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BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF CIMAREX ENERGY CO.
OF COLORADO FOR CANCELATION OF AN
APPLICATION FOR PERMIT TO DRILL ISSUED

TO COG OPERATING LLC, LEA COUNTY, NEW By
MEXICO. Case No. U588

MOTION FOR ENTRY OF AN EMERGENCY ORDER

Pursuant to NMAC 19.15.2.11, Cimarex Energy Co. of Colorado ("Cimarex") moves the
Division for entry of an emergency order canceling the Division's approval of an application for
permit to drill ("APD") issued to COG Operating LLC ("COG"), and in support thereof, states:

1. COG has obtained an APD for its Magnum Pronto State Com. Well No. 4H (API
No. 30-025-39951), a horizontal Bone Spring well with a 120 acre project area comprised of the
SEYNEYs and E%SEY4 Section 32, Township 19 South, Range 32 East, N.M.P.M..

2. Cimarex has filed an application to cancel COG's APD. That matter is set for
hearing on January 6, 2011.

3. Cimarex has filed a non-standard unit/compulsory pooling application for its

South Lusk 32 State Well No. 1, a horizontal Bone Spring well with a 160 acrg project area

comprised of the EY2EY, Section 32. This application is scheduled for hearing onDecq‘m?pr 16,

2010 (Case 14579). Cimarex proposes that COG operate this well. “""‘

agreement, necessity to consolidate interests in the well unit, and prevention of waste), it is likely

that Cimarex's pooling application will be granted.
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4. Cimarex has acreage in the NANEY4 of Section 32 which is not included in the
well unit for the Magnum Pronto State Com. Well No. 4H. Exhibit A (Affidavit of Mike
Wallace).
S. COG has informed Cimarex that it will commence its well on or about November
27, 2010, before Cimarex's pooling application can be heard. Exhibit A.
6. Allowing COG to commence its well will cause waste, and impair the correlative
rights of the interest owners in the NY2NEY: of Section 32, for the following reasons:
(a) Cimarex's proposed 160 well unit, with a longer lateral than COG's
proposed well, will enhance the economics of a well in Section 32; and
(b) Excluding the NE%NEY of Section 32 from a well in Section 32 will
result in that acreage not being drilled, causing waste of hydrocarbons and
impairing the correlative rights of the interest owners in that quarter-quarter
section.

Exhibit B (Affidavit of Michael Swain).

7. Cimarex will suffer irreparable injury if COG is allowed to drill and complete its
well with a 120 acre unit.

8. COG did not comply with the time deadlines regarding notification to the potash
lessee pertaining to the drilling of wells in Section 32. Division Order No. R-12927 provides
that the Division may approve an APD for a well in Section 32, "but not before the expiration of
twenty days after the oil and gas operator has delivered written notice of the filing of such APD
to potentially affected potash lessees." Ordering Paragraph (2). COG sent a letter to the
potash lessee on November 15th, but its APD was approved one day later. Exhibit C (Affidavit

of Zeno Farris).



WHEREFORE, Cimarex requests the Division to enter an emergency order canceling
the APD for the Magnum Pronto State Com. Well No. 4H, so that the issues of the correct well
unit and related issues can be fully resolved in Case 14579.

Respectfully submitted,

B

es Bruce
Po t Office Box 1056
Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Cimarex Energy Co. of Colorado



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

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

APPLICATION OF CIMAREX ENERGY CO.

OF COLORADO FOR CANCELATION OF AN

APPLICATION FOR PERMIT TO DRILYL ISSUED

TO COG OPERATING LLC, LEA COUNTY, NEW

MEXICO. Case No.

AFFIDAVIT OF MIKE WALLACE

Mike Wallace, being duly sworn upon his oath, deposes and states:

L. I am a landman for Cimarex Enecrgy Co. ("Cimarex"), and have personal
knowledge of the matters stated herein.

2. Cimarex Energy Co. of Colorado ("Cimarex Colorado") and Magnum Hunter
Production, Inc. ("MHPI") are sister companies of Cimarex.

3. All of Section 32, Township 19 South, Range 32 East, N\M.P.M., cxcept the
NYNEY, is subject to a Joint Operating Agreement (the "JOA") dated October 1, 2002, under
which COG Operating LLC ("COG") is operator.

4, MHPI owns 100% of the working interest in the N4NEY: of Section 32. That
acrcage is not subject to an operating agreement as to the Bone Spring formation, MHPT also
owns 100% of the working interest in the SYANEY4 of Section 32, which is subject to the JOA.

5. By letter dated May 10, 2010 (Exhibit 1), Cimarex Colorado proposed to Marbob
Energy Corporation ("Marbob," later acquired by COG) the South Lusk 32 State Well No. 1, a
Bone Spring test with a 160 acre well unit comprised of the EXSEV: of Section 32,

Cimarex Colorado has filed a pooling application for this well (Case No. 14579), which
is set for the December 16th hearing. '

0. By Letter dated October 20, 2010 (Exhibit 2), COG proposed to Cimarex (under

the JOA) the Magnum Pronto State Com. Well No. 4, a Bone Spring test with a 120 acre well
unit comprised of the SEV4NEY: and EV2SEV; of Section 32.

EXHIBIT




7. COG has informed Cimarex that it intendeds to spud its well on November 27,
2010.

8. Cimarex has informed both Marbob and COG that it would like to include the
NY%NEY of Section 32 in the JOA. While Marbob indicated that it would do so, COG now states
that it will include that acreage in the JOA only if Cimarex will dismiss its pooling applications
in Division Case Nos. 15507 and 14508, and support COG's counter-application in Case No.,
14500 (these cases involve lands in Chaves County). Exhibit 3.

9. The following nearby horizontal Bone Spring wells have alrcady been drilled:
COG's Magnum Pronto State No. 3, which has a well unit comprised of the EANW Y of Section
32; and Cimarex's Southern California 29 Fed. Well No. 15, which has a well unit comprised of
the S%S% of adjoining Section 29. Thesc wells are indicated on the land plat attached hereto as
Exhibit 4.

ACKNOWLEDGEMENT
STATE OF TEXAS )
) 8.
COUNTY OF MIDLAND )

A -
The foregoing instrument was acknowledged before me this _ ﬁw_ day of November,

2010 by Mike Wallace.

Mie Wallace

SUBSCRIBED AND SWORN TO before me this / j day of November, 2010 by
Mike Wallace,

My Commission Expiresgpﬂmh/l . P01 VIMR Q W @U)L

Notary Public

VIVIANA M. BUSH
Notary Patlic, State of Texes
My Commission Expires

September 26, 2012
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Cimarex Energy Co.
600 N. Marienfeld St.
Suite 600
Midland, Texas 79701

PHONE 432.571.7800

May 10, 2010

Marbob Energy Corporation
P.0.Box 227
Artesia, New Mexico 88211-0227

Certified Mail-Return Receipt Requested No. 91 7108 2133 3938 4680 0174

Re: Proposal to Drill
South Lusk 32 State No. 1 Well
E/2 E/2, Sec. 32-T195-R32E
Lea County, New Mexico

Dear Sir/Madam:

Cimarex Energy Co. of Colorado, acting as operator for Magnum Hunter Production, Inc {both of which
are wholly owned subsidiaries of Cimarex Energy Co.), hereby proposes to drill the South Lusk 32 State
No. 1 Well at a legal location in E/2 £/2, Sec. 32 -T19S-R32E, Lea County, New Mexico.

The intended surface hole location for the well is approximately 450 feet FNL and 375 feet FEL and the
intended hottom hole location is approximately 375 feet FEL, 330 feet FSL. The well is proposed to be
drilled vertically to a depth of approximately 9,350 feet to the Bone Spring formation and laterally in a
westerly direction within the formation to the referenced bettom hole location. Total measured depth
of the well is proposed to be approximately 14,000 feet 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 South tusk 32 State No,
1 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.

EXHIBIT l
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In the event you do not wish to participate in drilling the proposed well, Cimarex Energy Co. will
consider acquiring your interest through a Term Assignment for $1,000.00 per net mineral acre for a two
(2) year term assignment with 180-day continuous development and delivery of a 75% net revenue
interest lease.

Please call the undersigned with any questions or comments.

Respectfully,

P %

) e
s

“Mike Wallace
Landman
Phone: (432) 571-7873
Cell: {432) 301-4067

i o,

[= [ Packane D 01 7108213305.646600774 E-CERTIFIED
! , ERCHP FRENV
| Marbob Energy Corporation . W
z P.0.Box 227 e PBP Actount # 3564483
' Artesia, New Mexico 88211-0227 ———— Serial 2 3132783
] South Lusk 32 State No 1 e WAY 11 2090 140232

Well Proposal
May 10, 2010



ELECTION TO PARTICIPATE
South Lusk 32 State No.1 Well
E/2 Ef2, Sec. 32-T19S-R32E, Lea Co., NM

Elects TO participate in the proposed South Lusk 32 State No.1 Well

Elects NOT to participate in the proposed South Lusk 32 State No.1 Well

Dated this day of , 2010,

Sighature:

Title:

If your election above is TO participate in the proposed South Lusk 32 State No.1 Well, then:

Elects TO be covered by well control insurance procured by Cimarex Energy Co of
Colorado.

Elects NOT to be covered by well control insurance procured by Cimarex Energy Co of
Colorado. and agrees to provide Cimarex Energy Co of Colorado. 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 Energy Co of Colorado.

Well Proposal
May 10, 2010



B Complete items 1, 2, and 3, Also complete A. Signature

item 4 If Restricted Detivery is desired. X J\/ M 3 /((A/é/z [ Agent
R Print your pame and address on the reverse / 71 ) B Addressee

- th’tth?‘tt"}’;’ﬁ Ca"dr?tu{!:‘ ﬁ“je c}?rdf ?r)) Y?#-_] ec B,Qecelved by { Printed Name) C. Date of Dalivery
ach this card to the back of the mailpiece, é N
2M (// 7 b/ #HSO

or on the front if space parmits. >
b dellvery address different from tem 17 [ Yes
if YE! . address below: [ No

U4, Article Addressed to:

Marbob Energy Corporation 0!02 £l

P.O.Box 227

i
Artesia, New Mexico 88211-0227 ; 3. geglee Type o
South Lusk 32 State No.1 k ress Mail
[} Retum Recelpt for Merchangise
[ Insu El 3 ¢c.0D.
4. Restricted De!lvem (Extm Feg)  Yes
2. Article Number '
(Transfer from service fabel) ' qlx ?lD& 2133 3:]35 LH::E!U U]:?Ur
: PS Form 3811, February 2004 Domestic Return Recelpt 102595-02-M-1540 ;

m Complete items 1, 2, and 3. Also complete A. Signature

item 4 if Restricted Delivery is desired. /Q W [1 Agent
R Print your name and address on the reverse [ Addressee

I

so that we can returm the card to you. ;

M Attach this card to the back of the mallpiece, _gﬁeg’vi‘éb ”;:””’f f‘i’"ff. ¢ %Dat;of@wery
or on the.front if space permits. “w bethle ?

D. Js delivery address different from item 17 [ Yes
If YES, enter delivery address below: [ No

1. Article Addressed to:

Matador Resources Co.
One Lincoln Centre
5400 LBJ Freeway, Suite 1500 8. Service Type

[ Certified Mall LI Exprass Mai
las, Texas 75240
t;i‘m_ Dan Singeton g _ [ Registerad 1 Retum Receipt for Merchanidise
: ‘ ' D msured Malt O €.OD.

4. Restricted Dellvery? (Extra Foe) I Yes

2. Article Number
(Transfer from service label) A1 7?LD8 2133 3438 ukLad 352k

i PS Form 3811, February 2004 Domestic Retutn Receipt 102595-02-M-1540




£ CONcHO

Qctober 20, 2010

Hayden Tresner

Cimarex Energy Company
600 N. Marienfeld, Ste. 600
Midland, TX 79701

RE: Magnum Pronto State Com #4H
SL: 330" FSL & 330° FEL
BHL: 1650° FNL & 330" FEL
Section 32, T19S, R32E
Lea County, New Mexico

Dear Hayden:

COG Operating LLC proposes to drill the captioned well to sutficiently test the Bone Spring
formation.

This well is being proposed under our Joint Operating Agreement dated Oclober 1, 2002
between Marbob Energy Corporation and Prize Energy Resources, L.P. Enclosed please
find COG’s proposed Authority for Expenditure. If you would like to participate plcase
send me an exccuted AFE within 30 days of receipt hereof

Please return to: 2208 W. Main St. Artesia, NM 88210
If yvou have any questions or need any further information please contact me.

Sincerely,

Do

William Miller
Landman

Enclosures as stated

Fasken Center, Tower I 550 Wast Texas Avenue, Suite 100 Midland, Texas 79701  mone 432.683.7443  ax 432.683.7441

EXHIBIT $
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AUTHORITY FOR EXPENDITURE

AFE NO. 2010-078 LEASE Magnum Pronto State Com WELL NO. 4H

DESCRIPTION SL: 330 FSL & 330 FEL, BHL: 1650' FNL & 330' FEL,Sec 32, T19S-R32E COUNTY Eddy

STATE NM OPERATOR COG Operating LLC

FORMATION Bone Spring PREPARED BY Shery! Baker

TOTAL DEPTH Approx MD: 12,750 DATE October 20, 2010

DRILLING INTANGIBLES SUB DRY HOLE COMPLETED ACTUAL OVER
W/0 PIPE WELL COST UNDER

STAKING PERMITS LEGAL FEES ROW 100 10,000

SITE PREPARATION ROADS & LOC 110 85,000

DRILLING FOOTAGE CONTRACT 200 10,000

DRILLING DAYWORK/MOBILIZATION 210 640,000

EQUIP RNTL MACHINERY/MAN HIRE 220 380,000

DRILLING WATER, FUEL 250 200,000

DRILING MUD & CHEMICALS 260 55,000

CEMENT SURFACE CASING 280 60,000

FISHING TOOL SERVICES 285

OTHER DRILLING COSTS/MATERIALS 299 275,000

CORING & FORMATION TESTING 300 9,500

MUD LOGGING & GEOLOGICAL SVCS 310 34,500

ELEC LOGGING, WIRELINE, PERF 350 38,000

DRILLING OVERHEAD CHARGE 950 5,000

DRILLING WELLSITE SUPERVISION 955 34,000

RECLAMATION 920 10,000

CONTINGENCY 5% 92,300 0

TOTAL DRILLING 1,938,300 0

COMPLETION INTANGIBLES

CEMENT PRODUCTION CASING 400 125,000

FORMATION FRACTURING 410 950,0Q0

FORMATION ACIDIZING 420 60,000

COMPLETION UNIT 450 65,000

CONTRACT LABOR/PROFESSIONAL SVCS 500 75,000

COMPLETION WATER, POWER, FUEL 905 105,000

BATTERY CONST/SER/MATERIALS 910 90,000

COMPLETION EQUIP RNTS/SERVICES 915 65,000

COMPLETION OVERHEAD CHARGE 960 5,000

COMPLETION SUPERVISION CHARGE 965 10,500

MISCELLANEOUS IDC EXPENSES 900 7,500

CONTINGENCY 5% : 0 77,900

TOTAL COMPLETION 0 1,635,900

TOTAL INTANGIBLES 1,938,300 1,635,900

DRILLING AND COMPLETION TANGIBLES

SURFACE & INTERMEDIATE CASING 200 180,000

PRODUCTION CASING 250 370,000

TUBING & ATTACHMENTS 300 85,000

PUMPING WELL HOOK UP 350 30,000

WELLHEAD EQUIPMENT 400 15,000 15,000

PUMP JACKS & PUMPS 500 148,000

TREATER, SEPAR, EQ, METER/ELEC 600 40,000

TANKS & STORAGE FACILITIES 700 40,000

MISCELLANEQUS L&W EQUIPMENT 900 7,500

CONTINGENCY 5% 9,750 36,775

TOTAL EQUPIMENT COST 204,750 772,275

TOTAL WELL COST 2,143,050 2,408,175

LEASE ACRES @ PER ACRE

TOTAL WELL COST 4,551,225

APPROVALS: This AFE is only an estimate. By signing you agree to pay your share of the actual costs incurred.

OPERATOR COG Operating LLC sy A ~— wi DATE 10/20/10

COMPANY BY WI DATE

PRINT NAME TITLE
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AUTHORITY FOR EXPENDITURE

AFE NO. 2010-078 LEASE Magnum Pronto State Com WELL NO. 4H

DESCRIPTION SL: 330" FSL & 330 FEL, BHL: 165Q' FNL & 330' FEL,Sec 32, T18S-R32E COUNTY Eddy

STATE NM OPERATOR COG Qperating [LLC

FORMATION Bone Spring PREPARED BY Sheryl Baker

TOTAL DEPTH Approx MD: 12,750 DATE Qctober 20, 2010

DRILLING INTANGIBLES sus DRY HOLE COMPLETED ACTUAL OVER
W/O PIPE WELL COST UNDER

STAKING PERMITS LEGAL FEES ROW 100 10,000

SITE PREPARATION ROADS & LOC 110 85,000

DRILLING FOOTAGE CONTRACT 200 10,000

DRILLING DAYWORK/MOBILIZATION 210 640,000

EQUIP RNTL MACHINERY/MAN HIRE 220 380,000

DRILLING WATER, FUEL 250 200,000

DRILING MUD & CHEMICALS 260 55,000

CEMENT SURFACE CASING 280 60,000

FISHING TOOL SERVICES 295

OTHER DRILLING COSTS/MATERIALS 239 275,000

CORING & FORMATION TESTING 300 9,500

MUD LOGGING & GEOLOGICAL SVCS 310 34,500

ELEC LOGGING, WIRELINE, PERF 350 38,000

DRILLING OVERHEAD CHARGE 950 5,000

DRILLING WELLSITE SUPERVISION 955 34,000

RECLAMATION 920 10,000

CONTINGENCY 5% 92,300 0

TOTAL DRILLING 1,938,300 0

COMPLETION INTANGIBLES

CEMENT PRODUCTION CASING 400 125,000

FORMATION FRACTURING 410 950,000

FORMATION ACIDIZING 420 60,000

COMPLETION UNIT 450 65,000

CONTRACT LABOR/PROFESSIONAL SVCS 500 75,000

COMPLETION WATER, POWER, FUEL 905 105,000

BATTERY CONST/SER/MATERIALS 910 90,000

COMPLETION EQUIP RNTS/SERVICES 915 65,000

COMPLETION OVERHEAD CHARGE 960 5,000

COMPLETION SUPERVISION CHARGE 965 10,500

MISCELLANEOUS IDC EXPENSES 900 7,500

CONTINGENCY 5% 0 77,900

TOTAL COMPLETION 0 1,635,900

TOTAL INTANGIBLES 1,938,300 1,635,200

DRILLING AND COMPLETION TANGIBLES

SURFACE & INTERMEDIATE CASING 200 180,000

PRODUCTION CASING 250 370,000

TUBING & ATTACHMENTS 300 85,000

PUMPING WELL HOOK UP 350 30,000

WELLHEAD EQUIPMENT 400 15,000 15,000

PUMP JACKS & PUMPS 500 148,000

TREATER, SEPAR, EQ, METER/ELEC 600 40,000

TANKS & STORAGE FACILITIES 700 40,000

MISCELLANEOUS L&W EQUIPMENT 9S00 7,500

CONTINGENCY 5% 9,750 36,775

TOTAL EQUPIMENT COST 204,750 772,275

TOTAL WELL COST 2,143,050 2,408,175

LLEASE ACRES @ PER ACRE

TOTAL WELL COST 4,551,225

APPROVALS: This AFE is oniy an estimate. By sigring you agree %0 pay your share of the actual costs incurrec.

OPERATOR COG Operating LLC BY %M W1 DATE 10/20/10

COMPANY BY WI DATE

PRINT NAME TITLE




Fwd: COG's Magnum Pronto #4®Zimarex Boxer Wells @ Page 4 of 5

432.571.7803

From: Scott Jones [mailto:sjones@conchoresources.comy
Sent: Thursday, November 04, 2010 4:11 PM

To: Hayden Tresner

Subject: COG's Magnum Pronto #4 & Cimarex Boxer Wells

Hayden:

With the recent acquisition of Marbob, we have reorganized to some extent and | believe the two
issues | need to visit with Cimarex about are worked by twao different Landmen for both of our
companies. My understanding is that you work the Shelf Area and Mike Wallace works the Basin
Area. For Concho, Jan Spradlin works the Shelf Area and William Miller (formerly with Marbob)
works the Basin.

| believe William Miller has been in touch with Mike Wallace about our upcoming Magnum Pronto #4
location in Section 32-19-32, Lea County, NM. At present, our plan is to spud a horizontal well on a
120 acre tract in the E/2 E/2 of the section. Concho would like to include the 40-acre tract that
Cimarex owns to the north so we could have a longer lateral on 160 acres. Our plan is to spud a
well on November 27, Cimarex also owns the adjoining 40 acre tract (NW/4 of NE/4) and Concho
owns the 120 acres due south so that actually two 160's could be drilled by Concho and we could
have one JOA covering the entire E/2 of the section. William Miller can provide the ownership
details, but COG would be operator and own the bulk of the interest.

In your area, we would like Cimarex to dismiss the ongoing hearing to drill two Boxer wells in
Section 3-15-31, Eddy County, NM, and agree to participate in COG's Leo wells in the S/2 of the
same section. We believe we can make the best wells with laterals running E-W in the $/2 of the
section. We have a permit in hand and COG is named as the Operator.

Basically, COG will include your 80 acres in our JOA for the Magnum Pronto in return for Cimarex
dismissing its hearing and supporting the drilling of the Leo wells in the S/2 of Section 3.

| would really appreciate Cimarex working with Concho on these proposals and hopefully we can do
the same for you in the future. It was nice meeting you today and | am sure we will be working
together down the road as both our companies are so active in SE New Mexico.

Sincerely,

EXHIBIT ?’

http://mail.aol.com/32843-111/a0l-6/en-us/mail/PrintMessage.aspx



Fwd: COG's Magnum Pronto #4_@imarex Boxer Wells @ Page 5 of S

Scott Jones

Scott Jones, CPL

Land Lead - New Mexico Basin
COG OPERATING LLC

550 W. Texas Avenue, Suite 100
Midland, Texas 79701

p.432.686.3082

£.432.683.7441

= CONCHO

CONFIDENTIALITY NOTICE: The information in this email may be confidential and/or
privileged. If you are not the intended recipient or an authorized representative of the
intended recipient, you are hereby notified that any review, dissemination or copying of this
email and its attachments, if any, or the information contained herein, is prohibited. if you
have received this email in error, please immediately notify the sender by return email and
delete this email from your system. Thank you.

httn://mail.aol.com/32843-111/aol-6/en-us/mail/PrintMessage.aspx 11/18/2010
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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.,

O COLORADO FOR CANCELATION OF AN

APPLICATION FOR PERMIT TO DRILL ISSUED

TO COG OPERATING LLC, LEA COUNTY, NEW

MEXICO. Case No.

AFFIDAVIT OF MICHAEL SWAIN

Michael Swain, being duly sworn upon his oath, deposes and states:

1. 1 am a reservoir engineer for Cimarex Energy Co. ("Cimarex"), and have personal
knowledge of the matters stated herein.

2. T have previously testitied before the Division as an expert reservoir engineer, and
my credentials were accepted as a matter of record.

3. Cimarex's Southern California 29 Fed. Well No. 15, which has a 160 acre well
unit comprised of the $%SY% of Section 29, Township 19 South, Range 32 East, N.M.P.M., was
completed on April 30, 2010. The Form C-105 for the well is attached hereto as Exhibit 1. Iis
initial rate was 638 BOPD and 1359 MCFGPD, and during its first month of production
averaged 1000 BOPD. It is an economic well.

4. COG's Magnum Pronto State Well No. 3, which has an 80 acre well unit
comprised of the E}2NW4 of Section 32, Township 19 South, Range 32 East, NNM.P.M., was
completed on June 11, 2008. The Form C-105 for the well is attached hereto as Exhibit 2. Its
initial rate was 63 BOPD and ¢ MCFGPD, and during its first month of production averaged 180
BOPD. It is not an economic well.

5. In my opinion, lengthening the lateral of Bone Spring wells in this arca enhances
well economics. A well unit comprised of the E%EY of Section 32, would have a higher
probability of being cconomic than a 120 acre well unit as proposed by COG for its Magnum
Pronto State Com. Well No. 4.

6. If COG's Magnum Pronto State Com. Well No. 4 is allowed to be drilled with a
120 acre unit, the NEYANEY of Section 32 will not be drilled because a vertical Bone Spring well

will not be economic.
EXHIBIT B




7. In addition, Cimarex will not drill an 80 acre horizontal Bone Spring well in the
NNEY of Section 32, because it would also be uneconomic.

8. If the NEY4NEY: of Section 32, or the N¥%2NEY: of Section 32, cannot be included
in a larger Bone Spring well unit, waste will occur because reserves will be left in the ground. In
addition, the correlative rights of the interest owners in the N%NEY of Section 32 will be
impaired.

ACKNOWLEDGEMENT

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

/qu—

__~ " day of November,

/2

Michael Swain

The foregoing instrument was acknowledged before me this
2010 by Michael Swain.

SUBSCRIBED AND SWORN TO before me this / i day of November, 2010 by
Michael Swain.

My Commission Expires:%f]j—e nLVl/! Fu M 2 V( Wi M —)’K WFL.

Notary Public

Kok -

VIVIANA M. BUSH
Notary Public, State of Texas |
My Commnssaon Expires
September 24, 2012

§
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SOUTHERN CALIFORNIA 29 FEDERAL 15H (309775-

i Bl 0 SRR TR R

Oil Gross Prod Gas Gross
5/1/2010 25,674.8 26,016.3
6/1/2010 18,475.7 35,932.2
7/1/2010 13,690.5 33,2435
8/1/2010 12,2721 36,841.1
9/1/2010 9,798.8 32,895.7

Magnum Pronto 3H

Qil Gross Prod Gas Gross
6/1/2008 2963 628
7/1/2008 5235 4541
8/1/2008 4146 5332
9/1/2008 3151 5398
10/1/2008 2683 5315
11/1/2008 2247 4902
12/1/2008 2136 5447
1/1/2009 1820 3589
2/1/2009 1504 3190
3/1/2009 1585 3879
4/1/2009 1278 2680
5/1/2009 1355 2983
6/1/2009 1337 3401
7/1/2009 1251 3222
8/1/2009 1139 3246
9/1/2009 1144 3525
10/1/2009 1209 4360
11/1/2009 1116 4039
12/1/2009 964 3309
1/1/2010 1049 4025
1/2/2010 915 - 3,281
1/3/2010 925 3,462
1/4/2010 572 2,237
1/5/2010 957 1,865
1/6/2010 936 1,980

1/7/2010 861 3,318
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Form 31504
(Apnl 2004) UNITED STATES
; ; DEPARTMLNT OF THE INTERIOR 0 21 2 10 FORM APPROVED
- BUREAU OF LAND MANAGEMENT Céf# . J OMBNG 1004-0137
Confidentiality Requested BB CD  txpres March 31,2007
WELL COMPLETION OR RECOMPLETION REPORT AND LOé"O 5 lcase Serial No
LC-063586
12 Typeofwell [Doitwell [ JGaswell [ Dy [ ]other 6 I1findian, Allottee or Tribe Name
b.  Type of Completion D<New wett [ Work Over [Ipeepen DPlug Back [CIpift Reswe :
Other 7. Unitor CA Agreement Name and No.
2 Name of Operator /7
Cimarex Energy Co. of Colorado § Lease Name and Well No
— - R - Southern California 29 Federal'No. 15
3 Address 3a Phone No (include area code) 9 API Well No.
600 N. Marienfeld St,, Ste. 600; Midland, TX 79701 432-571-7800 30-025-39634
4, Location of Well (Report Location clearly and in accordance with Federal requirements)* 10 Field and Pool, or Exploratory
/ Lusk; Bone Spring, South
At surface 375 FSL & 330 FWL 11 Sec,T,R,M.,onBlock and
Survey or Area
Attop prod interval reported below 375 FSL & 703 FWL 29-195-32F
12 County or Pansh 13 State
At total depth 366 FSt & 366 FEL Lea / NM
14 Date Spudded 15 Date TD Reached 16 Date Completed 04.30.10 17 Elevations (DF, RKB, RT, GL)*
01.22.10 03.13.10 D&A Ready to Prod 3545' GR
18 Total Depth MD 13715' [19. PlugBack TD MD 13627 20 Depth Bridge Plug Set  MD
(1 horizontal section) TVD 9321' | (in vertical section) TVD  9322' TVD
21 Type Electric & Other Mechanical Logs Run (Submit copy of each) 22 Was well cored? gNo Dch (Submit analysis)
Was DST run? gNo Dch {Submit report)
SDL-DSN-DLL-MGRD-GR Directional Survey D No g Yes (Submut copy)
23, Casing and Liner Record  (Report all strings set in well)
. 5 Stage Cementer No of Sks & Slurry Vol
Hole Size Size/Grade Wt (¥/ft) Top (MD) Bottom (MD) Deoth Type of Cement BBL) Cement Top* Amount Pulled
17%" 13%" H-40 484 [ 924* 700sx C [
12%" 9%" J-55 404 o' 4132 2473 1215 sx Econocem/HalcemC [}
8%" 7" P-110 264 0 8550 950 sx POZH/H 2870
6%" 4%" P-110 | 11,64 BTC 8324' 9361 420 sx PVL 0'
6%" 4%"P-110 | 11.6HLTC 9383' 13675 " "
* horizontal section
24 Tubing Record
Size Depth Set (MD) | Packer Depth (MD} [ Size Depth Set(MD) | PackerDepth(MD) | Swe | Depth Set (MD) | Packer Depth (MD)
2% 8289" | ] ] | | [
25 Producing Intervals 26 Perforation Record
Formation Top Bottom Perforated Interval Size No Holes Perf Status
A) Bone Spring 9489' 13621 12919-13621 0.35 40 Open
B) 12019-12721 g.41 40 Open
C) 11119-13621 0.41 40 Open
D) 10219-10921 0.41 40 Open
9499-10021 0.41 40 Open
27 Acid, Fracture, Ti , Cement Squeeze, etc
Depth Interval Amount and Type of Matenal
12919-13621 2797 gals of 15% HCL acid, 30507 gals 20# Linear gel, 68428 gals 20# XL Borate gel, 134764# 20/40 White Sand & 74996# 20/40 SB Excel
12019-12721 3007 gals of 15% HCL acid, 28975 gals 20# Linear gel, 68189 gals 20# XL Borate gel, 121881# 20/40 White Sand & 62275# 20/40 SB Excel
11119-13621 2375 gals of 15% HCL acid, 26371 gals 20# Linear gel, 66373 gals 20# XL Borate gel, 1433994 20/40 White Sand & 60036# 20/40 SB Excel
10219-10921 2533 gals of 15% HCL acid, 23887 gals 204 Linear gel, 67084 gals 20# XL Borate gel, 1189444 20/40 White Sand & 75556# 20/40 SB Excel
9499-10021 6967 gals of 15% HCL acid, 20616 gals 204 Linear gel, 67751 gals 20# X1 Borate gel, 138,201# 20/40 White Sand & 50829# 20/40 SB Excel
28 Production - Interval A - :
Date First Test Date Hours Test oil BBL Gas MCF Water BBL|Oil Gravity Core APL Gas Gravity | Production Method
Produced : Tested Production btu
04.30.10 | 05.27.10 24 > 638 1359 410 41 1371 Pumping
Choke Tbg Press Csg Press {24 Hr. OilBBL  |GasMCF {Water  |Gas/Oil Ratio -————Wﬁ?ﬂﬁ—'
Size Five 450 Rate BBL ACCE FOR RECORD
16/64 jst 300 300 > 2,130 rProducimpr———""""_}
28.  Production - Intcrval B -
Date Farst Test Datc Hours Test Oil BBL Gas MCF Water BBL|Ou Grawity Corr. APl 1Gas Gravity Proddction Mdthod .
Produced Tested Producnon S E P 1 7 20]0
> Is!/ Roger Hall
Choke Tbg Press Csg Press |24 Hr Qi BBL  |GasMCF |Water  |Gas/Oil Ratio Well Status
s1 —>

* (See instructions and spaces for additional data on page 2)

?'J"

EXHIBIT




hd 2 . ’\ Loy ¢ Ly . 10y
Submn To Appropuale Disinet O!Tuc? A% T J @te of New Mexico
State Lease - 6 copres ¥ A
Fee Lease - 5 copies Energy; erals and Natural Resources
District |
1625 N French Dr , Hobbs, NM 88240
Distnct I}
1301 W Grand Avenue, Anesm NM sm UL i 2008 QOil Conservation Division

Distet 11 =) 22 uth St. Francis Dr.
»\ td Fe, NM 87505

1000 Rio Brazos Rd , Aztec, NMA.”‘“) “
Drstret LV
1220 S S Francis Dr, Sanh Fe, NM 37505

Form C-105
Revised June 10, 2003

WELL API NO.
30-025-38736 7

5. Indicate Type of Lease

STATE X FEE [ -~

State Oil & Gas Lease No.

WELL COMPLETION OR RECOMPLETlON REPORT AND LOG

T Kigi
S 28

la Type of Well
OILWELL'K] GASWELL [0 DRY [J OTHER

7 Lease Name or Unit Agreement Name

b. Type of Completion.
NEwW [ WORK [J DEEPEN [J PLUG [0 DIFF
WELL OVER BACK RESVR [ OTHER

MAGNUM PRONTO STATE

985

MARBOB ENERGY CORPORATION

2 Name of Operator
14049

8 Well No.

3%

3 Address ot Operator 9 Pool name or Wildcat o
P.0O. BOX 227, ARTESIA, NM 88211-0227 LUSK; BONE SPRING, SOUTH ~
4 Well Location
(SUR) UmtLetter _C . 330 _ Feet From The NQRTH Line and 1980 Feet From The WEST Line
Section 32 Township 198 __Range 32E NMPM LEA County
(BHL) UnmitLetter _ F ~ 2310 Feet From The NORTH Line and 1980 { Tffl'ect From The WEST Line
Section 32 Township 195 Range 32E NMPM LEA County
10 Date Spudded | 11 Date T D. Reached 12 Date Compl. (Ready to Prod ) 13 Elevations (DF& RKB, RT, GR, etc ) 14 Elev Casinghead
4/10/08 5/12/08 6/11/08 3544’ GR
15 Total Depth 16 Plug Back T D 17 1f Muluple Compl How Many 18 Intervals  Rotary Tools Cable Tools
11044’ 10996’ 2ones? Drilled By l 0-11044"
19 Producing Interval(s), of this complction - Top, Bottom, Name 20 Was Dircctional Survey Made
9440-10950" BONE SPRING YES
21. Type Electric and Other Logs Run 22 Was Well Cored
DLL, DSN NO
23. CASING RECORD (Report all strings set in well)
CASING SIZE WEIGHT LB /FT DEPTH SET HOLE SIZLE CEMENTING RECORD AMOUNT PULLED
13 3/8 54.5# 956’ 17 1/2” 820 SX NONE
9 5/8” 36# & 40# 4012’ 12 1/4” 1550 §X NONE
512" 17# 11043’ 77/8” 2620 SX(TOC@1200° TS) NONE
24. LINER RECORD 25. TUBING RECORD
SIZE TOP BOTTOM SACKS CEMENT | SCREEN SIZE DEPTH SET PACKER SET
27/8” 8707’
26 Perforauon record (interval, size, and number) 27. ACID, SHOT, FRACTURE, CEMENT, SQUEEZE, ETC,
9440°-10950° (35) DEPTH INTERVAL AMOUNT AND KIND MATERIAL USED
9440-10950" ACDZ W/5500 GAL NEFE 15% HCL; FRAC
W/370103 GAL FLUID & 525200# SAND
28 PRODUCTION
Date First Production Production Mcthod (Flowing, gas ift, pumping - Size and type pump) Well Status (Prod or Shut-in)
6/12/08 PUMPING PRODUCING
Date of Test Hours Tested Choke Size Prod'n For Ol - Bbl Gas - MCF Water - Bbl. Gas - O1l Ratio
6/16/08 24 Test Period , 63 0 l 344
Flow Tubing Casing Préssurc Calculated 24- Ol - Bbl Gas - MCF Water - Bbl Ol Gravsty - APl - (Corr )
Press Hour Rate I
29 Disposttion of Gas (Sold, used jor fuel, vented, ¢ic ] Test Witnessed By
SOLD TITQ AGUIRRE

10 LisT Altachments 3
LOGS. DEVIATION REPORT, DIRECTIONAL SURVEY

3T T hereby certify that the information shown on Dotk sides of this Jorm aslrue and complete o the best of my knowledge and belle]

Printed
Signature 5&&‘:& Name: _STORMI DAVIS Title: PRODUCTION ASSISTANT  Date 7/17/08
E-mail Address: SDAVIS@MARBOB.COM 1 /M

EXHIBIT




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.

OF COLORADO FOR CANCELATION OFF AN

APPLICATION FOR PERMIT TO DRILL ISSUED

TO COG OPERATING LLC, LEA COUNTY, NEW

MEXICO. Case No.

AFFIDAVIT OF ZENO FARRIS

Zeno Farris, being duly sworn upon his oath, deposes and states:

I. I am operations manager for Cimarex Energy Co. ("Cimarex"), and have personal
knowledge of the matters stated herein.

2. In connection with ebtaining an APD for Cimarex's proposed South Lusk 32 State
Well No. 1 (Exhibit 1), T contacted Intrepid Potash, the potash lessee, and obtained a waiver of
objection for the well. Exhibit 2.

3. [ spoke with Katie Keller at Intrepid Potash about COG Operating, LLC's
("COG") Magnum Pronto State Com. Well No. 4, and was informed by her that COG had not
contacted Intrepid Potash until she received a letter from COG dated November 15, 2010.

ACKNOWLEDGEMENT

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )
) 0] inet ol ¢ £ . /é(?./é"
The foregoing instrument was acknowledged before me this day of Nevember,

2010 by Zeno Farris.
i
= s = Orn,

Zeno Farris

SUBSCRIBED AND SWORN TO before me this / '::/; day of November, 2010 by
Zeno Farris.

My Commission Expires:@[)jr@khw . 207 (//(fg[(ﬂﬁ W (%(AL

Notary Public

EXHIBIT
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District 1

1625 N. French Dr., Hobbs, NM 88240

Phone:(505) 393-6161 Fax:(505) 393-0720

State of New Mexico

0il Conservation Division
1220 S. St Francis Dr.
Santa Fe, NM 87505

Form C-101
Permit 122719

Energy, Minerals and Natural Resources

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

Page 1 of 3

1. Operator Name and Address

CIMAREX ENERGY CO. OF COLORADO

600 N. Marienfeld St

2. OGRID Number
162683 |

Midland, TX 79701 3, AP1 Number
4. Property Code 5. Property Name 6. Well No.
38376 SOUTH LUSK 32 STATE COM 001

7. Surface Location

UL - Lot Section Township Ranpe Lot Idn Feet From N/S Line Feet From EAW Line Caunty

A 32 198 32L A 330 N 480 E LEA
8. Pool Information

iLUSK;BONE SPRING, SOUTH I 41460}

Additional Well Information

9. Work Type
New Well

10. Well Type
OlL

11. Cable/Rotary

12. Lease Type
State

13. Ground Leve! Elevation

3553

14. Multiple

15, Proposed Depth

16. Formation

17. Contracter

18. Spud Date

Closed Loap System

N 13500 3rd Bone Spring Sand 17152011
Depth to Ground water Distance from nearest fresh water well Distance 1o nearest surface water
Pit:  Liner: Synthetic [ mils thick Cluyl Pit Volume: bbis  Drilling Method:

Fresh Water I Brine ] Diesel/Oil-based [ Gas/air [

19, Proposed Casing and Cement Program

Type | Hole Size Casing Type Casing Weight/ft Setting Depth Sacks of Cement Estimated TOC
Surf 17.5 13.375 48 900 1450 0
Intl 12.25 9.625 40 4000 1235 0
Prod 8.75 5.5 17 13500 2260 3800
Casing/Cement Program: Additional Comments
Proposed Blowout Prevention Program
Type Working Pressure Test Pressure Manufacturer
DoubleRam 3000 3000 Cameron

NMOCD guidelines

1 hereby certify that the information given above is true and complete to the
best of my knowledge and belief,
i further certify that the drifling pit will be constructed according to

a general permit []. or an (atiached) alternntive

OIL, CONSERVATION DIVISION

OCD-approved plan {1 Approved By:
Printed Name: Electronically filed by Zeno Farris Title:
Title: Manager Operations Administration Approved Date: | Expiration Date:

Email Address: zfarris@magnumhunter.com

Date: 11/5/2010

| Phone: 972-443-6489

http://www.emnrd.state.nm.us/OCD/OCDPermitting/Report/C101/C101All

EXHIBIT l
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"C101All Page 2 of 3
District [ . Form C-102
1625 N. French Dr., Hobbs, NM 88240 State of New Mexico Permit [22719
Distriet Il Energy, Minerals and Natural Resources
1301 W. Grand Ave., Artesia, NM 88210
Distriet 11t Oil Conservation Division
1000 Rio Brazos Rd., Aztec, NM 87410 1220 S. St Francis Dl'-

District IV
1220 S. St Francis Dr., Santa F, NM 87505 Santa Fe, NM 87505
WELL LOCATION AND ACREAGE DEDICATION PLAT
1. APf Number 2. Pool Code 3. Pool Name
41460 LUSK;BONE SPRING, SOUTH
4. Property Code 5, Property Nanme 6. Well No.
38376 SOUTH LUSK 32 STATE COM 001
7. OGRID No. 8. Operator Name 9. Elevation
162683 CIMAREX ENERGY CO. OF COLORADO 3553
10. Surface Location
UL - Lot Section Township Range Lot Idn Feet From N/S Line Feet From FE/W Line County
A 32 198 32E 330 N 480 E LEA
11. Bottom Hole Location If Different From Surface
UL - Lot Section Township Range Lot Idn Feet From N/S Line Feet From E/W Line County
4 32 198 32E L 330 S 660 E LEA
12. Dedicated Acres 13. Joint or Infill 14, Consolidation Code 1S. Order No.
160.20 Consolidation Pending

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

[ hereby certify that the information contained herein is
true and complete to the best of my knowledge and
belief, and that this organization either owns a working
interest or unleased mineral interest in the land
including the proposed bottom hole location(s) or has a
right to drill this well at this location pursuant to a
contract with an owner of such a mineral or working
inferest, or to a voluntary paoling agreement or a
compulsory pooling order heretofore entered by the
division.

L-Signed By: Zeno Farris

Title: Manager Operations Administration
Date: 11/5/2010

SURVEYOR CERTIFICATION

1 hereby certify that the weil location showir on this plat
was plotted from field notes of actual surveys made by
me or under my supervision, and that the same is {rue
and corrvect to the best of my belief.

Surveyed By: Garry Jones

Date of Survey: 9/21/2010

Certificate Number: 7977

http://www.emnrd.state.nm.us/OCD/OCDPermitting/Report/C101/C101 All.aspx?Permitl...  11/18/2010




Intrepid Potash, Inc.

707 17" Street, Suite 4200
Denver, CO 80202
303.296.3006
303.208.7502 fax

Via Email and U.S. Mail
November 18, 2010

Zeno Farris

Manager Operations Administration
Permian Basin Region

Cimarex Energy Co.

600 N. Marienfeld St.

Suite 600

Midland, Texas 79701

Re:  South Lusk 32 State Com #1
T19S-R32E, Sec 32: 330" I'NL, 480" FEL

South Lusk 32 State Com #2
T198-R32E, Scc 32: 330° NL, 2310’ FEL

Eddy County, New Mexico
Dear Mr. Fartis:

We appreciate Cimarex’s consultation with Intrepid about the two above-identified proposed
wells as required by Order R-111-P. Despite the location of the well within %2 mile of Intrepid’s
life of mine reserves under R-111-P, Intrepid is willing to agrec not to object to the drilling of the
referenced wells.

By its non-objection, Intrepid does not agree Lo or assume the risks of any release of oil or gas or
other substance [rom thesce wells into the environment, including into underground mine
workings, avising out of or atiributable to Cimarex’s drilling, operation, plugging and
abandoning of these wells, or of the effect on these wells of any condition created by existing or
future potash mining.

Vcry uuly yours,

L" WDMQ/ i

Martin D. Litt
Executive Vice President and General Counsel

EXHIBIT




