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. 14,390

VERIFIED STATEMENT OF HAYDEN P. TRESNER
Hayden P. Tresner, being duly sworn upon his oath, deposes and states:

1. I am a landman for Cimarex Energy Co., and have personal knowledge of the
matters stated herein.

2. Pursuant to Division Rule NMAC 19.15.4.12.A(1)(b), the following information
is submitted in support of the application filed herein:

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

(b) A plat outlining the spacing unit being pooled is attached hereto as Exhibit A.
Applicant seeks an order approving a 160-acre 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. Applicant further seeks the pooling of all
mineral interests from the surface to the base of the Bone Spring formation undetlying (i)
the NW/4SW/4 of Section 34 to form a standard 40 acre oil spacing and proration unit,
and (ii) the N/2S/2 of Section 34 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 units are 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. Also to be considered will be the cost of re-entering, drilling,
and completing the well and the allocation of the cost thereof, as well as actual operating
costs and charges for supervision, designation of Cimarex Energy Co. of Colorado as
operator of the well, and a 200% charge for the risk involved in re-entering, drilling, and
completing the well.
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© The parties being pooled, their interests in the well unit, and their last known
addresses, are as follows:

Merit Management Partners I, L.P. 625 %
Merit Energy Partners III, L.P. 6.25 %
Merit Energy Partners D-II1, L.P. 6.25 %
¢/o Merit Energy Partners GP, LLC, general partner

Suite 500

13727 Noel Road

Dallas, Texas 75240

(d)  Copies of the proposal letter sent to the uncommitted mineral interest owners are
attached hereto as Exhibit B.

(e 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:

@) SE%SEY% of Section 33.
Read & Stevens, Inc.

(i) SEYNEY and NE%SEY of Section 33.
Cimarex Energy Co. of Colorado

(i) SNV, SWY%SWY, and S%SEY% of Section 34.
Pear Resources
Fuel Products, Inc,
Merit Management Partners I, L.P.
Merit Energy Partuners II1, L.P.
Merit Energy Partners D-III, L.P.

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

) SWYNWY and WASWY% of Section 35.
Pear Resources
Fuel Products, Inc.
Merit Management Partners I, L.P.
Merit Energy Partners II1, L.P.
Merit Energy Partners D-III, L.P.




(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.

G) 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. /

Ha dl n P. Tresnér

SUBSCRIBED AND SWORN TO before me this Eg%yhday of October, 2009 by
Hayden P. Tresner.

My Commission Expires: 1’%‘ /L/L ZOL?) //\%@m d«M/

Notary ic

%, JESSICA L. BARDEN
% Notary Public, State of Texas

My Commission Expires
Aprll 22, 2013
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1635 N. French Dr., Hobbs, NAf 88240

Distedct 11
1301 \V, Grand Avenue, Artesla, NM 88210
Distrdet 111

State of New Mexico

Euergy, Minerals & Natural Resources Department

OIL CONSERVATION DIVISION

1220 South St. Francis Dr.

Fonn C-102

Revised October 12, 2005

Submit to Appropriate District Office
State Lease - 4 Copics

1000 Rio Brazos Rd., Axtec, NM 87410 Fee Leasc - 3 Copics
Distrber 1Y’ Santa Fe, NM 87505
1220 S. St. Francls Dr., Santa Fe, NM 87505 () AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
' API Number ! Paol Code ' Pool Name
30-025-32818 50461 Quail Ridge; Bone Spring, South
‘ Property Code *Property Name * Well Number
Mallon 34 Federal 016
'OGRID No. * Operator Name * Elevation
162683 CIMAREX ENERGY CO. OF COLORADO 3678’ GL
10 Surface Location
UL or lut nu. Section] Township Range Lotldn Feet from the Norily/'South line Feet from the Fast/\West line County
L 34 195 34E 1980 South 660 West Lea
"' Bottom Hole Location If Different From Surface
UL gf totgo. / Scetion| Township | lhng< Lotldn Feel from the Norit/South line Feot from the East\West line County
l?\ 36 ) 195/] 32€ ) 1980 South 330 East Lea
" DW\H\I‘ Y loiot of Jafit  |" Chnsolidutivh Code  |” Order No.
160 1 &/‘

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

Lhacby cergf dauilw dyfarmabion connaned heveln s rue and complute >
the bewt of up kuemlodpe ond bedief, and that tus organzation cbixr owre a
worhing bneress oo indoased mwral intores in e lavd iuchedng the
proposed bortons liole kocation or hoi a rigls 10 dHll this well at diis location
PiTuant o o colrnet with @1 owner of snch a ndimdl orvorking terest,

or 1o avoluntury pooling egy or a cony fng ord:
herergfore entered by the dhlilon

s 4
Z A F O 2/3/2009

SHL & P.P. Bone Spring 9756’
1980 FSL & 660 FWL

Signahae Date

BHL 1980 FSL & 330 FEL

Zeno Farris

Printed Nauue

EOC 10840’ TVD
1980 FSL & 855 FWL

-

i e, DR B T L

'"5SURVEYOR CERTIFICATION

I hereby certify: thar the well location shown on this plat
vas plotted from field notes of actual surveys made by

| e or under my supervision, and that the same is true

3l and corvect o the best of my belief.

"""""" NVIfO52 """~

b Producible Interval
Pt ¥ Asiiei o] (e 5,24 DESACATTC ILIC LT APTRNNS 2 MRy Sl SCrE 2] IS SINEY LB ¢4

Date of Survey
Signature and Seal of Prafessional Sunveyor

Centificate Numbey

EXHIBIT
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Cimarex Enorgy Co.

600 N, Marienfeld St

Suite 600

Midland, Texas 79701

PHONE 432.571.7800

FAX 432.571.7832

June 10, 2009

Via Certified U.S. Mail-Return Receipt Requested 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 6003 0317 3649

MGT Partners 1, L.P., et al
12737 Noel Road, Suite 500
Dallas, Texas 75240

Re:  Mallon 34 Federal #16 (reentry)
N/28/2 of Section 16~-T195-34E
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 above-captioned well in accordance with the project described in
the enclosed AFE. If you choose to participate, please sign and teturn a copy of the AFE to the
undersigned at the above-letterhead address. I will send our proposed form of operating agreement to you
upon receipt of yout 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 ENE‘Ig CO.
. ayded P, r&ene:%@vkL
Landman

EXHIBIT



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

Midland, Texas 79701
PHONE 432.571.7800

July 1, 2009

Via; ol ikt

MGT Partaers L L.P.

Merit Encrgy Partners I, L.P.
Merit Energy Partaers DI, 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 Interest Owner:

In the event that you did not receive my previcus proposal dated June 10, 2009, Cimarex Eoergy
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 retumn a 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. Altematively, 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 vot hesitate to contact me if there is anything farther that you should require in regard to this
matter. Thank you.

Sincerely,

Energy Co.

P, TWIW_



Authorization For Expenditure

" Erciddugr £ ald e b o] Brdndmyilumng

Inta i Dry Hole Cast i After Paint Complated Wal Cost
Drlifin ' $1,122,000 ] 1 $1,122,000
Completion Casts 1 ! $1,005,000 | 52,005,000
Tota! Intongible Costy $1,122,000 $1,005,000 $2.123,000
Ies
{Wed gquipment : ! S0 : $441,621 ! SaaL62
{Lease Equlpment 7 $36,500 1 $36500
Total Tangiblo Wok Cost s sa7zan $an
|Ptugand Abandon Cost i $150,000 1 $150,000 ' () |

s Amwars,wamuqapmamadwmmm capsgudennsmlnxmmmmcwupw.

ummmwmywaa..... perat rking ¥ ovmermwbo ‘by" .weﬂeonml' [ d by Op
mlmuowmeummapmﬂmhemm&rwwmwurm share of the premiums tharefora, if you slect to purchass your own wel control
you musz provide a carttficats of such & ble to Op s to forr and Gmizs, at the Bme this AFE Is returned, Havaflable, butin no event
later than ent of ¢rilling operati You agrea that failure to provide the certificata of Insurance, as provided herein, will resuitin your belng covered
by insurance procured by Operstor. .
(231 ctact 10 purctiace awy own wed contt bisurance policy.

'Wedl control d by Op , P &3, among gther tarms, for $20,000,000 (100% W.1.) of Combined Single Limit ge for well control and
: mdtﬂnwwdum/po!wonwmmﬁudmwmpm)mﬁmmwwumm -

CAMMIALE COIARS I, E7% 50 Ty 2 L R gt By \ A 8 oy S
Theabwemamesﬂm:usorﬂyandmﬁdpamtroublefreeopenummmanyformabh chnngﬂnp(:m Thumlmsamymdmcmndm
without affacting the authorization for expenditure herein granted. By approval of this AFE, the working intanest owner agraas t pay It proportionate share of
actual legal, curative, regulatory and well costs under term of the Jolnt operating agr regulatory order or other applicable agreement covering tis well,

7/3/2009 252PM
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Praject Cost Estimate

Well No2 %
9(0¢100 _$50,000i 01610 550,000
) $2,000 oiccuos 1 $1,000
olog.ss QI0C238 S71.S-00ﬂ
11.300]Rer Doy noc.21s | $242,000| orccazo $69,000]
010220 |
010¢.225
{Fuel | S1.2301Per Gollon ~1 700 Gotlons per 0:0¢.235
Water fedlon Aulds 1 _[Per OMC.10
Mud & Adcitives 210¢.145
,‘_"‘;i“_'_.._'m"” : [Perooy | vincasa
[ Downhole Renzats [oiocass &
Formatlon Evakeation (DST, Coring Including eveluation, G&G Services dibeish W /{/W//Z(,
$850] Doys & | 18[Per ooy 0T $15,000 V//’//ﬂ:j‘z/’/’//,'/
oiea30 Al
0IDC.A5S | perass
oipeare oecago | $3.000] $3,000
MOC.A93 DICLIES $12,000 $2.2,0004
HBe200 $16000| ot _ 35000 528000
oeC2os $10,000| owzazs $9,000 515,000
[ veoolperboy | owene s?zlb?o‘l oecito $23,000 55,000
| 400| per Doy DIDC.28 $8,000] owccass $4,000 12,000
i DIoCa%o $11.000! orccioo $7,000] 13,0001
T s0diPerbay ! owecezs $6,000] owcres | 000| 317,000
BIoL.2sz o128 $18,
e $45, $43,
T~ 18[ooyseT — 21350/Perdoy | owcaes $226,000 5228
Doease 0100220 50
00628 01CC250 $0)
] *_lper Doy H0E260 $70,000 $70,000]
0C.365 $44,000{ _mice.a49 $26,000 $70,900
2UPEIN0 S0 0cc.ass £0!
| 171 0 3400[Per 0. oteens $70,000 $70,000
I iloos e Per pices $33,000 33,000
ting, WL Unlts, WL Surveys OICC.200 §10,000 . $10,000
0ICCT0 _$427,000] $427,000
/Curative DIDC.200
Wel! Control Insuronce [ 50.38!Per Foct woc.::u
Conl { S%]of Drilfing intong/bls $100,000
b o ot et 7 //////ff///z, S oo
Construction For Leose 4// /f’//, neaur $0 <0
Construction For Soles PAL % //;ﬁé’/ /}7/ oicca6s <3
Total itangible Coct 31.172,000 $1.005,000 52,127,000
|casiny Sie | feet S/Fm
[Drive pipe 20 "t 400 so.oo owi.150 50 30,
Conductor i Owinalo 50 sot
water. OWEBLLS Ed G
Casiny RN OWEBI0 50 50
Intarmadiate 00| oweeass $0! 0
Drilling Liner | pwEs $0 50|
Oriting Liner " | pwieaas 50 $0|
Procuction Casing or Uner DWEA200 30 30,
|Production Yie-Back Qa9 $71613 STL621)
Tublng 2 DWEAIDS »83,000 $B3,000!
Welt OwWEALLS § $20,000]
Wellheod, Tree, Chokes } own.us OWEALI0 $10, $19,000/
Uner Hanger, tsoltion Pocker T oo s
Pocker, Nipples
Pumping Un't, Enine
Uﬂlwlpmm (BHP. Rods, Anchors)

: = ﬁ"f/’///‘/// // =
\Battery (Heoter Treutey, Separotoy, Gas Treotlng Equlomen 7 ’ / pris $13,000 H‘m
Flow Lines (Line Pipe from weltheed to centrol focility) // //V//W/ $1,5 $1500
[Ofshert Production Strueture for Foclities ///" /% 2 /// 74 owealss 80)
Plpeline to Soles A///// .,/ﬁ’/ ,¢,’/ wial) 50)
Yotal Tengidies $478323 sozIn.
{PBA Costs { owcaes |~ $186000] orccas | -5150,000] so|
Yot Cast 31573500 Ssue e

7/1/2008 3:52 PM



