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

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

APPLICATION OF CIMAREX ENERGY CO.

FOR A NON-STANDARD OIL SPACING AND

PRORATION UNIT AND COMPULSORY POOLING,

CHAVES COUNTY, NEW MEXICO. Case No. 14,442

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 Encrgy Co., and have personal knowledge of the
matters stated herein.

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

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

(b) A plat outlining the spacing unit being pooled is attached hereto as Exhibit A.
Applicant seeks an order approving a 159.32-acre non-standard oil spacing and proration
unit (project area) in the Abo/Wolfcamp formation comprised of Lot 1, NE/4ANW/4, and
N/2NE/4 (the N/2N/2) of Section 19, Township 15 South, Range 31 East, NMPM.
Applicant further seeks the pooling of all mineral interests from the surface to the base of
the Abo/Wolfcamp formation underlying the N/2N/2 of Section 19 to form a non-
standard 159.32 acre oil spacing and proration unit (project area), for any formations
and/or pools developed on 40 acre spacing within that vertical extent. The units are to be
dedicated to the Hancock 19 State Com. Well No. 4, a horizontal well to be drilled at a
surface location 660 feet from the north line and 330 feet from the east line, with a
terminus 660 feet from the north line and 330 feet from the west line, of Section 19.

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

Oil Conservation Division

Case No.
Exhibit No. ‘




(d)

©

of the uncommitted interest owner in the well.

®

(8)

Sigyn Lund
1052 Montgomery Road
Altamonte Springs, Florida 32714

Trustees of the Estate Peter L. Shea
Trustees of the Peter L. Shea Trust
Edwina S. Brokaw Millington

c/o John Walsh

Bryan Cave, LLP

Suite 3501

290 Avenue of the Americas

New York, New York 10104

Helene Singer

Heirs of Herman Singer

P.O. Box 1883

Santa Fe, New Mexico 87504

875 %

7.7092 %

— 19688%

Copies of the proposal letters sent to the uncommitted mineral interest owners are
attached hereto as Exhibit B. In addition, I have called and e-mailed the interest owners
several times regarding the well proposal.

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

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:

)] S¥aSY. of Section 18.

Cimarex Energy Co. of Colorado

(i)  SYSY of Section 17.

Cimarex Energy Co. of Colorado

(iii)  N% of Section 20.

Cimarex Energy Co. of Colorado

(iv)  S¥%NY of Section 19.

Cimarex Energy Co. of Colorado

(v)  EYNEY of Section 24.

Yates Petroleum Corporation

Abo Petroleum Corporation



Myco Industries, Inc.
Yates Drilling Company

(vi) SEYSEY of Section 13.
Abo Petroleumn Corporation
Myco Industries, Inc.
Yates Drilling Company

(h) A copy of the Authority for Expenditure for the proposed well is attached hereto
as Exhibit C. The drilling and completion costs set forth therein are fair and reasonable,
and are comparable to those of other horizontal wells of this depth drilled in this area of
Chaves County.

® 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 )
COUNTY OF MIDLAND ; >
Hayden P. Tresner, being duly sworn upen 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.
@/ﬁ// M’/ﬂ—-

Hayden P. Tresner

SUBSCRIBED AND SWORN TO before me this [ /77! day of March, 2010 by
Hayden P. Tresner.

My Commission Expires: ﬁl ZZ ZD [3 O%ﬂf M

Notary ?’(j}h’c

r0rs, JESSICA L. BARDEN

-z Notary Public, State of Texas

§ My Commission Expires
Apili 22, 2013
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Cimarex Energy Co.
£00 N, Marienfelo SL
Suito §00

Midland, Texas 79701
PHONE 4325717600
FAX 432.571.7832

November 17, 2009

Working Interest Owner Address List on Page 2

Re: New Well Proposal
" Hancock 19 State Com #4
N/2N/2 Section 19-T155-R31E
Chaves County, New Mexico

Dear Working Interest Owner:

Cimarex Energy Co. (“Cimarex”) proposes to drill the above-captioned well according to
the project described in the enclosed AFE. Enclosed is Cimarex’ proposed form of Operating
Agreement which covers the spacing or proration unit dedicated to the well. If you choose to

_ participate in the well, please sign and return one (1) copy of the AFE to the undersigned at the
above-letterhead address. Upon receipt of your signed AFE, I will forward a completed version
of Exhibit “A” and a fully executed set of signature pages, to be incorporated into the enclosed
Operating Agreement. I will also include a separate set of signature pages for you to sign in the
presence of a Notary Public and return to the undersigned.

Alternatively, if you choose not to participate in the well, Cimarex hereby offers $200 per
net mineral acre for a two (2) year Term Assignment with 180-day continuous development and
delivery of a 75% net revenue interest lease. Please contact me at your earliest convenience at
(432) 571-7856 so that Cimarex can prepare gc:,_c_ordingly. Thaok you.

Sincerely,

Cimarex Exergy Co.
e
Y Q2

Hayden P. Tresner
Landman

EXHIBIT ‘



Page 2
Working Interest Owner Address List

New Well Proposal-Hancock 19 State Com #4 Well

Via: U.S. Cevtified Mail .
Reaturn Receipt No. 7007 0710 6003 0317 6725

Anadarko Petroleum Cormporation
Aun: David Ward

P.O. Box 1330

Houston, Texas 77251-1330

Via: U.S. Certified Mail
Return Receipt No. 7607 0710 0093 0317 6743

Wayne A_ Bissett
P.0. Box 2101
Midland, Texas 79702

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6763

Clare Lundbeck Fraser
133 E. 64 Street
New York, New York 10021

Yia: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6787

Don M. Kidwell
4208 Fairwood Drive
Midland, Texas 79707

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6800

Peter L. Shea and/or Estate/Trust of Péter L. Shea
Edwina S. Brokaw Millwogton

The Bank of New York and Peter L. Shea, Co-Trustees

of the Estate of Edward L. Shea and /or Trust
Bryan Cave, LLP

Attn; John Walsh .

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

Via: US. Certified Mail
Return Receipt No. 7007 718 0003 0317 6732

Mitchell Minerals, LLC
At: Victor Mitchell

P.O. Box 488

Henryetta, Oklahoma 74437

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6756

Douglas C. Koch
P.0. Box 540244
Houston, Texas 77254

Via: U.S. Certified Muail
Return Receipt No. 7007 0710 0003 0317 6770

Sigyn Lund
1052 Montgomery Road
Altamnonte Springs, Florida 32714

Via: U.S. Certified Mail
Return Receipt No. 7007 0710 0003 0317 6794

O’Neill Properties, Ltd.
Mary Louise O"Neill and the Estate of Henry
Byrne O’Neill, Sr., Deceased

Dragisic Legacy, LLC

Attn: Temmy Vammaman
P.0. Box 2840
Midland, Texas 79702



Cimarex Energy Co.

600 N. Marienfeld St.

Suite 600

Midland, Texas 79701
PHONE 432.571.7800

pleie i T

Via: __U.S. Certified Mail-Return No. 7009 0820 0001 1968 4111

Ms, Singer
P.O. Box 1883
Santa Fe, New Mexico 87504

Re:  Hancock 19 State Com No. 4
Hancock 19 State Com No. 3 -
Yalley Forge 20 State Com No. 2
T155-R31E, Chaves County, New Mexico

Dear Ms. Singer:

As we recently discussed over the telephone, the heirs of your husband, Mr. Herman Singer, own
a worldng interest in an oil and gas lease that Cimarex Fnergy Co. (“Cimarex™) is preparing to
dril} three (3) oil wells op. As an owner of a working interest in the lease, you, and any other
heirs to your husband’s estate, have the option to participate in the wells.

Cimarex proposes to drill the above-captioned wells according to the project described in the
enclosed Authorization for Expenditure (“AFE”). If you would like to participate in the well(s),
please sign, date and return a copy of the applicable AFE t0 the undersigned at the above-letter
head address. Also enclosed is Cimarex’ form of Operating Agreement. A separate operating
agreement of identical form will cover the spacing or proration unit dedicated to each individual
well proposed herein.

Altemnatively, if you do not want to participate in the wells, Cimarex hereby offers $200 per net
mineral acre for a two (2) year term assigoment of your working interest in the spacing or
proration unit dedicated to each well. Cimarex’ proposed form of term assignment is also
enclosed for your review.

Please contact me at your earliest convenience at (432) 571-7856 so that Cimarex can prepare
accordingly. Thank you.

Sincerely,

Cimarex Energy Co.

Hayden P. Tresner )
Lapdman _ '
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Original Estimate

&
§

_Revised Estimate . ) TED : TBD : ABO
‘Supplementul Estimate

onu and complete 3 Lower ABD herizantal well. TD Pllgt hole at :pprox. 9075' chk off at appmx. 8570 and drm 10 MD 1318S"; TVD 8790'. 13 stages 4560' VS

{nzangibles : Dry Hole Cost ! After Casing Point : Completed Well Cost
Deilfing Costs ) : SL3ELETS : ; 53,368,375
Compietion Costs ! . ! $1,187.225 ' $1,192,125 i
Tota! Intangible Costs 51368375 $1,192,125 52,560,500

Ifaniiblb J
Well Equipment i $2$8,900 : 5882,462 ) 51.065.462 :
Leose £qulpment Y o - $57,000 . 597,000 '
Tow) Tangidle well cost $183,000 $979,462 31,157 402

[piug ang Abandon Cost : $156,000 : 550,000 . 50 }
Yotal Well Cost 41,701,375 $2,021,587 $3,722,962

X N s oty
L All wbutars, well or lease equipment is priced by COPAS and CEPS guldehines using the l-ustonc price Multiplier.

NI AN

nsamnce

28 "’*“L"ﬁ‘}-\; i

50 long as Operator conducts operations hereunder and to pay your prorated shzm 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 fimits, at the time this AFE is retuned, If avoilable, bustin no event .
:later than commencement of drilling operations, You agree matfauure to provide the certificate of insurance, as provided herein, will result in your being covered |
:by Insurance procured by Operator, !

T2 1 edoct o purchase my own well control thsurance polkcy. S

‘Well control insurance procured by Operator, provides, among other tenms, for 520,600,000 (200% W.L.) of Combined Single Limit coverage for well control and 1
.refated redrilling and clean~up/pollution expense covering drilling {through completion) with a $1,000,000 [100% W.L) deductible. '

‘The above costs are esﬂmauzs omy and anbapaue trouble fnee opemt)ons wuhout anyfor&eeable change in plans. The actual costs may exoeed 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
jactual fegal, curative, regulatory and well costs under term of the jolnt operating agreemen, regulatory order or other applicable agreement covering this well.

Cimarex Energy Co. Approval

R
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Project Cost Estimate

Roods & Locotion Preparation / Restorution DIDC.200 01€2.209 $38,000]
Damog L 0Cs $6,0001 igeaos ! $6,000
Mud / Fluids Disposal Charges T $65,000% 0ie3as | $50,000 $115,000]
{Day Rate T 35.0H Days _1 7iACP Days @ i PerDay . mucas | $§50,000. »rcaar i $84,000 $634,000,
' Misc Pregaration Cost {mouse hole, rat hale, peds, pile clusters, misc.} " aocane | z 4

1 8its Lomocias ! $1,000 $19,750:
Fuel $0.00: Per Gallon T ‘Gallons Per Doy I ieeazs 50| 50:
‘water / Completion Fluids ! i iPerDay | oceiw .62 : $111,128! $141,750:
Vi & Aciins oivczes 63,000 563,000
Surfoce Rentols ! PerDay | oozass | $32,0000 mcorso $83,000! 5114,000!
Downhole Rentals P Morass : $36,000! iazass ¢ $14,000 $50,000
\Formation Evoluation (DST, Coring including eveluotion, GBG Services) ¢ ocase © ?‘5”;:’, ,,/,?':_/ _,*‘p:/",,gg‘, S0
‘Wi Logging [ _sw0ioes e 80PerDoy | bmetx [ S30,000% /:éy"' Mf/ $30,000
Ogen Hole Logging Cacise 830,000 4L s $30.000
1Cementing & Floot Equipment i ooces $40,0001 oDiscasy | 517,000 $57,000
“Tubular nspectians | DL §5,000] oiecise | $3,000 $2,000
Casing Lrews T miscaes $16.000] orzease | $10,000| $26,000|
i£xqsa Lobor, Welding, Etc. 2DCA68 $14,000] oicc17s | 55,0001 $19,0001
tand Transgoration (Trveking} DIOCI05 | $24,000] viensrs | $4,000! 525,000,
:Supervision |per Doy sipena $49,0001 omtazs ! $18.000 $67,000t
Traifey House / Camp / Catering aD0{Pes Day QIocaee | $21,000) mea2ss ! $4.000 $25,000:
‘Other Misc Expenses Sibcze | { 57,000 59,000i
1Overheod i 300! Per Day DIDG RS | i 53,0001 $16,000}
Remegiol Cementing RS i 501
MOB/DEMOS | pimeree ) T 7 30
Directiongl Orilling Services 14(Days @ ; 7,800\ Per Doy * oocaas | $137,000 g;’:"/ﬁﬁ'hﬁf%ﬁ :"f'f'»," 5137.000
Bock, Dispateher, Crone. i pracass | L occn | ) $0
Maring & Alr Tronsportation T WIS § ] oigeese ! ) 50
Solids Cantrol ] PerBoy | OILL23) - $sz,owmm 552,000
|\Well Controf Equip (Snubbing Sves.) s _mocass | $12.000! minzsae | $11,000! $23.000:
Fishing & Sidetrack Operations L pegTe ) $0: troczas | ! [
“Completion Rig ; 7 0ays @ | 3,400| Per Day WW*,% S, ! 526,000 $36,000°
-Coil Tubing 1 1iDays @'  25,000iPerDay uyj;f} p;fgi’,w /,."’f;’ff; $25,0004 $25,000)
Camplegon Lagging, Perforating, WL Units, WL Surv "%jﬁg ﬁ?ﬁgg’i > 38,000; 58,000!
Stumulagicn f:j/ 4’/4:/34{2;_ “éf»% e $585,000, $535,000
tegat / Regulatory / Curative 0102230 $7,000! =iccazo ¢ HE 57,000
Well Control Insurance T 50.35.Per Foor | micssss §5, 000 A T B $5,000)
:Contingency 5%.\of Drilling Intangibles 1 otecszs $65,0001 oiccans - $54.,000! §115,000
*Construction For Well Equipment i-;’:f;f %’ *fﬁzﬁyjﬁ:{zﬁ%ﬁ/ ‘Ié,;;g DWEA 210 ! $1,000: $1,000
Construction For Lease Equlf ?}/ﬁ%ﬁj,ﬁ% . owo | $55,000: 555,000
i Construction For Sales P/L Mﬁ*ﬁ'ﬂgﬁfﬁﬁ%’(xf#{# penass | : S0
Total Intangible Cost $1,368,375 $1,192,125 $2,560,500

:Cosing | Size £
- Drive Pige 20 " OWES.158
| Conductor Plpe : OWER.L30 | /
“Water String : OWER.13S : }‘v/ T ;
“Surface Cosing [13-3/8" | 340.00 348.261 cwes.ao $16,000 J,j’é;f ’ /&'f‘f 7 /3,-’/}" $16,000°
dUntesmedlate Cosing ; 85/8° 395000 $42.21] owesads | $167,000 ,W%//iij $167,000;
:Drilling Liner ] : | DWES.1LS 50 gf‘i} /@ﬁﬁﬁf fé{%é 50
‘Dritling Liner | i | Dwizass | /ﬁ' /_g.v‘,,;ff /?‘,, o 50!
i produgtion Cosing or Uner 7 i 8500.00 }//Ji TWEAL | $257,000} $257,000
{Production Tie-Boek B2 460000 ; )3‘4:;‘ WAL ! 73,4621 $73,452
‘Tubing 27/8° $400.00° ’rf % OWELLDS | SB0,000; 580,000!
'NJC Weli Equipment ST o : $72,500° $72.500!
Welthead, Tree, Chokes ! $10,000; $10,000}
Liner Hanger, Isolotion Pocker $196,000; $196.000|
Packer, Nipples $1,000 $1,000;
' Pumping Unit, Engine . $135.000!
 Uift Equipment (BHP, Rods, Anchors)

$57.500,

Tangibler Léase Equipment
iN/C Legse Equipment AL $7,500 $7,500:
Tanks, Tonks Steps, Stairs measy $60,000 $60,000!
Battery {Heoter Treoter, Seporotor, Gos Treating Equipment) W OLEDIDS | $24,000 $24,000;
_Flow Uines {Line Pipe from weliheod to centrol fodlity) SECLIC | $5,500! $5,5001
:Offshore Production Structure for Facilities DNl ] so!
‘pPipeline to Soles ; oweaden | t 50|
Total Tangibles $183,000 $979462 $1,162,462
1PEA Costs xoc273 i $150,000! cicc2s | -5150,000¢ 50!
Yotal Cost $1,701,375 §2,021,557 $3,722,962
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