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. 14,483

YERIFIED STATEMENT OF HAYDEN P. TRESNER

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

1. [ 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 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.
Cimarex Energy Co. seeks an order approving a 240-acre non-standard oil spacing and
proration unit (project area) in the Abo/Wolfcamp formation comprised of the S/2NE/4 of
Section 8 and S/2N/2 of Section 9, Township 15 South, Range 31 East, NMPM.
Applicant further seeks the pooling of all mineral interests in the Abo/Wolfcamp
formation underlying the non-standard 240 acre oil spacing and proration unit (project
area) for any formations and/or pools developed on 40 acre spacing within that vertical
extent. The unit is to be dedicated to the Independence 8 Fed. Com. Well No. 2, a
horizontal well to be drilled at a surface location 1830 feet from the north line and 2310
feet from the east line of Section 8, with a terminus 1980 feet from the north line and 330
feet from the east line of Section 9.

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

Al

0il Conservation Division

Case No.
ExhibitNo. _€



Edward L. Shea Trust/Estate 24842 %
c/o John Walsh

Bryan Cave, LLP

Suite 3501

1290 Avenue of the Americas

New York, New York 10104

Sigyn Lund .83333 %
1052 Montgomery Road
Altamonte Springs, Florida 32714

(d)  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
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.

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

(1) NWSY; of Section 8.
Marshall & Winston, Inc.

(i1) S/ENWYs of Section 8.
Kevin O. Butler & Associates, Inc.

(i) NY%NY of Section 8.
Cimarex Energy Co. of Colorado
(iv) NWNY of Section 9.
Cimarex Energy Co. of Colorado
Kevin O. Butler & Associates, Inc.

(v)  N%S% of Section 9.
Marshall & Winston, Inc.

(vi) W¥%WY of Section 10.
COG Operating LLC

(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.

(i) Overhead charges of $7000/month for a drilling well, and $700/month for a
producing well, are requested. Thesc 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.

%4%//4'& /;—M

Hayden P. Tresner

SUBSCRIBED AND SWORN TO before me this _9'&" day of June, 2010 by Hayden
P. Tresner.

My Commission Expires: 62(2&&2,_% EII_ZQIL ? ;Qﬁ_’ﬂﬁd S Al Co—
N

otary Public

SAMATHA SPENCER
rotary Public, Stete of _Texas
- Commission Expues
Svteber 31, 2012
e e e ———r————
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Cimarex Energy Co. \\
600 N. Marienfeld St.
Suite 600

Midland, Texas 79701
PHONE 432.571.7800

March 29, 2010

Working Interest Owners Listed on Page 3

Re: New Well Proposal
Independence 8 Federal Com No. 2
Sections 8 and 9, Township 15 South, Range 31 East, N.M.P.M.
Chaves County, New Mexico

Dear Working Interest Owner:

Cimarex Energy Co. (“Cimarex™) hereby proposes to drill the Independence 8§ Federal Com No.
2 Well at a legal location in the S/2NE/4 of Section 8 and S/2N/2 of Section 9, Township 15
South, Range 31 East, N.M.P.M., Chaves County, New Mexico.

The intended surface hole location for the well is 1830' FNL & 2310' FEL of Section 8 and the
intended bottom hole location is 1980' FNL & 330" FEL of Section 9. The well is proposed to be
drilled vertically to a depth of approximately 8,750' to the lower Abo formation and laterally in a
Easterly direction within the formation to the referenced bottom hole location. Total measured
depth of the well is proposed to be approximately 16,100' from surface to terminus.

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 reflecting estimated costs associated with this
proposal, and; (i} our proposed form of Operating Agreement to govermn operations of the
Independence 8 Federal Com No. 2 Well. 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 the contact information to receive your well data, to the undersigned
within thirty (30) days of receipt of this proposal. If you elect to purchase your own well control
insurance, you must provide a certificate of such insurance to Cimarex prior to commencement
of drilling operations; otherwise, you will be covered by insurance procured by Cimarex and will
be responsible for your share of the cost.

In the event you do not wish to participate in drilling the proposed well, Cimarex will consider
acquiring your interest through a Term Assignment for two hundred dollars ($200.00) per net

EXHIBIT B;»
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mineral acre, wherein, among other mutually agreeable terms, Cimarex would be delivered a
seventy-five percent (75%) net revenue interest lease.

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

Cimarex Energy Co.
e
S
Hayden P. Tresner
Landman

ELECTION TO PARTICIPATE
Independence 8 Federal Com No. 2
Elects TO participate in the proposed Independence 8 Federal Com No. 2 Well
Elects NOT to participate in the proposed Independence 8 Federal Com No. 2 Well

Dated this ____day of , 2010.

Signature:

Printed Name:

Title:

If your election above is TO participate in the proposed Independence 8 Federal Com No. 2
Well, then:

Elects TO be covered by well control insurance procured by Cimarex

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

New Well Proposal-Independence 8 Federal Com No. 2 Well
March 29, 2010



Via: U.S. Certified Mail
Return Receipt No. 91 7108 2133 3937 9625 4089

Vig: U.S. Certified Mail
Return Receipt No. 91 7108 2133 3937 9625

O’Neill Properties, Ltd.
Clare Lundbeck Fraser
P.O. Box 2840
Midland, Texas 79702

Via: U.S. Certified Mail
Return Receipt No. 91 7108 2133 3937 9625 4102

Edward L. Shea Estate/Trust

Peter L. Shea Estate/Trust

Bryan Cave, LLP

Attn: John Walsh

1290 Avenue of the Americas, Suite 3501
New York, New York 10104

4096

Mitchell Minerals, LLC
Amn: Victor Mitchell

P.O. Box 488

Henryetta, Oklahoma 74437

Via: U8, Certified Mail
Return Receipt No. 91 7108 2133 3937 9625
4119

Sigyn Lund
1052 Montgomery Road
Alamonte Springs, Florida 32714

New Well Proposal-Independence 8 Federal Com No. 2 Well

March 29, 2010
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Cimarex Energy Co. ~__ L
600 N. Marienfeld St.

Suite 600

Midiand, Texas 79701

PHONE 432.571.7800

March 29, 2010

Via: U.S. Certified Mail-Return Receint No. 91 7108 2133 3937 9625 4072

Triangle Royalty LP
Attm: John Webb
P.O. Box 904
Midland, Texas 79702

Re: New Well Proposal
Independence 8 Federal Com No, 2

Sections 8 and 9, Township 15 South, Range 31 East, N.M.P.M,
Chaves County, New Mexico

Dear John:

Cimarex Energy Co. (“Cimarex”) hereby proposes to drill the Independence 8 Federal Com No.
2 Well at a legal location in the S/2NE/4 of Section 8 and S/2N/2 of Section 9, Township 15
South, Range 31 East, N.M.P.M., Chaves County, New Mexico.

The intended surface hole location for the well is 1830' FNL & 2310' FEL of Section 8 and the
intended bottom hole location is 1980' FNL & 330' FEL of Section 9. The well is proposed to be
drilled vertically to a depth of approximately 8,750 to the lower Abo formation and laterally in a
Easterly direction within the formation to the referenced bottom hole location. Total measured
depth of the well is proposed to be approximately 16,100' fet from surface to terminus.

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 reflecting estimated costs associated with this
proposal, and; (ii) our proposed form of Operating Agreement to govern operations of the
Independence 8 Federal Com No. 2 Well. 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 the contact information to receive your well data, to the undersigned
within thirty (30) days of receipt of this proposal. If you elect to purchase your own well control
insurance, you must provide a certificate of such insurance to Cimarex prior to commencement
of drilling operations; otherwise, you will be covered by insurance procured by Cimarex and will
be responsible for your share of the cost.

In the event you do not wish to participate in drilling the proposed well, Cimarex will consider
acquiring your interest through a Term Assignment for two hundred dollars ($200.00) per net




mineral acre, wherein, among other mutually agreeable terms, Cimarex would be delivered a
seventy-five percent (75%) net revenue interest lease.

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

Cimarex Energy Co.

el Fominn

Hayden P. Tresner
Landman

ELECTION TO PARTICIPATE
Independence 8 Federal Com No. 2

Elects TO participate in the proposed Independence 8 Federal Com No. 2 Well

Elects NOT to participate in the proposed Independence 8 Federal Com No. 2 Well

Dated this day of , 2010.

Signature:

Printed Name:

Title:

If your election above is TO participate in the proposed Independence 8 Federal Com No. 2
Well, then:

Elects TO be covered by well control insurance procured by Cimarex

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

New Well Proposal-Independence 8 Federal Com No. 2 Well
March 29, 2010
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escripion

{Intangibles : Dry Hale Cost i After Casing Point i Complated wall Cost |
{pamngcosts : 52,133,378 i ! $2,191.375 }
iCompletion Costs P ! 52,345,043 : 532,345.042 i
Total intangible Costs . $2,133,375 3 $2,345,042 ] 44,478,417

Tangibles

{wedl Equipment i !

{eose Equipment i 33;;};,5{.%, e

Tota! Tangible Well Cost $43,000 $1 242, 384

{Plug and Abandon Cost : $150.000 i -$156.600 ! 5c ]
Total Well Cost $2,326,375 $3,437,426 $5,763,801

,l AII tubuhrs wcll or Iease equipment is pnccd by COPAS and CEPS guidelines using the Hhronc Price Mulhpller

|
|
|
|

IUnless otherwise mdncated below, ycu asa non-operalmg workmg ln!crcst owner, 1grec to be covered by Operatov’s well control insurance procured by Opemor
|sn long as Operator conducts operations hereunder and to pay your prorated share of the premiums therefore. i you clect to purchase your own well control
.msurance you must provide a certificate of such insurance acceptable to Operator, as to form and fimits, at the time this AFE is returned, if available, but in no event |
{tater than commencement of drilling operations. You agree that faifure to provide the certificate of insurance, as provided hergin, will result in your being covered

iby insurance procured by Operator.
3 1 clect 10 purchase sy own web control insurance policy.

?Wcll control insurance procured by Operator, provides, among other terms, for $20,000,000 {100% W.).} of Combined Single Limit coverage for well control and

i

}

i

i

i

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

i

m\e above costs are estimates only and anticipate trouble free operauons wuhom any foresm_nble chanpe in plans. The aclual cosls may cxceed mc emmued coslsi
1
gwuhout affecting the authorization for expenditure herein granted. By approval of this AFE, the working intcrest owner agrees to pay its propontionate share of H
lactual legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well. i
i
i

L e e e e 268 % e 8 g 1

Clm'\rex Energ Co. A proval

3/25/2010 2:11 PM



