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. 14,443

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:

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

(b) A plat outlining the spacing unit being pooled is attached hereto as Exhibit A.
Applicant secks an order approving a 159.31-acre non-standard oil spacing and proration
unit (project area) in the Abo/Wolfcamp formation comprised of Lot 2, SE/4ANW/4, and
S/2NE/4 (the S/2N/2) of Section 19, Township 15 South, Range 31 East, NMPM.
Applicant further seeks the pooling of all mineral interests from the surface to the base of
the Abo/Wolfcamp formation underlying the S/2N/2 of Section 19 to form a non-standard
159.31 acre oil spacing and proration unit (project area), for any formations and/or pools
developed on 40 acre spacing within that vertical extent. The units are to be dedicated to
the Hancock 19 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 west line, with a terminus
1980 feet from the north line and 375 feet from the east line, of Section 19.

() The parties being pooled, their interests in the well unit, and their addresses, are
as follows:

0il Conservation Division
Case No.
Exhibit No.




d

(e)

of the uncommitted interest owner in the well.

®

(8)

Sigyn Lund
1052 Montgomery Road
Altamonte Springs, Florida 32714

Trustees of the Estate Peter L. Shea
Trustees of the Peter L. Shea Trust
Edwina S. Brokaw Millington

c/o John Walsh

Bryan Cave, LLP

Suite 3501

290 Avenue of the Americas

New York, New York 10104

Helene Singer

Heirs of Herman Singer

P.O. Box 1883

Santa Fe, New Mexico 87504

875 %

— 1.7092%

— 393D %

Copies of the proposal letters sent to the uncommitted mineral interest owners are
attached hereto as Exhibit B. In addition, I have called and e-mailed the interest owners
several times regarding the well proposal.

Cimarex Energy Co. has made a good faith effort to obtain the voluntary joinder

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

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

® N¥NY: of Section 19.

Cimarex Energy Co. of Colorado

(1)  N% of Section 20.

Cimarex Energy Co. of Colorado

(i) NY.SY of Section 20.

Cimarex Energy Co. of Colorado

(iv)  NY¥%SY% of Section 19.

Cimarex Energy Co. of Colorado

(v)  NEYSEY: of Section 24.
Marbob Energy Corporation




(vi) E¥%:NEY of Section 24.
Yates Petroleum Corporation
Abo Petroleum Corporation
Myco Industries, Inc.
Yates Drilling Company

(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.

G4) 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.
W W -

Hayden P. Tresner

SUBSCRIBED AND SWORN TO before me this [ 7%day of March, 2010 by
Hayden P. Tresner.

My Commission Expires: Lll 22-20(% A&W

Notary th
o JESSICA L. BARDEN
2 Notary Public, State of Texas
My Commiasion Expires 3
Aprit 22, 2013
e
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Cimarox Encrgy Co.
600 N. Martenfeld St
Suite 600

Midiand, Texas 79701
PHONE 432,571.7800
FAX 432,571,732

November 17, 2009

Working Interest Owner Address List on Page 2

Re: New Well Proposal
Hancock 19 State Com #3
S/2N/2 Section 19-T15S-R31E
Chaves County, New Mexico

Dear Working Interest Owner:

Cimarex Energy Co. (“Cimarex”) proposes to drill the above-captioned well according to
the project described in the enclosed AFE. Enclosed is Cimarex’ proposed form of Operating
Agreement which covers the spacing or proration unit dedicated to the well. If you choose to
participate in the well, please sign and retum one (1) copy of the AFE to the undersigned at the
above-letterhcad address. Upon receipt of your signed AFE, I will forward a completed version
of Exhibit “A” and a fully executed set of signaturc pages, to be incorporated into the enclosed
Operating Agrecment. I will also include a separate set of signature pages for you to sign in the
presence of a Notary Public and return to the undersigned.

Alternatively, if you choose not to participate in the well, Cimarex hereby offers $200 per
net mineral acre for a two (2) year Term Assignment with 180-day continuous development and
delivery of a 75% net revenue interest Jease. Please contact me at your earliest convenience at
(432) 571-7856 so that Cimarex can prepare accordingly. Thank you.

Sincerely,

Cimarex Energy Co.

——

/ Azt
Hayden P. Tresner
Landman

EXHIBIT ,&/
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Page 2
Working Interest Owner Address List

New Well Proposal-Hancock 19 State Com #3 Well

Via: U.S. Certified Mail
Return Receipr No. 7007 0710 6003 0317 6749

Wayne A Bissent
P.0. Box 2101
Midland, Texas 79702

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6763

Clare Lundbeck Fraser
133 E. 64™ Street
New York, New York 10021

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6787

Via: U.S. Certified Mail
Return Receipt No. 7087 8710 0003 0317 6732

Mitchell Minerals, LLC
Att: Victor Mitchell

P.O. Box 488

Henryetta, Oklahoma 74437

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6756

- Houston, Texas 77254

Yia: U.S. Certified Mail
Return RechNo 7007 0710 0003 0317 6770

Don M. Kidwell
4208 Fairwood Drive
Midland, Texas 79707

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6300

Peter L. Shea and/or Estate/Trust of Peter L. Shea  “,
Edwina S. Brokaw Mﬂliﬁ‘oton

The Bank of New: York and Peter L. Shea, Co-Trustees
of the Estate of Edward L. Shea and /or Trust

Bryan Cavey LLP

At JohaWalsh

o
,,,,

New! York, New York 10104

‘?}‘) \

Sigyn L\md’
ontgomery Road
onte Springs, Florida 32714

Vig: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6794

O’Neill Properties, Ltd.

Mary Louijse O’Neill and the Estate of Henry
Byrne O’Neill, Sr., Deceased

Dragisic Legacy, LLC

Attn: Tammy Vannaman

P.O. Box 2840

Midland, Texas 79702



Cimarex Energy Co.

600 N. Marienfeld St.

Suite 600

Midland, Texas 79701
PHONE 432.571.7800

December 30, 2009

Via: __U.S. Certified-Mail-Return No. 7009 0820 0001 1968 4111

Ms. Singer
P.0O. Box 1883
Santa Fe, New Mexico 87504

Re:  Hancock 19 State Comi
Hancock 19 State Com

Valley Forge 20 State ComiNe:2
T158-R31E, Chaves County, Newb Mexico

Dear Ms. Singer:

a working interest in an oil and gas lease that Cimarex Energy Co p :
drill three (3) oil wells on. As an owner of a working interest in the lease, you, and any other
heirs to your husband’s estate, have the option to participate in the wells.

Cimarex proposes to drill the above-captioned wells according to the project described in the
enclosed Authorization for Expenditure (“AFE”). If you would like to participate in the well(s),
please sign, date and return a copy of the apphcable 'AFE 1o the undersigned at the above-letter
head address. Also enclosed is Cimarex’ form of Operating Agreement. A separate operating
agreement of identical form will cover the spacing or proration unit dedicated to cach individual
well proposed herein.

Alternatively, if you do not want to participate in the wells, Cimarex hereby offers $200 per net
mineral acre for a two (2) year term assignment of your working interest in the spacing or
proration unit dedicated to each well. Cimarex’ proposed form of term assignment is also
enclosed for your review. .
Please contact me at your earliest convenience at (432) 571-7856 so that Cimarex can prepare
accordingly. Thank you.

Sincerely,

Cimarex Energy Co.

7/45/ e 2 2 T
Hayden P. Tresner o
Landman ) !




Authonzanon For Expenditure
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) 5 Estimate ; [e] : : ’ . o
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.Deil and complete 3 LawerAﬁc honzontal weu. TO ?aotho.e atapprox 9075". Gek off a:apprw. 8570 and drill to MD 23185 ‘WD 8750". 13 mges 4580' V§

Intangibles T . Dry Hole Cost i After Casing Point { Complerad WellCost |
Drilling Costs 83368375 - : . 51368375 :
Completion Costs ! i ; $1,19%,128 i $1,182,125
Tot! imtangible Costs $1.368375 $1,192,125 £2,560,500
[Tangibles )
well Equipment $182,000 ) $5232,462 i $1.065,462 i
Lease Equlpment ;;;-'.w-a//,,,»/,,q R $97,000 i 597,000 ]
Total Tangible Well Cost $153,000 $S79AL2 $1,162,462
{Plug and Abandon Cost | $150,000 ] -5150,000 | ) ]
Total Well Cost $1,701,375 $2,021.587 $3,722,952

ﬁé‘éﬁ:’&;fé"‘"hx. 4\1\%"’“& wmf
Unlcss otherwise Indicatad below, you, asa non-cpwungwoﬂong interest owner, agree to be cwered by Operaw s well ‘control Insurance pmcured by Operator ¢
.50 long as Operator conducts operations hereuader and % pay your prorated share of the premiums therefore. if you elect to purchase your own well control !
‘Insurance, you must provide 3 certificate of such insurance acceptable to Operatorgas W form and fimits, at the ime this AFE Is returmed, avaitable, but in no event {
JJater than commencement of drilling operations, You agree that failure 10 pmvrde e certificate of insurance, a5 provided herein, will resultin your belng covered l
“by Insurance procured by Operator. . :

[0 3 choxx to purchase my own well control Tncursnce potcy.

_Well controf insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.1.} of Combined Single Limit coverage for well contol and
wrelated redrilling and ciean—up/poliution expense covering drilling (through completion) with a $1,000,000 (100% W.1.} deductble.

i (I % 31

The abwe COsTS are sﬁm only and anticipate crouble free operatioits without any foreseeabie change in ptans, The aml COSIS M3y escceed the sﬂmatzd wsts
without affecting the authorization for expenditure herein granted. By approvat of this AFE, the working interest awner agrees to pay fts proportionate share of
tacwual legal, curative, reguatory and welt costs under term of the joint operating agreement, regulatory order or other apphicable agreement covering this well.

EXHIBIT

—————
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Overhead j 300:Per Doy oes |} 513.000! Mtzass $3,000 516.,000.
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"Dock, Dispatcher, Crang i mipeaso i v ooiesate . i s
‘Marine & Air Tronsportation Pooisaso : s
 Sallds Congol - -Per Doy 852, 0000 ey bRl oL 552,000
well Convrol Equlp [, bing Sves.) $12,000° Ngo2er 511,000 $23,000;
"Fishing & Sidetrock Operations TRTEE , 50,
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R R T PR IR
Casing

Duive Pige

“Conduetor Pige . : : _owErise

Waoter Sting ! ! R  OWEL.LPS

-Surfoce Casing 113-3/8" ¢ 340.00 $48.26! owas e

 intermediate Cosing L 95/8" 3950.00 $42.21° pAEss |

orliing Liner | : P ooweeaes ¢

\Drtlling Liner : : : .

Production Cesing or Giner 7 850000 ST ;3‘3%}2555'5“?"' owErton "5757,330;—"-“5'{57375;
Prodvetion Tie-Back 4327 | a00000 | $1597557% J@%’,.«@i{%ﬁ gwtn - $73,452] $72,662
Tubing 127/8% .. 840000 $9.53Fn %j&;f{%‘;ﬁ;@@; OrIE0s 330,000! 530,000
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“Pymplng Unit, Engine : ) $125.000;

Lift Equipment (BHP, Rods, Anchors} .
GLRasEEG0lp Sl

N/C Lease Squipment Qgauie $7.500/ $7,500i
Tanks, Tonis Steps, Stairs . EC.LR 560,000 $60.000:
Battery (Heuter Tregter, Seporator, Gos Trevting Equipmernt) SRR e ! $24,0001 524,000
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Offshore Production Structure for Fadiities : — @{Wéf S - oo
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