Cimarex Energy Co. -

600 N. Mariedfcld St
" Suite 600

Midland, Texas 79701

. PHONE 432.571,7800

© Aprit:20, 2011

* Leasehold Owner Address List on Page3

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 L.easehold 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 Townshlp 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 approxrmately 3,000' to test the
Glorieta-Yeso formations.

1t .should be: understood. that compliance with topography or cultural or environmental
concerns, among others, might require modification of Cimarex's mtended procedure
Crmarex 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; (i) our propesed 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-commencemenit of drilling operations; otherwise, you will
. be covered by insurance procured by Cimarex and will be. responsrble for your-share. of
the cost

In the event you do not wish to participate .in- drllhng the ‘Colorado wells; Cimarex will
consider :acquiring, a. term assignment of your leasehold interests. Cimarex's offer is-
contingent upon fmal vern‘rcatron of your title and is based on the following general
termis: : :

s

! 0il Conservation Division

| CaseNo.__ Y 708,704, 7057 5"
" Exhibit No. 2/
'i

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

Section6:  NW/4SE/4

Eddy-County, New-Mexico

i) Bonus consideration of $1000.00 per net mineral acre dehvered

ii.)  Reservation of an ORRI equal to the difference between 25% and current

’ lease burdens;

ii.)  Primary term -of Two (2) years with 180-day: continuous development
thereafter : '

Please call the undersigned-with any questions or comments.
Respectiully Submitted,

Cimarex: Energy Co

///V%/ ///"\'7-7,'5—/
Hayden P. Tresner
Landman

,_E(LECT|O'N TO PARTICIP'ATE.
Colorado 6 Fee'No.1 Well

Elects TO-participate in the ‘prc')posed 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:

' PrintedName:

Title:
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- New Well-Proposal-Colorado 6 Fee No.1

. Township, 19'South, Range.26 East, N.M.P.M.
Section6: NW/4SE/4

Eddy County, New Mexico

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

Elects '_'I_"_Q_‘be'covéred- by well control insurance pfocufed 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: Cerified U.S. Mail-Return Receipt No.91 7108 2133 3937 9627 5596

Yates Petroleum-Corporation-

Abo Petroleum Corporation

MYCO Industries, Inc.

-~ Atftn:  Chuck Moran, Chief Landman
105'S. 4th Street

Artesia, New Mexico 88210

Via: _Certified U:S. Mail-Return Receipt No.91 71 08_:2133.3‘937 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

BiECounty)

Sec.'6-195 - 26E . Eddy NM oil- Expl X
: Gas Prod

Eititnate Type: !

ﬂmﬁfﬁﬁﬂonw ¥oh
Original Estimate
Revised Estimate o
Supplemental Estimate

Rroject:DESErIpLion

Drill and-complete a GIoneta/Yeso vemcal hole well.

‘ Intangibles

‘ Dry Hole Cost After Casing Point Completed WellCost
Drilling Costs ; '$387,600 . B '$387,600
Completion:Costs | 5$614,000 $614,000

_Total Intangible:Costs $387,600 -$614,000 .$1,001,600-

-|Tangibles
Well Equipment 526,000 $280,000 - ] $306,000
Lease Equipment L s -$69,500 | $69,500
Total Tangible Well Cost $26,000 $349,500 $375,500

|Plug-and Abandon Cost | $30,000 -$30,000 S0

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

Comments:on, Well Costs

1. All tubulars, well or lease equipmentis priced by. COPAS and'CEPS guxdelmes using the H|stonc Plce Multiplier.

insurance procured by Operator.

D I'elect to-purchase my ovn well control'Insurance policy.

Unless:otherwise indicated below, you,.as a-non-operating working:interest owner, agree to’ be covered by Operatar’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 fofm and limits,.at the.time this AFEis returned, if avaitable, but in no-event
later than-commencement-of drilling operations. You agree that failure to provide the: certlfu:ate -of insurance,.as’ provnded herein, will result'in your bemg covered by

Well-control-insurance procured by Operator, provides,-among other terms, for $20,000,000 {200% W.1.) of-Combined Single Limit coverage for well contro! and
related redrilling and clean-up/pollution expense covering drilling (through completion} with a $1,000,000 (100% W.1.) deductible..

5y

[} Niarketing ElSction
Cimarex:sellsits gas under-arm!

v

71 elect to take my:gas in kind.

engthicontracts withithird party‘purchasers. Such contracts mayinclude {ees. |
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.

()1 elect to market my gas with Cimarex‘pursuant to the terms and conditions of its contracts.

iddition, penalties may be mcurred for msuﬁment

‘Comments ORAFE .

The abave costs are estimates only and’ antlcnpate trouble free operanons without any:foreseeable change in plans. The actual costs may exceed the estnmated costs
" lwithout 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 termof the joint'operating agreement, regulatory order or other a pplicable agreement covering'this well.

4

Clmarex Energy Co: Approval

‘|Ryan Braxton

1Doug Park

Joint'Interest:Approval

i
1

4/20/2011 1:46 PM




f cimarex

Lease Name: -Colorado 6 Fee-

Project Cost Estimate

o

Roads &Location Preparation’/ Restoration mzu 53 3 $3,500 ﬁ 500
Damages - oI | . $4,000{ opicc.ros $1:000 ] 5‘000 h
Mud / Fluids Disposal Cha'rgcs DIDC.I55 $30,000f ooz $13,000 5&513"000
Z&Zf:tg& : (l:’x't( ;'ZSIDI; Dlnys i . "2[ACP Doys @ Y 113;500] Per Doy RIDCLLS SG68,000f mcc.izo $27:000 ] 595’000
reparation Cost (mouse hole, rat hole, pads, pile clusters, misc.) DIOC.1a0 v ’ ‘ .
8its 0i3C.135 212'888 ) Dscr‘f? T S0 zi;ggg
Fuel i . .552:80|Per Gallon [ 8o0|Gallens Per Doy DIDT.135 511‘000 mcr";’a $4,000 515'000
Water / Completion Fluids - £.900{Per Day DIDT.A0 $10'000 D:c'cw ‘ ;5 $63'000 573‘000
Mud & Additives ~ BiDC.1a5 512:500 7 7 /{/ﬁ $12,500
Zuor‘);anclf'ol’?:/;ﬁ;ls [ 1,000{Per Doy | siocaso $5,000| oicc.ts0 | $40,000 $45,000
Fomotor Exsleaion 5T Corn o : : mRC.15s $16,000f mcc.aas $32,000 548,000
. , y Coring including evaluaqon, G&G Services) UDC.I60 $0 / S0
Mud Logging ‘ _ Fo $21 Doys @ © 15200} Per Doy oipcizo | $4,500 $4,500
Open Hole Logging ) "1 mincaso $20,000 ‘I '
Cementing.& Float Equipment DIDC.185 y oate 2000
e u'h.t,fsJ - $15,000f wicc.iss $20,000 $35,000
Casing Crews . < ?grio ‘52"000 ?!CEJM 21090 220
Extra Lobor, Welding, Etc. - ;:D:;g; z:‘ggg éls:liﬁ $$S,000 5.1 OTOOO
Land Transporation (Trucking) -DIDC.30S 53’000 aL;“) ;glggg S;zggg
a DDz 4 L.y 0 3
Sup.emszon _ PerDoy | pocato |- $12,600{ oicc.se $12,000 $24,600
Trailer House / Camp / Catering :700|{ Per Day DIDC.250 $4,000] oicc.ass $1,000 - - SS'
Other Misc Expenses DIDC. 270 $2"000 c-;r;:';c; $2‘000 54!000
Overhead [ --300}Per Doy $21000 m;c. 19; ' deggg
Rem‘edial Cementing * . ‘,SO a:rr;!; ' S0
MOB/DEMOB - $45,000(7% 7 545,000
Directional Drilling Services s I .0l pays @] <8,000|Per Day | pinzas ‘ 50 7 — $0
Dock, Dispgtchcr; Crane D1DT,250- S0 ‘ S0
Ma.rme & Air Transportation OINCAIS 50| oiccso | $0 S0
Solids Control ) ) <'13;'000[Per Doy . | owcaee $15,000 % 2 515,000
Well Control Equip (Snubbing Svcs.) ' MOC.265 512,000 Du:c:,:»z:;c » $3 5(50‘ 515‘500 ‘
Fishing & Sidetrack Operations : DIDC.IT0 SOI oiccaas l 50 ’ 50
Cor.'nplet.:on Rig . . -3| Days @ | .:3,500} Per Day R L T, 4 nDicc.is $10,500 $10,5001 -
Coil Tubing i Days@ ) - - Per Day : DICC.250 50 50
Completion Logging, Perforating, WL.Units, WL -Surveys DICL.200 $10,000 $10,000
Stimulation - DICC 210 $258,000 $258,000
Legol / Regulatory / Curative DIDC.30D $10,000| opiccago S0 $10,000
Well Control Insurance i = 480235 Per Foot DIDC.285 $1,00007% 7 / o 51:000
Conungen.cy : i. »5%iof Drilling Intangibles _Pipass - $1 niLe.22e $26,000 . /544,000
Construcrz.on For Well Equ:;?mcnt ,'2 L DWEA.110 $6,500 56,500
Construct:.on For Lease Equipment R, 1 DLEC110 $52,500 $52,500
Construction For Sales P/L IO e g | $5,500 $5,500
Total Intangible Cost: $387,600- $614,000 -$1,001,600
Casing ' Size Feet S/ Foot WHAibtsa? 7 2
Drive Pipe ' 020 " -00,00]:.+$100:00] nwes.150 S0 50
Conductor Pipe L -.0.00}.  4$0.00! oweeiso $0 / $0
Water String g 000], 50100} mweniss 50 7 50
Surface Casing . %85/8"]-  '950:00. 522:18| vwes.sios $21,000 $21,000} -
Intermediate Casing’ -0 000k, -$0.00] oiwes.iss S0 S0
Drilling Liner <000 :80:00) owze.aas. ) S0
Drilling Liner . *0.00{:- 380.00] owes. s S0 S0
Production Casing or Liner 3000:00}: 4519.93 i, %, DWEA.100 $60,000 560,000
Production Tie-Back - ) 4 o E0i00) ¢ S0I00VEA ' DWEA.100 S0 S0
Tubing - ' ) v 27/8% T 2300.00] - . 156:83 A DWEL 105 $16,000 $16,000
'IN/C Well Equipment ' / ! __,% OWEA LS $6,500] - $6,500
Wellhead, Tree, Chokes DWEB21E $5,000} owraimw $10,000 $15,000
Liner Hanger, Isolation Packer DWERG 40| nweais .50 TS0
Packer, Nipples s o DWEA.130 50 50
Pumping Unit, Engine / LAy % DLEG, 1650 $125,000 $125,000
Lift Equipment{BHP, Rods, Anchars) / Y74 0LQ.105 $62,500 62,500
N/C Lease Equipment Vi 7 o1 $21,000 $21,000
Tanks, Tanks Steps, Stairs / DLEQLI20 $13,500 - $13,500
Battery (Heater Treater, Separatdr, Gos Treating Equipment) DLEQ.12D $29,500 523,500
Flow Lines {Line Pipe from wellheod to central facility) ¢ Py D010 55,500 32,500
Offshore Production Structure for Facilities ¢ » ﬁo_u £15 20 . 20
pipeline to Sales i R ' 0 ' >
Total Tangibles . 526,000 349,500 L
T X Tootam | w000l mecws | -ssooo0] 50
Total Cast S403.50 208350 El

4/20/2011 1:46PM



Cimarex'Eneroy Corr :
600'N. Marienfeld St.
Suite 600

idland, Texas 79701

PHONE 432.571.7800.

| cimAREX |

April.20, 2011 !

Via U.S. Certified Mail-Return Receipt No.91 7108 21 33"5393? '9627-5619

MY.CO Industries, Inc. _

Attn: Hannah Palomin, Land Manager
- P.O. Box 840

, Artesia, New Mexrco 88210

Re: New Well Proposal-Colorado 6 Fee No.1
' Township, 19°South, Range 26'East, N.M.P:M.
Section6: - - 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 Mexico.

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

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

Enclosed, in duphcate is (1) our detailed AFE which sefs 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 i insurance procured by Crmarex and-will be responsrble for your share of
‘the cost.




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

In the re_ventgyou do- not wish to participéte in drilling. the Colorado wells, Cimarex will
consider :acquiring ‘a ‘term -assignment -of your leasehold interests. Cimarex’s offer is
contingent upon final venﬂcatlon of your title and is based on the following general
terms: ~ e

i.) ~ Bonus consideration of $1000.00 per net mineral acre delivered; ,
i.y  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 -eellithe' ‘undersié‘nedf,-wit_h-any q‘uefs'tions- or c‘omments,-
. 'Resp'e‘c'tful'ly Submitted,

Cimarex Energy Co- |
/ &‘W/

gl
Hayden P. Tresner
Landman!

- ELECTION TO PARTICIPATE
Colorado 6 Fee No.1 Well

Elects._m:.participa‘te-in:the-ﬁpropbsed' Colorado 6 Fee No.1-Well

: Elects NOT to paﬁicipate‘ in the proposed Colorado. 6 Fee No.1'Well.

Dated this- —____dayof 2011,

Company:

Signature: _

Printed Name:

Title:

Page 2




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

CIMARE;

If your electlon above is TO partnmpate in the proposed Colorado 6 Fee No. 1WII then:
Elects TO be covered by well control insurance: procured by C|m_arex
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.

S

{ Februaryzs;*zon' ] |

B T

No;:| T TRrospactor.kield Names,

7 L |- Well - Dillliig AFENG.
- *Permian:  Colorado'6'Fee ‘Paddock Extension-West

v b ok i

R e et 2 b £ S

Sec. 6-195 <26 - ' Eddy- : N o x\. el | X
: ;- i . Gos .__\Prod

it

CompJDate. e

|Originafizstimate:
4‘ Revised Estimatc:
\Supplemental:Estimote

oloj@

: Pro]ectxDescripllon '

\intangibles _ ‘ Dry Hole:Cost - : After CasingiPoint - Completed:Well:Cost
\DritlingiCosts a S _$387,600. $387;600:
|CompletioniCosts + 5614,000 - *$6314:000 -

" Totaliintanglble:Costs- _$387,600 :$614,000 - '$1,001;600-

“Tangibles:. . )

“|welEquigment” . 526,000 | $280,000 ' '$306.000
LeasciEquipment:. : WW///& 569,500 $69,500-
Total:Tangiblé:WelliCost- j %$26,000% '$349,500 . .$375)500-

[PlugandiAbandomCast. ] — S30.000 ] ~$30,000 E 50 ]
Total\Well/Cost - , ~5A43,600: ) +$933;500+ $1;377:100-

‘i LAl tubulars, wellior; "lease equlpment isrpnced by COPAS and'CERS guidélinas:usingithc, Hnstonc i M(:Itilié.

- well Control Insurdnce i : 5 S . . i
Unless; otherw:se mdlcated‘belowwou,,as’a non operatmg workm mtcres wne agree tn be'covered by perator‘s wellfcontrol linsurance: procured byﬁpemkor 0
long'asiOperator; conducts; opermnons hereunderandito'pay.your, prorated share‘; ithe'premiimstherefore: Ifiyouielect'to: purchase your owniwellicontrol
insurance, youmust:provideai icertificate:of’such.insurance: acceptable to' Operator asitoiform andilimits;atthe timeithis‘AFE is:returned, if’ avarlable but in:no.event
llater'thanicommencementiof.drillingioperations: - You'agree that/failure:to; providaithe cedtificate of insurance;as: provided'herein, will'restilt'in'your being covered by
linsurance)procured:by'Operator.

X E Velect to' purchase’ my gvmiviell cmmilnmn:c‘boiicy'

i Well fcontrol insurance:procured. by Operator,:provides;:among'other.terms,:for. $20,000,000 {10055 W:.):ol: Combined Single:Limit coverage for well'control'and:
related redrilling and' clean-up/polluzlon expense covering-drilling’ (through:completion) witha’$1,000,000°{100% W.L.)' deductlble

} Miarkating, Electlon N : ' . _
cimarexiselisiits; ;gasunder’ arm 'S¢ Iengthwcontmcts wrth-’thlrd:party,purchnsers. Such‘contmclsfmw‘include Iecs nd addn(ion* penames may be mcurred for msuﬁ"aent
volumes:déliverediover timerShould: ‘you'choose:to:market: you' share. .oligas with:Cimarexzyou:willbe:subjectitoall:of the! terms'of such:contracts. Ugoniwritten
{requestitoiCimarex's:Marketing:Departmenit, we: will share:with you the terms and’conditions pursuant’to-which gas will:be sqld

[ Fetect totake my gas'in ind:
Oretectto, marketmy gas with Cimarex pursuant to the terms.and condIUans of its contr.rc!s.

BCommentsonAFE. _ ~. . . L
The'above!costs'are;estimates; onlv and anuclpate,«troub frce operatio
withotitaffecting'the. aiithorization:for.expenditure’heréin/grantedis by approv‘al BEHISTARE; sthe: \vorhng mtercst owner. agrees to:pay its’ propomonate ‘sHare’ of
actuallegal; curative; regulatory: and well'costs-under term:of the joint'operating agreement; regulatory‘order:orother: applmble agreement-covering thisiwell.

) sCimarex: EnergyACo.,ApprovaI
Wprepared by . . i Dnlllngand Complation Manager.. . ,

_ {Ryan Braxton ) DougiPark' Ro'ger'l\lexand'cr

-JointiInterest Approval:

4/20/2011 1:46PM



‘Project Cost Estimate-

Wcll No.:

AfterCaslng
. Polit.

Completed weil §
[

Roods &Location'Pieperotion’ tion® S s
fhoas ;m‘s ocation Preparauan,/Rcsroryuon . . ma;:sa.. ] 'S3pj99° - 553500 533500
Mud /Fluids Dispasal Charges: L ég‘,ooo - L 103 $1,000 $5.000
f:/ R:re- b, -~ ¥siomDays | . 22lACPDays@ . .£13i500{PerDoy ‘Sﬁg'gg :;i’lfi zzlilggg 2;2’223
isc Pr : = Rdadlicbdd G 372
Bh.;c eparation Cost-(mousc hale,:rat halc, ‘pads,:pile clusters, misc.) giiggo G 1WW $12,000
Fuel + . %52.80]Per Gollon — - 313000 oee i S0 S15.0004
e i :80]Per Gallon _-800[Gorlons fLsro gf:cr - 211.'000 ez 54,000 515,000
Mud & Agditives . . — 510,000, piec 23 $63,000 573,000
Surfoce Rentals I ‘ T 1.0000Per Do Zifm :SIEFSOO‘WZJ 2 7/ 512,500
Downhole:Rentals - = . .’:‘: SJ'.O'OO SIS 540,000] 545,000
J{Formation‘Evaluation (DST, Corlnn’mcluqu evaluation, G&G:Services), © Z,E:‘;;:, “SIG'EQg‘yn e ‘532;009 48,000}
|Mud Logaing . - [ 382]Doyr@ . 30:200[Per Doy | wcoto. 54“;00 . . 0
Open:HoleiLogaing - g s : $4,500
Cementing & FloctEquipment ~ DB 520,000 / ' 520,000}
Tubuler Inspections 5150001 _oicLiss '$20,000- 635,000
| Casing Crews 52,0001 _nice.:i0 .$1,000 -$3.0001"
{Extrotabor; Welding, £tc.. 55,000 oice.igs $5,0001 - $10,000
" |Lang’ Transporanon (Truckmg) . S3000) prec 170 510;.000 513,000
TrmlcrHousc/Camp%Carcr,ng P 0 pchU’P o Licies 51;000 $24.600
Qther-tiscExpenses ' ! ‘54'7000 DICC 255 51,000 *$5.000
Querhead ' ~ I~ #300[Per Day 22080 oesw 52,000 53,000}
‘{Remediol Cementing , — : "S“’OGO_ BICE, 195 32,000 54,000
MOB/DEMOB - i ng ??’“?;“‘” ;50 S0
Directional. Drilling'Services- i %0} Doys @, - -28,000}Per ey — 0 - 545'0,00
Dock, Dispatcher; Crane: ) = - ; : 50
{AMarinc &AirTronsportotion - ] ig Tzszzn 28 50
Solids Conitrol , 3000 e o T o —— g ' S0
|wellContror Equiptsnubbing Sves) ke ~3:000]Per Bo; T :Egoo L e 515,000
Fishing & Sidetiack Operations —f ':gg g:ii 1: $3:500 515,500
Complction Rig- . . - 3lDaps@| - .. PorDay- 17 T / "x"r“'-:t' 510, Ssg g
" Coil-Tubing - e Doy @ et s Pr.'rADn4y». - : ;u‘:c:r; - _:0 510'5{00
Completion’ Logqmg,*Per’omurg, WL'Umts, WL Sun.'eys . ; nvcr:;a siO‘doo =
{Stimulation: ] T ; — L $10.060
{Legol /-Requlotory /- Curanue . ) - ' DIRC200 - $10:0001- Zﬁ:;: 5258,022 5258,000
Weill Control'insurance. s> %50:35|Perfoot: Tpine.an ~'S‘1‘:000 gf//"/ 7 ) S'JOfOOO .
Contingency: {5 #5%tof Orilling intangibles- L nTadn, ‘Slsicoo zﬁ‘c 3ep $26.000 ‘54511,000 !
|Construction For WellEquipment o T at 10 S’G:SOO : Sggﬁ
. Coﬁslruct:anvForLcase Equipmoent. / 4 :mm.':,x‘a i 552:500 » 5"'2"500
.-VCansr‘rytrion;'For.\SaIesrP/l; : : ) : 7 o 1 ~axcc.;sz. SSESOO " ;5"’500
Total!intangible.Cost : .$387,600+ $614:000- ~$1,001:600
Casing M/f s
‘| Drive Pipe : |-owezmiso S0 _'So
o Canduclo:t-‘mpe COUERE0 S0 so‘
VolcrString. "SO 00| zveem.2a38 - 50 s0l
\surfaceiCasing; 522 18] v $21:000 21,000
{intermediate Casing 50 50
Drifling Liner. " 50 50
Drilling'Liner ; COAERIAS | 250 - S0
Production'Casing'or.Lincr 5+1/2Y - v.1519.93 £, LA, 100 $60,000 $60,000
Production Tic-Back . 0% - .~.$0:00 4 DWEA. L S0 50
|Tubing ) B r2i2/84k - -2300 ool ,':—55283 DV 105 $16,000 $16,000
N/C.Well'Equipment” SDUEATLS $6,500 56;500
Wellhead, Tree,.Chokes. {oveaus | -$5,000! pwtate $10,000 . 515,000
Liner Hanger, Isolotion Packer . wegnies | 50} owira12s $0 S0
Packer, Nipples. . . gf WELI0’ S0 S0
Pumping:Unit, Engine ’ ' ) A4 mIQicy 5125;000| $125,000
\ Li]t.Equipmc'nr'{BHP;;Ruds;‘/Jnchbrs); * ) o LIOUEQLT0N, ) .$62:500}: - 3562,500
BNRIL 1 + . =
N/C.Lease'EGuipment CDLEALLIS ¢ 5210001 521,000
Tanks, Tanks Steps, Stairs . A En.110 $13;500 $13,500
Battery [Heater Treater,Separator; Gas-Treating: Equipment) ) )74 HoDLEC. 1S :$29,5001 $29,500
Flow Lines (Line:Pipe fromawellhead:to: central facility) COLQL130 $5,500 $5,500
Offshore'Production’Structure for Facilities- pwea.sss] S0 $0
Pipeline-to'Sales: : LDWEAAD- SO : 50
Total-Tangibles :$26,000 $349,500 $375,500°
fpes costs : ' [ oczos | $30,000] miera7s | TSSO,OOO\ 50}
Total:Cast $443,600 $933,500- $1,372,100

4120/2011 1:6PM



Cimarex Energy-Co, -
500 14, Maridneld St
Suite 600

Midland, Texas 79701,

PHOME 432.571.7800

 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: °

.Cimarex Energy Co. (“ Crmarex ")-hereby proposes to drill the Colorado 6 Fee No.2 Well,

at legal location in. the NE/4SE/4- of Section 6, Townshrp 19 South, Range 26 East, -

.N M.P.M., Eddy County, New Mexrco

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 advrse you of any such modifications.

Enclo_sed; 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 msurance procured by Cimarex and wrll be responsrble 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. Cimaréx’s offer is

‘contingent upon final verrfrcatron of your title and is based on the following general

terms:

e
! Qil Conservation Division

| Case No.
i Exhibit No. 2]3

13,704, 5, 098




. '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:

| cmAre

-
N .

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; - : o ,

ji.)  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 Wall

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

Dated this____ day of 3011,

- 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

I.'f 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 _Cimérex

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 dnlllng 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, Chlef 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. 110

Houston, Texas 77046 0521

Page 3




Authorization For Expenditure

WellNIMe s

Permian. ’ Colorado 6 Fee 2

Sec.'6- 195 < 26E - Eddy ‘NM J Expl
. . Gas Prod

Original Estimate @
Revised Estimate - | Q.
Supplemental Estimate. ] o)

Drill and-complete a GIoneta/Yeso vemcal hole weII

S o 5

 Commentsion Wel

Intangibles A Dry Hole Cost: i After Casing Point Completed Well Cost
Drilling Costs ) $387,600 $387,600
{Completion Costs . . . $614,000 $614,000
Total Intangible Costs ) $387,600 $614,000 ) $1,001,600
Tangibles . . : ]
Well Equipment | 526,000 5280000 ‘ $305,000 ]
Lease Equipment ' faﬂmﬁ T 569500 569,500 - |
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

1, All'tubulars, well or Iease equ:pment is'priced:by COPAS and CEPS guldelmes using the Historic Price Multiplier.

Waéll Controlihsufance : ; : g

{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 operatlons -You agree that failure'to provide the certificate of insurance, as provuded herein, will result in your bemg covered by
insurance procured by Operator. -

Oretectto purchase-my own well control insurance policy.

Well control insurance-procured by Operator, provides, among other terms, for $20,000,000 (100% W.L.) 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. N

Marketmg Elections B e ol e gy S S :
Cimarex sells'its;gas under.arm’s-length.contracts with'third- party purch1sers Such ‘contracts may mclude fees In addition, penalnes may be mcurred forinsufficient
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. :

{1 clect to take my gas in kind.

Oreectto market my gas with Cimarex pursuant to the terms and conditions of its contracts.

The above costs are estnmates only and:anticipate trouble free operanons without.any fcresce‘:ble change in plans. T he 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 ;omt operating agreement, regulatory.order or other applicable agreement covering this well.
(

Cimarex; Energy Co. Approval

* g ST, o Y

Prepared by . %0 g DFiling’3Ad CompletioniManag BN 2y ReBIOnAlMARARET R G

Ryan Braxton ' Doug Park:

f Joint Interest.Approval

4/20/2011 1:45PM



Project Cost Estimate.

Lease Name; Colorado 6°Fee ) . . ' - ~Well No.: o ' 2

Raads & Locat/oanreparat/on / Restoration B INC 100 $30.000] Dicc.icn -$3,500 . 533,500
Daomages : .05 ©84,000f wicrans | $1,0001 55,000
Mud'/ Fluids,Disposal Chorges - OI0C.255 $30,000} wmiecz3s $13,000 . 543,000
Day Rate [ - slpHDays | “:2]ACP Days @ § :13;500|Per Day DIBC.115 " $68,000] miccaro | $27,000 595,000
Misc Preparation.Cost (mouse ho/e, rat hole, pads,.pile clusters misc.) ‘ ’ DInL.320 $12,000 . . A - §12,000
Bits , , . 2IDL.A20 $15,000} mic.izy sot $15,000§
Fuel L fi-- 7$2180!Per Galion i ?800 Gallons Per Doy oIDC.138 $11,000] miccado $4,000 $15,000
Water / Completion Fluids e 13,900} Per Day DIGT. 340 510,000 mreaas $63,000 573,000
Mud & Additives ' o1 $12,500 e 512,500
Surface Rentals . ' : b - 1,000 Per Day DIDC.I50 | $5,000] micciaa $40,000 - $45,000
'Downhole Rentals' C- i : DI, 108 $16,000f oicc.aas $32,000 548,000
Formation Evaluation (DST, Coring.including evaluanon, G&G Services) . DIDC, 160 . SO 1 S0
Mud Logging . <82pays@ ] . - “i1,200]Per Doy CiDE.470 $4.500 k A $4,500]
Open Hole Logging DIGL 180 '$20,00017 o ; $20,000|
Cementing & Float Equipment S . DIBC.1SS $15,000f oicc.1ss- $20;000 - $35,000
Tubular Inspections o DIBC.190 _ 82,000; bricc.i6o $1,000 $3,000
Casing Crews ) DIDC. 105 $5,000f mic.ian - $5,000{ . $10,000
Extra Labor, Welding, Etc. . . DIBC.200 $3,000f owcciam $10,000 . $13,000
Land Transporation {Trucking) | nIne.2Ys $3,000] oiccars $5,000 $8,000
Supervision : , ) Per Day 0IDT.240 $12,600] nicc.ass $12,000 $24,600
Trailer House / Camp / Catering 700{Per Day DIDC.28G 54,0001 - DiCe.ss "~ $1,000 $5,000
Other Misc Expenses : . T DINC. 230 $2,000] oicc.io6” 52,0004 $4,000
Overhead . ] : . 1 3001Per Doy | minc.azs $2,000] mcciss $2,0000 . 54,000
Remedial Cementing - ’ DIBC.231 ) S0} micczis S0 50
MOB/DEMOB' - R | oocaen $45,000/007757% $45,000
Directional Drilling Services - l -0l Days @ l .8,000|Per Day DIDL.245 S0 ) 50
Dock, Dispatcher, Crone i DIDEC.250 '$0 50
Marine & Air Transportation . . oICATS S0 SO
Solids Control | ~ 3,000} Per Day DISE. 250 $15,000%%7% 7 $15,000
Well Control-Equip (Snubbmq Sves.) - . o DIDL 365 $12,000] oicz220 $3,500] . - 515,500
Fishing & Sidetrack Operations DIGE.270 . S0{ oiccaas - 50 50
Completion Rig : 3 Doys @ |- - 3;500]Per Doy 7% A 24 Dicc.1is $10,500| - 510,500
Coil Tubing - - . iDays@k ¢ .. IPer Day 2 5 oiccee | ) 501
Completion Logging, Perforat:ng, WL Units, WL Survcys / MICC.200 | . $10,000 - 510,000
Stimulation _ . , A miec2io $258,000]  5$258,000
Legal / Regulatory / Curative - . DIBC.300 © $10,000{ oiccase .80 . $10,000
Well-Control Insurance .- -4$0.35{Per Faot : ' DIDC.245 51,0007 % $1,000,
Contingency [«* 18%|of Drilling Intanaibles . . . DIDLA3S $18,000f oicc.22 '$26,000 544,000
Construction For Well Equipment . ) : AT A, L DUEALLD $6,500 56,500
Construction.For Lease Equipment . / DLEQ.L10 . $52,500 $52,500
Construction.For Soles P/L T . P e DICC.365 $5,500 $5,500
Total Intangible Cast - o ) $387,600 $614,000 $1,001,600
Casing Feet S/ Foot PEIsat sy Mo i S
Drive Pipe +40{00}. $$100.00} pwen.is0 $0, 7 / 50
Conductor Pipe “10.00f "+ $0!00} prver.:an SO LSS 7 S0
Water String #0.00].  $0:00] owes.13s SopZy 80
Surface Cosing ©950,00)s 1522418 pwina0 $21,000{44%%, : $21,000
Intermediate Cosing 20000} : 80100} owen.ss S0 : LA . 50
"\Drilling Liner ' /0,00, 7 -380i00] pwrp.1az S04 ; . S0
Drilling Liner s 0000 DAWER. 348 SOvas C . s0)-
Production Casing-or Liner -*3000.00! y o 1/ 00 nwen. teg $60,000 S60,000
Production Tie-Bock ) 400001 NWEA.100 50 . 50
Tubing ) .  32300.00f - 3 ; DWEA.L05 $16,000 $16,000
N/C Weli Equipment - i o W ; A DWEALLS $6,500! . - 56,500
Wellhead, Tree, Chokes ’ : L DWED. 115 $5,000} twenizo " $10,000 $15,000
Liner Hanger, isolation Packer: ) o DWEL.100 ] $ DWEA.125 S0 SO
Packer, Nipples ’ : SAAIPA DIEA. 130 $0 S0
Pumping Unit, Engine: OLEQ.AND $125,000 ©$125,000
Lift Equipment (BHP, Rods, Anchors) DLEC, 105, 562,5001 _ $G2.500)
TanglblekL8dse Equipment; L B TR
N/C Lease Equipment DLEQ.1YS 521 000 521 OUD
Tanks, Tanks Steps, Stairs DLEQ,120 $13,500 513,500
Battery (Heater Treater, Separator, Gas Treating Equipment) DLEG.125 - $29,500 $29,500!
Flow Lines.(Line Pipe from wellhead to central facility) DLED, 120 $5,500 $5.500
Offshore Production Structure for Facilities DWEA135 $0 S0
Pipeline to Sales DWEA150 $0 S50
Tatal Tangibles $349,500 $375,500
{P&A Costs , - I piocaos | $30,000] oiccars | -$30,000] 50
Total Cost ) - : $443,600 $933,500 . $1,377,100

4/20/2011 1:45PM



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-Colorado6 Fee No.2
Township, 19 South, Range:26 East, N.M.P.M.
Section 6: NE/4ASE/4
Eddy County; New Mexico

Dear Hannah:

Cimarex Energy Co. (“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
'Gloneta-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

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.y  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

| cimAREX |

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




CIMARE

Authorization For'Expenditure

Date'Preparad’ . R
February.zs, 2011

T sy

iRTospect or FleldiNam

A £

2§ g :Prouenv:Number,, i

Drilllng AFE-NoO: -

Permian Paddock Extension-West

N . ; ) cdypewell .

Sec.6+195-26E : £ddy- 1 NM Oir X el X
Gas Prod

N ¢ L) amp:Late 0 0 dp -
Original Estimate 4 @ ‘ ‘ $34000%
fRevised'Estimote Qo : , Glorieta/Yeso : Dep
Supplemental Estimate’ O | :3,000"

R Project Descﬂnlion , S
|orilandicomplete’a’ Gloneh/Yeso vemcal hole wcll ;

Intangibles : Dry Hole Cost: After Casinp Point - Completed Well Cost:

DrillingCosts . .5387,600 ) '$387,600

Completion Costs - - 5614,000 $614:000

Total Intangible Costs’ :$387,600 -$614,000 $1;001;600
‘iTangibles:

Well Equipment '$26:000: $280,000 $306,000

Lease Equipment .V,VXW,/Z?ZWF/,&EW 569,500° $69:500-
“Total:Tangible.WelliCost . . 2$26,000:- .$349,500° -$375;500«
‘|Plugand‘Abandon:Cost- ] I $30,000: 1 -$30,000 ! .S0- |
' TotalWell Cost . 5443,600; $033,500 ’ $1,377,100

N Comments oh Well Costs . : PP
1. Allitubulars;well o leasc equ:pmcnt is' prnced by COPI\S and CEPS gu:dclmcs usmg the H:sloruc:Prnce Mulnpncr.

8 Well Contra! Insurance : ’ Con 3 ) .

{Unless otherwiseiindicated bclow,xyou*%asxa*nun-opcratingl\vorhnminteresl owner agree'to be! covered by. Opcraxor’s well-control msunnce procuredlby Opemtor 50
{longas.0perator. conducts’ ‘'operations’hereunder;and ta;pay; your: pror'ltcd shareiofithopremiumstherifore, Hif. youeléct tospurchase your awn'wellicontro!
insurance, youmust;provide a:certificate’ol:suchiinsurance acceptableito,Qperatar, as toformiant fimits;:at thie time this AFE isreturned, if available, but in noevent
‘{later-than'icommencement of drillingioperations. ‘Yau:agree that/failure to provide'the certificate of insurance; as provided herein, will result-in'your-being covered by
insurance procured'by Operator, '

[ 1'elect to purchase ny o well controd Insurance pelicy..

Iwelt-control insurance’ procured’ by Operator, provides, among; other'terms, for'$20,000,000/(100% W.1.) of Combined Single Limit coverage for.well control'and
related:rédrilling:and ¢lean- up/pollunon expense covering drilling (throughcompletion) wnh 2:51,000,000:{100% W.1.} deductible.

R iarketing Election .
Cimarex sellsiits'gas-under; arm 's:len

|volumesidelivered'aver:time: Should you ‘choose'to: marLet \you'share! o!‘gas wnh Cimarcx, you: wdl ‘be: SUbjECt to aII ‘of:the: terms of such contracts: Upon wiritten
dréquestito Cimarex's Marketing Department, we will'share.with you'the terms:and:conditions-pursuant.to which:gas:will be sold.

DI1'clect to take my qas in Kind.
[ 1:cfectito market my gas with: CGimasex pursuant to the terms and condilons of ts contracts,

he'actuakicosts'may'exceed'the’estimated costs
terest owner agrees to pay its' Propomonatershare of

DougiPark |RogerAexander

Jomt lmerest“ ,pproval

4/20/2011 1:45PM-



Lease!Name:.

Colurado'g-fce

f Intangibles

Project.Cost:Estimate

, Hale Cost

Well No.: 2

_.oLodes,

.. Bolint

After Casing: | Corpleted Weil §
. Cost .

|Roads & Location*Preparation’/.Restoration- DIBC:I00- '$30,000{ oiccaon .$3;500/" - 533,500
‘[Damages ) -GIDCING 54,000} :micc.05 $1,000 $5;000
{Mud 7 Eluids Disposal Charqes’ . © pIC2SE 530,000} ncciaas $13,000 543,000
Doy Rate i z5[pHDays. F  w2JACP Days@- | 13:500{PerDoy | twras L 5GB,0001 “nicc.izn. .$27,000 595,000
Misc Preparotion:Cost {mouse hole;rat hole, pads,:pile clusters, misc.) nine,0- |- -$12,000 A $12,000
Bits . ) 5 $15:000} mzeas -$0 $15.000}
Fuel |2 %82:80|Pcr Gallon {. 2800|Gollons-Per Day- | DO '$11,000] soiceinzo S¥,000 $15,000] -
Water;/ Completion Fluids ) - a’»l'LSOO]PerDcy Pl SRS $10,000| oiccazs . :563;000 *$73,000
|Mud & Additives. DIDT, 145 '$12,5004 . $12,500}
Surfoce'Rentaols | 33000[PerDey |- micciso- '$5:000} :0icc.130° 540,000 $45,000
|Dowwrihole Rentals : {102,255 $16,000] mccies - .$32;000 548,000
Formation Evaluation'(DST; Coringincluding evaluation, GEG Services) LD 5017 50
|#ud Logging. {5 .~iS2lDays@ | . - $1,200]PerDay- |. oiocam - 54,500 $4;500
‘|OpenHole Loaging . . : ©pIpTInn '$20,000 - :$20,000
Cementing:&Float Equipment” -oincizs $15,000} . wicciss { 25201000 "$35,000].
Tubular Inspections DIBL.100" :$2;000| - -mice.ann.- /$1,000] 153,000}
Casing:Crews vInc.2us $5,000] .mcesscs :$5,000}. $10,000
Extralabor, Welding;:Ete. UDC200 $3,000} "oicc.170 1510000 $13,000
\tand Transporation'(Trucking) . DRG0y -$3,000| wicciisy :55:000}: $8,000|.
Supervision: ' *Per Doy viseo: 612,600 prcciign /512,000 524,600
Trailer'House:/.Camp:/ Catering: - ™¥700{Per Day | pioc.aao 54,0001 mceass $1,000 $5,000
_|Other-Misc.Expenses . DI | $2,000f mece.san $2,000 $4,000
Overhecad i -300!Per:Day DID225 52,000 mcoass - §2,000 '54,000
Remedial-Cementing [inee Al -S0}. el - S04 . 50
MOB/DEMOB - DIDLO, $45,000§7% $45,000
Directional Drilling Services |: [0 Deys@) ¢ +8,000|PerDey |- mistiim S0 50
Dock,.Dispatcher, Crane- i [ric et .S0f .prezasn S0 50
Marine.&Air Tronsportation . pIREITS S0} viccizsn $0 50
Solids Control” |- -:3,000}Per Dy | oioree 515,000 $15,000
Well Control Equip{Snubbing'Sves:) ) BISLES $12,000! swri2an $3;500 $15,500}
Fishing & Sidetrack:Operations DIBC.270: |- -S0| - oicziass 80| 50
Completion'Rig ' e 93}Days@ | o ©3:500)Per Doy P A, 510,500 $10,500
Coil Tubing PR | Days@ k . MPerDay. - S0 S0
Completion:Logging, Perfdrating, WL Units, WL:Sirveys: DIcC.260- |- $10,000 -$10,000
|stimutation : A e $258:000 '$258,000
Legal /Requlatary / Curative, BIDCD 610,000} oiccass 50 *$10,000
|Well ControlInsurance . 5 %$0:35[Per Foot | pipmans $1,000%7 7 $1,000
Contingency .. .- 45%lnf Drilling'intangibles DIRTA3Y -$18,000} *vice 220 $26,000t 544,000
Construction-For Well.Equipment S 7 | DWES110 $6,500 56,500
Construction:For-Lease Equipment SpLEQLLIY -$52,5001- $52.500
ConstructioniFor Soles P/L- % P Dicras ;65,5001 $5.500
-Total:Intangible'Cost '$387,600 '$614,000:- -$1,001,600
Casing / A
Drive:Pipe Lowesase:|- :S0 S0
Conductor Pipe L OVAERIS S0 S0
WaterString COVITRIESS SOV S0
Surface Casing: ; COWERTAE $21,000 521,000
{Intermediate Casing L3  %0.00 S0 S0
Apritling Liner: 0o}t $0 0
Drilliriq Liner -2 40l00]: S0 ; S0
Production:Casing'or Lincr i #3000:001 J8 nuithuen. :$60,000}" $60.000
Production:Tie-Back. 270,00 DT . $Oi. $0
Tubing 2300100+ 45 sDWEAIDS -$16;000 $16,000
N/C Well Equipment - DWEAZLS -56;500 56,500
Velthead;: Tree;:Cliokes oens} $5,000}-cwen 0 $10;000} $15,000
\Liner Hanger,solation Pocker |- owessed: | S0} pwehas %o 50
Packer;Nipples 7 A DwEA 30 S0 50
VPumping-Unit, Engine % 7 DUEQ.100, .$125,000 '$125,000
* |Lift.Equipment.{BHP,'Rads, Anchors)- EDLEQI0S. :$62,500}. 562,500
N/C Lease.Equipment- :DIEQL1TS | :$21,000 $21,000
Tonks, Tanks'Steps, Stoirs: DLEQ;120 $13;500/- $13,500
Bottery.(Heater Treater, Separator, Gas-Treating:Equipment). ,ﬁ DEQ.ITS $29,500 $29,500
{Flovrtines:{Line:Pipe'from wellhcod'to central focility) DAL 30 -§5,500 55,500
Offshore;Production.Structure’foriFacilities: DUEASS | S0 S0
Pipeline'to'Soles: SINEN A SO 50
Total Tangibles: .$26:000 +$349;500: :$375,500
[PEA Costs [ oweans | $30,000] oiczzrs | -530,000] 5o}
Total Cost -$443;600 $933;500: -$1,377,100

4/20/2011 1:45PM



Cimarex: Enel;gy Co.
600 M. Marienfald St »
Suite 500

ridiand, Texas 79701

PHOME 432.571.7800

April 20, 2011

Leasehold Owner Address List on Page 3

Re: New Well Proposal-Colorado 8 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 ié 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 wnll adwse you of any such modifications.

Enclosed, in duplicate-, is (i) our detailed. AFE which sets forth the -estimated costs
associated with the well,-and; (i) 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 wnll 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:

e

i Oil Conservation Division
| Case No.

’ Exhlblt No-%‘H C

\—h_.




New-Well Proposal-Colorado 6'Fee No.5

" Township, 19 South, Range 26 East, N-M.P.M.
Section 6. SWI/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; :

i.y  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.

Aovad, )
Hayden P. Tresner
lLandman

ELECTION TO PARTICIPATE
Colorado 6 Fee No.5 Well

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

Elects NOTto 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, NM.P.M.
Section6: SW/4SE/4 -
Eddy County, New Mexico,

CIMARE,

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 110

Houston, Texas 77046-0521
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Authorization For Expenditure

g S Lt

DatejPrepared

We

iiName:

kﬁﬁgprospec TR EIEldINaMe LR I Erop

Paddack Extension-West

Original Estimate
Revised Estimate Glorieta/Yeso WVertical,Depth.
Supplemental Estimate | 3,000 |

Project Desciiptio

|brill'and completea GIorieta/Yeso-vertical hole well.

Completed Well Cost

Intangibles Dry Hole Cost After Casing Point

Drilling Costs $387,600 -$387,600
{Completion-Costs $614,000 $614,000

Total Intangible Costs’ $387,600 $614,000 $1,001,600

Tangibles .

Well Equipment { $26,000 $280,000 ' $306,000

Leose Equipment P, 17 . 569,500 $69,500

Total Tangible' Well Cost $26,000 ) .$349,500 $375,500
[Plug and Abandon-Cost I $30.000 -$30,000 i )

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

i VT

 Commentsan-Wellcosts

1.. All tubulars; well or lease equipment is pnced by’ COPAS and CEPS guldehnes using the Historic Price Multiplier.

Wall.Control-insurance.,.

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 S0
long-as Operator conducts operations 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 i msurance, as provided herein, will resuit in your being covered by
insurance procured by Operator. -

C1etect to'purchase my own well controlInsurance policy.-

Wellvcontrol_insurance-procured by Operator, provides, among other terms, for $20,000,000 {100% W.1.) of Combined Single Limit coverage for well control and
related redrilling and clean-up/pollution expense covering drilling (through completion}with 2 $1,000,000 (100% W.I.):deductible.

Marketing Election

Cimarex sells its:gas under arm's-| length contracts with third’ party purchasers Such ‘contracts'may lndude, es. in addition, penalties may.be lncurred for msuffrcrent
volumes delivered over time. Should you chaose to market you share of gas with Cifarex, 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.

{T11 elect to take my gas In kind.

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

Comments on AREL S e e AR 4 !

The‘above costs'are estimates only'and anticipate trouble free operations without any foreseeable change in plans. The actual costs may exceed the estrmated costs
withaout 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.

Cnmarex Energy Co. Approval

S (e

Doug Park Roger Alexander

Joint Interest Approval-

4/20/2011 1:45PM
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Lease Name: Colorado 6 Fee

intangibles '

Project Cost Estimate

mpleted Welk

e e : Co el : c.Cost._.. .
Roads & Location Preparation / Restoration DIDC.ICH $30,000] mzcaos $3,500 $33,500
Damages ) DiBL.108 $4,000{ oicc.i08 $1,000 $5,000
Mud / Fluids Dispasal Charges DIBC.25% $30,000! oicr2as $13,000 $43,000
Day Rate l== 7 . 5|DH Days | “21ACP Days @ | °13,500|Per Day | oibcais $68,000] oiccazs $27.000 $95.000
Misc Preparation Cost {mouse hole, rat hole, pads, pile clusters, misc.) DINC320 $12,000 7 512,000
Bits oInC.12% $15,000f »icc.12s $0 $15,000
Fuel 1., . $2:80}Per Gallon | 7800|Gallons Per Day DIOC135 $11,000] pirc.iae $4,000 $15,000
Water / Completion Fluids ':1-‘,900! Per Day DINC.140 $10,000] o©ic<isss $63,000 $73,000
Mud & Additives . - DIBCAAS $12,500 04 A $12,500
Surface-Rentals ) b #1,000] Per Doy DIDLI50 $5,0001 owcciss 10 $40,000 $45,000
Downhole Rentals . DIBC.1 58 $16,000] ooy | $32:000 548,000
Formation Evaluation (DST, Coring including evaluation, G&G Services) IDL.1E0 SO RS A S0
Mud Logging b 2] 0ays @ | -1:200{ Per Day DIRC.17G $4,500 $4,500}
Open Hole Logging OI0C. 180 $20,000 ' $20,000
Cementing. & Float Equipment DINC.354 $15,000} ‘picc.i5s $20,000 $35,000
Tubular Inspections OIBC.130 $2,000{ obiccaso $1,000 $3,000
Casing Crews LIDC.95 $5,000] oicc.165 $5,000 $10,000
Extra Labor, Welding, Etc. HIDC.300 $3,000] mccam $10,000 $13,000}"
Land Transporation {Trucking) DHIC. 205 $3,000f oincavs $5,000 $8,000
Supervision .\ Per Day DIDT. 210 $12,600] ocicc.iso $12,000} $24,600
Trailer House / Camp / Catering 700{Per Day DIDC.IE0 $4,000{ bicc.ass $1,000 $5,000
Other Misc Expenses DIDC.220 $2,000! picc.ion $2,000 $4,000
Overhead { ':3002 Per Day MpC.22s $2,000] oicc.195 $2,000 $4,000
Remedial Cementing DIDC.231 S0} obicc.is . $0 50
MOB/DEMOB DI040 $45,000 ‘ / 545,000
Directional Drifling Services : | -0} Days @ | - *8,000{Per Day DUDC.745 SOk © 50
Dock, Dispatcher, Crone § DINC.250 S04 miecas 50

‘Marine & Air Transportation DIBC.275 50! miccass | S0 S0
Salids Controf . i “3,000|Per Doy | pincaso 15,000 7% ; $15,000
Well Control Equiip.(Snubbing Svcs.} MBC25Y $12,000f wicc.2an $3,500!. $15,500
Fishing & Sidetrock Operations 10270 S0{ oicc.aas ) S0 © S0
Completion Rig o 33 Days @17 < . #37500] Per Day 2, DIEE.135 $10,500 $10,500
Coil Tubing s \Days@ - - 7 IPer Doy DICC.260 S0 S0
Completion Logging, Perforating, WL Units, WL Surveys DICL.20G $10,000 510,000
Stimulation i DICC.210 $258,000 $258,000
Legal / Regulatory / Curative IDE.20D $10:000] miccamp S0 510,000
Well Control Insurance - ~*80:35]Per Foot DIDC.ES $1,000 G5 / 5$1,000]
Contingency | ... *5%l|of Drilling Intangibles DICCA3% $18,000{ niccace $26,000 $44,000
Construction For Well Equipment / DWER 116 $6,500] $6,500
Construction For Lease Equipment / DLEG,110 $52,500 $52,500
Construction For Sales P/L B, A oiccocs $5,500 55,500
Total Intangible Cost $387,600 $614,000 $1,001,600
Casing Feet S/ Foot R & P,
Drive Pipe --40:00|. "$100.00{ cwses.i50 SOF, S0
Conductor Pipe > S0:00) - - 3$0:00] owes.130 S0 S0
Water String . Q001 “150.00f pwis.ias S0 S0
Surface Casing < 95000} . 4 DIVED. 110 $21,000 $21,000
Intermediate.Casing -~ H0:004: DWER. 145 SO AT, S0
Drilling Liner 100): 50 / 50
Drilling Liner SOV S0
Praduction Casing or Liner ) W DVIERt0 $60,000 $60,000
Production Tie-Back : . / SR DN 100 s0 0
Tubing +72300.00; = 1 y 4 DWEL105 $16,000 516,000
N/C Well Equipment ’ DWEA.115 $6,500 $6,500
Welthead, Tree, Chokes BWEB.11S | $5,000{ DWEA.120 $10,000 $15,000
Liner Hanger, Isolation Packer DWER. 100 S0} DWEA 125 $0 » S0
Packer, Nipples : DWEA.130 $0|° $0
Pumping Unit, Engine ! DLED.108 '$125,000 $125,000
Lift Equipment (BHP, Rods, Anchors) f / DLEQ:105 - .$62,500 $62,500
N/C Lease Equipment L 7 e 4 pen.iis $21,000 $21,000
Tanks, Tanks Steps, Stoirs ; OLEQL120 $13,500 513,500
Battery (Heater Treater, Seporator, Gas Treating Equipment) DLEQ.125 529,500 529,500
Flow Lines (Line Pipe from wellhead to central facility) o1£Q.130 $5,500 55,500
Offshore Production’Structure for Facilities 73 _Dwea 155 $0 S0
Pipeline to Sales % //,‘ OWENL150 S0 S0
Total Tangibles ) $26,000 $349,500 $375,500
[P&A Costs EE $30,000f occ2rs | -530,000} 50|
Total:Cost $443,600 $933,500 $1,377,100

4/20/2011 1:45 PM



Cimarex Energy Co.
600 N. Marienfeld St.
Suite 600°

Midtand, Texas 79701

PHONE 432.571.7800

| cimareX
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.5
Township, 19 South, Range 26 East, N.M.P.M.
Section6:  SW/4SE/4

Eddy County, New Mexico

Dear Hannah:

Cimarex Energy Co. (“Cimarex”) hereby proposes to drill the Colorado 6 Fee No.5Well
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 fo a total depth of approxnmately 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 detaned 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.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: o

i.) _ Bonus consideration of $1000:00:per net mineral acre-delivered;
ii.y  'Reservation of an ORRI equal to the dlfference between: 25% and current
. lease burdens;
ii.)  Primary term of Two (2) years wnth 180- day continuous development :
thereafter

Please call'the-undersigned with-any questions or comments.
Respectfully Submitted,

Cimarex Energy'Co;

W’/7¢/""’>"/
Hayden:P. Tresner
Landman

ELECTION TO P"ARTICIPATE
Colorado 6 Fee No.5Well

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:

| 4 Page 2




New Well Proposal-Colorado 6 Fee No.5.
Township, 19 South, Range 26 East, N.M.P.M. |
Section6: SW/4SE/4

Eddy County, New Mexico

If your election above is TO participate in the proposed 'ColofadO"G Fee N5e|, hen:
. QEIectS'I_Q be covered by well control insurance procured by Cimarex

Elects NOT to be covered by well control insurancéprocured 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

Page3




-Authorization’ For.‘Expenditure'

DateiProparcd. . . L
Februaryr?s, 2011.

ALk g e

¢ :Prospector FElNARe: o Lo Property,Nomber -} .. T 7. ""'«D'rilliﬁ’g‘AFENb‘.'

Permian | Colorado G Fee 5 PaddockExtension-West -

acatio . i O 5 ' Ale P

T . < L . oil X |Expl X
Sec.6-195-26E° Eddy NM o Prod

" ‘Eermation . ] TtiMeasured Depth. §
" | OrigindliEstimote: -’;0’3 -
‘Revised Estimate- Glorieta/Yeso Vertical Depth. - .
‘1Supalemental Estimate

: Projeét Descnpuon ) .
Driill'and/completea’ GIorleta/Yeso vemcal hole well

“lintangibles. . ‘Dry'Hole:Cost: - ‘After CasingiPoint Completed Well Cost
Drilling:Costs: | 7$387,600- . ' *$387,600 -

| Completion:Costs. . - . $614;000 - 5614,000
TotalIntangible'Costs $387,600- -$614;000 -$1,001;600

‘|Tanglbles
Well:Equipment. . | $26,000 $280,000 $306.000
Lease Equipment. G 569,500 569,500
TotalTangible:Well:Cost . :$26,000 $349,500° '$375,500

-|Plug’and‘Abandon.Cost I .$30,000° ] -$30,000 { -$0
TotalWelliCost. $443,600- :$933,500 . .$1,377,100:

. Commenls on»Well oRs. . e _ i ) &
irs; well'or lease equnpment‘ns pnced by: OPAS.and CEPS guxdehnes usmg the Hxstonc Prica’ Multnpher

“llong:as'Operator,; condu sfoperanons ereun and'to Pay.your, prorate shareo e7premlum "thercforc. lfyou elect to; purchase your own'well; control
insurance;youmust’ provideaicertifi caterof:suchiinsurance:acceptable to'Operator;as'to/form'andilimits;at the'time:this’AFE is returned; if-available, butin no event

" {ater.than: :commencement of-drilling'operations. “Youagree'that fallure’to provideithe‘certificate:of insurance; as provided herein, will result in your belng'covered by
insurance procured by-Operator.

T 'edect o:purchase.my ovn vell control insurance poticy..

well icontroliinsurance’procured:byi Operalor,yprowdes, among other terms, for $20,000,000(100% W.I:}of-.Combined Single:Limit coverage for well control-and:
‘Irelatediredrilling! and: clean-up/polluuon expensecoverlng drilling:{through completion) with'a'$1;000,000 (100% W.1.):deductible.

Marketlnp, Election:

Cimarexisells: nts'gas‘under arm s-length contmcts withi hurd p1rly4purchasers,x5uch contracts maynnclude fees. “ln=1ddition, penames may be mcurred for mSulflcienx'
. volumes delivered:overitime +Shouild! ‘you’choose'to: marketyou $Nare: ‘ofigas with' Cnmarex, youwill be'subjectto‘alliof theterms'of such contracts. Upon-written
|requestito. Cimarex s'Marketing Department,we' willshare:with you thetterms-and conditions pursuant to which pas-willbe sold.

D 1etect to take my gasin'kind.
[ 1ielect to'market my. gas with Cimarex pursusant o the terms and-conditions of s contracts:

approval'of: lh:s AFE the workmguntercst owner-agrees to pay.its prnpomonate :share: of
“lactuallegsticurative, regulatory and’ well costs' under term;ofthe'joint operating agreement,’ regulatory order:orother: 1ppl|c1ble agreement covering this'well,

Qpreparediby, . '|Regionalimanager- ... . -
+{Ryan:Braxton" {Roger Alexander

4/20/2011 1:45PM



Lease Name:

Colorado’6 Fee

§ Intangibles

‘Well.No.:

" ‘DryHole'Cost
Colles ~ © 7.

Aftér-Casing: | Complated Well

i ‘ ) o PR Cados. . Polnt. Cost .-
Roads’& Location Prepardtion’/ Restoration - omcen | $30,000!" oicc.:o8 -§3,5001 '$33,500
Damoges: DIDCI04 $4,000} owceins $1,000 * 55,000
Mud / Fluids'Disposal Charges. - DTG $30,000] oicc.nay 513,000 543,000
Day Rate 1% EdslpH.poys: 1 - $2|ACP Days @ 1 ~413,500]|PerDoy- | bwzas $68,000] oice20 $27,000 $95.000
Misc.Preparation Cost'{mouse hole, rat'hole, pads,-pile clusters, misc.) el ahaly] $1.2,000 fr 707 / '$12,000
Bits DINLIZY $15,000] gy - S0 $15.000
Fuel J=:. 482:80{Per Gallon {-  ~800|Gallons Per'Day DR $11,000] ot $4,000 $15,000
Water./ Completion-Fluids .1,900{Per Doy | mincaan 510,000} .mcL. 135, $63;000]- $73,000
Mud & Additives ' 10C A $12.500/%: 7 512,500
Surface Rentols. i A1,000{Per Doy 530350 $5.000) pireise :$40,000 - 545,000

{Downhale.Rentals: | mnags 516.000| sieass 1$32,000 543,000

|FormationiEvaluation (DST, Coring.including evoluation,-G&G Services) - DTG0 50 - 50
Mud Logging: . 352 Days@ - - - 51;200]PerDay- | aiot.iza $1:500 $4,500

10penHole'Logging : BIBCI0 .$20,000¥ ) '$20,600
Cementing: & Float Equipment DIDLILY $15,000]: -biceiss 16201000 §35,000

{Tubular Inspections 0T, 190 $2,000| piccaco - -$1,000 $3,000
Casing:Crews: - DIE.3YYS $5,000} -miccans +$5:000 $10,000
ExtraLobor, Welding, Etc. DIGE0 .53:000} Diec.i0 :$10,000 $13,000{
Land Transporation {Trucking) U205 $3.000| mcciivs $5;000 $8,000
Supervision® “|Per.Day DL 612;600]. "pire.sen $12,000! 521,600
Teailer.House /- Camp'/.Catering- . +700|PerDoy | owenco $4,000] - tnec.2ss $1,000}. $5,000
Other MiscExpenses s | :52,000] Dpicc.iu0 52,000 54,000
Overhead ) |- 2300{Per Doy | mmcans $2.000] picc.igs. $2;000} $4,000
Remedial Cementing: .2 501 orccais S0 50
#A0B/DEMOE: , DINL.30 $45,000F 74 545,000
Directiong! Drilling Services: | 0| pays.@ <8:000{Per Doy | iorrax S0 S0
Docx, Dispatcher, Crone DL 80! oiccan 50 50
Morine & Air Tronsportation LT 50f oo S0 S0
Solids Control” . :3000lPerDcy | e $15,00087774+ i 515,000
Well-Cantrol.Equip-{Snubbing'Svcs.) LIS $12,000]. micezan | '$3,500]: $15,500
Fishing'& Sidetrack Operations. BHC.IT0 ¢ 500 miceass 50 $0
Completion:Rig. . -33{ Days.@: ~+ " 3.500{Per Doy e ; MCLALS '$10;500 $10,500

{Coil Tubing- . s Doys @4 .. L o Per. Doy - RINEALG S0 S0
Completion:.Logqing,:Perfarating, WL Units, WL Surveys ) DILCI00 -$10,000} 510,000
Stimulation- / 4 venio $258,000 '$258.000
Leqol’/ Requlatory / Curative: pinzao0 -] -610/000} mcezan S0} $10,000
well Control Insuronce. 1. 250:35]Per Foot MDT.ANS -$1,0005/77/777 ;W $1,000

{Contingency: I3 - - z5%lofDrilling ntanaibles DAY $18,000] -piccsro '$26,000). $44,000
Construction:ForWell'Equipment: [ HIZ BWEA.LLO $6,500/ 56,500
ConstructionFor Lease Equipment }o 7 oLEQLD $52i500 -552,500
Construction;For.Soles P/L: . # S 2GS +65:500 §5.500
Total'Intangible:Cost’ *$387,600- $614,000.  :$1,001,600
Casing 1 size: | et .$Yroots i 2 70 ; '
Drive Pipe -1 £40!00};-35100100] mwvezass |- 0 S0
Conductor Pipe .00} .-.5S0:00} b ', S0 S0
\Water String .00}, .:$0.00] ovnazs ] S0
surfoce.Casing ©2522018) pensa0. 521,000/ 521,000
IntermedioteiCosing L .50 S0
Drilling Liner 50
Drifling.Liner- : 50
Production:Casing or Liner PAESI00 560,000 560,000
Production Tie-Back 40000 4 AOVE5100 S0 50
Tubing +:2300!001 S AEA LY $16,000 516,000
N/C Well:Equipment 7 s -DWEALLS $6;500 $6,500| .
Welthead, Tree,-Chokes SOV ) '$5;000} -mwracizn $10,000 515,000

{Liner Honger,isolation.Packer | epvieERNe - S0L.mweaa s $0 50
Packer Nigples: : J -DwER 30 |- $o0 S0
Pumping:Unit, Engine % - DLERLI0N :§125,000}- $125,000
LiftEquipment.(BHP, RodssAnchors).. 0 LS '$62,5001. 562,500
N/C LeaseiEquipment - / 7 " oo is '$23;,000 $21,000
Tanks, Tanks Steps, Stairs- % IEQ 10 $13,500 '$13.500

{Battery (Heater.TreaterSeparator;Gas-Treating Equipment) - © LS $29,500 §29,500
Flovrlines{Ling Pipe from-weellhcadito:contral facility): 7 - DLEO.13D '$5,500 $5,500
Offshore Production'Structurefor Facilities - L DWEAL3S S0 50

Pipelineito’Sales - VLRGN S0 'S0
Total Tangibles- _#$26;000" $349,500. -$375,500
[P2s Costs [ wocaes | '$30,000f micears | -$30,000! 50
Total Cost $443,600 $933,500 :$1,377,100

4/20/2011- 1:45 PM



Cimarex Energy Co.
600 N. Masienfeld St
Suite 600

ivhidland, 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. I\/I
Section 6: SE/M4SE/M4 -
- Eddy County New Mexrco

}

Dear Leasehold Owner

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

The intended surface hole locatron for the well is 330' FSL & 990' FEL. The well is.
proposed to be drilled vertically to a total depth- of approxrmately 3,000’ to test the
Gloneta Yeso formatlons

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

Enclosed, in duplicate, is (i) our detarled 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 srgnature 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 responsrble for your share of
the cost.- ’

T —

" 0il Conservation Division
Case No.
Exhibit No. E 5

l

i

5
93 76t /905 /c,eg’



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 -fitle and is based on the following general
terms: - -

i) - -Bonus Consideration of $1000.00 per net mineral acre dehvered
ii.) - Reservation of an ORRI equal to difference between 25% and current
lease burdens;
li.y  Primary term of Three (3) years w:th 180- day continuous development
" thereafter - |

Please call the undersigned with ény questions orcomments.
Respectfully Submitted,

Cimarex Energy Co.

/ (;/,”,' ///’/c__->~'{/wﬁ/

Hayden P. Tresner
. Landman '

ﬂ""ﬂ‘

-

ELECTION TO PARTICIPATE
Kansas 6 Fee No.1 Well

)

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

Elects NOT to partieip‘a,te 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 V\/éll, then-z
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

{Cimarex Energy Co. ' . 1

Permian ' Kansas 6 Fee

[

Sec. G- 195- 26 . Eddy M

Glorieta/Yeso

IDFIH and complete a Glorieta/Yeso vemcal hole well

intangibles ] L Dry Hole Cost After Casing Point Completed Well Cost
Drifting Costs ' ) | _$387,600 . . $387,500
|Completion Costs , ‘ 3614,000 $614,000

Total Intangible Costs . ‘ $387,600 $614,000 ) : $1,001,600

{Tangibles .

Well Equipment . o 526,000 $280,000 $306,000
Lease Equipment e f;}ﬁf}”" A 3 $69,500 569,500

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

Plug and Abandon Cost { $20.000 . o j -$30.000 i ‘ S0

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

1. All tubulars, vell 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 contro! insurance procured by Operator so{
long as Operator conducts operations hereunder and to pay your prorated shara 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 resultin your being covered by
insurance procured by Operator, '

[OJ1 elect to purchase my own well control insurance policy.

well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W1} of Combined Single Limit coverage for well control and
related redrilling and clean-up/pollution expense covering drilling {throupgh completion) with a $1,000,000 (100% W.1.) deductible.

Cnmarex sells ots gas under army's-length contracts wuzh third party purchasers Such conmcts may mcludc feps in addmcn penalties may be incurred for msuffcxent
volumes delivered over time. Should you choose to market you share of gas with Cimarex, you will be subject [0 ali 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. ’

31 elect to take my gas in kind.

E] 1 elect to market my gas with Cimarex pursuant to the terms and con‘dition's of its contracts. .

Thn above costs are nstlmates only and-anticipate trouble frec operations without any foresecable 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.

Cnmarcx Energy Co Approval

S M\w»m

830

! . ' B 4/20/2011 1:55 PM



Proj‘ect Cast Estimate

Lease Name: Kansas 6 Fee ' : . Well No.: 1

Rocds & Location-Preperation / Restoration $30,000f oiccics $3,500 $33,500
Domoges ! $4,000{ oic.ios $1,000 $5,0001
tud / Fluids Disposal Charges . $30,000f oicr.ass $13,000 $43,000
{Doy Rate | 5104 Days | 2]ACP Doys @ ] "13:500] Per Doy $68,000) oice.13m $27,000] - 595,000
iiisc Preparation Cost {mouse hole, rot ho[e, pods, pile clusters, misc.) $12,000 &*MW&”% 54.‘ $12,000
Bits ’ ) . $15,000; wr.e2s S0 515,000
Fuel ! $2.80} Per Gullon | 800iGollons Per Doy 511,000 £330 $4,000 515,000
Water / Completion Fluids , : 1,900 Per Doy 510,000 o 5 $63,000 573,000
Miud & Additives $12,500 512,500
‘Surjacu Rentals. : B ©1.000irer Doy $5,000] migiam . 540,000 545,000
%Dov.'nho.‘e Rentols - - $16,000! . ;i $32,000; $48,000
Formation Evaluation (DST, Coring including evaluation, G&G Services) . Gl 50
Mudlogging o 82 bay@ T 1,200 Per Day o e 54,500
{Open Hole Logging R 0,000 ool
iCementing & Float Equipmaent N . 815,000 5 $20,000 535,000
| Tubular Inspections ; $2,000 ¢ $1,000 53,000
(Casing Crews " $5,000, $5,000 510,000
< {Extra Lobor, Welding, Etc. : $3,000 $10,000 $13.000
Lond Transporation (Trucking) $3,000! . & $5,000 $8,000
{Supervision . . o Per Doy $12,600 $12,000 < 524,600
Trailer House / Camp / Catering - . 700lPer Doy 54,000 $1,000 45,000
Other Misc Expenses . ) : 52,000 $2,000 - 54,000
Overhicad ] i 300{PerDay | $2,000{ i 5 $2,000/, 54,000
Remedial Cementing SOl micc2is S0 50
1OB/DEMOB ~ $45,000 f%g&ﬁﬁ%@é’}%ﬁ $45.000]
"iDirectiona! Drilling Services i ‘ i 0! Doys @] 8,000:Per Doy S0% ,yﬁ%ﬁ,f?‘ A ﬁ*,&%ﬁi 50
Dock, Dispatcher, Crane SO woccose | 'S0 )
sdarine & Air Transportation SO MitL.2ss S0 50
Solids Control ! 3,000 Per Doy S15,000 G e $15,000
wWell Control Equip (Snubbing Svcs.) $12,000 24 { $3,500 . 515,500
Fishing & Sidetrack Operations ) . S0 S S0
Completion Rig 3iDoys @1 3,500:Per Dy %W% 3 $10,500! ° :$10.500
Coil Tubing T Doy @ |- -~ 1Per Day Faad e e | © S0 K
Completion Logging, Perforating, WL Units, W1, Surveys i /ﬁ?ﬁ DI 260 $10,000 $10,000
Stimulction f&%/{éﬁ DICE 2 $258,000 $258,000
Leqal / Regulatory / Curative DIDTIg | $10,000! oiccoaso S0 510,000
Well Control Insurance $0:35}Per Foot B ' " $1,000 ;’ny S $1,000
Contingency | 5% of Drilling Intengibles $18,000] i $26,000 $44.000
i Construction For Well Equipment ’:Z‘Ni’ $6,500 : $6,500
Construction For Lease Equipment Jﬂ%ﬁ»’{ﬁ $52,500 $52.500
‘[ Construction For Saies P/L e 5%ﬁﬁi% ¢ $5.500 55,500
s
Total Intangible Cost \ , . $387,600 - $614,000 $1,001,600

Casing i Feet s/ Foot e
Drive Pipe , 220, “p - 40.00; - $100.00
Conductor Pipe o L 0.000 ~.. $0.00 50
§Wat<.*r String 0 T ‘0.063: " 80000 S0
E‘Surjm,‘ﬁ' Casing 858" | . $22:18 421,000
Untermediate Casing N N $0:00 S0
1 Drifling Liner 0 M. 10:00] - $0.00! )
Drilling Liner S0 o 0006 'S‘OZOVO' oy SO
Production Casing or Liner U 51/ 300000 519930 460,000
Production Tie-Back : 0 M JU0008 T  $0.00 30
Tubing , L P 27/8" - 2300.00] ' $6:83 $16,000 $16,000
N/C Well Equipment $6,500 56,5001
Wellthead, Tree, Chokes $10,000 $15,000!
tiner Henger, Isolation Packer 50 %O
Packer, Nipples _ $0 50
Pumping Unit, Engine $125,000 $.135,(_300
Lift Equipment (BHP, Rods, Anchors) $62,500 $62,500
gl et :
N/C Lease Equipment iiiggg S:L;;(;gg
Tanks, Tanks Steps, Stairs : : v “ 529,500 35500
Battery (Heoter Treater, Separator, Gas Treating Equipment) / A%y » , %f’foo
{7lows Lines [Line Pipe from wellhecd to centra! facility) /! BLEQ ’“ $5,500 7 J.J"O
%O/]’shorc Production Structure for Facilities _ — ‘1".9 ig - ;0
}‘if:a,l”'yfz;ogisbﬁt[a? $26,000 $349,500 $375,500
{p8a Costs | i 208 i $30,000] wice27s . -$30,000] . 50}
Tot IC.st $443,600 . $933,500 $1,377,100
otal Co

P
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Cimarex Energy Co. .

600 N. Marienfeld St..

Suite 600

Midland, Texas 79701 ;

PHONE 432.571:7800

| cimarex(|

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, Townshlp 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 approx1mately 3,000" tortest 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.




‘NewWell-Proposal-Kansas 6:Fee No.1

“Township. 19:Sotith,"Range-26:East, N:M.P.M,
Section-6: SE/4SE/M4 \
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)
i)

ii.)

Bonus Consideration of $1000.00 per net mineral-acre delivered:
Reservation of -an ORRI equal to- difference between 25% and. current
lease-burdens; o
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.

bl

aryR. 0-‘ r
Contract.Landman

ELECTION-TO:PARTICIPATE
‘Kansas-6iFeeiNo.1 Well

Elects TQ 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

ke 2

Kansas'6 Fee

Dateiprepared
February‘ZS 2011

Sec 6-195-26E

Estifate Type.
!Origina/ Estimate

{Revised Estimate

ISupplemental Estimate

olol®

N ST

tliMeasured:DeptmI

‘ProjectiDéscription,.

Drill and complete.a Paddock/Glorieta vertical hole well

_After Casing Point

Intangibles Dry Hole Cost -Completed Well Cost
Drilling:Costs $387,600 $387,600
Completion Costs 5614,000 5614,000
Total'Intangible.Costs $387,600. $614,000 $1,001,600
Tangibles
Well Equipment $280,000 $306,000
Lease:Equipment ey 569,500 $69,500
Total Tangible:Well Cost $26 000 $349,500 $375,500
|Plug and Abandon'Cost 530,000 ] -$30,000 { S0
Total Well Cost $443,600: $933,500 $1,377,100

Comimeénts on'Well;Casts

1. -All tubulars, well or lease-equipment is prlced by COPAS and CEPS gundelmes using the Hnstonc Pnce Multlpher

Wellicontralinsiirance

Unless-otherwise'indicated’below, you, as a non-operatingiworking nterest owner,-agree'to be covered by Operator’s well control'insurance.procured by Operator so
long as Operator conduicts operations hereunder andito:pay your prorated share-of the premiums therefore. 1 you'elect to purchase your own weli 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. -Youagree that failure to provnde the certificate of insurance, as-provided herein, will result in'your being covered by
insurance procured by Operator.

Cretect to purchase my own well control insurance palicy.

Well control-insurance procured by Operator, provides, among other'terms, for $20j000;000‘(100%:w.l.)'of Combinéd 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.

MarketingiElection

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
volumes delivered over time. Should-you choose to'market you share of gaswith 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.

O 1 etect to take my gas in Kind;

D 1 elect to market my gas with-Cimarex pursuant to'the terms and conditions of its contracts.

Commeéntsan 'AFE ; ; L » :
The above costs'are estimates-only.and anticipate trouble free. opemtlons wnthout any.foreseeable change in plans. ‘The actual costs may. exceed the est:mated costs
without affecting the-authorization for-expenditure herein‘granted. -By‘approval of this:AFE, the'warking interest owner agrees to pay-its proportionate share of
actuallegal, curative; regulatory.and well costs under term of the joint'operating agreement, regulatory’order or other applicable agreement covering thiswell,

Cimarex: Energy Co. Approval '

e e o e e

Dnlnng'and)Cbmpletlon“Manager S

Doug Park

Joint Interest Approval

8/2/2011 10:28AM



e S

Lease-Name:

~ Kansas 6 Fee

Project'Cost Estimate’

Well No.: . 1

$
Roads & Locat:on Preparation / Restoration DIBE, 100 $30,000} . oicc.1p0 $3,500 533, 500
Damages DIBC.A0S ‘$4,000] picr.ros 51,000 $5,000
Mud / Fluids Disposal Charges ) U0, 255 $30,000f miccaas $13,000 543,000
Day Rate B0 | DH Days i 21ACP Days @ It 2x-113,500} Per Day DINC. 115 $68,000] micc.izo $27,000] §95,000
Misc Preparation Cost (mouse hole, rat hole, pads, pile clusters, misc.) $12,000 [Fpeinri e $12,000
Bits $15,000] oice1as S0} $15,000
Fuel 1342382:80] per Gallon 1727 %800\ Gallons Per Day $11,000 . $4,000 $15,000
Water / Completion Fluids 31 1,900] Per Doy DIDC, 14D $10,000f micc.iss $63 000 $73,000
Mud & Additives B0, 148 . $12,500 et $12,500
Surface Rentals | 1,000{Per Day | mipcaso $5,000] oiccaan $40 000 $45,000
Downhole Rentals . MDC.I55 '$16,000] Dpiccaas 432,000 $48,000
Formation Evaluation (DST, Coring including evaluation, G&G Services) 2IDC. 168 SOLLE L e /f" $0
Mud Logging L2 0236] Days @ ] T Ell;ZQOJPer Day oINC,170 $4,500 ;"fw,ﬂr‘*"‘ /’}" S $4,500
Open Hole'Logging DINCA0 $20,000 e A $20,000
Cementing & Float Equipment DIDC.155 $15,000] wicc.ass $20,000 $35,000
Tubular Inspections MIDL.i50 $2,000} miccaso $1,000 $3,000
Casing Crews DIBC.IT5 $5,000; micc.i6s $5,000 $10,000

. Extra Labor, Welding, Etc. noc.2on 83,000 mccan $10,000 $13,000
Land Tronsporation (Truck:ng} i Dibeacs $3,000] oicciirs $5,000 $8,000
Supervision " dPer Doy DBC.210 $12;,600! wicr.ase $12,000 $24,600
Trailer House / Camp / Catering Per Day DIOC.240 $4,000f ovicc.2s5 51,000 $5,000
Other Misc Expenses DIDC.7ED $2,000f oiccioo -$2,000¢ 54,000
Overhead fBOO'{Per Day DINCA5 $2,000; miccaes $2,000 $4,000
Remedial Cementing DIDC.234 ©80f breas 50 S0
MOB/DEMOB - ~oine.a $45,000 A $45,000
Directional Drilling Services i @[, i8,000]Per Day BIDC.2AG SO SR S0
Dock, Dispatcher, Crane DIRC.250 S0} piccase $0 S0
Marine & Air Transportotion DINC.275 50| micczso ] ]
Solids Control F- 7 5000{Per Doy | wocase $15,0008475%7% % ",51 415,000
Well Control Equip (Snubbing Svcs.) BIDC.2E5 $12,000f picc.za0 $3,500 $15,500
Fishing & Sidetrack Operations . ) DICC 245 $0 50
Completion Rig :-#31500{ Per Day DICC.11S $10,500 $10,500
Coil Tubing o 0L Per Day DICC.250 S0 S0
Completion Logging, Perforatmg, WL Units, WL Surveys DICC.200 $10,000 510,000
Stimulation . et AEIPAF] DICC.0 $258,000 $258,000
Leqgal / Requlatory / Curative oIpC, 300 $10 OODI OILC.280 $0 $10,000
Well Control Insurance ¢ 3480135 Per Foor DItE.235 31,000 {ELB st $1,000
Contingency Ve * . 35%] of Drilling Intangibles 518 000 picc220 i $26,000 $44,000

{Construction For Well Equipment 8 DWIEA.110 $6,500 56,500
Construction For Lease Equipment: DLEQ,110 $52,500 552,500
Construction For Sales:P/L OICC.265 $5,500 $5,500
Total.Intangible Cost $614,000 $1,001,600

Drive Pipe

00] pwzn.so

Conductor Pipe

) pwin.iao

Water String

DWER.13%

Surface Casing

2:18] pwEE.140

intermediate Casing

50100

OVED. 145

Lift Equipment (BHP,-Rods, Anchors)

Drilling Liner . t80°00] pwen.ias L
\Drilling Liner 1. *50:00 Ty
Production Casing or Liner 100} $19:932ar e 1 DWEA.100 560,000 $60,000
Production Tie-Back . - A‘»‘S:O{OQ' 7 A oweaico $0 $0
Tubing 2Tl - sfs'sEss' 7 2 civnios $16,000 $16,000
N/C Well Equipment ; 4 DWEA11S $6,500 $6,500
Wellhead, Tree, Chokes owes e | DWEA.120 $10,000 $15,000
Liner Hanger; Isolation Packer OVeER 160 | SO owEs 128 S0 S0
Apacker, Nipples 7 ;}f 3 s TR, $0 S0
Pumping Unit,-Engine e s DULECLAOD | $125,000 $125,000

$62, 500

Tangible 2 Lgase Equipme i T oy
N/CLease'Equipment $21 000 $21, 000 i
Tanks, Tanks Steps, Stairs. CLEQ.120 $13,500 $13,500
Bottery {Heater Treoter, Separator, Gas Treating Equipment) DLEQ.135 $29,500 .$29,500
Flow Lines (Line Pipe from wellhead to central facility) OLEQ.130 $5,500 $5,500
Offshore Production Structure-for Facilities DHEALRS S0 S0
Pipeline to Sales : it BN $0 S0
Total Tangibles 526 000 $349,500 $375,500
{p&a Costs | anczes | $30,000] mccovs | -$30,000] 5o}
Tatal-Cost $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

August 11,2011 -

Via: _U.S. Certified Mail-Return Receipt'No. 91.7108 2133 39389332 1813

Concho’Resources, Inc.

Attn.  Land Manager

550 West Texas Avenue, Suite 100
Midland, Texas 79701

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

.'Dear'Leasehold Owner:

Cimarex Energy Co. ( Clmérex ") ‘hereby proposes-to drill the Kansas 6:'Fee No.1 Wellat
legal location in the SE/4SE/4 of Section 6, Townshlp 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 approxnmately 3,000" to test the
Glorieta-Yeso formations.

It should b‘e.und'erstood 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)
- i)

ii.)

Bonus Consideration of $1000.00 per net mineral acre delivered,; _
Reservation of an ORRI equal to difference between 25% and current
lease burdens; : o

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 patrticipate 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 weil control insurance procured by Cimarex -

Page 3




Authorization For Expenditure

R S SEpeEO eI e T opert

|sec. 6 -195 - 268 . Eddy: NM Gae Prod

e

Formation

EstimateType .
iOriginal Estimate
Revised Estimate

Supplementol Estimate

00|®

ProjectiDescriptionsy T
Drill and complete-a Paddock/Glorieta:vertical-hole-well.

Intangibles — Dry Hole Cost After.Casing Point Completed Well Cost
Drilling Costs : $387,600 $387,600
Completion Costs - $614,000 $614,000
Total Intangible Costs: $387,600- $614,000 . $1,001,600
Tangibles .
Well Equipment . +$26,000 ! $280,000 $306,000
lease Equipment Wmf O $69,500 569,500
Tota! Tangible:Well Cost $26,000 $349,500° $375,500
[Plug and Abandon Cost f s30000___ ] -$30,000 % 50 ]
Total' Well Cost $443,600 $933:500 $1,377,100

o

Comments on‘WeliCosts : .
1. All tubulars, well or lease:equipment is priced’by COPAS-and CEPS guidelines using the Historic Price Multiplier. -

Well,Cohtrolinsurancs;

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 33
long as Operator conducts-operations 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 jnsurance acceptable to Operator, as to form'and limits, at'the time this AFE is raturned, if-available, but-in no event

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

‘Ot elect to purchase my own well control fnsurance policy.

Well control insurance-pracured by Operator, provides,: -among other terms, for $20,000,000 {100% W.1.) 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.1.) deductible.

7 B b A AT

‘Marketing Election s

Cimarex sellsits gas’ under arm's-length-contracts with third-party. purchasers Such:contracts may include fees..In addmon penalties:may be incurred forinsufficient
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.

[O1 elect to take my gas in kind:

D01 etect'to markst my gas with Cimarex pursuant to the'terms and conditions of its contracts.

§ comments on AFE

e s

The above.costs are est|mates only and anticipate trouble: free operatlons wnhout any-foreseeable change in plans. The'actual costs:may exceed the estlmated 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.agréement, regulatory order or otherapplicable agreement-covering this well.

. Cimarex-Energy Co. Approval
Se R Drlng and[CompletioniNManager ks e

lRyan Braxton Doug'Park
{

RPN
SO Y e b

Regiohaiivanagér

Roger-Alexander

Joint. Interest Approval

8/11/2011 2:43 PM



Project Cost Estimate

Kansas 6 Fee

.2 1
Lease-Name: .Wel! No

G e ALY VSR
$30,000f oiccans
Damages . " |_oweos $4,000] pisi0% " $1,000 55,000
Mud / Fluids-Disposal Charges B MOC.255 $30,000{ micca3s $13,000 $43,000
Day Rate E oo sslDHDays § - 2lACP Days @ Ioo 21355001 Per Doy | oipciis $68,000] uicca20 | . $27,000 $95,000
IMisc preparation Cost {mouse hole, rat hole, pads, pile clusters, misc.) o120 - $12,000%% : i 2 $12,000
Bits : DTS $15,000] oicc.a2s S0 $15,000
Fuel: b5 2$2080] Per Gallan =, »800]Gollons Pcr Doy pIGE.135 $11,000] picc.120 Ss‘afooo :15,000
Water / Completion Fluids - 219001 Per Doy DIGC. 140 $10,000] piccass | $63,000 73,000
Mud &'/Additipves ) DIDC. 1% 7 ﬁ J’Wff $12,500
Surface Rentals i~ . ..-74:000}Per Doy INCASD SS,‘OOO, PICL. 140 $40,000 _ 545,000
Downhole Rentals TGC.155 $16,0007 ©icg:ias $32,000 548,000
Formation Evaluation (DST, Coring including evaluation, G&G Services) DINC.160 SO ’ S0
Mud Logging ‘ b = 82| Days @ |+ 18200{Per Day | oiocaw $4,500 2557 / e 7 $4,500
Open-Hole Logging ) DIGE.1R0 $20,000 0 5 e Y $20,000
Cementing & Float Equipment . : ) DIBC.155 $15,000f oiccass b $20,00 $35,000
Tubular Inspections : : DIDC.180 $2,000{ oici6o $1,000 '$3;000
Cosing Crews DINC.195 $5,000] wicc.aes $5,000 $10,000
Extro Labor, Welding, Etc. DIDC.200 $3,000f owccie $10,000 $13,000
Land Transporation (Trucking) ’ DIDC.205 $3,000] picc.i7s $5,000 58,000
Supervision ... . ..}Per Day BIDC. 210 $12,600! micc.ise $12,000 $24,600
Trailer House / Camp / Catering - v - 17700| Per Day DIDC.280 54,0001 micc.288 $1,000 $5,000
Other Misc Expenses MDC.220 $2,000] picc.i9o $2,000 54,000
ioverhead |2+ 2300} Per Day DIDC.225 $2,000{ micc.ios $2,000 $4,000
Remedial Cementing : DIDC.231 - 80 ol S0 50
MOB/DEMOB ' : HIDT2A0 545,000 s 7 i T s % $45,000
Directional Drilling Services . [f =40 Days @ J.022238,000] Per Day 010245 . L ﬁ 0
Dock, Dispatcher,-Crane ’ DIDC,250 : S0
Marine & Air Transportation . oInc.2” ' 'S0} mwcaso S0 S0
Solids Contral 53000 Per Doy | mipc 6o $15,000 Bt it ettt 515,000
Well Control Equip (Snubbing Svcs.) DT, 265 . $12,000{ miccza0 $3,500] $15,500
Fishing & Sidetrack Operations . . D270 $0] . menas S0 S0
Completion Rig e 4] Days @ e o 00{Per Doy |7y e 510,500| . $10,500
Coil Tubing : T T Days @ X <. Per.Day :;'ﬂ 5 At bicrass | 50 © S0
Completion Logging, Perforating, WL Units, WL Surveys - i Y LG i $10,000} $10,000
Stimulation Vi 24 DICC.210 - $258,000 _$258,000
Legal / Requlatory / Curative . $10,000{ otcc.282 | S0 510,000
well Controf Insurance 2760135} Per Foot $1,000 Wﬁﬁ Ag?' A $1,000
Contingency i S9%{of Drifling Intangibles 1 DIpC.ass $18,000| oiccann $26,000 " 544,000
Construction:For Well Equipment: f ": DWEA.110 $6,500 56,500
Construction For'Lease Equipment ) e . 224 DLEGLI0 $52,500 $52,500
Construction For Sales P/L ‘ i . $5,500 <5500
Total Intanglble Cost 387,600- $614,000  $1,001,600

Janglble:: WéllEGuipiie)

Casing | $/Foot Vg%
Drive Pipe )} 3100100} ez 150
Conductor Pipe 0] . :$0.00! pwes 130
Water String < 480100} owen.iss
Surfoce Casing +$22318] pwes.10 21, $21,000
Intermediate Casing { DWED.145 £ © SO
Drilling Liner DVWED.135 SOt 50|
Drilling Liner U145 7 RIS 50l
Production Casing or Liner i . DWEA.100 $60,000 $60,000
Production Tie-Back DWEA. 100 : SO S0
Tubing % pweagos $16,000 $16,000
N/C Well Equipment. . S T 3 pweatis $6,500 $6,500
Wellhead, Tree, Chokes . ' DLWER. LS $5,000f DwEA 120 $10,000 $15,000
Liner Hanger, Isolation Packer DWER. 106 $0| pwes.izs S0 S0
Packer, Nipples sl 30 S0
Pumping Unit, Engine $125,000 $125,000
LtEqu«'pmc {BP,;.Rods,vnchors) $62;500 - 562,500
 Tafgible  Leate EquIpmient; s TIE
N/C Lease Equipment QLEQ.11S 1,000 $21,0(]
Tanks, Tanks Steps, Stairs- DLEQ. 120 $13,500 $13,500
Battery (Heater Treater, Separator, Gos Treating Equipment) DLEC.125 $29,500 529'500
Flow Lines '(L'ine:Pipe"from wellhead to-central facility) DLECLY3G $5,500 SS‘, 500
Offshore Production Structure'for Facilities A pwiaia S0 ’ 50
Pipeline to Sales . DWEL 180 S0 S0
Total Tangibles $349,500 $375,500
{Paa Costs | oiocaos | 530,000] oiccars | -$30,000] ?0!
Total Cost .- $443,600 $933,500 $1,377,100

8/11/2011 2:43.PM



