STATE OF NEW MEXICO . ((;”2, ’{/{}
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENTc ”zj,\
OIL CONSERVATION DIVISION \ <
- .

APPLICATION OF CIMAREX ENERGY COMPANY [
FOR APPROVAL OF A NON-STANDARD OIL SPACING %
AND PRORATION UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO X CASE NO. 14368

APPLICATION OF CIMAREX ENERGY COMPANY

FOR APPROVAL OF A NON-STANDARD OIL SPACING

AND PRORATION UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO CASE NO. 14369

APPLICATION OF CIMAREX ENERGY COMPANY

FOR APPROVAL OF A NON-STANDARD OIL SPACING

AND PRORATION UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO CASE NO. 14370

MOTION TO DISMISS

Hyde Oil and Gas Corporation (“Hyde Oil”) moves the Division to dismiss these
applications on the grounds that Cimarex has (a) failed to properly propose these wells, and (b)
failed to engage in good faith efforts to reach a voluntary agreement with the interest owners in
the proposed spacing units prior to filing these applications. In support of this motion, Hyde Oil
states:

1. Hyde Oil is the owner of uncommitted working interests in Section 34, T-19-S, R-
34-E, the area that is the subject of these applications.

2. The Division, by long-standing practice, has required an applicant for compulsory
pooling to first furnish all interest owners a formal well proposal at least thirty days prior to
filing an application for pooling, and to then engage in good faith efforts to reach an agreement

on the development of the acreage before invoking the pooling authority of the Division.



3. To foster informed, good faith discussion, the Division has traditionally required
that the formal well proposal include, at the very least, the footage location of the proposed well,
the formations or pools targeted by the proposed well, a proposed form of joint operating
agreement, and an authorization for expenditures (AFE) setting forth the estimated costs.

4. The Division recently confirmed these long-standing requirements in its Order
No. R-13155 issued on August 11, 2009.

3. In these cases, Cimarex proposed to Hyde Oil three horizontal wells in Section 34
by letters dated July 17, 2009. However, these well proposals were deficient because:

a. The letters did not identify a footage location for either the surface or
bottom hole location of the proposed wells; and
b. The letters did not contain a proposed form of joint operating agreement
for consideration.
See Attachments Al (involving Case No. 14368), A2 (involving Case No. 14369) and A3
(involving Case No. 14370).

6. In mid July, Cimarex represented to Hyde Oil that it intended to schedule a face to
face meeting to discuss and explain its development proposals in Section 34. However, no such
meeting took place prior to or after Cimarex sent these well proposals. See Exhibit C (Affidavit
of Blair Hamburg) at |9 1-4.

7. On August 13, 2009, less than thirty days after sending its deficient well proposal
letters, Cimarex filed and sent certified letters providing notice of its pooling applications in

these cases. See Attachments B1, B2 and B3.!

" The certified letter for Case No. 14369 (Mallon 34 Well No. 19) was submitted under a cover letter dated July 28,
2009. However, all indications are that this letter was sent on August 13, 2009, with the certified letters for the
Mallon 34 Well Nos. 18 and 20.



8. On August 17, 2009, Hyde Oil received the certified mailings. On that same date,
Hyde Oil sent an email to Cimarex stating Hyde Oil was “confused because the paperwork we
have received thus far from Cimarex, or .on their behalf, combined with previous phone
conversations, has not been clear as to Cimarex's plans, therefore making it difficult for us to
make a decision.” See Exhibit C at 9 6-7.

9. Cimarex has represented in its Applications to the Division that it “has in good
faith sought to obtain the voluntary joinder of all other mineral interests” in each of the three
proposed spacing units. However, no such good faith efforts have taken place prior to invoking
the pooling authority of the Division. See Exhibit C at ¢ 8.

WHEREFORE, Hyde Oil respectfully requests that the Division dismiss these\
applications and require that Cimarex, (a) first furnish to the interest owners a proper well o
proposal for the development of the acreage comprising it proposed spacing units, and (b)
thereafter attempt in good faith to reach a voluntary agreement with each of the interest owners
prior to invoking the pooling authority of the Division.

Respectfully submitted,

Holland & Hart LLP

William F. Carr

Michael H. Feldewert
Post Office Box 2208
Santa Fe, New Mexico 8750-2208
(505) 988-4421
(505) 983-6043 Facsimile

ATTORNEYS FOR
HYDE OIL AND GAS CORPORATION



CERTIFICATE OF SERVICE

[ hereby certify that on the morning of September 1, 2009, I caused to be hand-delivered
a copy of the foregoing MOTION TO DISMISS to the following counsel of record:

James Bruce

Post Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043

(505) 982-2151
jamesbruc@aol.com




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

Midland, Texas 79701
PHONE 432.571.7800

July 17, 2009

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4073

Fuel Products, Inc.
Attn: Thomas M. Beall
P.O. Box 3098
Midland, Texas 79702

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4080

MGT Partners I, L.P., et al.
Attn: John Stroud

13727 Noel Road, Suite 500
Dallas, Texas 75240

Via: E-mail and U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4059

Pear Resources

Attn: Alan Byars/Jerry M. Gahr
P.O. Box 11044

Midland, Texas 79702

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4103

Michael J. Moncrief 2008 Trust A
Attn: Jerry Goodwin, CPA

777 Taylor Street, Suite 1030
Fort Worth, Texas 76102

Re: Mallon 34 Federal No. 20
N/2N/2 Section 34-T19S-34E
Lea County, New Mexico

Dear Working Interest Owners:

ImAREX

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4066

Hyde Oil and Gas Corporation
Attn: Blair Hamburg

6300 Ridglea Place, Suite 1018
Fort Worth, Texas 76116

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4035

U.S. Trust, Bank of America
Attn: Janet M. Cunningham, CPL
P.O. Box 2546

Fort Worth, Texas 76113-2546

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4042

W.A. Moncrief, Jr. Trust

Attn: Monita Cebell

950 Commerce Street

Fort Worth, Texas 76102-5418

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 in the drilling of the well, please sign
and return a copy of the AFE to the undersigned. 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,

ATTACHMENT



Cimarex would be interested in acquiring a farmout of your leasehold interest in Section 34 of the above-
captioned township and range.

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

Sincerely,

Cimarex Energy Co.
/

M

Hayden P. Tresner
Landman



Authorization For Expenditure

:Qrigina/ Estimate = @ ; ! r . 15.046
‘Revised Estimate o o | BoneSpring
Supp/ementa/ Estimate o O i t : . R

[1ntangibles Dry Hole Cost After Casing Point Completed Well Cost |
Drilling Costs - o _$1,659,200 o o o s1859.200
.Completion Costs : $1,151,000 $1,151,000

Total Intangible Costs $1,659,200 $1,151,000 $2,810,200

!Tangibles : ‘ J
iWell Equipment i ; $764,275 . $800.275 |
.Lease Equipment $36,500 : $36,500

Total Tangible Well Cost $800,775 $836,775

[Plug and Abandon Cost T $150,000 -$150,000 ' S0 ]
Total Welt Cost $1,845,200 $1,801,775 $3,646,975

Comments BnWal a5t

t1. Ali tubulars, well or Iease equipment is pnced by COPAS and CEPS gurdelmes using the Historic Price Multlpller

Unless otherwrse |nd|cated below, you asa non-operatlng working mterest owner, agree to be covered by Operator‘s well control insurance procured by Operator
;50 long as Operator conducts operations hereunder and to pay your prorated share of the premiums therefore. If you elect to purchase your own well contro} )
.insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event
‘later than commencement of drilling operations. You agree that failure to provide the certificate of insurance, as provided herein, wili result in your being covered
f;by insurance procured by Operator.

D 1 elect to purchase my own well control insurance policy.

iWell control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.).} of Combined Single Limit coverage for well control and
;related redrilling and clean-up/poliution expense covering drilling {through completion) with a $1,000,000 (100% W.1.} deductible.

‘The above costs are estlmates only and anticipate trouble free operatlons wuthout any foreseeable change ln plans. The actual costs may exceed the estlmated costs
'W|th0ut 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 weil costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well.

Cimarex Energy Co. Approval

iy b b

Doug Park, Mgr Operations PB

Jomt lnterest Approval

7/17/2009 1:30 PM



Malion 34 Federa)

Lease Name:

iRoads & Location Preparat/an / Restoratlan

Project Cost Estimate

DIDC 16

Well No.:

20

51,000,

Damages o . PR oy o 74‘__7
1Mud / Fluids Disposal Charges B o PIRC, 55 §52,500{ .,_§_1l7 500}
Doy Rate L 39loHDoys | 8]ACP Days @ 12,000Per Day | "It 5960001 $564.000,
:Misc Prep(—yrau'on Cost (mouse hole, rat hole, pads, pile clusters, misc.) } AR SQ_,_OQQJ
fBits §omne . ,524'0991}
.Fuel o I $2.55}Per Gallon 700 Galions Per Day IR __$102,000]
Warer/ Comp/euon Fluids 5;Per Day NINSEEN S‘l_3£,7ﬂ{
;Mud & Additives G (s 5_3_9,_09_0_?
'5urface Rentals tPer Day DI 150 $61,000] DICC 140 $84,000 $145,000;
Downhole Rentals_ UL $88,000; it 14 $162,000;
Fcrmat/on Evaluatian {DST, Conng including evaluation, G&G Serv:ces) PIRE fod / 7% / SO
iMud Logging : $850] Days @ ] 32iPer Day DI $31,000 5{//// W/// $31,000]
{Dpen Hole Logging DI A $15,000 ///7///////////////////‘ __315.000
iCemenring & Float Equipment . M RS $15,000{ nice 15s $50,000 56§,90£‘E
| Tubular Inspections RS $5,000f P e $3,000 $8,00(_)Ji
iCasing Crews G e $10,000] i 1en $15,000 SZS,O_QQj
E[Exrra Labor, Welding, Etc. N 0 $31,000] ™ 0w $5,000 S36,00_9i
iLand Transporation (Trucking) W20 $20,000i b 1 $9,000 529,000§
%rvision ) Per Day Eonare o $59,0001 mic e $26,000 MSBS'Q.QQJS
‘Trailer House / Camp / Catering Per Day Popie n $23,000; M. b $4,000 $27030_:
: Other Misc Expenses , Lo e $11,000% e 1o $7,000 $18,000!
Overhead ) 300! Per Day D omi o $12,000! vice e $11,0000 75_2_3,_00_043
Remedlal Cemenrmg W mgn :_x'\ 501
iMOB/DEMOB Pi e ‘ ]
: Directional Drilling Services i 12{Days @ | 8,200 Per Day DU

:Dock, Dispoicher, Crone s ne

i Marine & Air Transportation vie o7

iSolids Controf iPer Day PN Jont

WComrol Equip (Snubbing Svcs.) DI ot

\Fishing & Sidetrack Operations NGRS l $0p i B SC‘
iCompletion Rig { 17{ Days @ 3,400| Per Day LR TN IR $70,00(‘)“ ‘ w757(:":666
'Coil Tubing 1; Days @ 33,000{ Per Day DICE S $33,000 $33,000]
IComplenon Logging, Perforating, WL Units, WL Surveys Mee o0 $1_0T606 o 5_1—030_0—
St:mulat/on [T $427,000 542760—6
'Legal/Regulatory/Curanve _ PIDC 300 $1,0000 iz 31;65
(Well Control insurance $0.35!Per Foot POE e 7 = 000

|Contingency i

S%jof Drilling Intangibles

£ onstruction For Well Equipment

{Construction For Lease Equipment

iLConsrruction For Sales P/L

Total Intangible Cost

RIS
o Iy Y

$1,151,000

$2,810,200

FaARIee 6 o Bl
& g : ‘1‘# ’sﬂﬁ{fm
. s {sh e
L Casing _ L__Size Feet $/Foo // ’// Z //// /
[Drive Pipe i 20 " 40.00 $0.00| Dwip iho
:Conductor Pipe o _ DUER g A S0
iWater String PR s ).
{Surface Casing L N 13-3/8"
{Int‘er.med{aze Casing 8-5/8" 1485.00 $36,000 f/// //// W
{Drilling Liner o DR 14 50 ///'///////
:Drilling Liner D | W/ 7 ///7 / 2
: Production Casing or Liner o 7 11200.00 $29.37 2% Z 53’9 000
iProducrion Tie-Back ;3 1/2" 5000.00 WW PVt A 100 $66, 27‘3t
Tubing ] 27/8" 10200.00 S8 | _532,_099 | 582,000
IN/C Well Equipment //// /// I $20,000 520,000}
(Wellhead, Tree, Chokes L $10,000 510,000
:Liner Hanger, Isolation Packer L i $1,0000 51000
‘Packer, Nipples 74 oaiaiw | $110,000 $110,000]
:Pumping Unit, Engine B o $98,000 598,000
\Lift Equipment (BHP, Rods, Anchors) BEEO 10% $48,000 $48,000
gible easeEquipme £ % e
|N/C Lease Equipment DUFCLTTS $0 SO
iTanks, Tanks Steps, Stairs Dl $20,000 520,0204E
%Battery {Heater Treater, Separator, Gas Treating Equipment) DUFOL 12 $15,000 $15,000!
| Flow Lines (Line Pipe from wellhead to central facility) DHEO 130 $1,500 S1 S—O_Oj
Mfshore Praduction Structure for Facilities ;—WSO'
tPipeline to Sales A B ?o_ll
Total Tangibles $36,000 $800, 775‘ $836, 775I
Y T ~ —— '
:P&A Costs S ) B ooy | $150,0000 twess | -$150,000] _S0;
Total Cast $1,845,200 $1,801,775 $3,646,975

7/17/2009 1:30 PM



Authorization For Expenditure

;y Permian Malion 34 Federal 5 20

i Oil X |Expl ! x i

§N/2N/z Section 34-195-34E Lea

Estimbre Type’

: RGET E
IOriginaI Estimate : f 15.046" :
{Revised Estimate » 0 i ! Bone Spring E ) :
lSupplemental Estimate | O i : i I

L Lr"‘v‘#’.f‘.

[intangibles Dry Hole Cost ; After Casing Point ? Completed Weli Cost ]
{Drilling Costs $1,659,200 : $1,659,200 :
Completion Costs ! ; $1,151,000 i $1,151,000 i
Total Intangible Costs $1,659,200 $1,151,000 $2,810,200

Tangibles .

Well Equipment L $36000 $764,275 $800,275 |
Lease Equipment v 7 $36,500 $36,500 ;
Total Tangible Well Cost $36,000 $800,775 $836,775
[Plug and Abandon Cost $150,000 1 -$150,000 $0 ]
Total Well Cost $1,845,200 $1,801,775 $3,646,975

ARteon WallGosTss : : ;
1. All tubulars, well or lease equrpment is pnced by COPAS and CEPS guldelmes using the Historic Price Multiplier.

Well’ (‘ontrol (X

,Unless othenmse indicated below you, asa non-operatlng working mterest owner, agree to be covered by Operator's well control insurance procured by Operator :

.so 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 acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in 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
Iby insurance procured by Operator.

D 1 elect to purchase my own wel control insurance: policy.

tWell 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
|related redrilling and clean-up/pollution expense covering drifling (through completion) with a $1,000,000 (100% W.1.} deductible.

|The above costs are estrmates only and antrcnpate trouble free operauons wrthout any foreseeable change in plans The actual costs may exceed the estimated costs |
nwlthout 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 joint operating agreement, regulatory order or other applicable agreement covering this well. {

i
i ;

Clmarex Energy Co. Approval

7/17/2009 1:30 PM



Project Cost Estimate

Lease Name: Maillon 34 Federal Well No.: 20
angible _..‘f! @Jx Lt e A5 Coie i R AT D ole:Co 11' _"_‘ﬁ:«i%." A omp - »
Roads & Location Preparation / Restoration | DIDC.100 $50,000} Dicr 100 i $50,000
Damages Lo $1,000 DwKc.108 $1,000
Mud / Fluids Disposal Charges D55 $65,000] D3y $52,500 $117,500
Day Rate U 39[pHDays | 8]ACP Days @ [ 12,000}{Per Day DIBC.11Y $468,0000 it Lo $96,000 $564,000
Misc Preparation Cost (mouse hole, rat hole, pads, pile clusters, misc.) DIDC.120 $9,000 _Sm
i Bits DIDC. 124 $23,000{ DICC.125 $1,000 $24,000
§Fuel $2.55]Per Gallon , 700 Gallons Per Day DIDC.13Y $90,000| DpicL.130 $12,0QO $102,000
iWater / Completion Fluids %Per Day DIPC.140 $70,200 DICC.135 515 $131,700
'Mud & Additives DINC.145 $39,000 2% 7 $39,000]
Surface Rentals r i Per Day DIDC.150 $61,000f Dicc.140 | $84,000| $145,000
Downhole Rentals DIDC.155 $88,000| DI 145 ! ) $74,000! Slw
Formation Evaluation (DST, Coring including evaluation, G&G Services) DIDC. 166 S0
‘Mud Logging ! $85Q; Days @ 1 32{Per Day DIDC.170 $31,000 $31,000;
irOpen Hole Logging DIDC.180 $15,000 $15,000
Cementing & Float Equipment » DINC.185 $15,000f DICC.155 450,000 $65,000
Tubular Inspections D 19C $5,000] DICC.160 $3,000 $8,000
Casing Crews PINC.19% $10,000! nicc 165 $15,000 $25,000
'Extra Labor, Welding, Etc. MBC 200 $31,000] bicC 170 - $5,000 $36,000
{1 and Transporation {Trucking) DIDC.205 $20,0001 micr a7 $9,000 $29,002
Supervision Per Day DIDC.210 $59,000{ micc.130 $26,000 $85,000
Trailer House / Camp / Catering Per Day DIDC.SC §23,000f Dice.258 $4,000 $27,000
iOther Misc Expenses DINC.220 $11,000] nicc 10 $7,000 $18,000}
Overhead ‘F 300jPer Day DIDC.2 25 $12,000] mwc.19% $11,000 $23,000!
Remedial Cementing DINC.231 DICCO1S 1 S0
MOB/DEMOB DIDC.240 $60,000 / $60,000]
Directional Drilling Services T 123 Days @ L 8,2001Per Day DIDC.245 $140,000 $140,000
Dock, Dispatcher, Crane DINC.50 DICC.230 SO
Marine & Air Transportation DIDC.2 75 oIce 250 ) SO
Solids Control | |Per Day DIDC.260 $88,000 $88,000
Well Control Equip (Snubbing Svcs.) DIDC. 265 $90,000! e 240 526,000 $116,000
Fishing & Sidetrack Operations DINC. 270 SO|  DICC 245 S0
Completion Rig 17| Days @ 3,400|Per Day W I Dic 1o $70,000 $70,000
Coil Tubing 1| Days @ 33,000} Per Day 7 oyt Dicc 260 $33,000 $33,000
Completion Logging, Perforating, WL Units, WL Surveys Y/ 7 /Z;%//’Z//ﬁ DICC.200 $10,000 $10,000
Stimulation Gz, oo $427,000 $427,000
Legal / Regulatory / Curative DIDC. 300 DICE.280 $1,000
Well Control Insurance $0.35|Per Foot DIDC. 285 $5,000 $5,000
Contingency I 5% of Drilling Intangibles DL 435 $79,000] picc.220 $54,000 $133,000
Construction For Well Equipment ///////ZZ’ DWEA.110 $20,000 $20,000
Construction For Lease Equipment ; /f/:f//////'%/f/’/f//////jf PLEQ.11G S0 S0
Construction For Sales P/L A, /,’%Z///f%f DICC.265 i S0
Total Intangible Cost $1,659,200 $1,151,000 $2,810,200
ang1nie ell Equipment; ? : : b k D
Casing Size Feet ! S /Foot
Drive Pipe 20 40.00 $0.00! pwEB.150 S0 S0
Conductor Pipe DWIB.130 S0 S0
{Water String DWIB.135 SO SH
{Surface Casing : 13-3/8" $0.00 pwif.150 $0 >0
iIntermediate Casing 8-5/8" 1485.00 $24.31] pwin.1a5 $36,000 _Sm
:Drilling Liner BWIB.145 $0 50
fDril/ing Liner D\VIR.145 ) $0
i Production Casing or Liner ™ 11200.00 $29.37 DWEA. 100 $329,000 $329,000
{Production Tie-Back 31/2" 5000.00 DWFA 100 $66,275 $66,275
iTubing 27/8" 10200.00 $8.03 DWFA.105 $82,000 582,000
N/C Well Equipment DWEA 115 $20,000 $20,000]
Wellhead, Tree, Chokes DWFB.115 | DWEA. 120 $10,000 $10,000
Liner Hanger, Isolation Packer DWEB 100 | DWIALG $1,000 $1,000
Packer, Nipples / DWIA. 130 $110,000 $110,000
Pumping Unit, Engine DLEQ.100 $98,000 $98,000
Lift Equipment (BHP, Rods, Anchors) pLiQ1ns | $48,000 $48,000
gible ease Equipme 7 . Ay ) 3 it i TR >",<‘ )
N/C Lease Equipment ' DLFQ.115 $0 40
Tanks, Tanks Steps, Stairs DIEQL120 420,000 $20,000
Battery (Heater Treater, Separator, Gas Treating Equipment) DIFO.12S $15,000 $15,000
Flow Lines (Line Pipe from wellhead to central facility) DIEQ130 $1,500 $1,500
Offshore Production Structure for Facilities DWFA.135 S0
Pipeline to Sales DWEA. 140 S0
Total Tangibles 436,000 $800,775 $836,775
\P&A Costs D ; $150,000; vICC. I -$150,000] SE]
Total Cost $1,845,200 $1,801,775 $3,646,975

7/17/2009 1:30 PM



Cimarex Energy Co.

600 N. Marienfeld St.

Suite 600

Midland, Texas 79701
PHONE 432.571.7800

July 17,2009

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4073

Fuel Products, Inc.
Attn: Thomas M. Beall
P.O. Box 3098
Midland, Texas 79702

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4080

MGT Partners I, L.P., et al.
Attn: John Stroud

13727 Noel Road, Suite 500
Dallas, Texas 75240

Via: E-mail and U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4059

Pear Resources

Attn: Alan Byars/Jerry M. Gahr
P.O. Box 11044

Midland, Texas 79702

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4103

Michael J. Moncrief 2008 Trust A
Attn: Jerry Goodwin, CPA

777 Taylor Street, Suite 1030
Fort Worth, Texas 76102

Re: Mallon 34 Federal No. 19
S/2N/2 Section 34-T19S-34E

Lea County, New Mexico

Dear Working Interest Owners:

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4066

Hyde O1l and Gas Corporation
Attn: Blair Hamburg

6300 Ridglea Place, Suite 1018
Fort Worth, Texas 76116

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4035

U.S. Trust, Bank of America
Attn: Janet M. Cunningham, CPL
P.O. Box 2546

Fort Worth, Texas 76113-2546

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4042

W.A. Moncrief, Jr. Trust

Attn: Monita Cebell

950 Commerce Street

Fort Worth, Texas 76102-5418

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 in the drilling of the well, please sign
and return a copy of the AFE to the undersigned. 1 will send Cimarex’s proposed form of operating
agreement to you upon receipt of your approved AFE. Alternatively, if you choose not to participate,

ATTACHMENT
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Cimarex would be interested in acquiring a farmout of your leasehold interest in Section 34 of the above-
captioned township and range.

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

Sincerely,

Cimarex En'e;gy Co.

Nt

LHayden P. Tresner
Landman



Authorization For Expenditure

'Original Estlmate
{Rewsed Estimate
{Supplemental Estimate

Ol 0|®

[Inmngibles x Dry Hole Cost 1 After Casing Point i Completed Well Cost 1
| Drilling Costs $1,659,200 : $1,659,200 .
|Completion Costs : $1,151,000 $1,151,000

Total Intangible Costs $1,659,200 $1,151,000 $2,810,200

Tangibles _l
Well Equipment ? $36 000 $764,275 $800,275 ‘
iLease Equipment ey i $36,500 $36,500

Total Tangible Well Cost $36,000 $800,775 $836,775

[Plug and Abandon Cost : $150,000 T -$150,000 ) 50 ]
Total Well Cost $1,845,200 $1,801,775 $3,646,975

(‘ommonts AR Wl € AR ; ! £ b A R Rl L S

1. All tubulars, well or lease equ:pment is priced by COPAS and CEPS guudelmes using the Historic Price Multiplier.

i

Well Control Insiiry o S p B A ik 2 3 5 "
;Unless otherwise indicated below, you, as a non-operating workmg interest owner, agree to be covered by Operator’ S well control insurance procured by Operator
{so 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
[insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event '
ilater than commencement of drilling operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered
Eby insurance procured by Operator.

Dlelectwpwd!asemyown well control insuranoépolky,

EWeII 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
grelated redrilling and clean-up/pollution expense covering driiling (through completion) with a $1,000,000 (100% W.1.) deductible.

Commonts On

[The above costs are estimates only and anticipate trouble free operations w:thout any foreseeable change in plans. The actual costs may exceed the estimated costs !
iwithout 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 joint operating agreement, regulatory order or other applicable agreement covering this well.

Cimarex Energy Co. Approval

7/17/2009 1:30 PM



Project Cost Estimate

Lease Name: Malion 34 Federal Well No.: 19
LT
|Roads & Location Preparat:on / Restoratlon $50,000{ nirc.ion | ) $50,000:
’Damage_s $1,000{ e ios ‘1 $1,000
'Mud / Fluids Disposal Charges o - $52,500; _ _ S117,500°
iDay Rate | 39(DHDays | 8/ACP Days @ ; 12,000! Per Day $96,000_ $564,000:
Misc Preparation Cost (mouse hole, rat hole, pads, pile clusters, misc.) ML X 7w »_S_Q@OO
| Bits MO $23,000] e 1 $1,0_02| 524 000!
tFuel : $2.55, Per Gallon ! 700| Gallons Per Day DI 33 $90,0001 nict i $12,000! $102 000
'Water / Completion Fluids \Per Day LI $70,2001 wd i ! $61,500;: 8131, ,700;
‘Mud & Additives DN 140 $39,000 2 S39,000
Surface Rentals h | i Per Day DIDC 150 $61,000] nicc. o $84,000 $145,000;
Downhole Rentals DTS 88,0001 e 1an ! $74,000i 7§'1_6;;@.
i Formation Evaluation (DST, Coring including evo!uat;on G&G Serwces) MO / //, __sa
'Mud Logging $8501 Days @ I 32iPer Day e L __§3_1_,Q(_)0;
Open Hole Logging oo L $15,000;
:Cementing & Float Equipment L L RINCIRS $15,000! cc.16s $50,000 $65.000"
{Tubular Inspections TS $5,000! nicc e $3,000 58,000
Casing Crews B I an $10,000] nrer e $15,000! $25,000;
'Extra Labor, Welding, Etc. DINC 2o $31,000] nice 1T $5,000_17 $36,000
:Land Transporation (Trucking) AT $20,000! i s $9,000§ $29,000' ‘
Supervision {Per Day DN G $59,000] i se $26,000 58519094!
i Trailer House / Camp / Catering EPer Day DIDC S $23,000; i e $4,000 $27,000°
iOther Misc Expenses e $11,000! miccian $7,0000  $18,000:
{Overhead 300!Per Doy | ninc oo ~$12,000] pit: ran $11,0000 523,000
Remedial Cementing IV DI R
MOB/DEMOB PIRG 240 $60,000 . 5&0_09,
Directional Drilling Services ;r 12| Days @ [ 8,200| Per Day nine ey $140,000 __$140,000;
Dock, Dispatcher, Crane et { PO L L i . S0
Marine & Air Transportation M g | . ! RIS T S0
Solids Control i i Per Day DI Do s..&&@WW:-_** $§8000>
Well Control Equip (Snubbing Svcs.) DI | $90,000! nicc.240 $26, 0007 $116,000!
Fishing & Sidetrack Operations o s0! USRI N - ‘$~0~:
Completion Rig 17! Days @ 3,400: Per Day 7 R 570 OOOﬂ - $70,000x
Coil Tubing 1{ Days @ 33,000 Per Day DICC o0 $33,0000  $33,000
Completion Logging, Perforating, WL Units, WL Surveys DICL.200 $10,000 $10,000;
Stimulation DICC 210 $427,0001 542—74‘,00.0‘?
Legal / Regulotory / Curative DIC s00 | $1,000! e : 51,000
Well Control Insurance $0.35!per Foot _ DI ;’““ $EL@W % ________$5000!
Contingency 'L 5% |of Drilling Intangibles k'S - $79,000] micc o0 554 000| SlS%,_QOQj
Construction For Well Equipment W/ $20,000! 520,000
Construction For Lease Equipment o wg) _so
i Construction For Sales P/L . : S0
Total intangible Cost $1,659,200 $1,151,000 $2,810,200
Casing Size Feet S/ Foot 97 ///
! Drive Pipe 20 " 40.00 $0.00; PWFB.150 | SO %o,
i Conductor Pipe PWIR 0 SO *.W '§0
Water String PR, S0 T ) 55
Surface Casing 13-3/8" $0.00! pwik.1an ! $0 o _SO.-
Intermediate Cosing 8-5/8" 1485.00 $24.31 pwin i | $36,000 536,003;
Drilling Liner DWiR. 11 $0 S0
Drilling Liner MR LIS S0 —_____:__so
Production Casing or Liner 7™ 11200.00 $29.37 / ;. DWFA. 100 5329,000?1_:_’_‘5% 29,000—;
Production Tie-Back 31/2" 5000.00 DWEA 100 $66,275 $§6:275
Tubing - 27/8" 10200.00 $8.03 DWEA 10 $82,00QK SB[
N/C Well Equipment PWEA 118 | $20,000~ o 520,002}
Wellheod, Tree, Chokes owraas Lo DWIA [ ] $10,000 L ﬂ'SnlOOO?J_
Liner Hanger, Isolation Packer ! m\ n 100 {DWEA L $1,000 __$1000
Packer, Nipples A i 1 $110,000{ _ $110,000;
Pumping Unit, Engine V//’///W///’/ DLEA Tuo $98,000 $98,000!
Lift Equipment (BHP, Rods, Anchors) /W ///’//// )

Tangiblé - Lease Equipment | is ‘ h 5 ¥
N/C Lease Equipment P $0!
Tanks, Tanks Steps, Stairs ///////// // DIf L $20,000!
Battery (Heater Treater, Separator, Gas Treating Equipment) ’/////////‘//////// DO $15,000] . $1_§,200j
{Flow Lines (Line Pipe from wellhead to central facility) ' /// /7///// / // MG 1 $1,500} 51,500
Offshore Production Structure for Facilities %/ T i . so
Pipeline to Sales 7 ///////////,//// owi A - TW‘ ) 30
Total Tangibles $36,000 $800,775 $836,775
(P&A Costs oo | $150,000] mo o ] 81500000 S0
Total Cost $1,845,200 $1,801,775 $3,646,975

7/17/2009 1:31 PM



Authorization For Expenditure

5 RV R g

Date Prﬂpm (*d‘ it

FETLAB el S
z . | | 0il L_x lfz‘_e/_,.i X
%S/ZNIZ Section 34-19S-34E : Lea : NM gGas I Throd :

Estimate T
{Original Estimote
{Revised Estimate
;r_stlpplemen tal Estimate !

O|0|®E

. {Dmcnpn i

Intangibles ' Dry Hole Cost ! After Casing Point i Completed Well Cost

| Drilling Costs $1,659,200 ! : $1,659,200

i Completion Costs ! $1,151,000 : $1,151,000

Total Intangible Costs $1,659,200 $1,151,000 $2,810,200
|Tanglbles j
| Well Equipment ! _ $36 000 : $764,275 B ] $800,275 -
{Lease Equipment ; 7177 ST $36,500 : $36,500

Total Tangible Well Cost $36,ooo $800,775 $836,775
[Plug and Abandon Cost 1 $150,000 T -$150,000 O 50 ]
Total Well Cost $1,845,200 $1,801,775 $3,646,975

(ommnmt b’ 'Vullt ] : ;
1. All tubulars, well or lease equupment is priced by COPAS and CEPS guldehnes using the Hlstonc Prlce Multlpller

lUnless otherwnse indicated below, you, asa non-operatmg workmg interest owner, agree to be covered by Operator’s well control insurance procured by Operator
iso 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
linsurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event -
Hater 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.

E] 1 elect to purchase my own well control insurance policy.

WeII control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.l.) of Combined Single timit coverage for weil control and
related redrilling and clean-up/poliution expense covering drilling (through completion) with a $1,000,000 (100% W.1.) deductible.

—_

PR

Commiénts on AFES # kS R R MR R R SR DR SR R A S

i The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs may exceed the estimated costs
!wnhout affecting the authorization for expenditure herein granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of :
gactual legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well.

1

|

!

Clmarex Energy Co Approval

7/17/2009 1:30 PM



Praject Cost Estimate

Lease Name: Malion 34 Federa! Well No.: 19

Roads & Location Preparation / Restoration DIDC.100 $50,000] mcc.ino $50,000!

....... =
Damages M 10N $1,000| nice o _‘ j 1,000}
Mud / Fluids Disposal Charges DIRE. 26 $65,000] owe e | $52500 _.$117,500;
Day Rote [ 39[pHDays | 8JACP Days @ l 12,000iPer Day | DIDC.11S $468,000 i 100 $96,000]  $564,000;
Misc Preparation Cost (mouse hole, rat hole, pads, pile clusters, misc.} } PIDC120 $9,000 /s S 59 OOO\
Bits ’ DINC 30 $23,000{ DICC.10s $1,000 s, 000
Fuel i $2.55} Per Gollon i 700| Galions Per Day PINC 13 $90,000| Dbicc.3n
wWater / Completion Fluids PerDay | PINC 130 $70,200! rice 13
(Mud & Additives | o 1an $39,000
Surface Rentals | iPer Day PIDC. 156 $61,000 picc.110 $84,000! $14S_ 000
Downhole Rentals Lomncass |- $88, 000| mc« 1 wo $74,000]___ $162,0 000
Formation Evaluation (DST, Coring including evaluation, G&G Services) DINC. 1RO ' / //////} o SO
Mud Logging 1 4850 Doys @ | 32[per Doy DING. 176 $31,000 ///// /// //// ////’ . $31,000!
Open Hole Logging NInC 1se $15,000 /4% A0 $15.000,
Cementing & Float Equipment PNC.18h $15,000] oI 15e $50,000! $65,000!
Tubular Inspections DC 100 $5,000 I?I("L.,l(\(‘lﬁf $3,000 $8,0L0_
Casing Crews 1nne 1en $10,000! micr .19»57 $15,000 $25,000]
Extra Labor, Welding, Etc. T DIDC.200 $31,000] Dicc1To ~$5,000 B W$36,0005
Land Transporation (Trucking) i opinc.oon $20,000] pice 1 $9,000 ____§_29,000§
Supervision L Per Day DIDC.2 10 $59,000] mici 120 $26,000 SSS,QQQ‘
Trailer House / Camp / Catering ; Per Day DIRC 280 $23,000f brvosn $4,000; 527,000
Other Misc Expenses pIne e $11,000] vicc.1s0 $7,000 $18,000!
Overhead i 300 Per Day AR $12 000! piccaen | $11,000 '
Remedial Cementing PIDE 241 m( SR
MOB/DEMOB PIDC.220
Directional Drilling Services & 12j§ Days @ L 8,203( Per Day LODING. 236 )
Dock, Dispatcher, Crane L pIne.2se [ DIce.ao } R
Marine & Air Transportation ) DHDC. 275 ©piecosn ] ___50:
Soiids Control T Treby sss,oooWswj
| Well Control Equip (Snubbing Svcs.) Eopine ek $90,000| DnIcc 210 $26,000 $116,000;
Fishing & Sidetrack Operations ) L nine o $0{ it e L sal
Completion Rig 17! Days @ 3,400 Per Day ; PICE 115 $70,000 __$70,000!
Coil Tubing 1| Days @ 33,000{ Per Day NC 60 $33,000 $33,000/
Completion Logging, Perforating, WL Units, WL Surveys s DICC. o0 $10,000 519@
Stimulation pICC.210 $427,000 _$427,000
Legal / Requlatory / Curative ! ipe.300 1,04
Well Control Insurance $0.35]Per Foot [ pincars _ $5,000]
Contingency : 5%|of Drilling Intangibles DIRCA 51_33,003
Construction For Well Equipment ! WW DWIA 110 $20,000 $20,000
Construction For Lease Equipment WW//’// DI $0f S0
Construction For Sales P/L ///////4%55;7//, NICL .6k : 50
Total Intangible Cost $1,659,200 $1,151,000 $2,810,200
angtote S quipme o . F
Casing Size Feet S/ Foot %
Drive Pipe 20 40.00 $0.00| pwer.1s0 S0 _s0]
Conductor Pipe 1 owin o $0 %0
Water String I Pwi, 1_1..5 SO B ) SO
Surface Casing 13-3/8" $0.00! Pwrp 1an S0 R SOﬂ
Intermediate Casing 8-5/8" 1485.00 $24.31! pwip1an $36,000 _SB_B,A_OOJ
Drilling Liner : CWE R 135 $0 ; . $0;
Drilling Liner ) PUWER 1Y S0 ]
Production Casing or Liner 7 11200.00 $29.37 ; DWF A.100 53'29_{_0001 i 5329 000
Production Tie-Back 31/2" 5000.00 DWEA 100 $66,275] 566,275
Tubing 27/8" 10200.00 $8.03 PWFA. 105 $82,000f S8, OQQ i
IN/C Well Equipment ; oWEA 11 $20,0000  $20,000}
Wellheod, Tree, Chokes PAWER.1S \ PAWE A 10D $10,000TA 51990_&
Liner Hanger, Isolation Pocker DWE R L0 DWEA IS $1,000 h R $1,000;
Packer, Nipples ’ 2 Pwia, 10 $110,000 o _S__ll_Q,_QQQj
Pumping Unit, Engine DLEQ.100 $98,000 - 598,0005
Lift Equipment (BHP, Rods, Anchors) DLECY 108 $48,000 S48.000§
angible ease tq D e it ; ¥ §
N/C Lease Equipment DLER11Y $0 50|
Tanks, Tanks Steps, Stairs PLEQ.120 $20,000 $20,000|
Battery (Heater Treater, Separator, Gas Treating Equipment) DLEQL12Y $15,000 - 515,_9_0@
Flow Lines (Line Pipe from wellhead to central facility) DLEQ.120 $1,500f  $1,500i
Offshore Production Structure for Facilities ! pwiA IS | ~._»S_.Of
Pipeline to Sales | DWEA. 110 J Saj'
Total Tangibles $36,000 $800,775 $836,775
(P&A Costs , e [ 81500000 oweom | -s150000] o)
Total Cost $1,845,200 $1,801,775 $3,646,975

7/17/2009 1:31PM
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Cimarex Energy Co.
600 N. Marienfeld St.
Suite 600

Midland, Texas 79701

Suite 600
PHONE 432.571.7800

Midland, Texas 79701

July 17, 2009

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4073

[‘uel Products, Inc.
Attn: Thomas M. Beall
P.O. Box 3098
Midland, Texas 79702

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4080

MGT Partners [, L.P., et al.
Attn: John Stroud

13727 Noel Road, Suite 500
Dallas, Texas 75240

Via: E-mail and U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4059

Pear Resources

Attn: Alan Byars/Jerry M. Gahr
P.O. Box 11044

Midland, Texas 79702

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4097

Providence Minerals, LLC
14860 Montfort Dnve, Suite 209
Dallas, Texas 75254

Re: Mallon 34 Federal Com No. 18
S/2872 Section 34-T19S-34E
Lea County, New Mexico

Dear Working Interest Owners:

Cimarex Energy Co. -

600 N. Marienfeld St.

rUUC Uruy uwuua wu.

*
i
"

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4066

Hyde Oil and Gas Corporation
Attn: Blair Hamburg

6300 Ridglea Place, Suite 1018
Fort Worth, Texas 76116

Via: E-mail U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4035

U.S. Trust, Bank of America
Attn: Janet M. Cunningham, CPL
P.O. Box 2546

Fort Worth, Texas 76113-2546

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4042

W.A. Moncrief, Jr. Trust

Attn: Monita Cebell

950 Commerce Street

Fort Worth, Texas 76102-5418

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 4103

Michael J. Moncrief 2008 Trust A
Attn: Jerry Goodwin, CPA

777 Taylor Street, Suite 1030
Fort Worth, Texas 76102

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 in the drilling of the well, please sign
and return a copy of the AFE to the undersigned. [ will send Cimarex’s proposed form of operating
agreement to you upon receipt of your approved AFE. Alternatively, if you choose not to participate,

ATTACHMENT

- GERTIFIED MAIL., .

|

cmAREX.



CIMAREX
Cimarex would be interested in acquiring a farmout of your leasehold interest in Section 34 of the above-

captioned township and range.

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

Sincerely,
Cimarex Energy Co.
gy Py

éa den P. Tresner

Landman




Authorization For Expenditure

B e R S

“Prospect’orField Name*

.,u«q‘u\ RN

£ Type Wl %' o

G BB PR

i:5/25/2 Section 34-195-34F : Lea ‘ NM gTp—

EstimateiType
:Original Estimate
iRevised Estimate -
;Supplemental Estimate.

Pro;ect Descnptnon

IDnII and complete a thlrd Bone Sprlng horlzontal well. 11200 pilot 10840 TVD/15046 MD (4500 VS)

[Iztangibles : Dry Hole Cost . After Casing Point ) Completed Well Cost J
'Drilling Costs e, S1659,200 e . 51659200
iCompletion Costs ' $1,151,000 $1,151,000

Total intangible Costs $1,659,200 $1,151,000 $2,810,200
IT—angibles J
‘Well Equipment .. ] _ 5784,275 o 800,275

.Lease Equipment $36,500 $36,500

Total Tangibie Well Cost $800,775 $836,775

[Plug and Abandon Cost - $150,000 ' -5150,000 ' 50 ]
Total Well Cost $1,845,200 $1,801,775 $3,646,975

yuA; gnm\ ot

IUHIESS otherwnse mdlcated below, you, asa non-operatlng working interest owner, agree to be covered by Operator’'s well control insurance procured by Operator
:s0 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
Einsurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in no event
Hater 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.

D I elect to purchase my own well control insurance policy.

:Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.1.) of Combined Single Limit coverage for weil control and
iretated redrilling and clean-up/poliution expense covering dritling {through completion) with a $1,000,000 {100% W.1.) deductible.

‘The above costs are estimates only and antncupate trouble free operations without any foreseeable change in plans The actual costs may exceed the estimated costs
.wnthout 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 joint operating agreement, regulatory order or other applicable agreement covering this well.

:»n.(w ‘-‘"

M bk
NQLer

Doug Park, Mgr Operations P8

Joint Interest Approval

7/17/2009 1:31 PM



Mallon 34 Federal Com

Lease Name:

:Roads & Locnr:on Preparmlon /Rocroratlon

- P e am e e e e e - 550‘000’ - e e
“Domages e $1,000; )
"Mud / Fluids Disposal Charges ] o o $65,000.
= i 39 D”’ D”V‘ . ay i 12000 er Doy 5.4.63‘006‘
Misc Pr()pamr/g_n (ost_(_rr_vguse hole; rat hole, pads, pile C/LISIP{S mzcc} o I A 5,9,000:
Bits . R T $23,000 .
Fuel ) ~77700: Gattons Per Day T ©$90,000. $12,000
‘water / Completion Fluids o PerDay e £$70.200. 561,500

Mud & Additives
Surfacej Rentals

Dc>wnho/0 Rentals

Formauon Eva’uatl(m (DSf Connq /nc/umnq eva/uanon (&( Smuc('s) N
$850: Days &

Mud Logging
.Open Hole Logging
:_ Cementing & Float Equipment
Tubulor Inspections

Casmg Crews

Extra Labor, Welding, Etc.
Land Transporation (Trucking)
‘Supervision

Trailer House / Camp / Catering
'Other Misc Expenses

‘Overhead

Remedial Cemennnq
MOB/DEMOB L
D:rPct/onal Dr:/lmq Services
Dock, Dispatcher, Crone
‘Marine & Air Transportation
Sotigs Contrel
-Well Control Equip (Snubbing S>vc5.)
[Fishing & Sidetrock Operations

12 Doyc ﬂ) E

Project Cost Estimate

Well No.:

_iPerDay oot _$61.000:

£
8

32 opr Day

PerDay o
E/-"WD‘«’W g

3,400 Prr Day

350,000°
$1 000
3117 500
$663.000

© 80000
523 000
$102 000
$131.700
5310 000
$145.000

" 5162 000
0

$31 000
515,000
565000
SR.000
525 90Q"
$36.000
429,000
<85 000
527,000
S1K.000

300 000
5140000

‘CompletionRig 17 Days (¢ S0 000
Coil Tubing ' T iDays@ _ 33,000:Per Day $33.000
_Completion Lnggmg PPr/oranng WL lers WL Surveys‘ B 510.000
Stimulation B 5427 000
Leqal/ R(’qu/amfy/Curat/vf' - o 51.000
,WP// Control Insuronce - $0 35 Per /nm o ) - 55000
Contmgency 5% orf Dm/ma /nmnmb/m e $54.000 S133000
Construction For Well Equ/pmenc ~ $20,000° $20 000
:Cor_as_r(ucnqn For Lease Equipment S0 a0
Construction For Sailes P/L 0
Total Intangible Cost $1,659,200 $1,151,000 $2,810,200

:_Casing

Drivepipe N

40.00:

“Conductor Pipe

Water String

‘Suffacp Casmg __—

a3am

.Intermediate Caslng e :8-5/8" ¢ 1485.00:
Driling Liner L
Driting Liner ' e i -
i 11200.00! ) _
Pmducnon Tie-Back S 31/2" 5000.00i S06,275:
Tubing 27/8" : 10200.00:  $8.03 582.000;
N/C Well Emupmenr o - o - o _ $20,000°
Wetthead, Tree, Chokes .. ... $10,000
. . N e 21,000
Packer, Nipples = ) e e e /$110,000:
-Pumping Unit, Engine i $98,000:

Lzﬁ Equ:mem (BHP Fmd: Anchorq)

-N/CLease Equipment

$48,000°

. u’r'\'.‘w. ’“'\

SOI

[RTH AT

$10 000
51000
$110 000

$98.000

$20 000

,_anks Tanks Steps, Stairs e o 520000 520 000
Bagrery (Henrer Trearer Sepumror Gas Treanng Equ:pment) i B 5}5_000 $15 000
Flow Lines (Line Pipe from wellhcad to central facilty) - - . 21,500 sLeeo
.Offshore Production Structure for Facilities L 50
Pipeline to Sales L S0
Total Tangibles $36,000 $800,775 $836,775
PRACosts ) ) —, ) _ — i : B ) ) ) -_ L —’ j’_ $15000Q| T “;:3_'1.5'0‘00(); 50
Total Cost $1,845,200 $1,801,775 $3,646,975

7/17/2009 1:31PM



Authorization For Expenditure

XL

i Dnllmg AFE No.

Prospector Field Name'

Permian Malion 34 Federal Com 18

Or/gmal Estimate e , '
Revised Estimate O - ' Bone Spring 15,046
SuppILmentoI Fstimate 0

Drm and complete a third Bone Sprlng honzontal well. 11200 Pilot 10840 TVD/15046 MD (4500 VS).

Intangibles Dry Hole Cost After Casing Point Completed Well Cost ]
‘Drilling Costs e ; $1,659,200 . L _ $1,659.200
Completion Costs ' $1.151,000 $1.151,000

Total Intangible Costs $1,659,200 $1,151,000 $2,810,200
ITangibIes j
Well Equipment e $36,000 7 - $764,275 a $800,275

Lease Equipment B : $36,500 $36,500

Total Tangible Well Cost $36,000 $800,775 $836,775

Plug and Abandon Cost j $150.000 -$150,000 30 ]
Total Well Cost $1,845,200 $1,801,775 $3,646,975

Unless otherw«se mdncated below, you, as a non-operatmg workmg interest owner, agree to be covered by Operator’s weII control insurance procured by Operator
so 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
insurance, you must provide a certificate of such insurance acceptable to Operator, as to form and limits, at the time this AFE is returned, if available, but in 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.

D 1 elect to purchase my own well control insurance policy.

Well 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
related redrilling and clean-up/potlution expense covering drilling (through completion) with a $1,000,000 (100% W.1.) deductible.

Comments on AFE. PR TR = RS HEA ! : R S A A B

‘The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The actual costs may exceed the estimated costs
without 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 joint operating agreement, regulatory order or other applicable agreement covering this weil.

Doug Park, Mgr Operations P8

Joint Interest Approval

7/17/2009 1:31 PM



Project Cost Estimate

Lease Name: Malion 34 Federai Com Weli No.. 18

:Roods & Location Preparation / Restoration $50. OOO_

.Damages o o . . ) 51,000
'Mud/Flulds D:sposal Charges o ) _‘_A_ L e $117,500
‘DayRote . 39iDHDays © BACPDoys @ 12,000°PerDay $564,000
:M;sc Perara-t:on Cost (mouse hote, rat ho/e pads pile clusters, mlsc) ) 59,000
Bits S $1,000: $24,000
;»fuév{ B T "_Mw"t:msz 551, Pw Gu/mn o _""'“:_M?_ob-?,o//ons Per Day ) $12,000. $102,000
'_Water/Compleuon Fluids ._ L “/'A_ Pcr Dny $61,500; $131,700
‘Mud & Additives S o g $39.000"
‘Surface Rentals. ‘ N _777___-1_ _ o __ . PerDay oo ~$145,000
"Downhole Renwts h ' ' o o $162.000
Formation £ Evaluatzon (DST, Coring /ncluqu eva/qanon G& S rwces) e o S0
‘Mud Logging _ R 585“ Days (n) o 32:Per Day N 531,000
_Open Hole Logging - o ) e $15,000
‘Cementing & Float Equipment 365,000
Tubu/arlnspecnons_ e o ) L i o 850000 e i $3,( $8,000
Casing Crews o ' - _ e V oo $10,000: i o - $15,000: $25,000
‘Extra Labor, W?ld/ng, _Etc L ) o S e $31,000° e $5,000 $36,000
nsporation (Trucking) ) ' $20,000° $9,000 $29,000
Supervmon ) o T ) ) - o :Pw Day L - $59,000: oot $26,000: 585,000
Trailer House/Camp/Catenng T L iPerDay 523,006_: RN $4,000i 527,000
Other Misc Expenses e e (91,0000 0 $7,000 518,000
: Jd ) 300-Per Doy ; : 523,000
emed/o/ Cemennqg ' e o o o S0
‘mos/oemos e ) $60,000
\Directional Drilling Services _© 12'Days@ 8,200 Per Day $140,000
ock, Dispatcher, Crane o B S0
‘Marine & A/}-Transponarlon B ) e o S0
Sollds Control N o L S 7“?"” o 7__'__‘?P()rD(_7y o $8%.000
.Well Control Equip (Snubbing Svcs.) ' - B ' $116,000
‘Fishing & Sidetrack Operations o L . S0
:Completion Rig S . 3,400:PerDay $70,000
Coil Tubing . Nt ___33,000]Per Day _ $33,000
:Completion Logging, PPr/oratmg, le Unrts WL Surveys e - $10,000
Stlmulauqr_v_ o o $427,000
LPgaI/Regululory/ Curanve o - o o $1,000
Well Control insurance . so3sperfoot ; 55,000°
Contingency o 5% iof Dnl/lng Inmnmb/m L . 554,000 5133,000.
Construction For Weli Equipment o ) $20,000 $20,000
“Construction For Lease Equ:pmenr } ~ ) . S0 S0
\Construction For Sales P/L B . 50
Total Intangible Cost $1,659,200 $1,151,000 $2,810,200

Eggasing

DrivePipe .. .._.20 " 4000 5000 .

Condﬂctor Pipe o o L o S0
Water Stri N . i SO
Surface* Casmg o ‘ o 13-3/8" | : S0
sntermediate Casing - igs/s 1485.00 $36,000
Dnlhng Liner o : 50
Drilling Liner - S B : S0
;Producnon Cusmg or l.mer ‘_ ‘ “:A ) - i 11200.00: 32’9 OOO $329,000
‘Production Tie-Bock 332" " 5000.00! e 566,275 566,275
Tubing _ . 27/8" | 1020000 et $82,000, $82,000
'N/C Well Equipment o T - - She. o $20,000 $20,000
‘Wellhead, Tree, Chokes o o o Qi $10,000; $10,000
Liner Hanger, Isolation Packer _ L ' 51,000 $1,000°
Packer, Nipples - o o T " $110,000° $$110,000
pumping Unit, Engine____ . 598,000

iLift Equmpnt(BHP Rods, Anchors)
Tangible™-'Lease Equipmen ;

$48.000

;%N/C Lease Fquipment e o o L N S0
:Tanks, Tanks Steps, Stairs o S $20,000
:Battery (Heoter Treater, SPparator Gas Treanng Equ1pment) o N $15,000 $15,000
Flow Lines (Line Pipe from wellhead toﬁcﬂr‘gl_faahty) S o $1,500: $1,500
:Offshore Production Structure for Facilities _ o 50
Pipeline to Sales i : SO
Total Tangibles $36,000 $800,775 $836,775
Total Cost $1,845,200 $1,801,775 $3,646,975

7/17/2009 1:31 PM



JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

jamesbruc@aol.com

August 13,2009

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

To: Persons on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for a non-standard unit and compulsory pooling, filed with
the New Mexico Oil Conservation Division by Cimarex Energy Co., regarding the NY2N'. of
Section 34, Township 19 South, Range 34 East, N.M.P.M., Lea County, New Mexico.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, September 3, 2009, in Porter Hall
at the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You
are not required to attend this hearing, but as an owner of an interest that may be affected by this
application, you may appear and present testimony. Failure to appear at that time and become a
party of record will preclude you from contesting the matter at a later date.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, August 27, 2009. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
its attorney; a concise statement of the case; the names of the witnesses the party will call to
testify at the hearing; the approximate time the party will need to present its case; and

identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Staterent must also be provided to the undersigned.

Vegy truly yours,

Attorney for Cimarex Energy Co.

ATTACHMENT
B1



EXHIBIT A

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

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

Michael J. Moncrief 2008 Trust A
Attention: Jerry Goodwin, CPA
Suite 1030

777 Taylor Street

Fort Worth, Texas 76102

Lee Wiley Moncrief Trust

c/o U.S. Trust, Bank of America
Attention: Janet Cunningham, CPL
P.O. Box 2546

Fort Worth, Texas 76113

Hyde Oil and Gas Corporation
Attention: Blair Hamburg
Suite 1018

6300 Ridglea Place

Fort Worth, Texas 76116

W.A. Moncrief, Jr. Trust
Attention: Monica Cebell
950 Commerce Street
Fort Worth, Texas 76102

MGT Partners I, L.P., er al.
Suite 500

13727 Noel Road

Dallas, Texas 75240



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF CIMAREX ENERGY CO.

FOR APPROVAL OF A NON-STANDARD

OIL SPACING AND PRORATION UNIT AND

COMPULSORY POOLING, LEA COUNTY,

NEW MEXICQO. Case No.

APPLICATION

Cimarex Energy Co. applies for an order (i) approving a non-standard oil spacing and
proration unit in the Bone Spring formation comprised of the N2NY2 of Section 34, Township 19
South, Range 34 East, N.M.P.M., Lea County, New Mexico, and (ii) pooling all mineral interests
in the Bone Spring formation underlying the non-standard unit, and in support thereof, states:

1. Applicant is an interest owner in the N2N': of Section 34, and has the right to re-
enter or drill a well thereon.

2. Applicant proposes to drill the Mallon 34 Fed. Well No. 20 to a depth sufficient to
test the Bone Spring formation, and seeks to dedicate N/2N'% of Section 34 to the well to form a
non-standard 160 acre oil spacing and proration unit (project area) for any formations and/or
pools developed on 40 acre spacing within that vertical extent, including the South Quail Ridge-
Bone Spring Pool. The well is a horizontal well, with a surface location at an orthodox location
in the NWY“NWV4, and a terminus at an orthodox location in the NEVANEY4, of Section 34.

3. Applicant has in good faith sought to obtain the voluntary joinder of all other
mineral interest owners in the NY2N"2 of Section 34 for the purposes set forth herein.

4. Although applicant attempted to obtain voluntary agreements from all mineral
interest owners to participate in the drilling of the well or to otherwise commit their interests to

the well, certain interest owners have failed or refused to join in dedicating their interests.



Therefore, applicant seeks an order pooling all mineral interest owners in the N2aN' of Section

34, pursuant to NMSA 1978 §§70-2-17, 18.

5. The approval of the non-standard unit and the pooling of all mineral interests

underlying the NY2N%2 of Section 34 will prevent the drilling of unnecessary wells, prevent

waste, and protect correlative rights.

order:

WHEREFORE, applicant requests that, after notice and hearing, the Division enter its

A. Approving a non-standard oil spacing and proration unit (project area) in the Bone

Spring formation comprised of the N/2N'. of Section 34;

B. Pooling all mineral interests in the NYNY: of Section 34 in the Bone Spring
formation;

C. Designating Cimarex Energy Co. of Colorado as operator of the well;

D. Considering the cost of re-drilling and completing the well, and allocating the cost

among the well’s working interest owners;

E. Approving actual operating charges and costs charged for supervision, together
with a provision adjusting the rates pursuant to the COPAS accounting procedure; and
F. Setting a 200% charge for the risk involved in drilling and completing the well in

the event a working interest owner elects not to participate in the well.

Respectfully submitted,

es Bruce
ost Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Cimarex Energy Co.



S N . oo LEHIIFTEU RIAIL.

James Bruce
P O. Box 1056
~Santa Fe. New Mexico 87504,

7008 3230 0000 2324

Hyde Oil and Gas Corporation
Attention: Blair Hamburg
Suite 1018

6300 Ridglea Place

Fort Worth, Texas 76116
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JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell)
(508) 982-2151 {Fax)

jamesbruc@aol.com

July 28, 2009

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

To: Persohs on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for a non-standard unit and compulsory pooling, filed with
the New Mexico Oil Conservation Division by Cimarex Energy Co., regarding the S¥:2NY: of
Section 34, Township 19 South, Range 34 East, N.M.P.M., Lea County, New Mexico.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, September 3, 2009, in Porter Hall
at the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You
are not required to attend this hearing, but as an owner of an interest that may be affected by this
application, you may appear and present testimony. Failure to appear at that time and become a
party of record will preclude you from contesting the matter at a later date.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, August 27, 2009. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
its attorney; a concise statement of the case; the names of the witnesses the party will call to
testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Very truly yours,

Attorney for Cimarex Energy Co.

ATTACHMENT
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Pear Resources
P.O. Box 11044
Midland, Texas 79702

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

Michael J. Moncrief 2008 Trust A
Attention: Jerry Goodwin, CPA
Suite 1030

777 Taylor Street

Fort Worth, Texas 76102

Lee Wiley Moncrief Trust

c/o U.S. Trust, Bank of America
Attention: Janet Cunningham, CPL
P.O. Box 2546
Fort Worth, Texas 76113

Hyde Oil and Gas Corporation
Attention: Blair Hamburg
Suite 1018

6300 Ridglea Place

Fort Worth, Texas 76116

W.A. Moncrief, Jr. Trust
Attention: Monica Cebell
950 Commerce Street
Fort Worth, Texas 76102

MGT Partners I, L.P., et al.
Suite 500

13727 Noel Road

Dallas, Texas 75240

EXHIBIT A



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF CIMAREX ENERGY CO.

FOR APPROVAL OF A NON-STANDARD

OIL SPACING AND PRORATION UNIT AND

COMPULSORY POOLING, LEA COUNTY,

NEW MEXICO. Case No.

APPLICATION

Cimarex Energy Co. applies for an order (i) approving a non-standard oil spacing and
proration unit in the Bone Spring formation comprised of the S¥2N'2 of Section 34, Township 19
South, Range 34 East, N.M.P.M., Lea County, New Mexico, and (ii) pooling all mineral interests
in the Bone Spring formation underlying the non-standard unit, and in support thereof, states:

1. Applicant is an interest owner in the S"2N% of Section 34, and has the right to re-
enter or drill a well thereon.

2. Applicant proposes to drill the Mallon 34 Fed. Well No. 19 to a depth sufficient to
test the Bone Spring formation, and seeks to dedicate S/aN%: of Section 34 to the well to form a
non-standard 160 acre oil spacing and proration unit (project area) for any formations and/or
pools developed on 40 acre spacing within that vertical extent, including the South Quail Ridge-
Bone Spring Pool. The well is a horizontal well, with a surface location at an orthodox location
in the SEVANEY4, and a terminus at an orthodox location in the SWYNWY4, of Section 34,

3. Applicant has in good faith sought to obtain the voluntary joinder of all other
mineral interest owners in the SY2NY2 of Section 34 for the purposes set forth herein.

4, Although applicant attempted to obtain voluntary agreements from all mineral
interest owners to participate in the drilling of the well or to otherwise commit their interests to

the well, certain interest owners have failed or refused to join in dedicating their interests.



Therefore, applicant seeks an order pooling all mineral interest owners in the S%2N!: of Section

34, pursuant to NMSA 1978 §§70-2-17, 18.

5. The approval of the non-standard unit and the pooling of all mineral interests

underlying the S2NYz of Section 34 will prevent the drilling of unnecessary wells, prevent waste,

and protect correlative rights.

order:

WHEREFORE, applicant requests that, after notice and hearing, the Division enter its

A. Approving a non-standard oil spacing and proration unit (project area) in the Bone

Spring formation comprised of the S!2N': of Section 34;

B. Pooling all mineral interests in the S!2N% of Section 34 in the Bone Spring
formation;

C. Designating Cimarex Energy Co. of Colorado as operator of the well;

D. Considering the cost of re-drilling and completing the well, and allocating the cost
among the well’s working interest owners;

E. Approving actual operating charges and costs charged for supervision, together
with a provision adjusting the rates pursuant to the COPAS accounting procedure; and

F. Setting a 200% charge for the risk involved in drilling and completing the well in

the event a working interest owner elects not to participate in the well.

Respegtfully submitted,

st

Janies Bruce

Pogt Office Box 1056

Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Cimarex Energy Co.
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JAMES BRUCE
ATTORNEY AT LAW

POST OFFICE BOX 1056
SANTA FE, NEW MEXICO 87504

369 MONTEZUMA, NO. 213
SANTA FE, NEW MEXICO 87501

(505) 982-2043 (Phone)
(505) 660-6612 (Cell)
(505) 982-2151 (Fax)

August 13, 2009

CERTIFIED MAIL — RETURN RECEIPT REQUESTED

To: Persons on Exhibit A

Ladies and gentlemen:

Enclosed is a copy of an application for a non-standard unit and compulsory pooling, filed with
the New Mexico Oil Conservation Division by Cimarex Energy Co., regarding the S%2S': of
Section 34, Township 19 South, Range 34 East, N.\M.P.M., Lea County, New Mexico.

This matter is scheduled for hearing at 8:15 a.m. on Thursday, September 3, 2009, in Porter Hall
at the Division’s offices at 1220 South St. Francis Drive, Santa Fe, New Mexico 87505. You
are not required to attend this hearing, but as an owner of an interest that may be affected by this
application, you may appear and present testimony. Failure to appear at that time and become a
party of record will preclude you from contesting the matter at a later date.

A party appearing in a Division case is required by Division Rules to file a Pre-Hearing
Statement no later than Thursday, August 27, 2009. This statement must be filed with the
Division’s Santa Fe office at the above address, and should include: The names of the party and
its attorney; a concise statement of the case; the names of the witnesses the party will call to
testify at the hearing; the approximate time the party will need to present its case; and
identification of any procedural matters that need to be resolved prior to the hearing. The Pre-
Hearing Statement must also be provided to the undersigned.

Attorney for Cimarex Energy Co.

ATTACHMENT
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EXHIBIT A

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

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

Michael J. Moncrief 2008 Trust A
Attention: Jerry Goodwin, CPA
Suite 1030

777 Taylor Street

Fort Worth, Texas 76102

Lee Wiley Moncrief Trust

c/o0 U.S. Trust, Bank of America
Attention: Janet Cunningham, CPL
P.O. Box 2546
Fort Worth, Texas 76113

Hyde Oil and Gas Corporation
Attention: Blair Hamburg
Suite 1018

6300 Ridglea Place

Fort Worth, Texas 76116

W.A. Moncrief, Jr. Trust
Attention: Monica Cebell
950 Commerce Street
Fort Worth, Texas 76102

MGT Partners I, L.P., et al.
Suite 500

13727 Noel Road

Dallas, Texas 75240

Providence Minerals, LLC
Suite 209

14860 Montfort Drive
Dallas, Texas 75254



BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION

APPLICATION OF CIMAREX ENERGY CO.

FOR APPROVAL OF A NON-STANDARD

OIL SPACING AND PRORATION UNIT AND

COMPULSORY POOLING, LEA COUNTY,

NEW MEXICO. : Case No.

APPLICATION

Cimarex Energy Co. applies for an order (i) approving a non-standard oil spacing and
proration unit in the Bone Spring formation comprised of the S2S': of Section 34, Township 19
South, Range 34 East, N.M.P.M,, Lea County, New Mexico, and (ii) pooling all mineral interests
in the Bone Spring formation underlying the non-standard unit, and in support thereof, states:

1. | Applicant is an interest owner in the S'2S!; of Section 34, and has the right to re-
enter or drill a well thereon.

2. Applicant proposes to drill the Mallon 34 Fed. Well No. 18 to a depth sufficient to
test the Bone Spring formation, and seeks to dedicate S/2S"2 of Section 34 to the well to form a
non-standard 160 acre oil spacing and proration unit (project area) for any formations and/or
pools developed on 40 acre spacing within that vertical extent, including the South Quail Ridge-
Bone Spring Pool." The well is a horizontal well, with a surface location at an orthodox location
in the SWYSWY, and a terminus at an orthodox location in the SEV4SEY, of Section 34.

3. Applicant has in good faith sought to obtain the voluntary joinder of all other
mineral interest owners in the S2SY; of Section 34 for the purposes set forth herein.

4, Although applicant attempted to obtain voluntary agreements from all mineral
interest owners to participate in the drilling of the well or to otherwise commit their interests to

the well, certain interest owners have failed or refused to join in dedicating their interests.



Therefore, applicant seeks an order pooling all mineral interest owners in the S$Y28": of Section

34, pursuant to NMSA 1978 §§70-2-17, 18.

5. The approval of the non-standard unit and the pooling of all mineral interests

underlying the S¥4S¥; of Section 34 will prevent the drilling of unnecessary wells, prevent waste,

and protect correlative rights.

order:

WHEREFORE, applicant requests that, after notice and hearing, the Division enter its

A. Approving a non-standard oil spacing and proration unit (project area) in the Bone

Spring formation comprised of the S¥2S"; of Section 34,

B. Pooling all mineral interests in the S"2S%: of Section 34 in the Bone Spring
formation,;

C. Designating Cimarex Energy Co. of Colorado as operator of the well;

D. Considering the cost of re-drilling and completing the well, and allocating the cost
among the well’s working interest owners;

E. Approving actual operating charges and costs charged for supervision, together
with a provision adjusting the rates pursuant to the COPAS accounting procedure; and

F. Setting a 200% charge for the risk involved in drilling and completing the well in

the event a working interest owner elects not to participate in the well.

tfully submitted,

es Bruce

Post Office Box 1056
S ta Fe, New Mexico 87504
(505) 982-2043

Attorney for Cimarex Energy Co.



:.;:_—-—:1—-—:::.=:_—_‘;:-‘~=:-::.::-‘:—: m 1

.,

}

I*-
I
-+
L%

rd
-t
i3

9119, SBXdL ‘Yuop MO
, a9e]4 ©913pry 00£9
8101 aung
Smqurey] Irejg uonuIny
uonerodio)) sen) pue [10 apAH

5 12404 gqoomauiay

EROL h2E2 OOOg Oe2e goo¢

POSL8 03XOW MaN *ay erueg

9501 xog ‘0q
0N1g Sowrer,

.«.Ro\o-,..ei
S ey

TR ¢ TN N



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

APPLICATION OF CIMAREX ENERGY COMPANY

FOR APPROVAL OF A NON-STANDARD OIL SPACING AND PRORATION
UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO CASE NO. 14361

APPLICATION OF CIMAREX ENERGY COMPANY

FOR APPROVAL OF A NON-STANDARD OIL SPACING AND PRORATION
UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO CASE NO. 14368

APPLICATION OF CIMAREX ENERGY COMPANY

FOR APPROVAL OF A NON-STANDARD OIL SPACING AND PRORATION
UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO CASE NO. 14369

APPLICATION OF CIMAREX ENERGY COMPANY

FOR APPROVAL OF A NON-STANDARD OIL SPACING AND PRORATION
UNIT AND COMPULSORY POOLING,

LEA COUNTY, NEW MEXICO CASE NO. 14370

AFFIDAVIT OF BLAIR HAMBURG

Blair Hamburg being of lawful age and first duly sworn, declares and states as follows:
1. I am the President of Hyde Oil and Gas Corporation and submit this affidavit
based on my personal knowledge.
2. In early July of 2009, Hayden Tresner of Cimarex called me to discuss
whether Hyde Oil and Gas Corporation was willing to farmout all of our acreage in
Sections 33 and 34 of Township 19 South, Range 34 East in Lea County, New Mexico.
I informed him that Hyde Oil did not want to farmout such a large block of acreage but

ATTACHMENT
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would consider a farmout or other agreement on a well by well basis. Mr. Tresner
expressed a desire to meet at our offices the following Monday to discuss an initial
well, which he noted would be the Mallon 34 No. 16 well in the N/2 S/2 of Section 34.

3. During a second conversation, Mr. Tresner informed me that his trip had
been cancelled, that he would be meeting with management the following afternoon,
and that he would send me an email after his meeting.

4. No email was received from Mr. Tresner following this meeting nor did
Cimarex arrange any meeting with Hyde Oil to discuss its development plans.

5. Subsequent to these conversations with Mr. Tresner, Hyde Oil received
letters dated July 17, 2009 containing AFEs for the Mallon 34 Well Nos. 18, 19 and 20.
On August 3, 2009, Hyde Oil received a certified mailing from Cimarex’s attorney
concerning an application to pool for the Mallon 34 Well No. 16 and noting that a
hearing was scheduled before the Oil Conservation Division for August 20, 2009.

6. On August 17, 2009, Hyde Oil and Gas received a second certified
mailing from Cimarex’s attorney that included applications for pooling for the Mallon
34 Well Nos. 18, 19 and 20 and noting that a hearing was schedule before the Division
for September 3, 2009.

7. On August 17th, I sent an email to Mr. Tresner stating the Hyde Oil was
“confused because the paperwork we have received thus far from Cimarex, or on their
behalf, combined with previous phone conversations, has not been clear as to Cimarex's
plans, therefore making it difficult for us to make a decision.” Mr. Tresner called by

telephone and apologized for not providing a well proposal for the Mallon Well No. 16.



He stated that he would extend the pooling hearing if need be and get a well proposal to
Hyde Oil. Mr. Tresner followed up our conversation with the attached August 17th
email, sent after business hours, providing for the first time an AFE for the Mallon Well
No. 16 and indicating the pooling hearing for this well would be continued.

8. On August 26th, Mr. Tresner called to inform me that Cimarex was
proceeding with multiple pooling applications to avoid any down time after the drilling
of the initial well, that Cimarex desired a farmout covering both Sections 34 and 35,
and that if an agreement could not be worked out, Hyde Oil will be locked into a non-
consent position for the proposed wells.

9. On August 27th I telephoned Mr. Will Jones at the Division and informed
him about my lack of familiarity with pooling proceedings in New Mexico and my
concerns about the actions taken by Cimarex. Mr. Jones suggested [ contact and obtain
counsel, which I did on Friday, August 28th.

FURTHER AFFIANT SAYETH NAUGHT

Blair Hamburg

The foregoing instrument was subscribed and sworn to before me this ___ day of August,
2009 by Blair Hamburg.

Witness my hand and official seal.

Notary Public
My commission expires:




He stated that he would extend the pooling hearing if need be and get a well proposal to
Hyde Oil. Mr. Tresner followed up our conversation with the attached August 17th
email, sent after business hours, providing for the first time an AFE for the Mallon Well
No. 16 and indicating the pooling hearing for this well would be continued.

8. On August 26th, Mr. Tresner called to inform mec that Cimarex was
proceeding with multiple pooling applications to avoid any down time after the drilling
of the initial well, that Cimarex desired a farmout covering both Sections 34 and 35,
and that if an agreement could not be worked out, Hyde Oil will be locked into a non-
consent position for the proposed wells.

9. On August 27th I teJephoned Mr. Will Jones at the Division and informed
him about my lack of familiarity with pooling proceedings in New Mexico and my

concerns about the actions taken by Cimarex. Mr. Jones suggested 1 contact and obtain

counsel, which I did on Friday, August 28th.

FURTHER AFFIANT SAYETH NAUGHT

Blair Hamburg

The foregoing instrument was subscribed and swom to before me ﬂzisg__/ day of August,

2009 by Blair Hamburg,.
Witness my hand and official seal.
ST Pl Notary Public [8)
My co : " Z




----- Forwarded Message ----
From: Hayden Tresner <htresner@cimarex.com>
To: blair hamburg <hogbhh@sbcglobal.net>

Sent: Monday, August 17, 2009 5:28:49 PM
Subject: FW: A

Blair.

In regard to our telephone conversation today, and also in response to your email of this date, attached is our proposal for the
reentry of the Mallon 34 Federal #16 VW gll, which will be the first of three additional wells that we wili possibly drill in Section 34.

Therefore, we propose to form a working interest unit that consists of all of Section 34. We welcome Hyde to participate, and
enter into an operating agreement naming Cimarex as operator. However, in the event that you wish to farm-out a portion of you
interest, we request that the any farmout covers that portion of your interest in both Sections 34 and 35, as we have plans to
propose four more wells | jon 35 later this week. Because ownership is not common throughout both sections, we will neec
to have two separate operating agreements-one covering all of Section 34 and the other covering all of Section 35.

Thus far we have everyone but Hyde committed to either farm-out their interest in both sections, or participate in the reentry by
entering into an operating agreement covering all of Section 34. Obviously, once your interest is under contract, we will retract o

proposals for the grassroot wells in Section 34, which will be proposed at a later date (after the results of the reentry have been
evaluated) under the operating agreement.

The proposed Farmout Agreement that you received from us is identical to the one the Moncriefs executed. Hyde and Moncrief
both farmed-out their interests to our predecessors in title (Mallon Oil Co., et al.} when they drilled the Delaware wells in Section:
34 and 35, and consequently, we earned down to 100’ below the TD of each well. So now we are basically going back and

farming-out the deeper rights i.e. below the depths earned under the previous farmout agreements, and the Exhibit "A" has been
prepared accordingly.

1 apologize for any confusion that we have caused, but hopefully this email will help to clarify the situation. And please let me
know if there's any additional information that you need.

'—-
P.S. | am going to inform our regulatory attorney that | did not propose the reentry to you and ask him to continue the hearing. |
understand that the hearing is set for this Thursday, but hopefully we will have your interest committed before then.

]
Regards,

Hayden P. Tresner
Landman-Permian Basin Exploration
Cimarex Energy Co.

600 N. Marienfeld, Ste. 600
Midland, Texas 79701

(432) 571-7800 Phone

(432) 571-7856 Direct

(432) 571-7840 Fax
htresner@gcimarex.com

This email (and attachments if any) is intended only for the use of the individual or entity to which it is addressed, and may contz
information that is privileged, confidential and exempt from disclosure under applicable law. if the reader of this email is not the
intended recipient, or the employee or agent responsible for delivering this message to the intended recipient, you are hereby
notified that any dissemination, distribution or copying of this communication is strictly prohibited. If you have received this

communication in error, please notify the sender immediately by return email and destroy all copies of the email (and attachmén
if any).



