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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. FOR

A NON-STANDARD OIL SPACING AND PRORATION

UNIT AND COMPULSORY POOLING, LEA COUNTY,

NEW MEXICO. Case No. 14,361

VERIFIED 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 an
operating 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 Bone Spring formation comprised of the N/2S/2 of Section 34, Township 19
South, Range 34 East, NMPM, to form a non-standard 160-acre oil spacing and proration
unit (project area), and pooling all mineral interests in the Bone Spring formation
underlying the non-standard unit. The unit is to be dedicated to the Mallon 34 Fed. Well
No. 16, a horizontal well to be re-entered and drilled at a surface location 1980 feet from
the south line and 660 feet from the west line, with a terminus 1980 feet from the south
line and 330 feet from the east line, of Section 34.

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

Pear Resources 3.125%
P.O. Box 11044
Midland, Texas 79702

Qil Conservation Division
Case No. ,
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Fuel Products, Inc. 3.125%
P.O. Box 3098 )
Midland, Texas 79702

Hyde Oil and Gas Corporation 25.000%
Attention: Blair Hamburg

Suite 1018

6300 Ridglea Place

Fort Worth, Texas 76116

Merit Management Partners I, L.P.

Merit Energy Partners III, L.P.

Merit Energy Partners D-III, L.P. 18.750%
c/o Merit Energy Partners GP, LLC, general partner

Suite 500

13727 Noel Road

Dallas, Texas 75240

Copies of the proposal letters sent to the uncommitted mineral interest owners are

attached hereto as Exhibit B.

(©)

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

of the uncommitted interest owners in the well.

®

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:

@) SEYSEVa of Section 33.
Read & Stevens, Inc.

(i1) SEYNEYs and NEYSEY4 of Section 33.
Cimarex Energy Co. of Colorado

(iii)  SYNY%, SWYSWYs, and SY2SEY4 of Section 34.
Parties being pooled

(iv) SEY%SWY of Section 34.
Providence Minerals LLC

v) SWYiNWY; and WY%SWYVi of Section 35.
Parties being pooled




h) A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit C. The re-entry, 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 Lea County.

@) 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.
Hayden P. Tresner z ,t

SUBSCRIBED AND SWORN TO before me this /LO day of August, 2009 by
.Hayden P. Tresner.

My Commission Expires: @_Mj_pw, SQ}A\NO’(W g'p,h Y

Notary Public

SAMATHA SPENCER
Notary Public, State of Texas
My Commission Expires
October 31, 2012




, -
District1
1635 N. French Dr., Ilobbs, NM 88240
District 31
1301 W. Grand Avenue, Artesia, NM 88210
Tistdct 11
1000 Rio Brazos Rd., Aztec, NM 87410
Disteict IV
1220 8. St. Francis Dr., Santa Fe, NM 87505

WELL LOCATION AND

State of New Mexico

Euergy, Minerals & Natural Resources Department

OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

Form C-102

Revised October 12, 2005

Submit to Appropriate District Office
State Lease - 4 Copics

Fee Leasc - 3 Copics

[J AMENDED REPORT

ACREAGE DEDICATION PLAT

' API Number

! Pool Code

* Pool Name

30-025-32818 50461 Quail Ridge; Bone Spring, South
‘ Property Code * Property Name * Well Number
Mallon 34 Federal 016
"OGRID No. ' Opcrator Name * Elevation
162683 CIMAREX ENERGY CO. OF COLORADO 3678’ GL
1 Surface Lacation
UL or Jut no, Section| Township Runge LatIdn Feet from the Nortb/South line Feet from the East/West line County
L 34 198 34E 1980 South 660 West Lea
' Bottom Hole Location If Different From Surface
UL of lotgo. Seclio\\ Township ) Range Lot ldn Feel from the North/South line Feel from the Fast/Wes line County
r D 36 195 /1 32E 1980 South 330 East Lea
" DW\U\[» ® Jaint of Infill | C W Code  |" OrderNo.
160 ™~
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.
16

" OPERATOR CERTIFICATION

Thooy carif dart tiae bufarnction conndred herein bs true anlcamplete 1o
the best of uay kuonfeelpe aoxd bedicf, and ihat tlus ergavzarion ciler owrs a
workwsg biteress ov indeased siveval interest in tive lard inchedng the
proposed bortons lrole locatlan or har a right to drill this veell at this location
pursiumit 1o o contraet with @ owner of snch a winerof or working threrest,
or1o avelnnsary popling egroemant or o conpuilsory peoling order
herctofors entesed by the dhbslon

SHL & P.P. Bone Spring 9756’

2/3/2009

Signature Date
1980 FSL & 660 FWL BHL 1980 FSL & 330 FEL .
Zeno Farris
Printed Namae

EOC 10840’ TVD

1980 FSL & 855 FWL

—
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SURVEYOR CERTIFICATION

1 hereby certify thar the well lvcation shosn on this plar
was plotied from field notes of aciual surveys macde by
nwe or under my supervision, and that the same is true

and corvect to the best of my: belief.

Date of Survey

Signature and Scal of Prafessional Surveyor

Certiticate Numbey

EXHIBIT
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Cimarex Energy Co,
600 M. Marienfeld SL
Suite 600

Midland, Texas 79701
PHONE 432.571.7800
FAX 432.571.7832

CIMAREX

June 10, 2009

Via Certified U.S. Mail-Return Receipt Reguested No. 7007 0710 0003 0317 3625

Pear Resources
P.0.Box 11044
Midland, Texas 79702

Via Certified U.S. Mail-Return Receipt Requested No. 7007 0710 0003 0317 3656

Fuel Products, Inc.
P.O. Box 3098
Midland, Texas 79702

Via Certified U.S. Mail-Return Receipt Requested No. 7007 0710 0003 0317 3649

MGT Partoers I, LP., et al
12737 Noel Road, Suite 500
Dallas, Texas 75240

Re:  Mallon 34 Federal #16 (reentry)
N/25/2 of Section 16-T19S-34E
Lea County, New Mexico

Dear Working Interest Owners:

Cimarex Energy Co. (“Cimarex”), on behalf of its wholly owned subsidiary Magnum Hunter
Production, Inc., proposes to drill the abovecaptioned well in accordance with the projest 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-lettethead address. I will send our proposed form of operating agreement to you
upon receipt of your approved AFE. Altematively, 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.
%%
Hayder P. Tresner e T
Landman

EXHIBIT




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

Midland, Texas 79701
PHONE 432.571.7800

CIMAREX

Via: E-mail and U.S. Mail-Return Receipt Re No. 7007 0710 0003 0317 3960

Fuly 1, 2009

Pear Resources
P.0.Box 11044
Midland, Texas 79702

Via: U.S. Mail-Return Receipt Requested No. 7007 0710 0003 031 73972
Fuel Products, Inc.

P.0.Box 3098

Midland, Texas 79702

Re:  Muallon 34 Federal #16 (reentry)

N/25/2 of Section 34-19S-34E

Lea County, New Mexico
Dear Working Interest Owners:

I incorrectly described the Section in which the above-captioned well is located in my proposal
dated June 10, 2009. Please be advised that the well is located in Section 34-19S-34E, Lea County, New
Mexico, not Section 16 as previously described. Thank you
Sincerely,

Cimarex Energy Co.

feter b

Landman



Cimarex Energy Co.

600 N. Marienfeld St.

Suite 600

Midland, Texas 79701
PHONE 432.571.7800

July 1, 2009

Via: al ight deli

MGT Partners I, L.P,

Merit Energy Partners I, L.P.
Moexit Energy Partners D-IG, L.P.
13727 Noel Road, Suite 500
Dallas, Texas 75240

Re:  Mallon 34 Federal #16 (reentry)
N/25/2 of Section 34~-198-34E
Lea County, New Mexico

Dear Working Intersst Owner:

In the event that you did not receive my previcus proposal dated June 10, 2009, Cirparex 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 2 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 leaschold interest in the spacing unit dedicated to the well.
Please do pot hesitate to contact me if there is amything forther that you should require in regard to this
matter. Thank you.

Sincerely,

.,

ex Energy Co.

e

P. Tresver




Authorization For Expenditure

] Wi Na | . Prosgestor Field Name'

- County b

Prdjcct Sascription - yoobn PoE T T . 3 PR
Reenter welthore, d&epen, dritl hml :eaion, and complm whh apeﬂ hole pzckzrs 7 stages (4290 VSL

1 bl { Dry Hole Cost i After Caslng Polnt i Completed Wall Cost
Drftting Costs ! $2,122,000 ! ! $1,122,000

C fon CosTs ! ' $2,005,000 ] 51,005,000

Tou! Intangible Costs $1,122,000 $1,008,000 $2.127,000

Tangibhles

iwell Equipment : { 50 : 5441621 | $441,621

{Lease Equlgment i 536,500

Total Tangibla Well Cost $472.122
{Plug and Abapdon Cost ' 50 ]
Total Well Cost S26085.121

Cermicnts on \Well Costs™, : ) - R e
1 All tubulars, well or Jease equlpmem s pdced by COPAS and CSPS guldennts uslng the Hlmﬂc Prlce MuMpuef.

Yioll Contral Inburancd S RIS SRR Dot S ‘
ummmmmyou,ua perat okl own«amewbecwmdvapmmﬂsweﬂmrmlm:mpmndwom

wlmacpmmrwmmomtonshmmderammpayyommshartofmepremlummnufm t you elect to purchase your own well control
tinsurance, you must provide 3 certificate of such k ble to Op 30 form and imits, 3t the time this AFE s returned, ifavallable, but In no event
ater than of drilling operati You agres that fallure to provide the certificate of Insurance, 3s provided herein, will result in your being covered
byt M ed by Op .

[ 2.elect 1 prchase mmy owe wed conol insurance palicy.

Well contro! k d by Op provic mothcrm!ersm,ooo,ooo(mmwucfcombkudmahmwgeforwwmmd

|related redriling and dun—up/polluﬁon wpense covering drilling {through completion) with 3 $1,000,000 {100% W.L) deductible.

CEmmanisen'ARE

| The above costs are estimates only and anudpa‘m tmublefree operaﬁons Mthout 3ny formablc change In plam. The actml costs may excead the csumamd m

without affecting the authorization for expenditure herein gr . Byapp of this AFE, the working interast owner agrees t pay Its propordonate share of
wlm,wme,whmwarﬂmn:mtsunwwmofme]olm perating sgr regulatory order or cther applicable agreement covering this well,
mamaluvao-Apml

Frocored by 4 - T Toniliing and Comalction Manai

/12003 3:52FPM




Project Cost Estimate

opeace |
\Bomages oiocaos | $3,000| oiccios $3,000
Mud / Flulds %«ﬂ Charges oiocass | $20000( oecass [ $72,500
[ 20(0H Days [ SIACP Doys @ ] 11500 fer Doy pipe 218 $242,000| e o $69,000 000
Cost {mouse hole, rat hol & clusters, misc.} 010¢.230 $9,000 $9,000]
@3 DIDE2S _$33,000| oiccans $1,000 524,000,
Ruel 1 8120|Per Gallon |~ 700]Gailons Per Day DIDC3SH $26,000] orc.a3o 56,000 $32,000)
Woter / Completion Rulds R . |Per poy oInCe $36.000] oiccazs $97.500
Mud & Addithves DIDC145 $27,000 $27,000)
Surface Rentals JPerbay | viocasa $49,0001 _oec.seo $84,000 $138,000
Downhole Reneals pIOCass i $78, DICLWS $24,0001 599,000
Formation Evoluation (DST, Coring Including evaiugtion, 6&G Services) 0IDC260 $0,
Mud Logglng [ sesOipoyse] 18{PerDoy | oivcat $19,000 19,
[Open Hole Logging a0 5
Cementing & Floot Sguinment DIOC.A5S | Decrass 50
| Tubular inspections owvene 2CC360 $3,000 $3,000,
Coging Crews DIDC293 DICL.16S $12,000 $12,000
Extr Lobor, Welding, Ete. | mocaso $16,000| oicci70 855,000 $21.000
|Lond Yransporotion (Trvcking) ARE20S $10,000] oiwccazs £9,000/ 519,000
(Sy; fon I 1,600[Per Doy oI0C210 $32,000) oiecan $23,000 $55.000
Trafler House / Comp / Catering | 4001 per Doy DIOC2%) $8,000] oxceass $4,000 $12,000]
Other Mise Expenses o) $12,000] orcoive $7,000 $18.000/
Overheod T - so0lperpey ! owcn:s $6,000} _cicezes $14,000 $17.000
diel Cementing 0106.252 $18,000] ovicc.2:8 $18,
{MOB/DEMOB oI0C.240 $45,000 $45,000)
Directlonol Drilfing Services 1 18{oops @l 50|Per DI0C203 $226,000 $226,000
Dis Lrone pocase | _olccam 30
|Marine & Alt Trorsportation 0106278 o1eease $9
|Sofids Control i _iPerDoy | ciogzes $70,000 570,000
|Well Control Equip {Snubbing Sves.) 2102265 $44,000| _o1cca49 $26,000; $70,000)
FKishing & Sidetrock Of i 210LI70 $0{ OKc2as 50|
[Compietlon Rlg I 17 0o @] 3400[Per D orecats $70,000 $70,000
Coll Tublng 1 Doys@|  53.000{Per DieeI6e 533,000 533,000
Campletion Logging, Perforating, WL Units, Wi Surveys MR8 $10,000] $10,000
Stimulotion necaso $427,000) $427,000
Legal / Reguiatory / Curative I0C.208 $1.000] oiccatn $1,000
Well Control Insurance 1 so3slper Foor oI0Ces 5,000/ 85,000
Contingenty ] 5% of Drilling il 0106438 $53.000] oreezae 542,000] $100,000
C Jon For Weil Equi| owsaig | $20,000 $20,000
Construction For Lease Equlp L0 $0 89,
Construction For Scles PR DICLIES SO}
Total ntangible Cost $1.122.000 $3.005,000 $2.127,000
i
Casinj Size | Fest $/Foot
Drive Pipe 20 ¥ 40.00] " $0.00] owre.aso ! 50 $0,
Conductor Pipe. _ T owsaazo $0 30
Water String Owbals B4 $0
|Surfoce Casinp OWE3.20 $0 0
intermediate ow/EeIs $o Y
Dritling Uner " | OwEB.IN8 30 6
Drilfing Liner DWEB.IAS 50! $0
Production Casing or Uner : DwEAI0D 30 $0]
Production Tie-8ock - i JWEAL00 572,623 $71.6214
Tublng 27/8% [ 800Q.001 - 7 $10.37 oweaa0s 000 $83,000/
Well Equi; t OvZEALS $20,000 $20,000(
Wellheed, Tree, Chokes L OvEsats DWEAL0 $20,000 $10,000
Liner Homges, tsoketion Pecker | ovris00 OWEAL2X $1,000 $1.000
Pocker, Nigples DWeA L0 $145,000/ $245,000!
Pumping Unit, Engine IAEQ.100 $85,000] $25,000|
Lift Equipment (BHP, Rods, Anchors) DLEQ.2AS $26,000 $26,000
N/C Leose Equl) DUQ,118 $0 50
Tonks, Tonks Steps, Stairs DiEQ20 $20,000 $20,000!
Battery (Heoter Yreater, Separator, Gas Treating Equipment) DLEC.IY5 $15,000 $15.000
Flow Lines (Line Pips from wellhead to centrol focllity) DL $1,500! $1.500
e Production Structure for Fociiitles DwEALSS | ]
Pipeline 1o Sales oWEAL4) | 50
Jotal Tangldies $o 3478121 STt
T
{paa caszs | owcass | 5180,000] oeccars | -$150,0000 ol
Yotal Cost 51,772,000

$1,533.121  $2.805.11

7/1/2003 3:52PM




