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

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION DIVISION FOR
THE PURPOSE OF CONSIDERING:

APPLICATION OF CIMAREX ENERGY CO.

FOR A NON-STANDARD OIL SPACING AND

PRORATION UNIT AND COMPULSORY POOLING,

CHAVES COUNTY, NEW MEXICO. Case No. 14,371

VERIFIED STATEMENT OF HAYDEN P. TRESNER

Hayden P. Tresner, being duly sworn upon his oath, deposes and states:

1. I am a landman for Cimarex Energy Co., and have personal knowledge of the
matters stated herein.

2. Pursuant to Division Rule NMAC 19.15.4.12.A(1)(b), the following information
is submitted in support of the application filed herein:

(@) No opposition to this application is expected because the mineral interest owner
being pooled has simply not responded to well proposals or has not yet executed a
farmout agreement.

(b) A plat outlining the spacing unit being pooled is attached hereto as Exhibit A.
Applicant seeks an order approving a non-standard oil spacing and proration unit (project
area) in the Abo/Wolfcamp formation comprised of the S/2N/2 of Section 20, Township
15 South, Range 31 East, NMPM, to form a non-standard 160.00-acre oil spacing and
proration unit (project area), and pooling all mineral interests in the Abo/Wolfcamp
formation underlying the non-standard unit. The unit is to be dedicated to the Valley
Forge 20 State Com. Well No. 3, a horizontal well to be drilled at a surface location 1980
feet from the north line and 375 feet from the east line, with a terminus 1980 feet from
the north line and 375 feet from the west line, of Section 20. Also to be considered will
be the cost of drilling and completing the well and the allocation of the cost thereof, as
well as actual operating costs and charges for supervision, designation of Cimarex
Energy Co. of Colorado as operator of the well, and a 200% charge for the risk involved
in drilling and completing the well.

(© The party being pooled, its interest in the well unit, and its address, are as follows:

0il Conservatio Division
Case No.
Exhibit No.



Anadarko Petroleum Corporation 50 %
P.O. Box 1330
The Woodlands, Texas 77251

@ A copy of the proposal letter sent to the uncommitted mineral interest owner is
attached hereto as Exhibit B. In addition, I have called and e-mailed Anadarko several
times regarding the well proposal.

(e) Cimarex Energy Co. has made a good faith effort to obtain the voluntary joinder
of the uncommitted interest owner in the well.

® Pursuant to Division rules, applicant requests that a 200% risk charge be assessed
against a non-consenting interest owner.

(8) The offset operators or lessees of the acreage surrounding the well unit are as
follows:

(i) N%N% of Section 21.
Mack Energy Corporation

(i)  S%N% of Section 21.
Mack Energy Corporation

(iii) N%S% of Section 21.
Mack Energy Corporation

(iv) N¥%SY% of Section 20.
Cimarex Energy Co. of Colorado

(v) N%S% of Section 19.
Cimarex Energy Co. of Colorado

(vi) SANY of Section 19.
Cimarex Energy Co. of Colorado

(vii) NEYNEY of Sectionl9.
Kevin O. Butler & Associates, Inc.

(iv) N%NY% of Section 20.
Cimarex Energy Co. of Colorado

(h) A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit C. The drilling and completion costs set forth therein are fair and reasonable,
and are comparable to those of other horizontal wells of this depth drilled in this area of
Chaves County.




6)) Overhead charges of $7000/month for a drilling well, and $700/month for a
producing well, are requested. These rates are fair and reasonable, and are in line with
rates charged by other operators in this area for wells of this depth. Cimarex Energy Co.
requests that the rates be adjusted under the COPAS accounting procedure.

§)) Applicant requests that Cimarex Energy Co. of Colorado be designated operator
of the well.

VERIFICATION

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

Hayden P. Tresner, being duly sworn upon his oath, deposes and states that: He is a
landman for Cimarex Energy Co.; he is authorized to make this verification on its behalf; he has
read the foregoing statement, and knows the contents thereof; and the same is true and correct to
the best of his knowledge, information, and belief.

D

!
Ll (it

Hayden P. Tresner

SUBSCRIBED AND SWORN TO before me this { day of September, 2009 by
Hayden P. Tresner.

My Commission Expires: )C£alu 3| 2ol &A/‘MSM

Notary Public

2 SAMATHA SPENCER

% Notary Public, State of Texas

My Commission Expires
October 31, 2012
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DISTRICT 1
1626 N, french Dr.. Hobbe. K 88240

DISTRICT If

1301 V. Geand 4dvesus, Arissie,

DISTRICT I
(000 Rie Drazos Rd., Asloo, NM 07410

DISTRICT IV
IR20 B St Yranole Dr., Banta Fe,

State of New Mexico
Enorgy, Minorals and Natural! Resources Deparlment

NM ea210

1220 South St. Francis Dr.
Santa Fe, New Mexico 87506

WM 073

OIL CONSERVATION DIVISION

Form C-102
Revised Octobor (B, 001

Sudbmit to Appropriate Distriot Offico
State Leaso ~ 4 Coplea

Pes Laate ~ 3 Coples

O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APE Rumber Pool Cnde Pool Name
20-0Pp-2 Q122 458 Wildca 0&&@@
Property Code Property Namo ll Number

A772¢6/ VALLEY FORGE "20" STATE COM
OGRID No. Qperator Name Blevation
162683 CIMAREX ENERGY CO, OF COLORADO 4420'
Surface Loocation

Ul, or lot No. Section Township Renge Lot ldAn Poel from ths North/South Hne ¥Feet from the Eest/Wesl tine Counly

H 20 15S |31 E 1980 NORTH 375 EAST CHAVES
Bottorm Hole Location If Different From Surface

UL or lot No. Seotion Township Rango Lot Idn Peet from the North/South line Peet from tho East/West lino County
E 20 158 131 E 1980 NORTH 375 WEST CHAVES

Dodicated Acres | Joint or Infill Consolidation Code Order No.
160 P

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY 'THE DIVISION

OPERATOR CERTIFICATION

1 Aaraby ceelify thal the information
confained Aorein (s iruo and complefe to
fAs betl of my bneswledge and balief, ana thot
{Als organlacfion sither ouns o working
interest or umleased mineral interisl in the
land tncluding the propossd bdollom hole
location pursuand {0 g confracl seith an ouner
of suoh a minyral or werking (rmrul or o
o wolundary pooling agreemend o

compuisory pooling mur Mnu/on entrred dy
tha divirton

< Qg Fona, 7/27/2009

Signature Date

Zeno Farris

Printod Nameo

[

I o
Lal - N 35 01\44

'Lonq-wio 50'11,04"

|

l

I

Long - W 03‘51'05 27' |
720036.160 | |
{
L

NMSPCE- ) 689062.508 | nuspoe- y RSooet
{NAD-BY (NAD=8f5)
BHL EQC SHL& PP
1980 FNL & 375 FWL 1981 FNL & 566 FEL 4 1980 FNL & 375 FEL
__________________________ =

e ———— ]

SURVEYOR CERTIFICATION

1 hareby catityy that the well location shoum
on thix plal wax plotied from fisid notes of
actual surveys mads dy e or  under my
tupervison and (As! the sama 3 irwe and
corraol o the best of my belley.

7877

DASIN SURVEYS




Cimarex Energy Co.

600 N. Marienfeld St.

Suite 600

Midland, Texas 79701
PHONE 432.571.7800

<IMAREX|

June 17, 2009

Via: e-mail and U.S. Certified Mail-Return Receipt No. 7007 0710 0003 0317 3724

Anadarko Petroleum Corporation
P.O. Box 1330
Houston, Texas 77251-1330

Attn: David Ward

Re: Valley Forge 20 State Com No. 3H
S/2N/2 Section 20-T15S5-31E
Chaves County, New Mexico

Dear David:

Cimarex Energy Co. (“Cimarex”™) proposes to drill the above-captioned well according to the
project described in the enclosed AFE. If you choose to participate, please sign and return a copy of the
AFE to the undersigned at the above-letterhead address. I will send Cimarex’s proposed form of
operating agreement to you upon receipt of your approved AFE. Alternatively, if you choose not to
participate, Cimarex would be interested in acquiring a farmout of your leasehold interests in the spacing
unit dedicated to the well.

Please do not hesitate to contact me if there is anything further that you should require in regard
to this matter. Thank you.

Sincerely,

X ENERGY CO.

ayden P. Tresner
Landman

EXHIBIT 14



st.Start.Date

Original Estimote : O]
Revised Estimate i o] i
Supplemental Estimote ] O

j projeét Descriptior
Drill and complete a Lower ABO horizontal well. Pilot hole 9250" horiz TVD 8800°/MD 13000' (4500' VS})

gibl ! Dry Hole Cost After Casing Point | [« feted Well Cost

Orilling Costs 51,562,625 i i $1,562,625

Completion Costs ! : $955,250 ; $955,250

Total Intangible Costs $1,562,625 $955,250 ’ $2,517,875

[rangibies ]
[Well Equip $211,000 X ; $731,576 { $942,576 :
{Lease Equipment ,,%/«V,?«'W/ o $139,000 i $139,000 ;
Total Tangible Well Cast $211,000 $870,576 $1,081,576

[Piug and Abandon Cost ; §150,000 : -$150,000 : $0 ]
Total Well Cost $1,923,625 $1,675,826 $3,599,451

Comments on Well Costs

Well Contral:insurancé’ o ; :
lUnless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator’s well control Insurance pmcured by Operator
is0 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
jinsurance, you must provide a certificate of such insurance acceptabie to Operator, as to form and limits, at the time this AFE is returned, if avallable, butin no event |
later than commencement of drilling operations. You agree that failure to provide the certificate of Insurance, as provided herein, will result in your being covered
|by insurance procured by Operator. !

31 etect to purchase my own wel contro! Insurance palicy.

I

| ;
IrWell 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 !
1relahed redrilling and clean-up/pollution expense covering drilling {through completion) with a $1,000,000 (100% W.\.) deductible,

Commerits on AFE -

L1’he above costs are estlmates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs may exceed the estlmated cosv: x
jwithout 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 jolnt operating agreement, regulatory order or other applicable agreement covering this well, ‘

o

C:marex Energy Co. Approval

Doug Park, Mgr Operations P8

Joint Interest Approval

EXHIBIT 6/17/2009 1:07 PM




Valley Forge 20 State Com

Lease Name:

Project Cost Estimate

Well No.: 3H

'Roods & Location Prepargtion / Restoration
iDamages $6,000{ $6,000
iMud / Fluids Disposal Charges : $65,000 $50,000 $115,000
Day Rate i 35;DH Days T 8IACP Doys @ ‘Per Day ; $570,000} 0162229 $96,000 $666,000
Misc Preporation Cost (mouse hole, rot hole, pads, pile clusters, misc.) i i 514,000 520 -@f” 7 $14,000{
8its ] 25 | $18,750| mecuas | $1,000 $19,750
Fuel | $2.10iPer Golion 'Gallons Per Day ! $39,000i i 513,000 $52,000
Water / Completion Fluids - ! Per Day ! $45,000! o i $61,250 $106,250
'Mud & Additives $69,875 e e, $69,875
Surface Rentals \Per Doy $53,000! 5 : $124,000 $177,000
Downhole Rentals $50,000! miccass $64,000
Formation Evaluation (DST, Coring including evaluation, G&G Services) ‘,‘W’;& 50
Mud Logging {5850/ Doys @ | 30{Per Doy 530‘000{'{"5%@*% $30,0001
{Open Hole Logging $20,000 ST 520,000
iC ing & Float £ $17,000{ ] $37,000
Tubular inspections 55,000 $8,000
Casing Crews $16,000 ¢ $16,000 $32,000:
Extra Labor, Welding, Etc. $28,000{ 85,000 $33,000!
iLand Transporatlon (Trucking) $21,000; $4,000 $25,0001
iSupervision iPer Doy $49,000! $19,000 $68,000;
\Traller House / Camp / Catering 400:Per Day $21,000¢ i $4,000 $25,0001
ther Misc Exp $2,000! 92 ! $7,000 $8,000!
‘Overhead i 300iPer Day $13,000; mocaes $3,000 $16,000i
‘Remedial C: ti CoIcis : $0i
MOB/DEMOB foe o %0}
iDirectlona Drilling Services : 15! Days @ | 8,200 Per Doy $152,000 ViR, % $152,000]
:Dock, Dispatcher, Crane 3¢ T ; 50}
\Marlne & Air Transportation 5 | 0icise | ! S0
Solids Control “Per Doy S SBO000 $80,000)
:Well Control Equip (Snubbing Sves.) $42,000] © : $11,000i $53,000
iFishing & Sidetrack Operations e $01 oicCaas | i S0
ICompletion Rig : 7iDoys @ 3,400{Per Doy 1% 2 {5 ) i $36,000 $36,000
:Coil Tubing ; 1iDays @ 25,000 Per Day ;,;;} i ﬂ,(,%’»: Wﬁ% $25,000 $25,000
:Completion Logging, Perforating, WL Units, WL Surveys r;:.; J{igf%ﬂg’a‘ o zﬁ[ $8,000 $8,000
Stimlation ﬁ%ﬁ%‘ LAy o $300,000 §300,000
|Legal / Regulatory / Curative i omeEon | $7,000; ¢ | $7.000
i Well Control Insurance | $0.35] Per Foot $5,000 B " %5,000)
iContingency : 5% of Drilling Intangibles DIEca2s $74,0000 owcas $41,000/ $115,000
Construction For Well Equipment { $1,000 $1,000
Construction For Lease Equipment : $90,000 $50,000
Construction For Sales P/L 50
Total Intangible Cost $955,250 $2,517,875
[cosing |_sie | Feet : S/Foor L4 zjfﬁ‘%fgﬁ*ﬁﬁ"/}' e /” : 7
{Drive Pipe 120 M 40.00:-  $50.00) wissa ! sof;-’*’f A 50
{Conductor Pipe ! | ; L S0Pz f*’ 7 50
\Water String L 50_&’ Lo :
'Surfoce Casing 113-3/8" | 340.00
H diate Casing _ | _95/8"1  3950.00
:Drilling Liner ! i i
:Drilling Liner ; : : L wiiniss !
{Production Casing or Liner a 8500.00]  $29.37 @%fj}ﬁ%}' $252,000 $252,000
i Praduction Tie-8ack 41/2" 4600.00 s1211k («,;% % $48,576 $48,576
iTubing 27/8" 8400.00 59.53}5”?, i $80,000 580,000
iNfC Well & ;g"fng e $50,000 $50,000,
iWellhead, Tree, Chokes ! ¢ ! $10,000 $10,000
iLiner Honger, fsofotion Pocker $145,000; $145,000
i Pocker, Nipples
Pumnping Unit, Engine
|Lift Equipment (BHP, Rods, Anchors)

‘Tangible - Lease Equipment
iN/C Legse Equipment

i

iTanks, Tanks Steps, Stairs

540,000

:Bottery {(Heater Treater, Seporator, Gos Treoting Equipment) $25,000(
iFlow Lines {Line Pipe from wellhead to central focility) S 530,000!
{Offshore Production Structure for Facllities zf—ifﬁ?gw’ 7 S0
it | !
Pipeline to Sales e $0!
Total Tanglbles $1,081.576
{PAA Costs ; 5150,0000_oceits | -3150,000] 0
Total Cost $1,923,625 $1,675,826 $3,599,451

6/17/2009 1:07PM




