Eddy | NM 

Cos Prod | 

Estimate Type 

Original Estimate 
ReviscdEstimole 
Supplemental Estimate 

• 'Formation'.... J i T i l Measured Depth. 

Glorleta/Yc-so 

3,000" 

Project Description. 

Drillandiconiplete'a'Glorieta/Yeso verticalihole well.' 

Intangibles 1 DryHoloCost 1 After Casing Point 1 . Completed Well Cost 
DrillingCosts 1 .$337,600 i 1 S387;600 
Completion'Costs • 1 I • SGW.000 I S514;CO0 
Totallntangible Costs' $387,600 $614,000' $l',001r,600 

Tangibles' 
Well Equipment j' :S25:000: i S2E0.OO0 1 S306.000 
Lease Equipment mm mm 569,500' 1 569:500. 
TotalrTanBibleWellXbst • -SZG;OOO; $349,500 $375;S00 

iPlurj and'Abpndon Cost $30;000> -530.000 SO 

Total Well Cost ,$443;G00 $933,500 $1,377,100 

Cdmments.dn.Well.Costs ^ 
1'. All'tiibulars; well orileoseequiprnent'ispricedib'y COPAS and:CEPS'guidclines'using;the'HisforitfPrice'Multiplier. 

Well Control Insurance, 

Unless;othewise:indIcatetf^ 
I6nga5 0perator.conduc^;operations5hereunder;aridtojpay;.yd 

insurance, you.mustfprbvide a t e r t i n c a t e ^ no'event 
later than commencementof.drilling'opbrations. iYou agrcoitliat'failure to provide the:certificate of:insurance,;as provided herein, will result In ypur being covered by 
insurance procured by Operator. 

D I 'dect to purchase my own mil controUnsurancc pctlcy. 

Well control insurance procured by Operator, provides,;amonB.othcr terms,.for.$20,CKX),000 (100?iVV.I.) ofCombined Slngle.limit coverage for well control and 
related re-drilling and clean-up7pbllutibn,exponso covering drilling (throughxompletion) with a:$l,OOO,0OO:(10054 W.I.) deductible. 

Marketing Election. 
Omarcx seltfitsgas unde^arm's-length*^ maybe'incurre'diforinsufficient 

volumcs'"dclivered;dvertimei";5ho^ 

requesfto Cimarex's Marketing Department,;we wiirsharc.with you-the tcrms and conditions pursuant towhich gas v/iil be sold. 

D I elect to talc my gas ln kind. 

Olclectto market "my gas v.illi Omarcx pursuant'to thc.tctms and conditions of Its contracts. 

Comments on AFE 
The aboTO.'co'sts 3re;e5tlmates;ohIyand:anticlpafe 
without'affecting'th'e:auth'brfo 
actual legal, curative;:regulatory and;well'costs'undor term of the'jbint opbratingagreemeriU-regulatory order or other applicable agreement covcring this well. 

Cirnarex^nergyiCoBApptovaL 

Prepared by . ' .... . J , J . _ > . . ' . . . i Drilling and Completion Manager._..' ' • . . . J . ;„. ' ; . Regional Manager . . . . . 

Ryan'Braxton Doug Park Roger Alexander 

. Jointilnter.est^Approyal, 
Company . . . ... , By . . . . Date 

4/20/2011 1:45 PM 
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Project Cost Estimate 

LoasoiName: ColoradoG Fee 

Raads'SiJlocation,Prcparationi/-Restorati6n-

Well No.: 

After Casing Completed Well 
. Rolnt Cost. 

Damages 

Mud'/'Fluids Disposal Charges 

Day Rote X-SlDHDays, .-%2\ACP Days'® 13;500|/'cr.Pay 
Misc PreparatiowCost (mouse hole; rat hole, pads;pile clusters;misc.) 

Bits 
Fuel a$2.80| PerGallon S800l6rJ//Ofis Per Day 
Water/Completion Fluids-

Mud'& Additives. 

Surface'Rentals liOOO Per Vav 
Downhole Rentals 

FormaUon '£valuation'(DST; Coring'including evaluation, G&G Services) 

Mud Logging- ;iSZ| Days ® j n.WO\Pcr.-Day-
Open-Hate lagging. 
CemcntinqSi'FloatEquipment 

Tubular Inspections 

CasingCrevis 

Extra:Lobor,fWelding;:Etc. 

Land.Transparat!bn'(Trucking) 

Supervision. 

TrailerHousc/Camp/Catering: 
PerDay 

•'TOO Per Day 
Other Misc Expenses 
Overhead •300lPer.Po~ 
Remedial Cementing 

MOB/DEMOB 

DirectionaLDrilling Services JQ\Dnys @! 18;000| PerDcy 
Dock, Dispatcher; Crane 

Morine&'AirTransportotion 

Solids Control •3,000|Pcr Dcy 

Well Control Equip (Snubbing'Svcs:) 

Fishing fl Sidetrack Operations 

Completion Rig 

Coil Tubing 
••iSl-Daysd? :;3;SO0 PerDay 

PerDay, 
Completion Logging, Perforating; Wi. Units; WLSurveys, 

Stimulation 

Legal/Regulatory / Curative. 

WeliControl Insurance c$Q3S\PerFoot 

Contingency ;5% of DrilHng:lntangiblcs 
Construction For Well.Equipment 

ConstructionFor Lease Equipmen t 

ConstructiowFor Sales P/L 
Total Intangible'Cost S387;600 $614;000:- $1,001,600 

Tangible • Well Equipment 

Casing 

DrivePipe 

Conductor Pipe 

Surface Casing: 
VJaterString 

Intcrmcdiate'Casing 

;Sizc 

mi. v 
•<0?f v " 

•8'5/S" 

Drilling Liner 

Drilling.Liner 

^Oi-o" 

'-:m. 

Feet- ~fi$(/F6ot't 
440:00 

«o;oo 
•*o:oo 

A950.00 

••"-•3so:oo 
-0:00 

f,K«}0!00 

>-;$ioo:oo 
..$o;oo 

r<~s$o5ool 
.' vl$22)i8| 

-•t$0!00h.wr! 

;-.':$o:oo 
?*i$o;oo! 

Ptaduclion.Casingor Liner ••sn/r 43000:00 •-: $19:93 
ProductionVe-Back. a;o:oo'»'̂ $o'.obi 
Tubing : 2 7/8': •OTOOiOO *f :^i$Gi83 

N/C Well Equipment 

Wellhead; Tree, Chokes 

Liner Hanger/Isolation Packer 

Pdcker/Nipples 
PumpingUnlt„Engine 

Lift Equipment:(BHP,'Rods, Anchors) 
Tangible - lease Equipment 

N/C Lease Equipment- •DltO.l'.S •$2i;ooo $21,000 

Tanks. Tanks'Steps,Stairs OIEO.'.:O $13500 S13.500 

Battery (HeatcrTreater,Seporotor,Gas-Treatinq.Equipmcnt). S29;500 $29,500 

FlowXineslUncWpe'from vvd/heodto central facility) M f l ; i W $5,500 S5.500 

OffshorelPfoductionStructureforFncilities nv.'EA.:;s $0 SO 

Pipeline to'Soles. $0 $0 

Total -Tangibles: $26)000' $349,500 $375,500 

\PSS> Costs | piocMS | $30,000| b!K.:75 -$30,000 $0 

Total Cost $143,600 $933:500 $1377,100 

4/20/2011 1:45 PM 



Cimarex Energy Co. 

600 N. Marienfeld St. 

Suite 600 

Midland, Texas 79701 

PHONE '132.571.7800 

April 20, 2011 

Leasehold Owner Address List on Page 3 

Re: New Well Proposal-Colorado 6 Fee No.5 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SW/4SE/4 
Eddy County, New Mexico 

Dear Leasehold Owner: 

Cimarex, Energy Co. ("Cimarex") hereby proposes to drill the Colorado 6 Fee No.5 Well 
at legal'location, in the SW/4SE/4 of Section 6, Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexico, 

The intended surface hole location for the well is 990' FSL & 1650' FEL. The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should be understood that compliance with topography or cultural or environmental 
concerns, among, others, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed: AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for the Colorado wells. If you. intend to participate, please approve and 
return one (1) original of the enclosed AFE and one (1) original of the signature page to 
the Operating Agreement, along with: your contact information to receive well data, to 
the undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance: to; Cimarex prior to commencement of drilling operations; otherwise, you will 
be covered by insurance, procured by Cimarex and will be responsible for your share of 
the cost. 

In the event you do not wish to participate in drilling the Colorado wells, Cimarex will 
consider acquiring a term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification- of your title and is based on the following general 
terms: 

j Oil Conservation Division 
I Case No. _ 2 / N _ 
j Exhibit N o T > ^ 
703/ no^> <7os, w 



New Well Proposal-Colorado 6 Fee No.5 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SW/4SE/4 
Eddy County, New Mexico 

i. ) Bonus consideration of $1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to the difference between 25% and current 

lease burdens; 
iii. ) Primary term of Two (2) years with 180-day continuous development 

thereafter 

Please call the undersigned with any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Colorado 6 Fee No.5 Well 

Elects TO participate in the proposed Colorado 6 Fee No.5 Well 

Elects NOT to participate in the proposed Colorado 6 Fee No.5 Well 

Dated this day of ,2011. 

Company: 

Signature: 

Printed Name: 

Title: 

Page 2 



New Well Proposal-Colorado 6 Fee No.5 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SW/4SE/4 
Eddy County, New Mexico. 

If your election above is TO participate in the proposed Colorado 6 Fee No.5 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered.by well control insurance procured by Cimarex 
and agrees to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex. 

Leasehold Owner Address List 

Via: Certified U.S. Mail-Return Receipt No.91 7108 2133 3937 9627 5596 

Yates Petroleum Corporation 
Abo: Petroleum Corporation 
MYCO Industries, Inc. 
Attn: Chuck Moran, Chief Landman 
105 S. 4th Street 

Artesia, New Mexico 88210 

Via: Certified U.S. Mail-Return Receipt No.91 7108 2133 3937 9627 5589 

OXY Y-1 Company 
Attn: Katie A. Almeida, Land Negotiator 
5 Greenway Plaza, Suite 11.0 
Houston, Texas 77046-0521 

Page 3 



Authorization For Expenditure 

Coifipany.Eritity.c IS .. \ • t^mS&mt 
| Cimarex Energy Co. February 25,2011 

-Region.,:/. WelFNarne VfilllNoS I^Jp/ospeciRlfelBTName [--. ]!• f j f ig r^mtg, -^ !i . • 

! 

Drillin1irENo.-r , /v ' . . _ 

Permian J Colorado 6 Fee j 5 J Paddock Extension-Wes 

[--. ]!• f j f ig r^mtg, -^ !i . • 

! 

location • . , ~ % 1> ^ t i l i y .! . ^ r i r i H" . .... 
Sec.6-19S-26E j Eddy NM 

Off 1 x Expl- X Sec.6-19S-26E j Eddy NM 
Gas | Prod 

;•.*<.. s~;.r*;.'=
r» j •Start Date , • . •• Est.eomp!(fatc 

Original Estimate ® 
Revised Estimate O 
Supplemental Estimate O 

Glorieta/Yeso j_j ilfeBIcalifleptri 
3,000' 

Project Description 
Drill and completed Glorieta/Yeso vertical hole well. 

Intangibles Dry Hole Cost After Casing Point Completed Well Cost 
Drilling Costs 5337,600 $387,600 
Completion Costs $614,000 SG14.000 
Total Intangible Costs $387,600 $614,000 $1,001,600 

Tangibles 

Well Equipment $25,000 S280.000 ' $306,000 
Lease Equipment • $69,500 $69,500 
Total Tangible Well Cost $26,000 $349,500 $375,500 

|Plug and Abandon Cost $30,000 -$30,000 $0 

Total Well Cost $443,600 $933,500 $1,377,100 

CovmWenWmwell!Eo!tsiI?Ml3 . *".V' 1 

1. All tubulars; well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

Unless otherwise indicated below, you, as a non-operating working interest owner,"agree to be covered by Operator's well control insurance procured by Operator so 
long as Operator conducts operations hereunder and to pay your prorated share of the premiums therefore. If you elect to purchase your own well control 
insurance, you must provide a certificate of such insurance acceptable to Operator, as'to formand limits, at the timethis AFE is returned, if available,.but in no event 
later than commencement of drilling operations; You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

Cl 1 elect to purchase my own well control Insurance policy. 

Well control insurance procured by Operator, provides, among other .terms, for $20,000,000 (100% W.I.) of Combined Single Limit coverage for well control and 
related redrilling and clean-up/pollution expense covering'drilling (through completion) with a $1,000,000 (100% WX) deductible. 

Marketing Election, 
Cimarex sells its gas under arm's-length contracts with third'party purchasers. Such contraas may indudejfees. In addition, penalties may,be incurred for insufficient 
volumes delivered over time. Should you choose to market you share of gas with Cimarex, you will be subject to all of the terms of such contracts. Upon written 
request to Cimarex's Marketing Department, we will share with you the terms and conditions pursuant to which gas will be sold. 

• I elect to take my gas In kind. 

D 1 elect to market my gas witlvClmarex pursuant to the terms and conditions of its contracts. 

The above costs are estimates only and.anticipate trouble free operations without any foreseeable change in plans. The actualcosts may exceed the estimated costs 
without affecting the authorization for expenditure herein granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of 
actual legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. 

Cimarex Energy Co. Approval 
^ r e p a r e d i b V ^ i i C • S S ^ ^ W . ; ^ - * - j D r i l i i n l g a M e ^ Regional'Manager^C-ii,-/-

Ryan Braxton Doug Park Roger Alexander 

Joint Interest Approval 
Company' f . ,•" DateV- ~. _L „. ..•: f̂. 

4/20/2011 1:45 PM 



Lease Name: Colorado 6 Fee 

Intangibles 

Roads & Location Preparation/ Restoration 

Project Cost Estimate 

Well No.: 

'After. Casing Completed Well 

. . .Point : ; Cost. 
$30,000 Dicc.ioo $3,500 $33,500 

Damages $4,000 $1,000 SS.000 
Mud/ Fluids-Disposal Charges $30,000 $13,000 $43,000 
Day Rate S \DH Days '2\ACP Days & 13;500|PerPoy $68,000 527,000 $95,000 
Misc Preparation Cost (mouse hole, rat hole, pads, pile clusters, misc.) $12,000 $12,000 
Bits $15,000 $0 $15,000 
Fuel ?$'2:80 Per Gallon J&00\Gallons Per Day $11,000 $4,000 $15,000 
Water/Completion Fluids ! -i;900| Per Day $10,000 $63,000 $73,000 
Mud & Additives $12,500 $12,500 
Surface-Rentals t'l.OOOj Per Day $5,000 $40,000 S45.000 
Downhole Rentals $16,000 $32)000 $48,000 
Formation Evaluation (DST,Coring including evaluation, G&G Services) $0 
Mud Logging <$2|<Pays (5) | •?r,200| Per Day $4,500 
Open Hole Logging $20,000 $20,000 
Cementing & Float Equipment $15,000 $20,000 $35,000 
Tubular Inspections $2,000 $1,000 $3,000 
Cosing Crews OIDC.10D $5,000 $5,000 $10,000 
ExtroLabor, Welding, Etc. :.r,oo $3,000 DICC. J 70 $10,000 $13,000 
Lond TronsporotionYTrucking) DIDC.20S $3,000 $5,000 $8,000 
Supervision Per Day $12,600 $12,000 $24,600 
Trailer House / Camp / Catering 700 Per Day $4,000 $1,000 $5,000 
Other Misc Expenses $2,000 $2,000 $4,000 
Overhead '•300j Per Day $2,000 $2,000 $4,000 
Remedial Cementing $0 $0 $0 
MOB/DEMOB $45,000 
Directional Drilling Services - 0 | Days @ j -"S^OOI Per Pay 

$45,000 

Dock, Dispatcher, Crone 

Marine & Air Transportation 

Solids Control '3',000| Per Poy 
Well Control Equip (Snubbing Svcs.) 

Fishing & Sidetrack Operations 

Completion Rig - -. . ;Z Days ® 

Coil Tubing Days'@ 
,-3;soo Per Poy 

Per Poy 
Completion Logging, Perforating, WL Units, WL Surveys 

Stimulation 

Legal / Regulatory / Curative 

Well Control Insurance "$0'3S\'PerFoot 

Contingency of Drilling intangibles 

Construction For Well Equipment 

Construction For Lease Equipment 

Construction For Sales P/L $5,500 
Total Intangible Cost $387,600 $614,000 $1,001,600 

TariglbleiWeH Equipment.; 

pipeline to io/es 
Total Tangibles 

I 9 W / I W 
$26,000 $349,500 $375,500 

\P&A Costs | 3IOC.29.1; j $30,0001 OICC27S | -$30,000) $0| 

TotalCost $443,600 $933,500 $1,377,100 

4/20/2011 1:45 PM 



Cimarex Energy Co. 

600 N. Marienfeld St. 

Suite 600 

Midland, Texas 79701 

PHONE <132.571.7800 

April 20, 2011 

Via U.S. Certified Mail-Return Receipt No.9i 7108 2133 3937 9627 5619 

MYCO Industries, Inc. 
Attn: Hannah Palomin, Land Manager 
P.O. Box 840 
Artesia, New Mexico 88210 

Re: New Well Proposal-Colorado 6 Fee No.5 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SW/4SE/4 
Eddy County, New Mexico 

Dear Hannah: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Colorado 6 Fee No.5 Well 
at legal location in the SW/4SE/4 of Section 6,' Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexico. 

The intended surface hole location for the well is 990' FSL & 1650' FEL. The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should be understood that compliance with topography or cultural or environmental 
concerns, among others, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for the Colorado wells. If you intend to participate, please approve and 
return one (1) original of the enclosed AFE and one (1) original of the signature page to 
the Operating Agreement, along with your contact information to receive well data, to 
the undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance, to Cimarex prior to commencement of drilling operations; otherwise, you will 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost. 



New Well Proposal-Colorado 6 Fee N6.5 
Township, 19 South, Range 26 East, N.M.P.M. 
Section:6: SW/4SE/4 
Eddy County, New Mexico 

In the event you do not wish to participate in drilling the Colorado wells, Cimarex will 
consider acquiring a term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and is based on the following general 
terms: 

i. ) . Bonus consideration of $1000:00 per net mineral acre.delivered; 
ii. ) Reservation of an ORRI equal to the difference between 25% and current 

lease burdens; 
iii. ) Primary term of Two (2) years with 180-day continuous development 

thereafter 

Please call the undersigned: with, any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Colorado 6 Fee No.5 Well 

Elects TO participate in the proposed Colorado 6 Fee No.5 Well 

Elects NOT to participate'in the proposed Colorado 6 Fee No.5 Well 

Dated this day of 2011. 

Company: 

Signature: 

Printed Name: • 

Title: 

Page 2 



New Well Proposal-Colorado 6 Fee; No.5 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SW/4SE/4 
Eddy County, New Mexico 

CIMAREA 
If your election above is TO participate in the proposed Colorado 6 Fee No.5 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex with, a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex 

Page 3 



Authorization For Expenditure 

Cbrnppny.Entity 
[ Omarex Energy Co. 

DateiPrcpared.. 
FebruarYf25,'2011. 

' . / Region '' Sropef^/Wumbef. ' ; . "'DrlllirfgAFENo. . .. '.. 

Permian Colorado 6 Fee 5 Paddock Extcnslon-Wcst 

Location . * — ~ ~ - *•• • '• ' n v * j 

Sec.;6-19S-Z6E Eddy NM-
Oil X Expl- 1. X 

Sec.;6-19S-Z6E Eddy NM-
Gas Prod- 1 

Estimate Type \ ' ' .'. /toSSSEsEStSrtS Da teV 'S^ • J " . .-Formation: ;. ,'J..TtfiMeasurefl Depth. 

OrigmdliEstimotc: ® 
Revised'Estimate O 
Supplemental Estimatc 0 - | 3,000" | 

Project-Description 
DrlirandrcompletetfGlorieta'/Yeso'vertical'holeiwelK' 

Intangibles, Dry Hole Cost After Casing-Point Completcd.Well Cost 

Drilling'CostS' S3S7.G0O $387,600 

Complctibn'Cosls SGM;OOO $614,000 

Total IntangibleCosts S387.G00 $614;000 $1,001,600 

Tangibles 
Weli:Equipment. S2G.000 $280,000 S306.000 

Lease Equipment- $69:500 $69,500 
Total TanelbleWeltCost - $26,000. $349,500 $375,500 

| Plug and'Abandon.Cost $30,000 -S20.000 1 $0 

TofaliWelliCost $413,600 $933,500 .$1,377,100: 

l.'iMltub'ula'rs; w^̂  

Wellitentrolinlurance 
Uhless;oth'ei>yiseiindlcated!bclow^Vou,\asa^ 
long;as:Operatorfcbnducts!bperatibn 
insurancej.ybu must provide aicertificate'of suchiinsurancc'acceptable tb'Opcrator/as tO'form^and l̂imitsi at theHirnc thiS'AFE-is returned; if available, but in no event 
later than commencement of;drilling'operatibns. You agree';tHnt:failure''to provide";the:certlficate of Insurance; as provided.hereln.wlH result In your being covcred.by 
insurance procured by Operator. 

D l elect to purchase rny oun .mil control Insurance policy. 

Well[control|insurance procured;byiOperator,!provides, among other terms, for $20,000,000 (1005oW.I:) of Combined Slngle:Umit coverage for well control and 
related'redrilling:ahdrclean;up/pbllution:expensecoverlnE:drilling:(throughcompletion) v;ith,a'$l;000,000(1005i Wj.Jideductible. 

Marketing Election 
OmaretisellsttS'GasHmdbr^arm^ 
volumesdelivcred'ovefttime.iShould'Y^^ Upon written 
requestto amarex's'Markcting:Department,;we will share with you the'terms andconditibnspursuant to which gas willbe sold. 

tjlctect to take my gas In kind. 

D I elect to rrarkct'my.gas wllli Ornarcx pursuant to the terms and condillons ot Its contracts. 

Comments on AFE . H . ' - v * " " >-~ 
Th'e;abovc;cosu;are!estim3tos*o^ 

withbut:affeaing:the'auth'o^ 

actual'legalitcurative. regulatbry and.well'costs under torm;of;the'joint operating agreement.'regulatory order or ottier applicable agreement covering this v/ell. 

Cimarex;EnerEyICo..Approval; 
Rreparedjby. Re'RibnaliMarlaR'er-' 

Ryan Braxton D'oug'Park Roger, Alexander I 

•Joint Interest Approval 
Company- . ... : , . By J . . ... Date'.': ' ' ; 

i 
4/20/2011 1:45 PM 



Project Cost Estimate 

Lease Name: Colorado^ Fee WellNo.: 

After Casing' Completed Well 

, Point. Cost 

Roads:£rLbcation~ Preparation'*/Restoration 

Damages: 
Mud/Fluids-Disposal Charges-

Day Rate £?~-i,5\DH.Days- n\ACPD(iyS@ ^13;500|Per:Por 
MhtPreparation Cost (mouse hole;-rat hole, pads.pile clusters; misc.) 

Bits 

Fuel W^mPcrCallon -•800 Cations Per Day 

Water/Completion Fluids ,T,900Per Dav 

Mud & Additives 

Surface Rentals .1,000 Per Dcy 

Dov/nhale.Rcntals 
Formation<Evaluaiion(DST,>Coring-includingcvoluolian,'G&GServices) 

Mud Logging: •i$2\Vays @ \ • >l?200|Pe r Day 
Open'Hole'Logging 

Cemcnting;&".FIoat Equipment 

Tubular Inspections 

CasingCrews 

Extra Labor,Wclding;Etc 

LandTransporation (Trucking) 
Supervision- PerDay 

TrailerHouse/Camp/Catering .700 PerDay 

Other MiscExpenses 

Overhead >300lPcr Dny 

Remedial Cementing 
MOB/DEMOB. 

Directional'Dril/ing Senices '•••0\Days:@-\ ••8;000| Per Day 

Dock/Dispatcher.Crone 

Marine'& AU-Transportation 

SolidsControl- ?3.000[ Per Day 

WellControT.EquipiSnubbingSvcs.) 

Fishing d Sidetrack Operations 
Completion'Rig 

Coil Tubing -
*3 'Days 'C? 

Camplciian.LoggihgsPcrfarating, WL Units, WL Surveys 
Doys:@-

3,500 PerDav 
PerDay 

Stimulation 

legal'/ Regulatory / Curative1 

Well Control (nsuronce -,i$V35\Per Foot 
Contingency: "5% I of'Drilling In t angiblcs 
Canstruction-ForWclhEquipmcnt 

Construction:ForLcase:Equipmcnt 

Cons iruction'jFor.SolesP/L •• 
TotarintanBible;Co5f, S387jG00 5614,000 Sl.QOMOO 

Tangible- Well Equipment 

LifvEquipmcnt (BHP, Rods; Anchors) 

N/C Lease:Equipmcnt 

Tanks. Tanks Steps, Stoirs 

Battery (HeaterTreateriSeparatoQGasTreating Equipment) 

Flovr Lines (Line Pipe from \vellhcddto central-facility)' 

Offshore Production Structure for Facilities 

•OIX-OJ20-

',- ouo. l an 
DWEA.1J5 

S2i;ooo 
,S13;500 

529:500 
S5;S00 

SO 

$21,000 

513:500 
$29,500 

$5;500 
$0 

TotalTanglbles 'S26i000' $349,500- $375*500 

\PSA Costs 1 oiO£.:ss 1 $30,000!' rjicc?75 I -S30.000I sol 

TotalCost $443,600 $933,500 $li377,100 

4/20/2011 1:45 PM 



Cimarex Energy Co. 

600 N. Maiionfekl Si. 

Suite 600 

Midland, Texas 79701 

PHONE 432.571.7800 

April 20, 2011 

Via: U.S. Certified Mail-Return Receipt No.91 7108 2133 3937 9627 5602 

DHA, LLC 
David H. Arrington Oil & Gas, Inc. < 
Attn: Land Manager -
500 West Wall Street, Suite 300 
Midland, Texas 79701 

Re: New Well Proposal-Kansas 6 Fee No.1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 ' 
Eddy County, New Mexico ' . ; 

Dear Leasehold Owner: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Kansas 6 Fee No.1 Well at 
legal location in the SE/4SE/4 of Section 6, Township 19 South, Range 26 East; 
N.M.P.M., Eddy County, New Mexico. 

\ The intended surface hole location for the well is 330' FSL & 990' FEL. The well is 
proposed to be drilled vertically to a total depth- of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should be understood that compliance with topography or cultural or environmental 
concerns, among others, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for the Kansas wells. If you intend to participate, please approve and return 
one (1) original of the enclosed AFE and one (1) original of the signature page to the 

. Operating Agreement, along with your contact information to receive well data, to the 
undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling operations; otherwise, you will 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost-

Exhibit N o ^ 

OiJ Conservation Division 
Case No. ___^2js 



New Well Proposal-Kansas 6 Fee No.1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

In the event you do not wish to participate in drilling the Kansas wells, Cimarex will 
consider acquiring term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and is based on the following general 
terms: ' ' 

• i.) • Bonus Consideration of $.1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to difference between 25% and current 

lease burdens; • 
iii. ) Primary term of Three (3) years with 180-day continuous development 

thereafter 

Please call the undersigned with any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

ELECTION TO PARTICIPATE 
Kansas 6 Fee No.1 Well 

Elects TO participate in the proposed Kansas 6 Fee No.1 Well 

Elects NOT to participate in the proposed Kansas 6 Fee No.1 Well 

Dated this day of 2011. 

Company: 

Signature: 

Printed Name: 

Title: 

Page 2 



New Well Proposal-Kansas 6 Fee No.1 
Township, 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

If your election above is TO participate in the proposed Kansas 6 Fee No.1 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees .to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to' be 
covered by well control insurance procured by Cimarex 

Page 3 



Authorization For Expenditure 

I Cimarex Energy Co. February 2! 

iiBlSi 
jsec. 6-19S -26E Eddy 1 NM I Oil 

\Gas 
X \cxpl 1 X j 

"\Prod- 1 | 

Original Estimate 

Revised Estimate. 

Supplemental Estimate 

® 

o 
o 

; 3,ooo' - J 
Glorieta/Yeso / W f i g f e f M g & i F ) 

! 3,000' i 

Drill and complete a Glorieta/Yeso vertical hole well. 

Intangibles j- Dry Hole Cost i After Casing Point ! Completed.Well Cost 
Drilling Costs i , $337,600 I ! $387,500' 
Completion Costs j $614,000 1 .$614,000 
Total Intangible Costs $387,600 $614,000 $1,001,600 

Tangibles • . 

Well Equipment i $26,000 
y ^ j j — 

$280,000 ! $306,000 
Lease Equipment is '• 

y ^ j j — 
$59,500 | $69,500 

Total Tangible Well Cost $26,000 $349,500 $375,500 

Plug and Abandon Cost ! 530.000 • I -$30,000 i - so 

Total Well Cost- . $443,600 $933,500 $1,377,100 

iffpitilllilli 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

l l l i i i i i i 
Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control insurance procured by Operator so 

long as Operator conducts operations hereunder and to pay your prorated share of the premiums therefore. If you elect to purchase your own well control 

insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event 

later than commencement of drilling operations. You agree that failure to provide tho certificate of insurance, as provided herein, will result in your being covered by 

insurance procured by Operator. 

D I elect to purchase-my own well control insurance policy. 

Well control insurance .procured by Operator, provides, among other terms, for $20,000,000 (100% W.f.) of Combined Single Limit coverage for well control and 

related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 (100% W.I.) deductible. • 

Cimarex sells its gas under arm's-length contracts with third party purchasers. Such contracts may include fees. In addition, penalties may be incurred for insufficient 

olumes delivered over time. Should you choose to market you share of gas with Cimarex, you will be subject to all of. the terms of such contracts. Upon written 

request to Cimarex's Marketing Department, we will share with you the terms and conditions pursuant to which gas will be sold. 

• I elect to take my gas in kind: 

• I elect to market my gas with Cimarex pursuant to Uie terms and condition's of its contracts. . 

The above costs are estimates only.and-anticipate trouble free operations without any foreseeable change in plans. The actual costs may exceed the estimated costs 

without affecting the authorization for expenditure heroin granted. By approval of this AFE, the working interest owner agrees to.pay its proportionate share of 

actual legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. 

prepared 5 7 : 
Ryan Braxton 

Cimarex Energy Co. Approval 

Doug Park Roger Alexander 

Joint Interest Approval 

4/20/2011 1:55 PM 



Project Cost Estimate 

Lease Name: Kansas 6 Fee 

Roads & Location Preparation / Restoration 
Damages 

Mud / Fluids Disposal Charges 

\Day Rate 5 j OH Days 21ACP Days <jp 13;500l Per Day 

j Misc Preparation Cost (mouse Ivole^rat hole, pads, pile clusters, misc.) 

\Bits 

[Fuel $2.80 i Per Gollor. &00\Ga!lons PerDay 
[Water/Completion Fluids 

\Mud & Additives 

•.Surface Rentals 

\Downhole Rentals 

Mud-Logging $2l Days (S) 
Open Hole Logging 

\Cementing & Float Equipment 

I Tubular Inspections 

I Casing Crews 

j Extra Labor, Welding, Etc. 

1 Land Transportation (Trucking) 

) Supervision 

< Trailer House / Camp / Catering 

i Other Misc Expenses 

'Completion Logging, Perforating, WL Units, Wl. Suiveys 

{Stimulation 

Legal / Regulatory / Curative 

Well Control Insurance $0.35: Per Foot 

Contingency 5%; of Drilling intangibles 

Construction For Well Equipment 

j Construction Far Lease Equipment 

{Construction For Sales P/L 

l,B00\Per Day J$J0,000j Dice. $63,000 

$12,500 

1,0001 PerDay 

formation evaluation (DST. Coring including evaluation, G&GServices) 

•1,2'OOWerDay 

S2O000 • ' ^ J | f ^ i ' 
$15:000 $20,000 

. s . ? i 0 0 0 

Jilooo 
$3,000 

$1;000 

$5,000 

$10,000 

|PcrPoy 

-7001 Per Day 

$3,000 

$l?.,b00 

•$4,000 

$2,000 

$5,000 

$12,000 
$1,000 
$2,000 

Overhead j 300\Per Day 
Remedial Cementing < »» 

MOB/DEMOB 

• 
I Directional Drilling Services • 0\ Days @.\ 8,000] Per Dcy 
\Dack, Dispatcher, Crane 

\ Marine & Air Transportation 

ISolids Control 1 3,0001 Per Day 

j Well Control Equip (Snubbing Svcs.) 

\ Fishing & Sidetrack Operations 

{Completion Rig 3f Days @> l 3,500] PerDay 

i Coil Tubing • _ j Days @ i • \PcrDay 

$0_ ' ' 1 „ so 

sis.ooo < £ & ' ^ % W i M $ , . 
$12,000' . v > 1 $3,50.0 

$12,500 

$73,000 

$20,000! 

$35,000| 

$3,0005 

510,000] 
$13,000! 

$8,000j 

$24,600| 

$5,000 

$4,000! 

$0i 

Total Intangible Cost $387,600 $614,000 $1,001,600 

Casing 1 Size . j Feet \ $ / Foo- 'MM 
Drive Pipe i m • '10-50' • $100.00! n 1 

Conductor Pipe 0 " 0 00 $0 00 

Water String j - 0 ": 0 00 $0 00 

Surface Casing 8 5/8" 950 00 $22 18 

{intermediate Casing ' 0 " , 000 $0 00 

\Drilling Liner 0 " 000 $0 00 

Drilling Liner I 0 " 1 0 00 $0 00 i 

' Production Casing or Liner 5 1/2" 3000 00 $1993 

Production Tie-Back 1-0 ."1 0 00 $0.00 

Tubing ' 2 7/8" -"2300.6b| $6 83 

!N/C Well Equipment 

_sp 
S0( 

•ri 000 
so s0 . W0M-
>o -'mm 

$60,000 

$0 

A. $16,000 

"$6,500 

' $0 

$0 

$60,000 

SO 

$.16,000 

$6,500 

$.15,000 

4/20/2011 1:5$ PM 



Cimarex Energy Co. • 

600 N. Marienfeld St. 

Suite 600 

Midland, Texas 79701 

PHONE 432.571:7800 

C/MARE Mi 
August 2, 2011 

Via: U.S. Certified Mail-Return Receipt No. 91 7108 2133 3938 9332 1820 

Estate of Don. L. Bradshaw 
Attn: Mathew Bradshaw 
4503 Whirlwind Cove 
Spicewood, Texas 78669 

Re: New Well Proposal-Kansas 6 Fee No.1-
Township 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

Dear Leasehold Owner: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Kansas 6 Fee No.1 Well at 
legal location in the SE/4SE/4 of Section 6, Township 19 South, Range 26 East,. 
N.M.P.M., Eddy County, New Mexico. 

The intended surface hole location for the well is 990' FSL & 330' FEL. The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

It should be understood that compliance with topography or cultural or environmental 
concerns, among others, might require modification of Cimarex's intended procedure: 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and; (ii) our proposed form of Operating Agreement to govern 
operations for the Kansas wells. If .you intend to participate, please approve and return 
one (1) original of the enclosed AFE and one (1) original of the signature page to the 
Operating Agreement,; along: with your contact information to receive well data1,.to the 
undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling operations; otherwise, you will; 
be covered by insurance procured by Cimarex and: will be responsible for your share of. 
the cost. 



New Well Proposal-Kansas 6 Fee No.1 
Township. 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

.In the event you do not wish to participate in drilling the Kansas wells, Cimarex will 
consider acquiring term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and is based on the following general 
terms: 

i. ) Bonus Consideration of $1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to difference between 25% and, current 

lease burdens; 
iii. ) Primary term of Three (3) years with 180-day continuous development 

thereafter 

Please call the-undersigned .with .any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Contract Landman 

ELECTION TO PARTICIPATE 
Kansas 6 Fee No.1 Well 

Elects TO participate in the: proposed-Kansas 6 Fee No.1 Well 

Elects NOT to participate in the proposed Kansas 6 Fee No.1 Well 

Dated this day of 2011. 

Company: 

Signature: 

Printed Name: 

Title: 

Page 2 



New Well Proposal-Kansas 6 Fee No.1 
Township 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

If your election above is TO participate in the proposed Kansas 6 Fee No.1 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex 

Page 3 



Authorization For Expenditure 

Compariy.Entily.. *" 
jCimarex Energy Co. 

^H(j£p{lvTiHMI9H9 £ 1 * I'"Drilllhg!Al'ETNb^-Sr2TX 

Permian j Kansas 6 Fee 1 1 1 Paddock Extension-West ! ! 
I I i 1 

^ , < J , r , , , . i r . , . . „ , , , , i s a „ , „ W.y,\xt r">3:i-TPX:3'TyWsW|ii£^ -
1 

jSec..6-19S-26E i Eddy ! 
! ! 

NM 
(0/7 | X \Expl X 1 

jSec..6-19S-26E i Eddy ! 
! ! 

NM 
\Gos \ \Prod 

\OriginalEstimate j @ j j 
EsSSpDate " • 

i Revised Estimate 
Supplemental Estimate 

Prbjectibe^crlptionK^ 
Drill and complete a Paddock/Glorieta vertical hole well. 

Intangibles Dry Hole Cost After Casing Point i Completed Well Cost 
Drilting.Cosls $387,600 I $387,600 
Completion Costs $514,000 i S614.000 
Total Intangible Costs $387,600 $614,000 $1,001,600 

Tangibles 

Well Equipment $26,000 $280,000 I $306,000 
Lease Equipment $69,500 ! $69,500 
Total.Tangible.Well Cost $26,000 $349,500 $375,500 

Plug and AbandonCost $30,000 -$30,000 ! _ . . ^ $0 

Total Well Cost $443,600 $933,500 $1,377,100 

CommInTs>h:vVell(Costs_ C.''• W . .-'JSC?';' 
1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

- K " , ^ (̂ ** ft • ' . . ni •* ' -i i . i I I i i 1 ^ • ? • * i n 

Unless otherwise-indicated below, you, as a non-operating;working interest owner. agree to be covered by Operator's well control insurance.procured by Operator so 
long as Operator conducts operations hereunder and t̂o' pay your prorated share of the premiums therefore. If you'elect to purchase your own well control 
insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event 
later than commencement of drilling operations. You agree that:failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

C] I elect to purchase my own well control Insurance policy. 

Well controlinsurance procured by Operator, provides, among other terms, for $20;000,000 (100%:W.I.) of Combined Single Limit coverage for well control and 
related redrillirig and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 (100% W.I.) deductible. 

MafketiftgiEleetlon••»."_.'•• V " ' 

• /• ~-: " "- ..." 
Cimarex sells its gas under arm's-length'contracts witnthird party purchasers. Such contracts mayinclude fees:\n addition, penalties may be incurred for insufficient 
volumes delivered'over time. Should you choose to market you share of gas with Cimarex, you will be subject toall of the'terms of such contracts. Upon written 
request to Cimarex's:Marketing Department, we will share with.you the terms and conditions pursuant to which gas will be sold. 

D I elect to take my gas In kind; 

D I elect to market my gas with Qmarex pursuant to the terms and conditions of its contracts'. 

The above costs are estimates only and anticipate trouble free.operations without any.foreseeable change in plans. The actual costs mayexceed'the-estimated costs 
without affecting the authorization for expenditure herein'granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of 
actual-legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. 

Cimarex Energy Co. Approval 

fifilling^^feolnpletloTilManagelr 

Ryan Braxton Doug Park Roger Alexander 

Joint Interest Approval 
Company''-̂ -' uvU.*.T: .S*v7 l*!?<:-.. Eft • --!••-•-. V-l OSIe.T"./- " ^ r v ' t - l - V k - J . O i l ' . ' • 
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! 
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Project Cost Estimate 

Lease Name: 

Intangibles 

Kansas 6 Fee Well No.: 

Total.Intangible Cost $387,600 $614,000 $1,001,600 

Casing 

Drive Pipe 

Conductor Pipe 

Water String 

Surface Casing 

intermediate Cosing 

Drilling Liner 

Drilling Liner 

Size 

?20 ' 

- 0 ' ' 

;ov :" 

Feet 
T40:00 

jO-OO 

•"•0S00' 

'950100 

'.0:00 

0.00 

o:oo 

S/Foot 

$100:00 

;$o!oo 
;;$0:00 

$22.18 

;$o:oo 
•$o:oo 
$o:oo 

Production Casing or Liner 

Production Tie-Back 

Tubing 

N/C Well Equipment 

;;?5^2!' ; %;3000j00 $19.93 
¥.0* ' ••io:oo -$0:00 i 

/2300.00 •'$6:83^ 

Wellhead, Tree, Chokes 

Liner Hanger, Isolation Packer 

Packer, Nipples 

Pumping Unit, Engine 

Lift Equipment (BHP,Rods,Anchors) 

N/C Lease Equipment 

Tanks, Tanks Steps, Stairs 
Bottery (Heater Treater, Separator, Gas Treating Equipment) 

Flow Lines (Line Pipe from wellhead to central facility) 

Offshore Production Structure/or Facilities 

pipeline to Soles 

Total Tangibles $26,000 $349,500 $375,500 

IPSA costs \ 0IDC.:'95 j $30.000| KCC.Z7S -$30,0001 $0 

TotalCost $443,600 $933,500 $1,377,100 

8/2/2011 10:28 AM 



Cimarex Energy Co. 

600 N. Marienfeld St. 

Suite 600 

Midland, Texas 79701 

PHONE 432.571.7800 

CIMARE* 

August 11, 2011 

Via: U.S. Certified Mail-Return Receipt No, 91 7108 2133 3938 9332 1813 

Concho Resources, Inc. 
Attn:. Land Manager 
550 West Texas Avenue, Suite 100 
Midland, Texas 79701 

Re: New Well Proposal-Kansas 6 Fee No.1 
Township 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

Dear Leasehold Owner: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Kansas 6 Fee No.1 Well at 
legal location in the SE74SE/4 of Section 6, Township 19 South, Range 26 East, 
N.M.P.M., Eddy County, New Mexico. 

The= intended surface hole location for the well is 990' FSL & 330' FEL, The well is 
proposed to be drilled vertically to a total depth of approximately 3,000' to test the 
Glorieta-Yeso formations. 

.It should be understood that compliance with topography or cultural or environmental 
concerns, among others, might require modification of Cimarex's intended procedure. 
Cimarex will advise you of any such modifications. 

Enclosed, in duplicate, is (i) our detailed AFE which sets forth the estimated costs 
associated with the well, and'; (ii) our proposed form of Operating Agreement to govern 
operations for the Kansas wells. If you intend to participate, please approve and return 
one (1) original of the enclosed AFE and one (1) original of the signature page to the 
Operating Agreement, along with your contact information to receive well data, to the 
undersigned within thirty (30) days of receipt of this proposal. If you should elect to 
purchase your own well control insurance, you must provide a certificate of such 
insurance to Cimarex prior to commencement of drilling, operations; otherwise, you will 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost. 



New Well Proposal-Kansas 6 Fee No.1 
Township 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

In the event you do not wish to participate in drilling the Kansas wells, Cimarex will 
consider acquiring term assignment of your leasehold interests. Cimarex's offer is 
contingent upon final verification of your title and is based on the following general 
terms: 

i. ) Bonus Consideration of $1000.00 per net mineral acre delivered; 
ii. ) Reservation of an ORRI equal to difference between 25% and current 

lease burdens; 
iii. ) Primary term of Three (3) years with 180-day continuous development 

thereafter 

Please call the undersigned with any questions or comments. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hilary R. Coder 
Contract Landman 

ELECTION TO PARTICIPATE 
Kansas 6 Fee No.1 Well 

Elects TO participate in the proposed Kansas 6 Fee No.1 Well 

Elects NOT to participate in the proposed Kansas 6 Fee No.1 Well 

Dated this day of • , 2011. 

Company: 

Signature: 

Printed Name: 

Title: 

Page 2 



New Well Proposal-Kansas 6 Fee No.1 
Township 19 South, Range 26 East, N.M.P.M. 
Section 6: SE/4SE/4 
Eddy County, New Mexico 

If your election above is TO participate in the proposed Kansas 6 Fee No.1 Well, then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex with a certificate of insurance prior to 
commencement of drilling operations or be deemed to have elected to be 
covered by well control insurance procured by Cimarex 

Page 3 



Authorization For Expenditure 

Dafe;Rrepare'd';5 - " - 'v_ . •* I 
'[Cimarex Energy Co- February 25,2011 

Permian Kansas6Fee Paddock Extension-West 

County Type\Well„-'. ~ 

Sec. 6 - 19S - 26E 

. : 

. • 0/7 X \Expl 
Eddy. NM \- j f ~ 

* i Gas- I Prod 

- " Est Start'Date.,- C-.Ci (aa^_f»ffita--- -H-1 ifeniMair--<*["i5________£ 
\OriginalEstimate i ® i 1 3,000' 

I ' ' . . . . ... INN I I I I I I . 

1. , — 

] Revised Estimate \ O 
\Supplementol Estimate \ o i i 3,000' 

prill and complete a Paddock/Glorietaivertical hole well. 

Intangibles I Dry Hole Cost | After Casing Point ! Completed Well Cost 

Drilling Costs 1 5387,600 | j $387,600 

Completion Costs i - i $614,000 j S614.000 

Total Intangible Costs: $387,600 $614;000 $1,001,600 

Tangibles 
Well Eguipment t -S26.000 | $280,000 i $306;000 

Lease Equipment $69,500 | $69,500 

Total Tangible Well Cost $26,000 $349;500 $375,500 

fplug and Abandon Cost $30,000 -$30,000 $0 

Total Well Cost $443,600 $933;500 $1,377,100 

ebmrneriKron'Well'Colts. 
1. All tubulars, well or lease equipment is priced'by COPAS and CEPS guidelines using the HistoricPrice Multiplier. 

-. r- - i l . - r - fan » i i -i - - - i r : 

Unless otherwise indicated below; you, as a non-operating working ihterest owner, agree to be covered.by Operator's well control insurance procured by Operator so 
long as Operator conducts operations hereunderand to pay your prorated share of the premiums therefore. If you elect to purchase your own welt control 
insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event 
later than commencement of drilling operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered by 
insurance procured by Operator. 

d I elect to purchase my own well control Insurance policy. 

Well control'insurance-procured by Operator/provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit coverage for well control and 
related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 (100% W.I.) deductible. 

iMMMftoiimBKt^s • . . ... •" '.••.,•:, ;•-'/ 
'Cimarex sells-its gas-under arm's-length contracts withthird-partypurchasers. Such-contracts may include fees. ln addition, penaltiesmay be incurred for insufficient 
volumes delivered over time. Should you choose to market you share of gas with Cimarex, you will be subject to all of the terms of.such contracts. Upon written 
request to Cimarex's Marketing Department, we will'share with you the terms and conditions pursuant to which gas will be sold. 

D1 elect to take my gas in kind. 

CH I elect to market my gas with Cimarex pursuant to the terms and conditions of its contracts. 

The above costs are estimates only and anticipate trouble free operations without anyforeseeable change in plans. The actual costs may exceed the estimated costs 
without affecting the authorization for expenditure herein granted.: By approval of this-AFE, the working interest owner agrees'to pay its proportionate share of 
actual legal, curative/regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. 

Cimarex Energy Co. Approval 
Prepared'by. ;„ krVjlmtdffig* 

Ryan Braxton jDoug'Park 

Regi6na|lManaWft5^aM»^'^-:X'/J&£ 

Roger Alexander 

Company, •'- •"•*-vi r.C 
Joint InterestApproval 

„ ? ^ ^ w = _ _ ? ^ p 
I 
j 
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Project Cost Estimate 

Total Intangible Cost $387,600 $614,000 $1,001,600 

Taffglbte ,̂ L âse;Equlpment̂ ' >y?„ ; T ' ' , , > V •*-;*-. ^ * * , - " , V „ 

N/C Lease Equipment rn.ro. < is $21,000 $21,000 
Tanks, Tanks Steps, Stairs- Md 120 $13,500 $13,500 
Battery (Heater Treater, Separator, Gas Treating Equipment) 01EO.12S $29,500 $29,500 
Flow Lines (Line Pipe from wellhead to central facility) 0LEQ.J'30 $5,500 $5,500 
Offshore Production Structured/or Facilities t>WCA,.i35 $0 $0 
Pipeline to Sales OWEA.1SO $0 $0 
Total Tangibles ;$26;000 $349,500 $375iS00 

P&A Costs j $30:000l DICC.27S -$30,000 so 

Total Cost $443,600 $933,500 $1,377,100 

8/11/2011 2:43.PM 


