
Cimarex Energy Co. 

600 N. Marienfeld St 

Suite 600 

Midland. Texas 79701 

PHONE 432.571.7800 

Via: U.S. Certified Mail- Return Receipt No. 91 7108 2133 3938 0388 6111 

The Dow Chemical Company 
Attn: Oil and Gas Division 
2030 Dow Center . - ~-
Midland, Michigan 48674 

Dear Working Interest Owner: 

Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Snoddy Federal No. 21 
(the "Well") at a legal location in Section 26, Township 20 South, Range 32 East, 
N.M.P.M., Lea County, New Mexico. 

The intended surface hole location for the Well is 797' FNL & 596' FEL of Section 26 
and the intended bottom hole location is 2310' FSL & 330' FWL of Section 26. The Well 
is proposed to be drilled to a vertical depth of approximately 9,625' to the Bone Spring 
formation and laterally in a Southwesterly direction within the formation to the 
referenced bottom hole location. The true vertical depth of the Well is proposed to be 
approximately 9,900' and the total measured depth of the Well is proposed to be 
approximately 14,300' 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; (ii) our proposed form of Operating Agreement to govern operations 
of the Well. If you intend to participate, please approve and return one (1) original of the 
enclosed AFE and one (1) original of the signature page to the Operating Agreement, 
along with the contact information to receive your well data, to the undersigned within 
thirty (30) days of your 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; otherwise, you will be covered by insurance 
procured by Cimarex and will be responsible for your share of the cost. 

November 21,2011 

Re: New Well Proposal- Snoddy Federal No. 21 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

Exhibit No. ^ 

Oil Conservation Division 
Case No. <j» 



New Well Proposal- Snoddy Federal No. 21 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

In the event you do not wish to participate in drilling the Well, please contact the 
undersigned at your earliest convenience to discuss trade terms for your leasehold 
interest in the S/2 of Section 26. 

You may contact the undersigned directly at (432) 571-7856 or by e-mail at 
htresner@cimarex.com. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

Enclosures// 

WELL ELECTION 
Snoddy Federal No. 21 Well 

Elects TO participate in the proposed Snoddy Federal No. 21 Well 

Elects NOT to participate in the proposed Snoddy Federal No. 21 Well 

Dated this day of , 2011. 

Company: 

Signature: 

Printed Name: 

Title: 
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New Well Proposal- Snoddy Federal No. 21 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

If your election above is TO participate in the proposed Snoddy Federal No. 21 Well, 
then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex 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 by Cimarex 
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3inp1ete a Bone spring horizontal well. Potash 4 string design. 

'^iS'tft 'tnwtfdnt^' 1; KTtf Mea'su'reWefl 

J Dry Hole Cost j After Casing Point I Completed Well Cost 
:ts i S2.066.950 52,066,930 
) Costs 1 $2,981,400 52,981,400 
•Bible Costs $2,066,950 $2,981,400 $5,048,350 

J $635,000 • J $618,S00 
5166.750 

$1,314,500 
>menr 5166,750 
We Weil Cost $696,000 $78530 $1,481,250 

>andon Cost $150,000 -$150,000 SO 

$2,912,950 $3,616,650 $6329,600. 

jrs, well'or lease equipment is priced by COPA5 and CEPS guidelines using the Historic Price Multiplier. 

iFISSa - ;. ~J~ r r - ~ r -.-"7. T^TTTT* :CT,~ TJTTTATTT " '•T* vsy r,Til 
•wise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control insurance procured by Operator 
peratdr conducts operations hereunder and to pay your prorated share of the premiums therefore. If you elect to purchase your oivn well control 
ou 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 
immencement of drilling operations. You agree that failure to provide the certificate of insurance, as provided herein, will result in your being covered 
procured by Operator. 

pudiase my own rcc!l contnjf insurance policy. 

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

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

Cimarex Energy Co. Approval 
fMiltngiantf'.Completlor .• - P e g b ' f t a t i v l a m ^ 

joougpark Roger Alexander i 

Joint Interest Approval 
C^'/-V'3?. ^T^-".1'^^ ,?aZ<^%iV'*«-'i ^"ffiy^ffi fK .33 

10/7/2011 2:59 PM 



Project Cost Estimate 

Lease Name: Srocd/ Fed; 

M R 
Well No--

« H f f i 

Roads & location Preparation/Restoration $60,0001 S63.00D 
Damcges 
Mud/Fluids Disposal Charges 

$1.000] oicc.:cs 
SSO.000 

I 
OICC*. I $80,0001 

$1,000 
$130,000 

DayRctc 35\DHDoys 3S'ACP0ays@ | Per Day SO -133 i $0 
Misc Preparation Cost (mouse hole, rat note, pods, pile dusters, misc.} $S,O00 ss.ooo 

$65,000 $1,0001 $65,000 
fuel $3.701?e.'ScUon Gallons Pgr Day $0 
Water/Completion Fluids jPerOay $33,250 $180,250 
Mod S Additives $0 
Surface Rentals Per Day S4O.00O 
Downholc Rentals $87,000 
Formation Evaluation {DST. Coring including evaluation, 6&G Services} 
Mud Lagging j $1,200) Dnysg) | 
Open HoleLogging 

iO\PerDoy $23,000 
$15,000 

Cementing & Float Equipment $98,000 $184,000 
Tubular Inspections $5,000 sio.ooo. 
Cosing Cretvs $18,000 $18,000 535.000 
Extra Labor, yielding. Etc. $11,000 $10,4001 521.400 
load Transporation (Trucking) $11.000 $7,000| S1S.CC0 
Supervision \Per Day 566,000 S32,000| $98,000 
Trailer House/Camp/Catering 1 [Per Day $4,000 $4,000 $8.000 
Other.Misc Expenses $2,000 siccis $7,000j $5,000 
Overhead 300|Pgf Day $0 DICCJSS $3,000 
Remedial Cementing- $0 
MOS/DEMOB- J aocwti 1 $110,000 i 8 $110,000 
Directional Drilling Services |. 14j Days @> | •12,BXl\PerDay | O IK .2« j $204,000 M i l $204,000 
Dock, Dispatcher, Crane j ' « . !» ! t •50 
Marine & AJrTronsponotion I XPUIS i » e o » 1. 1 SO 
Solids Control 1 \PcrDoy 1 OIOCKP 1 $46,000 $46,000 
Well Control Equip (Snubbing Svcs.} ! MCJSS 1 $0 S25,000i S25.000 
Fishing & Sidetrack Operations ] DIDC.270 j $0 otcci.ts j $0 

Completion Rig &Days@\ 3,400|PerQgy 

Coil Tubing 1 Days @ | •\PerDoy 
Completion Logging, Perforating, WL Units, WL Surveys 
Stimulation 
Legal/Regulatory/ Curative I mnc.'-M | $13,000 

S32.000| 
S4S,0Q0i 
$70,000) 

$2.010,0001 

f t 

532.000 
$45,000 
$70,000 

$2,010,000 
$13,000 

i Well Control insurance 50351 Per Foot SS.OOO 
{Contingency 5%\of Drilling Intangibles 549,000 550,000 $93,000 
Construction For Well Equipment $10,000 
Construction For Lease Equipment 
Construction For Sales P/L 

$75,000 
$10,000 

$10,000 
S75.000 
SIO.OOO 

Total Intangible Cost. $1,026,250 $2,813,400 $3,839,650 

Total Tangibles $696,000 $785,250 $1,481,250 

are.235 | $150,000| mcc;-5 ) .$150,0001 

Total Cost $1^72,250 $3,448,650 $5,320,300 

10/7/2011 '3:04 PM 



Cimarex Energy Co. 

600 N. Marienfeld St. 

Suite 600 

Midland. Texas 79701 

PHONE 432.571.7800 

November 21, 2011 

Via U.S. Certified Mail- Return Receipt No. 91 7108 2133 3938 0388 6111 

The Dow Chemical Company 
Attn: Oil and Gas Division 
2030 Dow Center 
Midland, Michigan 48674 

Re: New Well Proposal- Snoddy Federal No. 22 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 

Lea County, New Mexico 

Dear Working Interest Owner: 
Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Snoddy Federal No. 22 
(the "Well") at a legal location in Section 26, Township 20 South, Range 32 East, 
N.M.P.M., Lea County, New Mexico. 

The intended surface hole location for the Well is 768' FNL & 555' FEL of Section 26 
and the intended bottom hole location is 330' FSL & 2310' FWL of Section 26. The Well 
is proposed to be drilled to a vertical depth of approximately 9,625' to the Bone Spring 
formation and laterally in a Southwesterly direction within the formation to the 
referenced bottom hole location. The true vertical depth of the Well is proposed to be 
approximately 9,900' and the total measured depth of the Well is proposed to be 
approximately 14,300' 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; (ii) our proposed form of Operating Agreement to govern operations 
of the Well. If you intend to participate, please approve and return one (1) original of the 
enclosed AFE and one (1) original of the signature page to the Operating Agreement, 
along with the contact information to receive your well data, to the undersigned within 
thirty (30) days of your 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; otherwise, you will be covered by insurance 
procured by Cimarex and will be responsible for your share of the cost. 



New Well Proposal- Snoddy Federal No. 22 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

In the event you do not wish to participate in drilling the Well, please contact the 
undersigned at your earliest convenience to discuss trade terms for your leasehold 
interest in the S/2 of Section 26. 

You may contact the undersigned directly at (432) 571-7856 or by e-mail at 
htresner@cimarex.com. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

Enclosures// 

WELL ELECTION 
Snoddy Federal No. 22 Well 

Elects TO participate in the proposed Snoddy Federal No. 22 Well 

Elects NOT to participate in the proposed Snoddy Federal No. 22 Well 

Dated this day of , 2011. 

Company: 

Signature: 

Printed Name: 

Title: 
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New Well Proposal- Snoddy Federal No. 22 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

If your election above is TO participate in the proposed Snoddy Federal No. 22 Well, 
then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex 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 by Cimarex 
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Authorization For Expenditure 

j Gmarex Energy Co, Oclober6,Z0U 

ISSH, 
Permian j Snoddy Fed 22H Mitchell I j 

- .->•;•;:«.-._ 
mum SHI 768 FNL & SSS Fa Sec 26,20S-32E Est 

Lea NM \Oit x \Expl 
BHl 330 FSL & 2310 FWL 

Lea NM 
IGos \Prod | j 

mmmmmmmm . " - E s t S u r t O a t O . - - - . Est. Comp DHL , 1 . H I SForm'ationjjf;" X TtJ MeaS^'ipep'tffsl 
{Original. Estimate ® ] 14,300' 1 
{Revised Estimate o Bone Spring \ 
[Supplemental Estimate o i 9,900' | 

mmmmmmfflaa&mm Drill and complete a Bone spring horfeontal well. Potash 4 stnng design. mmmmummmm 

Intangibles Dry Hole Cost After Casing Point Completed Well Cost 
Drilling Costs . •52,066,950 52,065,950 
Completion Costs 52,981,400 52,981,400 
Total Intangible Costs $2,066,950.. $2,981,400 $5,048,350 

Tangibles. 
Well Equipment 1 5696,000 $618,500 $1,314,500 
Lease Equipment 5166,750 $166,750 
Total Tangible Well Cost $696,000 $785,250 $1,481,250 

Plug and Abandon Cost ! 5150,000 -$150,000 $0 

Total Wen Cost $2,912,950 $3,616,650 $6,529,600 

1. AH lubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic price Multiplier. 

Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's well control insurance procured by Operator 
so Iongas Operator conducts operations hereunder and to pay your prorated share of tho 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 tho certificate of insurance, as provided herein, will result In your being covered 
by insurance procured by Operator. 

Q leleato purchase my own weitcentcl insurance poncy. 

Well control insurance procured by Operator, provides, among other terms, for $20,000,000 (100S4 W.I.) of Combined Single limit coverage for well control and 
related redrilling and clean-up/pollution expense covering drilling (through completion) with a $1,000,000 (10055 WJ.) deductible. 

mm The above costs are estimates only and anticipate trouble free operations without any foreseeable change in plans. The 3ctual 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 well. 

Cimarex Energy. Co. Approval 
"piepaff a b VML^TMr'™^"-™ 7C- " ' , "= . ?•• 1 " i " . 

Marie Audas Doug Park Roger Alexander j 

Joitit Interest Approval 

10/7/2011 2:58 PM 



Project Cost Estimate 

Lease Name: Snoddy Fed Well No.: 22H 

i m 
Roads & Location Preparation/Restoration $60,000 DICCICO $3,000 $63,000 
Domcges •use. $1,000 $1,000 
Mud/ Fluids Disposal Charges $50,000 $80,000 5130,000 
DoyRate |. • BS\0'H Days- \. . ZS\ACPDoys g> j \PerDay • n iocns HREF! KREFI flREF! 
Misc Preparation Cost {mouse hole, rat hole, pads, pile clusters, misc.) OSDCli'O • $5,000 mssssmmm $5,000 Bits 

• • 
$65,000 0KC.SJ5. $1000 566.000 

fue l } S3J0|Perf fo/ /on \Gallcns Per Doy 051311 ?3 f,'R£r! oiccsso 51,000 SREFI 
Water/Completion Fluids i \PerDoy -:JID:.I.IC S33.2S0 $147,000 S1S0.250 
Mod & Additives 8REF! ilREF! 
Surface Rentals 1 [Per Day ,','IiEF! W0C.W0 SREF! SREF! 
Dav.-nhole Rentals «REF! OICC.MS S36.OO0 SREF! 
Formation Evaluation (DST, Coring including evaluation, G&G Services} o:oc.mo mam $0 
Mud Lagging $1,2001 Ofays @l 20\PerDay S2S.O00 
Open Hole Legging owcuso $15,000 wwim S15.000 
Cementing & Float Equipment $98,000 $85,000 $184,030 
Tubular Inspections $5,000 ' 0£C1£> $5,000 •510,000 
Casing-Crews mrX.lC-5 $18,000 M C M S $18,000 536,000 
Extra labor, Welding, Etc $11,000 KCCJTO $10,400 $21,400 
lend Transforation (Trucking) - SlllOOO $7,000 SlS.OOD 
Supervision 1 \PcrDay ] S6G.000 OiK.lso $32,000 S9S.000 
Trailer House/Camp/Cater ing - I \PcrDoy HREF! SICCUS $4,000 HREF! 
Other Misc Expenses $2,000 SlCC-l'.'O $7,000 S9.000 
Overhead ! 300j Per Day SREF! SICC.'.SS $3,000 SREF!. 
Remedial Cementing D.UC.23: CICCJIS SO 
MOB/DEMOB $110,000 $110,000 
Directional Drilling Services 1A\Days @ | 12,800j Per Day $204,000 S204.000 
Dock, Dispatcher, Crane- 50 
Marine & Air Transportation so 
Solids Control I \PerDoy D3LJC.;!C~' $46,000 546,000 
Well Control Equip (Snubbing Svcs.) HREF! DICC.MO $25,000 IIREF1 
Fishing £ Sidetrack Operations- EHDC.27L} $0 S'XC-.Mi 50 
Completion Rig 6 Dcys&\ 3.400| Per Day SICCUS 532,000 532.000 
Coil Tubing .1 Oays@ | [PerDay oicctco $45,000 S45.000 
Completion Logging, Perforating, WL Units, WL Surveys WM DKX.:ICO .$70,000 $70,000 
Stimulation '{mm Oicc.:io $2,010,0001 52.010.000 

Legal / Regulatory / Curative $13,000 IHC-3SO .. $13,000 

Welt Control insurance \ • • $0351Per Foot . SS,000 

Contingency \-" S%\of Drilling Intangibles KOCsas 1 HREF! DICC220 550,000 SREF! 

Construction Far Well Equipment ' nw: ,v i io $10,000 $10,000 

Construction For Lease Equipment « ^ OlSO-HO $75,000 S75.000 

{Construction For Sales P/L S10.000 520.000 

Total Intangible Cost HREFI SREF! HREF! 

Total Tangibles $696,000 $785,250 $1,481,250 

|P&4 Costs DI3C.KS | $150.000! 0iccI75-[ -5150,000! sol 

Total Cost flREFI #REFI . 

10/7/2011 3:04 PM 



Cimarex Energy Co. 

600 N. Marienfeld St 

Suite 600 

Midland, Texas 79701 

PHONE 432.57t.7800 

November 21, 2011 

Via U.S. Certified Mail- Return Receipt No. 91 7108 2133 3938 0388 6111 

The Dow Chemical Company 
Attn: Oil and Gas Division 
2030 Dow Center 
Midland, Michigan 48674 

Re: New Well Proposal- Snoddy Federal No. 23 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26: 

Lea County, New Mexico 

Dear Working Interest Owner: 
Cimarex Energy Co. ("Cimarex") hereby proposes to drill the Snoddy Federal No. 23 
(the "Well") at a legal location in Section 26, Township 20 South, Range 32 East, 
N.M.P.M., Lea County, New Mexico. 

The intended surface hole location for the Well is 727' FNL & 526' FEL of Section 26 
and the intended bottom hole location is 330' FSL & 660' FEL of Section 26. The Well 
is proposed to be drilled to a vertical depth of approximately 9,625' to the Bone Spring 
formation and laterally in a Southerly direction within the formation to the referenced 
bottom hole location. The true vertical depth of the Well is proposed to be approximately 
9,900' and the total measured depth of the Well is proposed to be approximately 14,300' 
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; (ii) our proposed form of Operating Agreement to govern operations 
of the Well. If you intend to participate, please approve and return one (1) original of the 
enclosed AFE and one (1) original of the signature page to the Operating Agreement, 
along with the contact information to receive your well data, to the undersigned within 
thirty (30) days of your 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; otherwise, you will be covered by insurance 
procured by Cimarex and will be responsible for your share of the cost. 



New Well Proposal- Snoddy Federal No. 23 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26: E/2E/2 
Lea County, New Mexico 

In the event you do not wish to participate in drilling the Well, please contact the 
undersigned at your earliest convenience to discuss trade terms for your leasehold 
interest in the S/2 of Section 26. 

You may contact the undersigned directly at (432) 571-7856 or by e-mail at 
htresner@cimarex. com. 

Respectfully Submitted, 

Cimarex Energy Co. 

Hayden P. Tresner 
Landman 

Enclosures// 

WELL ELECTION 
Snoddy Federal No. 23 Well 

Elects TO participate in the proposed Snoddy Federal No. 23 Well 

Elects NOT to participate in the proposed Snoddy Federal No. 23 Well 

Dated this day of ,2011. 

Company: 

Signature: 

Printed Name: 

Title: 
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New Well Proposal- Snoddy Federal No. 23 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26: E/2E/2 
Lea County, New Mexico 

If your election above is TO participate in the proposed Snoddy Federal No. 23 Well, 
then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex 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 by Cimarex 

Page 3 



Authorization For Expenditure 

mmmmm ...* • wmsmm jOmarex Energy Co. m 

Permian SnoddyFed 23H Mitchell 

SHL 660 FNL & 660 FEL Sec 26, 20S-32E 
BHL 660 FNL & 330 FWL 

»• l&p/ I 

® I 1 14,000' 
i Revised EStfrnare O i 
jSyppCcmento/ Estimate O 1 | 9,900" 

Drill and complete 3 Bone spring horizontal well. Potash 4 string design. 

Itntangibles Dry Hole Cost After casing Point Completed Well Cost 
drilling Costs | $1,026,250 j ' Sl;026.250 
Completion Costs I ! $2,813,400 52,813,400. 
Total Intangible Costs $1,026,250 $2,813,400 $3,839,650 

Tangibles 
We//Equipment | $696,000 . | 5618,500 $1,314,500 
teose Equipment $166,750 $166,750 
Total Tangible Well Cost $696,000 $785,250 $1,481,250 

I Plug and Abandon Cost $150.000 -$150,000 50 

Total Well Cost $1,872,250 $3,448,650 $5,320,900 

S W f n e o n W e h & r t s , 
1. All tubulars, well or lease equipment is priced by COPAS and CEP5 guidelines using the Historic Price Multiplier. 

WEsi&fflErzinzznzZ'Z' 3" Z-TZZSTTZZII zrzzr^zznzzzz. Unless otherwise indicated below, you, as a non-operating working interest owner, agree to be covered by Operator's v/ell 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 I elect to'pmchose ny cm vielt control [nsurcnee policy. 

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

• " -nT- r -o ........... 1 ' ^^v•^i^*(^.ta1{=^.>^:^i.#.^V.•I• :^t*-s 
The above costs are estimates only and anticipate trouble free operations without any foreseeable change ln 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 well. 

Cimarex Energy Co. Approval 

ErSSsiSV'^''." •*"-'•*• J*?" ^ \ ' ~r£'?j 
MarkAudas Doug Park Roger Alexander 

Joint Interest Approval 

1 

10/7/2011 3:05 PM 



Project Cost Estimate 

Snoddy Fed Well No.: 23H 

Roads & Location Preparation / Restoration tBCCIW S6O,O0Oi <xc-m $3,000 SS3.000 
Damages S1.000 SICCUS 1 51.000 
Mud / Fluids Disposal Charges SS0,O00 • SICCUS 580,0001 5130.000 
Day Bate |" .35 [CH Days ZS\ACPDcys@ Per Day oscr.s SO SICCUS $0! 50 
Misc Preparation Cast (mouse hole, rat hole, pads, pile clusters, misc.) DiDC.l» ss.ooo 55,000 
Sits D.'DC.nC $6S,000 CICC.125 $1,000| $56,000 
Fuel \ $3.70\Pcr Gallon | - Gallons Per Day K0CJ55 SO oicctsa . $1,000 51,000 
Water/Completion Fluids \PerDoy • txacin 533,250 ' DICC1SS $147,000) $130,250 
Mud & Additives oirj^v.5 so w/mmm so Surface Rentals iPcr.Day 540,000 • 0!-CC_l-0 • $46,000 SS6.000 
Dormhole Rente's 587,000 D'.CCi-S $36,000 S123.OO0 
Formation Evaluation (DSTf Coring including evaluation, G&G Services) DX'C.ISO SO 
Mud Logging $1200) Days g> 20\PcrDay 5IDC.17H 52S.O0O 52S.O00 
Open Hole Logging DIOC.SS13 $15,000 515,000 
Cementing & Float Equipment DIOC.165 $98,000 OICC..155 $86,000 5184,000 
Tubular Inspections ' PlOC.If'O $5,000 DICCSGO $5,000 510,000 
Casing Crews $18,000 e:>:c:« • $18,000 536,000 
Extra Labor, VJelding, Etc SIK.BO $11,000 B.-K.170 $10,400 $21,400 
Lend Transparation (Trucking) aooos $11,000 DICC'7.1 $7,000 S1S.O00 
Supervision . ! Per Day •. DiDC.:i'J 555,000 $32,000 S98.000 
Trailer House/Camp /Catering ! Per Day ' aoc-jsc $4,000. BKC1S5 $4,000 $S,000 
Other Misc Expanses 

DIOC.:I;O • $2,000 DICC3SO $7,000 55,000 
O'jerhead 300| Per Day $0 oiccms $3,000 53,000 
Remedial Cementing OICCSJS $0 
MOB/DEMOB I<K;.« $110,000 mm $110,000 
Directional Drilling Services 14j Days g> UfiOO'lPerDoy « o « « $204,000 mm S2C4.0CO 
Dock, Dispatcher, Crane 5SX.25C 1 oicccro' SO 
Marine & Air Transportation DOC.;-: i . QICC.25I? $0 
Solids Contra! Per Day OIBC260 $46,000 M S 546,000 
Well Control Equip (Snubbing Svcs.) GICC2GS $0 OICC.2J0 $25,000 $25,000 
Fishing & Sidetrack Operations COCKS $0 GIC&US • so 
Completion Rig 6| Days <<? 3.A00\PerDay DKCUS .532,000 $32,000 
Coil Tubing 1| Days (El Per Day WM Dl'X.2l'J 545,000 $45,000 
Completion Logging, Perforating, WL Units, WL Surveys SKCK3 $70,000 $70,000 
Stimulation $2,010,000 $2,010,000 
Legal/Regulatory/Curative * oiocsoi $13,000] 0ICC220 $13,000 
Well Can trof insuran ce $035\PerFoot EUOOSS 55,000 
Contingency \ 5% of Driltina Intangibles DS0C4M $49,000 mccso $50,000 $99,000 
Construction For Welt Equipment OYVsA-UO $10,000 S10.00D 
Construction For Lease Equipment mm M «BM10 $75,0001 575,000 
Construction Far Sales P/L SlO.OOOl S10.000 
Total Intangible Cost . $1,026,230 52,813.400 53,839.650 

Total Tangibles $696,000 $785,2S0 $1/481,250 

IPSA Cosa $150,0001 accra, •$150,000 JPJ 

Total Cost $1,872,250 $3.448,550 $5,3Z0,300 

10/7/2011 3:05 PM 
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Cimarex Energy Co. 

600 N. Marienfeld St. 

Suite 600 

Midland, Texas 79701 

PHONE 432.57t.7800 

December 20, 2011 

Via: U.S. Certified Mail-Return Receipt No. 91 7108 2133 3938 0388 6425 
The Dow Chemical Company 
Attn: Oil and Gas Division 
2030 Dow Center 
Midland, Michigan 48674 

Re: New Well Proposal- Snoddy Federal No. 20 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 

Lea County, New Mexico 

Dear Working Interest Owner: 
This well proposal was mistakenly excluded from the package previously sent to The 
Dow Chemical Company ("Dow") containing Cimarex Energy Co.'s ("Cimarex") well 
proposals for the Snoddy Federal No. 21, 22 and 23, which was received by your office 
on November 28, 2011. 

Be advised that because surface restrictions limit access to all but the NE/4NE/4 of 
Section 26, the Snoddy wells will be at unorthodox locations and oriented on non
standard spacing. As a result, Cimarex plans to form a single 640-acre project area in 
order to drill the Snoddy wells. The leasehold working interest owned by Dow is located 
in only the S/2 of Section 26; however, you are receiving this proposal because it will be 
necessary to pool all working interest on a section-wide-basis to form said project area, 
which will consist of all of Section 26. Please note that the Exhibit "A" to the Operating 
Agreement previously sent with the aforementioned well proposals has been prepared 
accordingly. 

In consideration of the foregoing, Cimarex hereby proposes to drill the Snoddy Federal 
No. 20 (the "Well") at a legal location in Section 26, Township 20 South, Range 32 East, 
N.M.P.M., Lea County, New Mexico. 

The intended surface hole location for the Well is 811' FNL & 644' FEL of Section 26 
and the intended bottom hole location is 660' FNL & 330' FWL of Section 26. The Well 
is proposed to be drilled to a vertical depth of approximately 9,625' to the Bone Spring 
formation and laterally in a Westerly direction within the formation to the referenced 
bottom hole location. The true vertical depth of the Well is proposed to be approximately 
9,900' and the total measured depth of the Well is proposed to be approximately 14,300' 
from surface to terminus. 

C/MAREA 



New Well Proposal- Snoddy Federal No. 20 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

aamm 

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. If you intend to participate, please approve and return one (1) original of 
the enclosed AFE, along with the contact information to receive your well data, to the 
undersigned within thirty (30) days of your 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; otherwise, you will 
be covered by insurance procured by Cimarex and will be responsible for your share of 
the cost. 

In the event you do not wish to participate in drilling the Well, please contact the 
undersigned at your earliest convenience to discuss trade terms for your leasehold 
interest in Section 26. 

You may contact the undersigned directly at (432) 571-7856 or by e-mail at 
htresner@cimarex.com. 

Respectfully Submitted, 

Hayden P. Tresner 
Landman 

Enclosures// 

Page 2 



New Well Proposal- Snoddy Federal No. 20 
Township 20 South, Range 32 East, N.M.P.M. 
Section 26 
Lea County, New Mexico 

C/MARE, 

WELL ELECTION 
Snoddy Federal No. 20 Well 

Elects TO participate in the proposed Snoddy Federal No. 20 Well 

Elects NOT to participate in the proposed Snoddy Federal No. 20 Well 

Dated this day of. ., 2011/2012. 

Company: 

Signature: 

Printed Name: 

Title: 

If your election above is TO participate in the proposed Snoddy Federal No. 20 Well, 
then: 

Elects TO be covered by well control insurance procured by Cimarex 

Elects NOT to be covered by well control insurance procured by Cimarex 
and agrees to provide Cimarex 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 by Cimarex 

Page 3 



Authorization For Expenditure 

[Cimarex Energy Co. I October 6,2011 j 

Permian Snoddy Federal j 20H Mitchell 

1 Est SHL 811 FNL & 644 FEL Section-26-T20S-R32E j Lea N M 
Oil •OB expi X 

(Est BHL 660 FNL & 330 FWL Section 26-T20S-R32E 
j Lea N M 

Gas Prod 

j Original Estimate ) ® ] 14,300' | 

[Revised Estimate 1 ! O Bone Spring K i a f f l a S K B E E H S > ! 

[Supplemental Estimate j O i 9,625' 1 

Drill and complete a Bone spring horizontal well. Potash 4 string design. 

Intangibles j Dry Hole Cost After Casing Point Completed Well Cost 

Drilling Costs | $2,066,950 $2,066,950 

Completion Costs \ $2,981,400 $2,981,400 

Total Intangible Costs $2,066,950 $2,981,400 $5,048,350 

Tangibles 

Well Equipment ! $696,000 $618,500 $1,314,500 

Lease Equipment $166,750 $166,750 • 

Total Tangible Well Cost $696,000 $785,250. $1,481,250 

| Plug and Abandon Cost | $150,000 -$150,000 SO 

Total Well Cost $2,912,950 $3,616,650 $6,529,600 

1. All tubulars, well or lease equipment is priced by COPAS and CEPS guidelines using the Historic Price Multiplier. 

WeTlS^ l i f f iuTancSl 
Unless otherwise indicated below, you, as a non-operating working 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 
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. 

f j I elect to purchase my own well control insurance policy. 

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

EarnmentsIonfAEE 
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 well. 

Cimarex Energy Co. Approval 

P.reparedib'y,'.;., .' * : \ . ^ ^ 5 £ ^ S S U £ ! f f l ^ 5;~!*33g8S£M R e l i f f i l l l M i r r a f i S I S S S ^ 

Mark Audas Doug Park Roger Alexander 

J o i n t I n t e r e s t A p p r o v a l 

12/20/2011 2:34 PM 



Project Cost Estimate 

Lease Name: Snoddy Federal 

Roads & location Preparation / Restoration 

Damages. 

Mud/Fluids Disposal Charges 

Day Rate I 35 [PH Days 3.5\ACPDayse 

Misc Preparation Cost (mouse hole, rat hole, pods, pile clusters, misc.) $5,000 

Bits $65,000 $1,000 

$5,000 

$66,000 

Fuel | ' $3.701 Per Gallon Gallons Per Day $117,000, OICC.130 $1,000 $118,000 

Water / Completion Fluids •\PerDay $33,250 DICC135 $147,000 $180,250 

Mud & Additives 
Surface Rentals IPerDay $54,000 r pice-no j $147,000 

$84,700 

$201,000 

Downhole Rentals $125,000! Dicc.145 | $36,000 $161,000 

Formation Evaluation (DST, Coring including evaluation, G&G Services) 

Mud Logging 

Open Hole Logging 

Cementing & Float Equipment 

• $1,200| Days g> | 20! Per Day $28,000 !0s 

$0 

$28,000 

$15,000 

$184,000 
Tubular Inspections $5,000 $5,000 $10,000 

Casing Crews $18,000 $18,000 $36,000 
Extra Labor, Welding, Etc. $11,000 $10,400' $21,400' 

Land Transporation (Trucking) $11,000 $7,000 $18,000 

Supervision \PerDay $66,000 $32,000 $98,000 

Trailer House/Camp /Catering [Per Day $35,000 $4,000 $39,000 

Other Misc Expenses $2,000 D1CC190 $7,000 $9,000| 
Overhead 3001 Per Day $12,000 OICC.195 $3,000 $15,000 

Remedial Cementing $0 
MOB/DEMOB 

Directional Drilling Services 14| Doys @T 12,800|PerDqy 
$110,000 aiag 
$204,0001%; 

Dock, Dispatcher, Crane 

$110,000 

Marine & Air Transportation $0 
Solids Control | Per Day 

Well Control Equip fSnubbirtg Svcs.) $30,000| OICCMO I $25,000 

$46,000 

$55,000 

Fishing & Sidetrack Operations 

Completion Rig j 6 Days@ 3,400jperDay i 

Coil Tubing 1 i Days@ [PerDay i 

$0 $0i 

Completion Logging, Perforating, WL Units, WLSurveys 

Stimulation 

Legal / Regulatory / Curative 

$32,000 

$45,000 

$70,000 

$2,010,000 

$32,000 

$45,000 

$70,000 

$2,010,000 

$13,000 

Well Control Insurance 

Contingency 

$0.351 Per Foot 

S% of Drillin gin tan qibles DICC.220 $50,000' 

$5,000 

$148,000 
Construction For Well Equipment $10,000 

Construction For Lease Equipment $75,000 
Construction For Sales P/L $10,000 

$10,000 

$75,000 

$10,000 

Total Intangible Cost $2,066,950 $2,981,400 $5,048,350 

Casing 

Lift Equipment (BHP, Rods, Anchors) .%S f3? ! i 8SS^^2S i»J 0160.105 

N/C Lease Equipment 

Tanks, Tanks Steps, Stairs 

Battery (Heater Treater, Separator, Gas Treating Equipment) 

Flow Lines (Line Pipe from wellhead to central facility) 

Offshore Production Structure for Facilities 

Pipeline to Sales 

$64,500 

$64,250 

$32,500 

$5,500 

$0 

$0 

$64,500| 

$64,250! 

$32,S00| 

$5,500 [ 

$0 
$0j 

Total Tangibles $696,000 $785,250 $1,481,250 

\p&A Costs' $1S0,000| DICC.275 -$150,000| _$0l 

$2,912,950 $3,616,650 56,529,600 

12/20/2011 2:34 PM 
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