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. 14,489

VERIFIED STATEMENT OF TODD MEADOR

Todd Meador, being duly sworn upon his oath, deposes and states:

L. 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 follownv7 mformation
is submitted in support of the application filed herein:

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

(b) A plat outlining the spacing unit being pooled is attached hereto as Exhibit A.
Cimarex Energy Co. seeks an order approving a 160-acre non-standard oil spacing and
proration unit (project area) in the Bone Spring formation comprised of the W/2W/2 of
Section 24, Township 19 South, Range 32 East, NMPM. Applicant further secks the
pooling of all mineral interests in the Bone Spring formation underlying the W/2W/2 of
Section 24 to form a non-standard 160 acre oil spacing and proration unit (project area)
for any pools or formations developed on 40 acre spacing within that vertical extent. The
unit is to be dedicated to the East Lusk 24 Fed. Com. Well No. 1, a horizontal well to be
drilled at a surface location 375 feet from the north line and 660 feet from the west line,
with a terminus 330 feet from the south line and 660 feet from the west line, of Section
24,

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

Oil Conservatign Division

Case No.
Exhibit No.



(d)

Cibolo Land & Oil, LLC
Suite 950

400 West [llinois
Midland, Texas 79701

Pandora Partners, LP
Suite 950

400 West Illinois
Midland, Texas 79701

Sagebrush Oil Company
Suite 950

400 West Illinois
Midland, Texas 79701

Tri-Crown Properties, LLC
P.O. Box 50622
Midland, Texas 79710

TriTex Energy A, LP
Suite 600

15455 Dallas Parkway
Addison, Texas 75243

Turner Falls, LLC
5002 Candle Tree Grove
Midland, Texas 79705

Copies of the proposal letters sent to the uncommitted mineral interest owners are
attached hereto as Exhibit B. In addition, we have had telephone calls and e-mail

correspondence with the parties.

(©)

®

@

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 lessces of the acreage surrounding the well unit are as

follows:

(1) SEYSEY of Section 14

BOPCO, L.P.

0.25

0.85

25.30

1.00

20.05

1.00

%

%

%



(1) S%SW¥% of Section 13
Mewbourne Oil Company
Exxon Mobil Corporation
Tritex Energy A, LP (notified as pooled party)

(iii) EY%NWY of Section 24
Cimarex Energy Co.

iv) EX%SWY of Section 15
Samson Resources Company
Parties being pooled

(v)  NENWY of Section 25
Parties being pooled

(vi) NEYNEY: of Section 26
EOG Resources, Inc.

(vii) E¥EY% of Section 23
EOG Resources, Inc.

(b) 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
Lea County.

@ Overhead charges of $6500/month for a drilling well, and $650/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.



VERIFICATION

STATE OF TEXAS )
) ss.
COUNTY OF MIDLAND )

Todd Meador, 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 cefrect to the best
of his knowledge, information, and belief. %j

Todd Meador

SUBSCRIBED AND SWORN TO before me this 8)@ day of June, 2010 by Todd
Meador

My Comerission Epires: (lots 3 JatZ M
Notary Public

%, SAMATHA SPENCER
Z Notary Public, Statg of Toxas
My Commission Expires
October 31, 2012




1 Vs TS,
o ‘4 ) o [ A :
e ¥ . |

’ -i:‘_ . 'J.\n::

};:l-’mwnilm L A i

A lrlf(:c;wt,nm etal
y LR nedarko}

-

Hg P

L 2 R W

Do

| ea-.; e

L

| u"w"",""ﬂ’é“ I Ewn Temahe-C¢ .:f_ :
s-cl{ - . pas., mi_ awde {
o ) L
| i) Pt .
2 31‘ 4 - N | Plamcen Tetx ) ; wo(_
cmff gurhngton ®on) N Yoag a7 byl
f o - ' Nuﬁr ‘:}lnf ‘ﬁp Chrant,
L FU e rtun ‘ ‘-' : .-i FREERY 1t 200 S

-. Harste Per [
N iv Paate P fn‘f
(1 Ry ﬁ'?rm - b

s R
) 1% 1 A B b
u. S, wk - Mol

Q]
bha 347

; ﬁﬁ "y
.k 1)
— ‘,,2___4,»"’@3 L
Mm:k ‘rﬂaﬂgqq G
Carp === b 31
rg ?t'ﬂﬂ Wﬁbb@wﬂ Sll!ﬂt
7 “J Y ,_\ ta 409@ P

B Heasend .
-2 Rogg 20 )

4 2N
fm 30

NPV =

ﬁg r'ﬂp?h‘%

- i_ i % ¥ Wir i &
B FEMO + B
. u'l

:-‘ {"

;t"’

;¢;

L)
& e

es, ,_
(R westgll)
(BPF &mey e B
Wmen Tu ).rm'

l?“'lg I{ﬂg",b Q;I"‘ TI‘J J*I"h?@

ML

- “{usk Fed Com” ‘
' £ Ul qu'm; fos G‘-"ﬂ‘:e P?-" - ‘E
| fush  § ~ Tombo.a-frd
21’6» ..Ed tam i fn '! 7:' —: - T = .

‘ , . R =y France PR

i . Culberson ftia PRy PE y Liar R?i?j‘;"w'

 SRap L o P - TN cem 1
;‘u:w'] EXHIBIT — ro 3 W A&t oTieIR |

of
G‘n

i ka
~¢‘\

L i N
' Ho'nr!nnrgl £

¢

Y -




Cimarex Energy Co. - ' e
600 N. Marienfeld St. |
Suite 600

Midland, Texas 79701

PHONE 432.571.7800

March 15, 2010

TriTex Energy A, LP
15455 Dallas Parkway, Ste. 600
Addison, TX 75243

Certified Mail-Return Receipt Requested No. 91 7108 2133 3937 9625 2504

Re: Proposal to Drill
East Lusk 24 Fed Com #1H
W/2w/z2, Sec. 24-T195-R32E
Lea County, New Mexico

Dear Sir/Madam:

Cimarex Energy Co. hareby proposes to drill the East Lusk 24 Fed Com #1H well at a legal location in W/2
W/2, Sec. 24-T195-R32E, Lea County, New Mexico.

The intended surface hole location far the well is approximately 375 feet FNL and 660 feet FWL and the
intended bottom hole location is approximately 330 feet FSL, 660 feet FWL. The well is proposed to be
drilled vertically to a depth of approximately 9,550 feet to the Bone Spring formation and laterally in a
southern direction within the formation to the referenced bottom hole location. Total measured depth
of the well is proposed to be approximately 13,800 feet from surface to terminus.

it should be understood that compliance with topography or cultural or environmental concerns, among
others, might require modification of Cimarex’s intended procedure. Cimarex will advise you of any

such modifications.

Enclosed, in duplicate, is (i) our detailed AFE reflecting estimated costs associated with this proposal,
and; (i) our proposed form of Operating Agreement to govern operations of the East Lusk 24 Fed Com
#1H well. If you intend to participate, please approve and return one (1) origina! of the enclosed AFE
and one (1} original of the Well Propasal Election Form to the undersigned within thirty (30) days of
receipt of this proposal. If you elect to purchase your own well control insurance, you must provide a
certificate of such insurance to Cimarex prior to commencement of drilling operations; ctherwise, you
will be covered by insurance procured by Cimarex and will be responsible for your share of the cost.

In the event that you do not wish to participate in the drilling of the proposed well, Cimarex Energy Co.
will consider acquiring your interest through a Term Assignment for $400 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.

Well Proposal - Page 10f3
EXHIBIT 3




Please call the undersigned with any questions or comments.

Respectfully,
— A

Todd Meador
Landman
Phone: (432) 571-7858

Well Proposal - Page 2 of 3




ELECTION FORM
East Lusk 24 Fed Com #1H
W/2 W/2, Sec. 24-T19S-R32E, Lea Co., NM

Elects TO participate in the proposed East Lusk 24 Fed Com #1H Well.

Elects NOT to participate in the proposed East Lusk 24 Fed Com #1H Well.

Dated this

day of , 2010.

Signature:

Title:

If your election above is TO participate in the proposed East Lusk 24 Federal Com #1 Well, then:
Elects TO be covered by well control insurance procured by Cimarex Energy Co.
Elects NOT to be covered by well control insurance procured by Cimarex Energy Co. and

agrees to provide Cimarex Energy Co. with a certificate of insurance prior to commencement of
drilling operations or be deemed to have elected to be covered by well control insurance

procured hy Cimarex Energy Co.

Well Proposal - Page 3 of 3



Authorization For Expenditure

! January 4, 2010 ]

EstiStart Date:

" Qriginal Estimate
IRevised Estimate
{Supplemento! Estimote

Project Deséription
'Set 7" w/ fiberglass plugbick at 9550'.

Drill tateral in ~4500° laterai in Bone Spring and run open-hole pkr liner completion(10 stages). 1

|
|
i

‘lnnngible-s j Dry Hole Cost ] After Casing Point ; Completed Well Cost |
Drilfing Costs : 51,547,900 i ! $1,847,900 !
| Completion Casts : : 5962.500 ; $962,500 :
Total Intangibig Coste $1,547,500 $962,500 $2,510,400

Tangibles |
{Well Equipmtent 5966.000 ; $1,165,000 :
{(eose Equipment -.‘v‘ o ": ,,v" sl 113,500 J $111.500 :
Total Tanglble Well Cost $199,000 $1,077,500 $1,276,500

[Plug and Abanden Cost : $60,000 ! -$60.000 : 30 ]
Total Well Cost $1,806,900 $1,980,000 $3,786,900

Comments on Well Casts .
1 All tubulars, well ar lease equipment is priced by COPAS and CEPS guidelines using the Historlc Price Multiplier,

Well CShtrol lnsurance et

’Un|ess otherwise indicated be!ow, you, as 3 non—oper:nng working interest owner, agree to be :overed by Operator's well control insurance procured by Operator
isa long as Operator conducts operations hereunder and to pay your prorated share of the premiums therefore. If you elect to purchase your own well controf
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 avallable, but in no event i
‘fla(er 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.

'
}
i

Dleleamwrmasemyownweumnlmmncepdlcy.
|

§Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100% W.I.) of Combined Single Limit coverage for well control and
irelated redrilling and clean-up/pollution expense covering drilling [through completion) with a $1,000,000 {100% W.1,) deductible,
i

;"The above costs are estimates only and anticipate trouble free aperations without any foresegable change in plans. The actual costs may exceed the estimated costs |
%wi(hnut affecting the authorization for expenditure herein granted. By approval of this AFE, the working interest owner agrees to pay its proportionate share of
tactual legal, curative, regulatory and well costs under term of the joint operating agreement, regulatory order or other applicable agreement covering this well.

Clmarex Energy Co. Approva|
Drulmg dnd. Completron Manager. !

]
iDoug Park fRoger Alexander ‘

Joint Interest Approval

EXHIBIT 4/26/2010 2:27 PM



Project Cost Estimate

Lease Name: East Lusk 24 Fed Com Well No.: 1H

iRoads & Locotion Preporotion / Restoration

{Damag $10.000: $1,000] 511,000!
{Mud / Fluids Disposal Chorges $35,000 $50.,000! 525,000/
{Day Rate T 38IDHDavs |t SIACP Doys @ [ 11,500 Per Doy 5437.000] 9:223 ; 553,000} $455,000!
{Misc Preparation Cos! {mouse hale, rat hole, pads, pile clusters, mise.) $5,000F B R e $5,000:
1Bits $70,000; wtazs | 570,000}
{Fuel 117 $2.60;Per Gallon i: '-‘-‘»‘750}50!101)5 Per Day $74,0000 = 511,000} $85,00C;
iwater / Completion Flulds £+771,6501 Per Doy 563,000] > | $51,500: 5114 500!
TMud & Additives $76,000 F TR e $76,000
iSurfuce Rentals 11,2001 Per Doy $46,000] Zt.xis | $70,000! §116,000
i Downhole Rentols $95,000: 2s | $14,000 $109,000
i Formoti {DST, Coring including evolugti ,‘G&G Services) ‘{:;’% /5:& %‘"J?\ &4}}7}/%« W 50
{vud togging --$850: Doys @ [+ 30i Per Day $30,000 ;;":‘;%//%{7" ,%/ﬁ;’? 530,000
i0pen Hole Logging sas,ooof,':v" e T /ﬁ‘f{“}"fi 535,000
i cementing & Flogt Equipment $50,000/ 53 4 $40,000 $90,000!
{Tubular Inspections : $5,000: : $4,000 $8,000;
iCoslng Crews : 10,0001 $10,000; 520,000
Extro Lovor, Welding, Etc. : $11,0001 $5,0001 $16,000;
tand Transporation (Trucking} _ j $22,800! 55,000! §27,500°
Ssupervision [ '4,200iPer Day $52.800! $12,000! 566.500:
{Tralier Howse / Comp / Cotering . ssolperDay | $21,000° 54,000} $35,000:
{Other Misc Expenses ! : ! 50!
\overngud (.71 300] Per Doy $13.000! $3,000' $16.600]
{ Remedlal Cementing 507 ocCaii g S0; so!
1MOB/DEMAB $30,000 R b ,f,;ﬁ_ 550,000°
Directional Drllitng Services U777 18! Boys @ 13 - 7i+7,200iPer Doy s9n.ooof-:r”&“'42;.‘$gg‘& et §94,000;
{Dock Olspatcher, Crone 50 3 i $oi S0i
iMarine & &uir Transgortation ; 2 ) . 50 _ 36
{Salids Contro) 1™ " 2 500(per poy 595 QAT FM ] 0

well Control £qulp {Snubbing SVev.), $i¢t { $11,0001
\Fishing & Sigewack Operotions - H S0}
i Completion Rig iR $24,000!
iCoi Tubing R S60,000;
iCompletion Logging, Perforating, Wi Units, W Surveys $8.000!
1S i i $450,000
{iegal / Reguiatory / Curative ! 0001
[ well Cantrof tnsurance e ] 55.0001
Contingenty T S%eof Oriliing intongibles : 521,000 $95,000;
iConstruction Far Well Equipment ' 525,000} 525,600
Construction For Lepse EQuip ‘ $20,000] $20,000!
{Canstruction For Soies P/L : 50i 50i
Total Intangible Cost $962,500 $2,510,400

i Caslng

T Sk
iDrive Pipe 3 00; o : W _S0]
| Canductor Pipe 3 i & g $0}
\Water String 50!
isurface Cosing $51,000}
\intermediote Cosing $153,000!
1Orilling Liner $0:
1Drifling Lines S0;
{Production Cosing or Uiner $317.000:
iProduction Tie-Back 572,000
iTublng $64,000!
iN/C Well Equipment $65.0001
{Welthead, Tree, Chokes $33,000:
\Uiner Hanger, Isolation Pocker S0:
iPacker, Nipples $180,000:
{Pumping Unit, Engine

\Uft Equipment [BHP, Rods, Anchors)

| anglble -Lease Equipment T
iN/C tease Equipment 57.5001
iTanks, Tanks Steps, Stairs $62,000i
igottery [Heoter Treater, Seporator, Gos Treoating Equipment) $24,500;
IFlow Lines {Line Pipe from wellhead to ceatral facility) 52,5001
i Offshore Production Structure for Facilities SO!
ipipeline to Sules $15,000;
Total Tangibles $1,276,500
{P&.A Costs $60,000! ¢ -S50,0001 $0:
Total Cost $1,806,900 $1,980,000 $3,786,900
2=
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