PERMIAN RESOURCES, " IR

October 3, 2002

Ms. Mary Van Wyk Certified Mail, Return Receipt Requested

7562 S. University # 7001 1140 0002 8314 5674
Littleton, Colorado 80122

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear Mary:

Permian Resources, Inc. has filed with the New Mexico Oil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
1s enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

Permian Resources, Inc.

P.O. BOX 590 * MIDLAND, TEXAS 79702-0590 NMOCD Case #12954
608 NORTH MAIN » MIDLAND, TEXAS 79701 Ocotober 24, 2002
PHONE (915) 685-0113 « FAX (915) 685-3621 Exhibit No.



Page Two
October 3, 2002

Sincerely,

)l

William L. Portgr,/CPL
Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

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

IN THE MATTER OF THE APPLICATION OF PERMIAN

RESOURCES, INC. TO AMEND THE COST RECOVERY PROVISIONS

OI' COMPULSORY POOLING ORDER NO. R-11682,

LEA COUNTY, NEW MEXICO CASENO. 12715

APPTICATION
PERMIAN RESOURCES, INC.,, by its undersigned attorneys, Miller, Stratvert & .

('Q ‘1-.

Torgerson, P.A., (J. Scott Hall) hersby makes application pursuant to NMSA lﬂi—'%o o)

Section 70-2-17 (1995) for an order amending the cost recovery provisions of Order No ;—‘.‘

R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfcamp OEI =

Pool) underlying the SE/4 of Section 7, Township 16 South, Range 36 East, NMPM, Led =
County, New Mexico, forming a standard 160-acre spacing end proration upit. In support
‘thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant to a hearing held on September 6, 2001,

the Division issued Order No. R-11862 paoling certain uncommitted interests in the SE/4
of Section 7 preparatory ta the drilling of Applicant’s Chambers No. 2 well at a standard
locetion in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp
formation (North Shoe Bar Wolfeamp Oil Pool), as well as the Strawn formation (North
Shoe Bar Strawn Oil Pool).

The evidence at the hearing established that'Applica_nt owned or controlled 100
percent of the available working interest in the SE/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the wnit and owned primarily by foreign individuals.
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Applicant demonstrated that it bad been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly grantcd
Applicant’s request to pool those interests.

2. Subsequent to the hearing and the issuance of Order No. R-11682,
Applicant made the determination that it would be feasible to test the Wolfcamp
formation by re-entering and re-completing the existing Chambers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as a
Wolfcamp producer that same month, ‘

3. The evidence of well costs and drilling and producing supervision charges
presented at the September 6, 2001 hearing on the ongmal Application are no longer
applicable, in part, to the costs incurred in connection ﬁm the re-entry and re-completion
of the Chambers No. 1 well.

4, Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry and re-completion of the Chambers No. 1 well and the revised
drilling and supervision charges. Applicant will a:-].so present its proposal that will
provide the pooled interest owners the opportunity to .abject ta those costs and to tender
their proportionate share of well costs as they may elect. | |

5. The amendment of Order No, R-11682 to provide for the revision of the
well cost provisions will promate the efficient and ordexly development of the subject

lands, will protect the rights of the pooled interest ownér§, will serve to prevent waste and

is otherwise in the intexests of conservation,
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WHEREFORE Applicant requests that this Application be set for hearing before a
duly appointed examiner of the Oil Conservation Di%/ision on October 24, 2002 and that
after notice and hearing as required by law, the Diviéioiz enter its Order amending Order
No. R-11682 to include new provisions reflecting thef actnal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption of such actual costs as reasonable
costs, and providing the pooled interest owners the é;>p§ortun‘xty 1o object to those costs

and tender their proportionate share of such costs a§ they may elect, and making such

other provisions as may be propet,

MILLER, STRATVERT & TORGERSON, P.A.

. —
By 1 : 3 O "(9\&-3.9\
J. Scott Hall
Attorneys for Permian Resources, Inc.
Post Office Box 1986

Santa Fe, New Mexico 87504-1986 .
(505) 989-9614
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TATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL ONSERVATION DIVISION

IN THE MATTER OF THE LICATION OF PBRMIAN
RESOURCES, INC. FOR COMPULSORY POOLING,
UNORTHODOX WELL LOCATION; DESIGNATION

OF A SPECIAL PROJECT AREA,

AND SIMULTANEOUS

DEDICATION, LEA COUNTY, NEW MBXICO CASE NO.

v

PERMIAN RESOURCES, INC., by its undersigned attommeys, Millcr, Stratvert &

Torgerson, P.A., (J. Scott Hall) %xereby meakes application pursuant to mnter alig NMSA

1978 Section 70-2-17 (1995) for an order providing as follows: N

W
Fry

1.~ For the compulser poohng of all mtcrcsts in the Strawn formauqn

(Northeast Shoe Bar-Strawn Oil Pool), nnderlying the 8/2 SE/4 of Section 7; =

2. The designation of'

(%)
~J

an 80—acrc Special Project Area pursuant to Division

Rule 111 A(9) consisting of the syz SE/4 of Section 7 fcr ite directionally drilled well;

3. For an exception t%m

the well locational: requircments of Division Rule 104

for the drilling of its proposed Chhmbers No. 2 well at an unorthodox well location; and

4. For the smxulfanégu:. -,dedmatwn of . producuon from the Applicant’s

Chambers No. 1 well and its proﬁ{esed;; Chambers No.-2 well, both located in the SE/4 of

Section 7. f

{f'

In support thereof, Apphdant would show the Dmsxon

1. Applicant owns or

interests in and under the S/2 SE/4

,controls one-hundred percent of the available working

-of Secnon 7, and has the right to dxill thereon.

2. Applicant has been unable to obtain leases or vohmtary agreement for

pooling or farmout from certain

fher mmcral mtcrest owners in the Strawn formation

1

underlying the 5/2 SE/4 of said Sec-_:uon-‘ 7.
l . .

¥

@Qoos
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3.

SR
L

The Strawn forméﬁoh Ereserves that are the target of Applicant’s proposed

well cannot be efficiently access‘fea';l foeim 2 straight-hole well drilled at a standard location

on the S/2 SE/4 of Section 7.

4.

Applicant proposcs to clcdicate the pooled unit to its Chambers No. 2 well

to be drilled from an unorthodopusma ace location iooo feet from the South line and 1,

100 feet from the East line in thc S]J4 SE/4 of Sec’aon 7 (Unit P) to an unorthodox

Strawn formation bottem hole locatxon 550 feet from the South line and 1,500 feet from

the East line in the SW/4 SI:J42 ﬁUmn O) of Section Tt0a depth sufficient to test the

Strawn formation (Northeast Shibé Bir-Strawn oil foél). Applicant anticipates the well

will first encounter the Strawn fdmnai on at a location approximately 1,000 feet from the

i

South line and 1025 feet from ﬂie Easlt line in the SE/4 SE/4 (Unit P) of Section 7, from

which point the well will be dJrecﬁonally drilled o the bottor hole location referenced

above.

5.

The directional dnllmg of the well in this manner is the most efficient

means available to encounter and pwduce, the Strawn formation reserves belicved to

underlie the S§/2 SE/4 of Section 7

6.

Applicant also propesés to completc the Chambers No. 2 well in the

Wolfcamp formation (North Shde Bar Wolfcamp Oil Peol) at an unorthodox location for

that poo] approximately 950 feet :ﬁ:om the South line and 1500 feet from Bast line of

Saction 7.

7.

[
'l

‘!'i ot
,:

Applicant opcraiés 'rhe Chambers‘No 1 well (API No. 30-025-24617)

completed at a standard location '.5 55 ﬁ:ct from the South line and 2085 feet from the East

line of Section 7 (Urit O) c\ntenﬂg pr,c;ducmg from t];xe Wolfcamp formation (North Shoe

@oo7
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Bar Wolfcamp Oil Pool). Apphqa.Tt proposes the sxmultaneous dedication of the

Wolfeamp formation to both the Cha.n}bcrs No. 1 and the Chambers No. 2 well.

8.

In order to penmt thc Apphcant to obtam its just and fair share of the oil

and gas underlying the sub_yect lanis the mmeral interests should be pooled and

Applicant should be designated operat or of the well, .

9.

The pooling of i mterests and approval cf the unorthodox well location will

atford the Applicant the oppoxtupny to pxoducc". its just and equitable share of

hydrocarbons underlying the 5pééin:g

will prevent waste and will protect cq:

fmit, will avoid the drilling of unnecessary wells,

ative rights.

WHEREFORE Applicant requqsts that this Apphcauon be set for hearing before 2

duly appointed examiner of the 011 Cc#nscrvanon Division on October 24, 2002 and that

after notice and hearing as rcqux;cd by law, the Di*/xsion enter its Order providing as

follows:

1. Authorizing the créat:io.n of an 80-acre Special Project Area pursuant to

Division Rule 111 A(9) consistingz oi‘? the following lands in Section 7: S/2 SE/4,

2. Approving the maﬁhédox well loca'ﬁoﬁs,ﬁ

3. Pooling the §/2 SE/4

of Section 7, including provisions designating

Applicant as Operator, and for Ai;)p!%icant 1o recover its costs of drilling, equipping and

completing the well, its costs .é)f %supervision while drilling and after completion,

including overhead charges and ﬁro{,’/iding for adjusﬁnents to such rates in accordance

with accepted COPAS accounﬁné p{tot:cdurcs, and ixiiposing a 200% risk factor for the

isk assumed by the Applicant in dnlltng , completing a:nd equipping the well;

[goos
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4, Approving the siniﬂééxiacous dedication of production from the Wolfcamp

formation (North Shoe Bar Wolf@:arhé Poal) froma Applicant’s Chambers No. 1 well and
its proposed Chambers No, 2 weli'; anc'l

5. Making such oﬂler’ and further provisions as the Division deems
appropriate . :

MILLBR, STRATVERT & TORGERSON, P.A.

i
v

J. Scott Hall

i  Attomeys for Permian Resources, Inc.
i Post Office Box 1986

Santa Fe, New Mexico 87504-1986

| (505) 985-9614 ‘
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PERMIAN RESOURCES," " RN

October 3, 2002

Mr. James Holden, Jr. Certified Mail, Return Receipt Requested

2250 Havensridge Drive # 7001 1140 0002 8314 5643
Colorado Springs, CO 80920

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear James:

Permian Resources, Inc. has filed with the New Mexico Oil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
is enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 » MIDLAND, TEXAS 79702-0590
608 NORTH MAIN » MIDLAND, TEXAS 78701
PHONE (915) 685-0113 « FAX (915) 685-3621
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October 3, 2002

Sincerely,

-~

William L. Porter, CPL
Land Manager

WLP/omm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

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

IN THE MATTER OF THE APPLICATION OF PERMIAN

RESOURCES, INC, TO AMEND THE COST RECOVERY PROVISIONS
O COMPULSORY POOLING ORDER NO. R-11682
LEA COUNTY, NEW MEXICO

CASE NO. 12715
APPLICATION

PERMIAN RESOURCES, INC., by its undersigned attorneys, Miller, Stratvert &

Ly ]
~o
Torgerson, P.A., (J. Scott Hall) hereby makes application pursuant to NMSA 1988

~in
N i
A ﬂ b
R i

1
il
-

4l

38
Section 70-2-17 (1995) for an order amending the cost recovery provisions of Order Nz

g8
R

)
R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfcamp OiL

\
X

10

‘}

Pool) underlying the SE/4 of Section 7, Township 16 South, Range 36 East, NMPM, Lez>

County, New Mexico, fortning 2 standard 160-acre spacing aud proration unit, In support
thereof, Applicant would show the Division:

. On October 30, 2001, pursuant to a hearing held on September 6, 2001

the Division issued Order No. R-11862 pooling certain uncommitted interests in the SE/4
of Section 7 preparatory to the drilling of Applicant’s Chambers No. 2 well at a standard
location in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp
formation (North Shoe Bar Wolfcarop Oil Pool), as well as the Strawn formation (Nerth
Shoe Bar Strawn OQil Pool).
The evidence at the hearing established thatlApplicgnt owned or controlled 100
percent of the available working interest in the SE/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the unit and owned primarily by foreign individuals
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Applicant demonstrated that it had been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly granted
Applicant’s request to pool those interests.

2. Subsequent to the hearing and the issuance of Order No. R-11682,
Applicant made the determination that it would be feasible to test the Wolfcamp
formation by re-entering and rc-complcﬁng the existing Chambers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as a
Wolicamp producer that same month. .

3. The evidence of well costs and drilling and producing supervision charges
presented at the September 6, 2001 hearing on the ongmal Application are no longer
appl.ica‘blc, in part, to the costs incurred in connection wn:h the re-entry and re-completion
of the Chambers No. 1 well.

4. Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry and re-completion of the Chém,bers No. 1 well and the revised
drilling and supervision charges. Applicant will aiso present its proposal that will
provide the pooled interest owners the opportunity to-object to those costs and to tender
their proportionate share of well costs as they may elect, |

5. The amendment of Order No, R-11682 to provide for the revision of the
well cost provisions will promota the efficient and orderly development of the subject
lands, will protect the rights of the pooled interest ownbr§, will serve to prevent waste and

is otherwise in the int=xests of conservation.
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WHEREFORE Applicant requests that this Applicaﬁon be set for hearing before a
duly appointed examiner of the Oil Conservation Di%rision on October 24, 2002 and that
after notice and hearing as required by law, the Diviéioiz enter its Order amending Order
No. R-11682 to include new provisions reflecting thé actnal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption of such actual costs as reasonable
costs, and providing the pooled interest owners the é;pﬁortunity to object to those costs
and tender their proportionate share of such costs aé they may elect, and making such

other provisions as may be proper.

MILLER, STRATVERT & TORGERSON, P.A.

. . _—
J. Scott Hall
Attorneys for Permnian Resources, Inc.
Post Office Box 1986
Santa Fe,; New Mexico 87504-1986
(505) 989-9614
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JTA’I‘E OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL ONSERVATION DIVISION

IN THE MATTER OF THE LICA’I'ION OF PERMIAN

RESQURCES, INC. FOR COMPULSORY POOLING,

UNORTHODOX WELL LOCATION; DESIGNATION

OF A SPECIAL PROJECT AREA, AND SIMULTANEOUS

DEDICATION, LEA COUNTYT‘NEW MEXICO CASE NO.

PERMIAN RESOURCES; INC.,, by its umdersigoed attomeys, Miller, Stratvert &

Torgerson, P.A., (. Scott Hall) ixareby makes application pursuant to fmter alig NMSA =

. > =
1978 Section 70-2-17 (1995) for an order providing as follows: :"E 53

1.~ For the compulsqry poohng of all mterests in the Strawn formauo,n, e

(Northeast Shoe Bar-Strawn Oil Pool) underlying tho /2 SE/4 of Section 7; j_: =
~J i
2. The designation of an SO-acre Special Project Area pursuant to Division

Rule 111 A(9) consisting of the sYz SE/4 of Secuon 7 for its directionally drilled well;

3. For an exception tb the well locational: requircments of Division Rule 104
for the drilling of its proposed Ch,!ambe;s No. 2 well at an unorthodox well location; and

4. For the simultanébus %dedicaﬁon of pr(.>duction from the Applicant’s
Chambers No. 1 well and its proﬂesed Chambers No.::Z well, both located in the SE/4 of
Section 7. ‘ . g |

In support thereof, Applxcant would show the Dmsmn

L. Applicant owns or| controls ane-hundred percent of the available working
interests in and under the S/2 SE/4:of Sectxon 7, and has the right to drill thereon.

2. Applicant has beEJa tmable to obtain leascs or vohwmtary agreement for
pooling or farmout from certain {ather ineral mtcrest owners in the Strawn formation

underlying the S/2 SE/4 of said sécnon 7

i

Vi
e
[
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3. The Strawn formanon feserves that are the target of Applicant’s proposed
well cannot be efficiently acccssed from a strmght—holc well drilled at a standard location

on the S/2 SE/4 of Section 7.

4. Applicant proposess to clcdicate the.pooled unit to its Chambers No. 2 well

to be drilled from an unorthodopc suri ace location 1600 feet from the South line and 1,

100 feet from the East line in the SL/4 SE/4 of Séction 7 (Unit P) to an unorthodox
Strawn formation bottom hole locatlo;x 950 feet from the South line and 1,500 feet from
the Bast line in the SW/4 SE/4 (Um% 0) of Secnon 710 a depth sufficient to test the
Strawn formation (Northeast Shpe qu -Strawn Oil Poal) Applicant anticipates the well
will first encounter the Strawn ftbrmaflon ata locatmn approximately 1,000 fect from the
South line and 1025 feet from ﬂie Eaﬁit line in the SE/4 SE/4 (Unit P) of Section 7, from
which point the well will be dJrecnonally drilled’ o thc bottom hole location referenced
above. | |

. The directional dnllmg of the well in fhis manner is the most effioient
mesans available to encounter anql erduce the Strawn formation reserves belicved to
underlie the S/2 SE/4 of Section 7

6. Applicant also propesés to complete the Chambers No. 2 well in the

Wolfcamp formation (North Shae Bar Wolfcamp 011 Pool) at an unorthodox location for

that pool approximately 950 fee-t ﬁ:om the South ]me and 1500 feet from Bast line of

Section 7.

7. Applicant opcratés the Chambers ‘No. 1 well (API No. 30-025-24617)
completed at a standard location .555 ﬁret from the South line and 2085 feet from the Bast

line of Section 7 (Uit O) cunenﬂy pr,cxducing from tfn.e Wolfcamp formation (North Shoe




~
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Bar Wolfcamp Oil Pool). Applicar

Wolfeamp formation to both the Chm

it proposes the simultaneous dedication of the

ibers No, 1 and'.the Chambers No. 2 well.

8. In order to pexmitfth:q Applicant to ob;tain its just and fair share of the oil

and gas underlying the subject:} lan

Applicant should be designated ofaeran

ds, the mmeral intcrests should be pooled and

or of the well,

9, The pooling of intczf.refsts and approval of the unorthodox well location will

afford the Applicant the oppofmﬁ:i‘.y to produce‘i". its just and equitable share of

bydrocarbons underlying the sPacmg bnit, will avoid the drilling of wanecessary wells,

will prevent waste and will pIO‘tC!;:}‘ correlative rights,

WHEREFORE Applicant i‘cq:’ixc,sts that this Application be set for hearing before a

duly appointed examiner of the ail :Ccrnsu'vation Division on October 24, 2002 aud that

after notice and bearing as requi::reci by law, the Division enter its Order providing as

follows:

1. Authorizing the cr'gat:io.u of an 80-acre Special Project Area pursuant to

Division Rule 111 A(9) consisting of the following lads in Section 7: S/2 SE/4;

2. Approving the unofjthédbx well locaﬁpﬁsi

3. Pooling the S/2 SE/

of Section 7, including provisions designating

Applicant as Operator, and for Apphc}mt to recover its costs of drilling, equipping and

completing the well, its costs -ti)f %supervision while drilling and after completion,

including overhead charges and ;::fro‘;,viﬂing for adjusﬁnents to such rates in accordance

with accepted COPAS accounting pi;ocedurcs, and ixiﬁposing a 200% risk factor for the

7isk assumed by the Applicant in dnlhng, completing and equipping the well;

-

008
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4, Approving the sin:iuliazzlcous dedication of production from the Wolfcamp

formation (North Shoe Bar Wolfé:athé Poal) from Applicant’s Chambers No. 1 well and
its proposed Chambers No. 2 wcllj'; ahci
'
5. Making such oﬂaer and further provisions as the Division deems

appropriate .

| | MILLER, STRATVERT & TORGERSON, P.A.
17 T ScowHal

. Attorneys for Permian Resources, Inc.
IR Post Office Box 1986

P Santa Fe, New Mexico 87504-1986

(505) 989-9614
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BRI PERMIAN RESOURCES, " IINNNNEINE

October 3, 2002

Sotirios Rallis
General Delivery
Silivena Eqialias, Greece

Registered Mail, Return Receipt Requested

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear Sotirios:

Permian Resources, Inc. has filed with the New Mexico Qil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
is enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 « MIDLAND, TEXAS 79702-0590
608 NORTH MAIN « MIDLAND, TEXAS 79701
PHONE (915) 685-0113 » FAX (915) 685-3621



Page Two
October 3, 2002

Sincerely,

DI M

illiam L. Porter,
Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

Date: By:
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003
STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION
IN THE MATTER OF THE APPLICATION OF PERMIAN
RESOURCES, INC. TO AMEND THE COST RECOVERY PROVISIONS
Ol COMPULSORY POOLING ORDER NO. R-11682,
LEA COUNTY, NEW MEXICO CASE NO. 12715
APPTYCATION
PERMIAN RESOURCES, INC., by its undersigned attorneys, Miller, Stratverto&
.. C o
~o et
Torgerson, P.A., (J. Scott Hall) hercby makes application pursuant to NMSA 198 o
o =
Section 70-2-17 (1995} for an order amending the cost recovery provisions of Order 1\ E—L}
= =
R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfcamp O;_‘I &2

oY
J

Pool) underlying the SE/4 of Section 7, Township 16 South, Range 36 East, NMPM, Ledp
County, New Mexico, forming a standard 160-acre spacing and proration upit. In support
thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant to a hearing held on September 6, 2001,

the Division issued Order No. R-11862 pooling certain uncommitted interests in the SE/4
of Section 7 preparatory to the drilling of Applicant's Chambers No. 2 well at a standard
location in the N/2 SE/4 of sald Scction 7 to a depth sufficient to test the Wolfcamp
formaticn (North Shoe Bar Wolfcarup Oil Pool), as well as the Strawn formation (North
Shoe Bar Strawn Oil Pool).

The evidence at the hearing established that'Applicgnt owned or controlled 100
percent of the available working interest in the SE/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the unit and owned primarily by foreign individuals.
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Applicant demonstrated that it bad been unable to obtain leases or voluntary agreement
for pooling or fatmout from those interest owners and the Division accordingly granted
Applicant’s rsquest to pool those interests,

2. Subsequent to the hearing and the issuance of Order No. R-~11682,
Applicant made the determination that it would be feasible to test the Wolfcamp
formation by re-entering and re-completing the existing Chambers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as 2
Wolfcamp producer that same month. I

3. The evidence of well costs and drilling’ and producing supervision charges
presented at the September 6, 2001 hearing on the ongmal Application. are no longer
applicaBlc, in part, to the costs incurred in connection ;Jvith the re-entry and re-completion
of the Chambers No. 1 well.

4, Applicant will present evidence of, amoﬁg other things, the actual costs
incutred in the re-entry and re-completion of the Chambers No. 1 well and the revised
drilling and supervision charges. Applicant will :ﬂso present its proposal that will
provide the pooled interest owners the opportunity 1o -object to those costs and to tendes
their proportionate share of well costs as they may elect. |

5. The amendment of Order No, R-11683 to provide for the revision of the
well cost provisions will promate the efficient and orderly developmoent of the subject

lands, will protect the rights of the pooled interest ownérsl, will serve to prevent waste and

is otherwise in the interests of conservation.
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WHEREFORE Applicant requests that this Ajaplication be sat for hearing before a
duly appointed examiner of the Oil Conservation Di%rision on October 24, 2002 and that
after notice and hearing as required by Jaw, the Division enter its Order amending Order
No. R-11682 to include new provisions reflecting thc;; actnal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption of such actual costs as reasonable
costs, and providing the pooled interest owners the :cxpﬁonunity to object to those costs

and tender their proportiopate share of such casts a§ they may elect, and making such

other provisions as may be proper.

MILLER, STRATVERT & TORGERSON, P.A.

oo —
J. Scott Hall
Attorneys for Permian Resources, Inc.
Post Office Box 1986
Santa Fe,iNew Mexico 87504-1986 .
(505) 989-5614
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL C;ONS_ERVATION DIVISION

IN THE MATTER OF THE APRLICATION OF PERMIAN

RESOURCES, INC. FOR COMPULSORY POOLING,

UNORTHODOX WELL LOCATION; DESIGNATION

OF A SPECIAL FPROJECT AREA, AND SIMULTANEOUS

DEDICATION, LEA COUNTY, NEW MEX.ICO CASE NO.

‘ \ 2"21 ICATION
PERMIAN RESOURCES; INC,, by its undersigoed attorneys, Miller, Stratvert &

Torgerson, P.A., (J. Scott Hall) L:e'reb.j.r makes application pursuant to inter alig NMSA

= =
1978 Section 70-2-17 (1995) for an order providing as follows: :‘g 8
1.~ For the compulsdry poolmg of all mtercsts in the Strawn formauqn :u
{(Northeast Shoe Bar-Strawn Oi] I?ool) underl)nng tho S/2 SE/4 of Section 7; z %j
2. The designation of an 80-acrc Special Project Area pursuant to va;s?on o~

Rule 111 A(9) consisting of the Sl/E SE/4 of Secnon 7 for its dixectionally drilled well;

3. For an exception ﬂﬁ the iwell Iocanonal.rcqmrcmems of Division Rule 104
for the drilling of its proposed Ch:!a;mbe%r‘s No. 2 well at an unorthodox well location; and

4. For the simulmmiﬁéus %fiedicaﬁon of prr.Jduction from the Applicant's
Chambers No. 1 well and its propased Chambers No.iz well, both located in the SE/4 of
Section 7. ' , |

In support thereof, Apphchm WOuld show thc Dmsmn

1. Applicant owns orlcontrols one-hundred percent of the available working
interests in and mder the S/2 SE/4rof Sectmn 7, and has the right to drill thereon.

2. Applicant has been unable to obtain leascs or vohmtary agreement for

pooling or farmout from certain :ther nuncral mtcrost owners in the Strawn formation

underlying the S/2 SE/4 of said Secuon 7
L

]
HE
i
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3. The Strawn form%a%tifoh 'gi“eserves that ave the target of Applicant’s proposed

well cannot be efficiently access‘fr:d frém 2 straight-hole well drilled at a standard location

on the S/2 SE/4 of Section 7.

; i

4. Applicant proposcs to chdicate the pooled unit to its Chambers No. 2 well

to be drilled from an unorﬂzodowsuriace location 1000 feet from the South line and 1,

100 feet from the East line in thc SL/4 SE/4 of Secnon 7 (Upit P) to an unorthodox

i

Strawn formation bottem hole locatlon 550 feet from the South line and 1,500 feet from

&

the Bast line in the SW/4 SE/4 (U‘mc 0) of Section 7 to a depth sufficient to test the

Strawn formation (Northeast Shbe Bar-Strawn oil Pool) Applicant anticipates the well

will first encounter the Strawn férmaf}on atg 1ocatxon approximately 1,000 feet from the

South line and 1025 feet from t}ie E‘..’vl.sl

t line in the SE/4 SE/4 (Unit P) of Section 7, from

which point the well will be d:rectmnally drilled to the bottom hole location referenced

above. ; ;‘

5. The directional dnpmgr of the well- in this manner is the most efficient

means available to encounter and prpduce the Strawn formation reserves belicved to

undetlie the S/2 SE/4 of Section 7

6. Applicant also propesés to complcte the Chambers No. 2 well in the

Wolfcamp formation (North Sho:e BBI

that pool approximately 950 feet rﬁor

Section 7. HE

7. Applicant oporaxés ‘ﬂw

Wolfcamp 011 Pool) at an unorthodox location for

n the Souih lme and 1500 feet from Bast line of

Chambers No 1 well (API No. 30-025-24617)

completed at a standard location .555 f«lsct from the South line and 2085 feet from the East

line of Section 7 (Unit O) currenﬂg pmducmg from t];xc Wolfcamp formation (North Shoe

@oo7
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Bar Wolfcamp Oil Pool). Apphaa.:

it proposes the smultancous dedication of the

Wolfeamp formation to both the Chax:nbcrs No. ) and the Chambers No. 2 well.

8. In order to permlt;the; Applicant to ob;am its just and fair share of the oil

and gas underlying the subjm€ lands, the mineral interests should be pooled and

Applicant should be designated of:eramr of the well.

5, The pooling of m’terests and approval Bf the unorthodox well location will

afford the Applicant the oppbi‘nliih?y to produc&i its just and equitable share of

hydrocatbons underlying the sPacmg

?mit, will avoid the drilling of unnecessary wells,

will prevent waste and will protect correlative rights, -

‘WHEREFORE Applicant i'eci‘hc sts that this Ap'plication be set for hearing before a

duly appointed examiner of the 011 anservaﬁon Division on October 24, 2002 aud that

after notice and hearing as requn'cd by law, the D:wsmn enter its Order providing as

follows:

1. Authorizing the créaﬁo.n of an 80-acre Special Project Area pursuant to

Division Rule 111 A(9) consisting;; of: the following lands in Section 7: S/2 SE/4;

2. Approving the unoifchédax well locdﬁpﬁs;

3. Pooling the S/2 SEM

Applicant as Operator, and for Apphc

of Section 7, including provisions designating

t to recover its costs of drilling, equipping and

completing the well, its costs .qu %s pervision while drilling and after completion,

including overhead charges and ﬁro%/icliing for adjusﬁncnts to such rates in accordance

with accepted COPAS accounting pfo(fcdurcs, and ithposing a 200% risk factor for the

tisk assumed by the Applicant in dnlh

F, completing and equipping the well;
‘ .
{

@oos
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4, Approving the sixﬁi:liéx%xeous dedication of production from the Wolfcamp

formation (North Shoe Bar Wolf@:athé Pool) from Applicant’s Chambers No. 1 well and

its proposed Chambers No, 2 wellz; a}nd
> Making such otI%er ‘ a:nd further meiSiODS as the Division deems
appropriate . i
MLLER, STRATVERT & TORGERSON, P A,

¢
.
H

o i
P
co

; —
ngy . ) Lo "'(_Q‘-—Q,Q
[T T Sco Hal

Attomneys for Permian Resources, Ing.
Post Office Box 1986

Santa Fe, New Mexico 87504-1986
(505) 989-9614 |
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EEERNNN PERMIAN RESOURCES, "IN

October 3, 2002

Mr. David Marshall Certified Mail, Return Receipt Requested

¢/o Nancy Fox #7001 1140 0002 8314 5650
190 Aurielle Drive

Colchester, Vermont 05446

RE: Amended Waiver :
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear David:

Permian Resources, Inc, has filed with the New Mexico Oil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
is enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 * MIDLAND, TEXAS 79702-0590
608 NORTH MAIN » MIDLAND, TEXAS 79701
PHONE (915) 685-0113 « FAX (915) 685-3621



Page Two
October 3, 2002

Sincerely,

Lt £/

William L. Porter,
Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

Date: By:
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF PERMIAN

RESOURCES, INC. TO AMEND THE COST RECOVERY PROVISIONS
OF COMPULSORY POOLING ORDER NO. R-11682,
LEA COUNTY, NEW MEXICO

CASENO. 12715

APFLICATION

PERMIAN RESOURCES, INC,, by its undersigned attorneys, Miller, Stratvert &

n
1

Ly ]
ro
Torgerson, P.A., (J. Scott Hall) hereby makes application pursuant to NMSA 1943

<

o

Section 70-2-17 (1995) for an order amending the cost recovery provisions of Order N% ‘Zj—‘,
o S

R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfeamp dfg o2
Pool) underlying the SE/4 of Section 7, Township 16 South, Range 36 East, NMPM, Le>  ~

County, New Mexico, forming a standard 160-acre spacing and proration unit. In support
thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant to a hearing held on September 6, 2001

the Division issued Order No. R-11862 pooﬁng certain uncommitted interests in the SE/4
of Section 7 preparatory ta the drilling of Applicant’'s Chambers No. 2 well at a standard
location in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp
formation (North Shoe Bar Wolfcamp Oil Pool), as well as the Strawn formation (North
Shoe Bar Strawn Qil Pool).
The evidence at the hearing established that'Applicgnt owned or controlled 100
percent of the available working interest in the SB/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the unit and owned primarily by foreign individuals
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Applicant demonstrated that it bad been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly granted
Applicant’s request to pool those interests.

2. Subsequent to the hearing and the issuance of Order No. R-11682,
Applicant made the determination that it would be feasible to test the Wolfcamp
formation by re-entering and re-completing the existing Chambers No. 1 well praviously
drilled by Mezit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in Decerber, 2001 and successfully re-completed the well as 2
Wollcamp producer that same month, .

3. The evidence of well costs and drilling’ and producing supervision charges
presented ‘at the September 6, 2001 hearing on the joriginaI Application are no longer
applicable, in part, to the costs incurred in connection .With the re-entry and re-completion
of the Chambers No. 1 well,

4, Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry aod re-completion of the Chambers No. 1 well and the revised
drilling and supervision charges. Applicant will aiso present its proposal that will
provide the pooled interest owners the opportunity to-object to those costs and to tender
their proportionate share of well costs as they may elect. | |

5. The amendment of Order No, R-11682 to provide for the revision of the
well cost provisiops will promote the efficient and orderly development of the subject

lands, will protect the rights of the pooled interest ownér;, will serve to prevent waste and

is otherwise in the intexests of conservation.
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WHEREFORE Applicant requests that this Ai':plication be set for hearing before a
duly appointed examiner of the Oil Conservation Diw:j/ision on October 24, 2002 and that
after notice and hearing as required by law, the Diviéioix enter its Order amending Order
No. R-11682 to include new provisions reflecting the actmal costs for the re~entry and re-
completion of the Chambers No. 1 well, the adoption of such actual costs as reasonzble
costs, and providing the pooled interest owners the é;pbortun'rty to object to those costs
and tender their proportionate share of such casts aé they may elect, and making such

other provisions as may be propet.

MILLER, STRATVERT & TORGERSON, P.A.

- —
By 1.0 o QO
J. Scott Hall
Attorneys for Permian Resources, Inc.
Post Office Box 1986

Santa Fe,;New Mexico 87504-1986 .
(505) 989-5614
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE AP{HLICA TION OF PERMIAN

RESOURCES, INC. FOR COMPULSORY POOLING,

UNORTHODOX WELL LOC TION DESIGNATION

OF A SPECIAL PROJECT ARE;A AND SIMULTANEOUS

DEDICATION, LEA COUNTY‘NEW MEX[CO CASE NO.

i :
PERMIAN RESOURCES; INC., by its undersigned attorneys, Miller, Stratvert &
Torgerson, P.A., (J. Scott Hall) fxereby makes application pursuant to inter alig NMSA

. v
1978 Section 70-2-17 (1995) for an order providing as follows: :‘i":
<o

l.- For the compulsqry poohng of all mtercsts in the Strawn formauqn

(Northeast Shoe Bar-Strawn Ol Hool), underlying tho §/2 SB/4 of Section 7 =

(%]
~J

2. The designation of an 80—acre Special Project Area pursuant to Division
Rule 111 A(9) consisting of the syz SE/4 of Secnon 7 for jts dixectionally drilled well;

3. For an exception t}) the ‘well locational requirements of Division Rule 104
for the drilling of its proposed Chhmbers No. 2 well at an unorthodox well location; and

4. For the s:multan&ous dedlcanon of ptoducnon from the Applicant's
Chambers No. 1 well and its proﬁnsed Chambers No 2 well, both located in the SE/4 of
Section 7. ‘ . f .

In support thereof, Apphdant would show the wasmn

1. Applicant owns orlcontrols one-hundred pcrcent of the available working
interests in and imder the S/2 SE/4 iof Sectwn 7, and has the right to drill thereon.

2. Applicant has beeﬁ unablc to obtain lcascs or vohmtary agreement for
pooling or farmout from certain bthcx modneral mtcrost owners in the Strawn formation

underlying the S/2 SE/4 of said Setcuon 7
{ .
é
i

@oos
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3.

‘1

. 3
[N
LR
H i

The Strawn formgﬁoh 'greserves that ave the target of Applicant’s proposed

well cannot be efficiently acccss‘feﬂ from a straight-hole well drilled at a standard location
on the §/2 SB/4 of Section 7. it - -

4.

Applicant proposcs ta c,edicate the pooled uuit to its Chambers No. 2 well

to be drilled from an unorthodowsmd ace location 1600 feet from the South line and 1,

100 feet from the East line in the 544 SE/4 of Section 7 (Unit P) to an unorthodox

Strawn formation bottom hole 1ocat1011 950 feet from the South line and 1,500 feet from

the East live in the SW/4 SE4 gUnn O) of Section 7 to a depth sufficient 1o test the

Strawn formation (Northeast Shne Ba; -Strawn Oil Pool) Applicant anticipates the well

will first encounter the Strawn fd>r af onatg locatlon approximately 1,000 feet from the

South line and 1025 feet from the East line in the SE/4 SE/4 (Unit P) of Section 7, from

which point the well will be dJrecmqally drilled’ o thr: bottom hole location referenced

above,

5.

gt
1

P
[ i
* I

The directional dn}lmg of the well.in this manner is the most efficient

mesans available to encounter and pmduce the Strawn formation reserves belicved to

underlie the S/2 SE/4 of Section 7

6.

Applicant also propegé to completc the Chambers No. 2 well in the

Wolfcamp formation (North Shae Bar Wolfcamp Oil Pool) at an imarthodox location for

that pool approximately 950 feqt ﬁ:om the South 11'1:.15 and 1500 feet from East line of

Section 7.

7.

i
z:i.

Applicant opcra.‘cés ‘rjw Chambers No. 1 well (API No. 30-025-24617)

complsted at a standard location ‘.555 fmt from tha Soutb. line and 2085 feet from the East

line of Section 7 (Unit O) cun‘enﬂg prpducmg fror_n tb.e Wolfcamp formation (North Shoe

@oo7
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Bar Wolfcamp Oil Pool). Applmant proposes the simultaneous dedication of the
Wolfeamp formation to both the Chambcrs No. 1 and the Chambers No. 2 well,

8. In order to permlt;th? Applicant to ol:;tain its just and fair share of the ojl

and gas underlying the subjecff- lénis, the rmneral interests should be pooled and

Applicant should be desigpated operator of the well,

9, The pooling of i mterests and approval gf the unorthodox well location will
afford the Applicant the oppb';tui:nity to prcduccii its just and equitable share of
hydrocarbons underlying the spacmg lLmit, will avoié:l the drilling of unnecessary wells,
will prevent waste and will protect conblaﬁve rights, :

WHEREFORE Apphcanr rcquc sts that this Application be set for hearing before a

duly appointed examiper of the Qﬂ anservation Division on October 24, 2002 and that
after notice and hearing as requ:i%rcci by law, the Di;ﬁgision enter its Order providing as
follows: - )

L. Authorizing the cr;at;o.: of an 80-acz:9 Special Project Area pursuant to
Division Rule 111 A(9) consistingz of'; the following lands in Section 7: S/2 SE/4,

2. Approving the mo%théd ox well loca’tipiﬁs,;

3. Pooling the S/2 SE/4 of Section 7 including provisions designating
Applicant as Operator, and for Apphc}mt to recover ns costs of drilling, equipping and
completing the well, its costs bf supervmon whxlc drilling and after completion,
including overhead charges and provuimg for adJustmcnts to such rates in accordance

with accepted COPAS accounﬂng proucdures and i :mposmg a 200% risk factor for the

isk assumed by the Applicant in c’il'rilljuﬂg, completing a_md equipping the well;

@oos
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4. Approving the si‘u;ulééxilcous dedijcation of production from the Wolfcamp
formation (North Shoe Bar Wolfcamp? Pool) from Applicant’s Chambers No. 1 well and
its proposed Chambers No. 2 wcll, ahc'}
a’nnd further i:rovisions as the Division deems

N
appropriate . P

5. Making such oﬂ:er*

. MILLER, STRATVERT & TORGERSON, P.A.

nE —

]
H
o
oo
v
y
1

- 7. Scott Flall

, . Aftorneys for Permian Resources, Inc.
. i Post Office Box 1986

s Santa Fe, New Mexico 87504-1986

{ L (505)989-9614 '
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N PERMIAN RESOURCES,_

October 3, 2002

Nancy Fox Certified Mail, Return Receipt Requested

190 Aurielle Drive - #7001 1140 0002 8314 5667
Colchester, Vermont 05446

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear Nancy:

Permian Resources, Inc. has filed with the New Mexico Oil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
is enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 « MIDLAND, TEXAS 79702-0590
608 NORTH MAIN ¢« MIDLAND, TEXAS 79701
PHONE (915) 685-0113 « FAX (915) 685-3621



Page Two
October 3, 2002

Sincerely,

[
Y

William L. Porter, CPL,
Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

Date: By:
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STATE OF NEW MEXICO .
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF PERMIAN

RESOURCES, INC. TO AMEND THE COST RECOVERY PROVISIONS
Or COMPULSORY POOLING ORDER NO. R-11682,

LEA COUNTY, NEW MEXICO CASENO. 12715

APPLICATION

PERMIAN RESOURCES, INC,, by its undersigned attorneys, Miller, Stratvert &

[a)
1

e -_!r\,.j M
NN AR

Ly ]
o
Torgerson, P.A., (J. Scott Hall) hereby makes application pursuant to NMSA 1948

14
Section 70-2-17 (1995) for an order amending the cost recovery provisions of Order Na

AR
',':] B

RV e
3 AR

-
R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfeamp OEI

HO

Pool) underlying the SE/4 of Scction 7, Township 16 South, Range 36 East, NMPM, Les
County, New Mexico, forming a standard 160-acre spacing and proration unit. In support
thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant 1o a hearing held on September 6, 2001,

the Division issued Order No. R-11862 poolj.ng certain uncommitted interests in the SE/4
of Section 7 preparatory to the drilling of Applicant’s Chambers No. 2 well at a standard
location in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp
formation (North Shoe Bar Wolfcamp Oil Pool), as well as the Strawn formation (North
Shoe Bar Strawn Oil Pool).

The evidence at the hearing estahlished that‘Applioa_nt owned or controlled 100
percent of the available working interest in the SB/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the unit and owned primarily by foreign individuals.
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Applicant demonstrated that it bad been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly granted
Applicant’s request to pool those interests.

2. Subsequent to the hearing and the issuance of Order No. R-11682,
Applicant made the deterrnination that it would be feasible to test the Wolfcamp
formation by re-entering and re-completing the existing Chambers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as 2
Wollcamp producer that same month. '

3. The evidence of well costs and drilling and producing supervision charges
presented at the September 6, 2001 hearing on the ongmal Application are no longer
applicable, in part, to the costs incurred in connection w1th the re-entry and re-completion
of the Chambers No. 1 well.

4. Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry and re-completion of the Chz:;mbers No. 1 well and the revised
drilling and supervision charges. Applicant will aiso present its proposal that will
provide the pooled interest owners the opportunity to-object to those costs and to tender
their proportionate share of well costs as they may elect. |

5. The amendment of Order No, R-11682 to provide for the revision of the
well cost provisiops will promote the efficient and orderly development of the subject

lands, will protect the rights of the pooled interest own}:r§, will serve to prevent waste and

is otherwise in the interests of conservation.
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WHEREFORE Applicant requests that this Ajaplicaﬁon be set for hearing before a
duly appointed examiner of the Oil Conservation Di;'_fision on October 24, 2002 and that
after notice and hearing as required by law, the Diviéioil enter its Order amending Order
No. R-11682 to include new provisions reflecting thc actmal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption 0"f such actual costs as reasonable
costs, and providing the pooled interest owners the ;jap.;)ortunity to object to those costs

and tender their proportionate share of such costs a§ they may elect, and making such

other provisions as may be propet,

MILLER, STRATVERT & TORGERSON, P.A.

. —
J. Scott Hail
Atiorneys for Permian Resources, Inc.
Post Office Box 1986
Santa Fe, New Mexico 87504-1986 .
(505) 989-9614
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STATE.OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL [FONSERVATION DIVISION

IN THE MATTER OF THE APBRLICATION OF PERMIAN

RESOURCES, INC. FOR COMPULSORY POOLING,

UNORTHODOX WELL LOCATION; DESIGNATION

OF A SPECIAL PROJECT AREA, AND SIMULTANEOUS

DEDICATION, LEA COUNTY. NEW MEXICO CASE NO.

i }

PERMIAN RESOURCES; INC,, by its undersigned attorneys, Miller, Stratvort &

Torgerson, P.A., (J. Scott Hall) lkérebfy makes application pursuant to inter glig NMSA
) &
i
(%]
o

1.-  For the compulsc}ry poolmg of all mtcrcsts in the Strawn formaugn,

1678 Section 70-2-17 (1995) for é'zi order providing as follows:

(Northeast Shoe Bar-Strawn Oil Rool) undcrlymg tbe S/2 SE/4 of Section 7; 5'

w
~J

2. The designation of an 80—acr: Special Project Area pursuant to Division
Rule 111 A(9) consisting of the Sh SE/4 of Sect.xon 7 for ite directionally drilled well;

3. For an exception tb theiwell logational: requirements of Division Rule 104
for the drilling of its proposed Chhmbers No. 2 well at an unorthodox well location; and

4. For the s:multandpu: : dechcanon of : producnon from the Applicant’s
Chambers No. 1 well and its proli;ésedf; Chambers No.-2 well, both located in the SE/4 of
Section 7. .‘ , .

In support thereof, Apphdant Would show thc Dzwsxon

1. Applicant owns or‘con’trols one—hundred parcent of the available working
interests in and under the S/2 SE/4-of Sectmn 7, and has the right to drill thereon.

2. Applicant has beeﬁ unablc to obtain lcascs or vohwtary agreement for

pooling or farmout from certain }:thcr ‘mineral mtcrest owners in the Strawn formation

underlying the S/2 SE/4 of said Seichon 7

3
P
i 3
i

N
i

N,
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Tis
|
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3. The Strawn fonnéﬁoﬁ %

eserves that are the target of Applicant’s proposed

well cannot be efficiently acccss’fe{i fréim 2 straight-hole well drilled at a standard location

on the S/2 SE/4 of Section 7,

4. Applicant proposcs te tLedicate the.pooled unit to its Chambers No. 2 well

to be drilled from an unorthodopc smd

ace location 1000 feet from the South line and 1,

100 feet from the East line in th.e SJ4 SE/4 of Secuon 7 (Unit P) to an unorthodox

Strawn formation bottom hole locanon 950 feet from the South line and 1,500 feet from

the East line in the SW/4 SI*,M-x (U‘mv

0) of Sectmn 7t0a depth sufficient to test the

Stravm formation (Northeast Shne Bq:-Strawn Ozl Pool) Applicant anticipates the well

will first encounter the Strawn fthrmat:

1 .

onata locatlon approximately 1,000 feet from the

South line and 1025 feet from ﬂie Baatt line in thc SE/4 SE/4 (Unit P) of Section 7, fram

which point the well will be chreatmn

abave. i i'

:I;

ally drilled to thc bottom hole location referenced

5.  The directional dnllmg of the well in fhis wanner is the most efficient

means available to encounter and px

underlie the §/2 SE/4 of Section 7x il

Pduce the Stra,wn formation reserves belicved to

6. Applicant also propes‘,és to completc the Chambers No. 2 well in the

Wolfcamp formation (North Shae Bar
1

that pool approximately 950 feqt sfqor
Section 7. '

1 . i
z-l 1

7. Applicant opc.ratés ‘d‘xz

Wolfcamp Oil Pool) at an unorthodox location for

m the South lii.lc and 1500 feet from East line of

Chambers’No 1 well (API No. 30-025-24617)

completed at a standard location '.555 ﬁ‘et from t‘nc South line and 2085 feet from the East

line of Section 7 (Unit C) currenﬂy prpducmg from the Wolfcamp formation (North Shoe

007
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Bar Wolfeamp Oil Pool). Ap}éﬁdallt Proposes the simuhaneous dedication of the

Wolfeamp formation to both the Chan:

8. In order to parmitfgthcz: y

bers No. 1 and the Chambers No. 2 well.

Applicant to ob;tain its just and fair shere of the oil

and gas undcrlying the subjecf lé.nis the mineral interests should be pooled and

Applicant should be designated op erats

or of the well,

9, The pooling of i mIerests and approval of the unorthodox well location will

atford the Applicant the oppc':'mmﬁry to prcduceif its just and equitable share of

hydrocarbons underlying the Spéé:idg mit, will avoid the drilling of unnecessary wells,

will prevent waste and will protect conelative rights.

WHEREFORE Apphcant requc

sts that this Apphcatmn be set for hearing before 2

duly appointed examiner of the 011 Ccfnscrvatmn Division on October 24, 2002 and that

after notice and hearing as rcquucd by law, the Dmsmn enter its Order providing as

follows: .

1. Authonzing the créatio

n of an 80-acre Special Project Area pursuant to

Division Rule 111 A(9) consisting" of; the following lands in Section. 7: S/2 SE/4;

2. Approving the mofthéd px well locaﬁpﬁsj

3, Pooling the S/2 SE/4 of Section 7, including provisions designating

Applicant as Operator, and for Apphcfmt to recover its costs of drlling, equipping and

completing the well, its costs .of EEsv.

pervision whi;le drilling and after completion,

including overhead charges and éroizi«ﬁng for adjus‘é;nents to such rates in accordance

with accepted COPAS mwmﬂnﬁ pfoueduxes, and iﬁposing a 200% risk factor for the

risk assumed by the Applicant in dnmngg , completing and equipping the well;

@oo9

@oos
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NN PERMIAN RESOURCES, "o IINNNEER

October 3, 2002

Sotirios Papadopoulos
Lot 4, Whitebread Place
North Rocks 2151
Sydney, Australia

- Registered Mail, Return Receipt Requested

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear Sotirios:

Permian Resources, Inc. has filed with the New Mexico Qil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
is enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 « MIDLAND, TEXAS 78702-0590
608 NORTH MAIN » MIDLAND, TEXAS 79701
PHONE (915) 685-0113 » FAX (915) 685-3621



Page Two
October 3, 2002

Sincerely,
illiam L. Porter,

Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

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

IN THE MATTER OF THE APPLICATION OF PERMIAN

RESOURCES, INC. TO AMEND THE COST RECOVERY PROVISIONS

Or COMPULSORY POOLING ORDER NO. R-11682,

LEA COUNTY, NEW MEXICO CASE NO. 12715

APPLICATION
PERMIAN RESOURCES, INC.,, by its undersigned attorneys, Miller, Stratverto&

R

Torgerson, P.A., (J. Scott Hall) hereby makes application pursuant to NMSA 198 <

8.
Section 70-2-17 (1995) for an order amending the cost recovery provisions of Order N&@ €2

=
R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfcamp OEI <2
Pool) underlying the SE/4 of Scction 7, Township 16 South, Range 36 East, NMP), Lep

County, New Mexico, forming 2 standard 160-acre spacing and proration unit, In support
thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant to a hearing held on September 6, 2001,

the Division issued Order No. R-11862 pooling certain uncommitted interests in the SE/4
of Section 7 preparatory to the drilling of Applicant’s Chambers No. 2 well at a standard
location in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp
formation (North Shoe Bar Wolfcarmp Oil Pool), as well as the Strawn formation (North
Shoe Bar Strawn Oil Pool).

The evidence ot the hearing established that Applicant owned or controlled 100
percent of the available working interest in the SB/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a reclatively

small percentage of the interests in the unit and owned primarily by foreign individuals.
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Applicant demonstrated that it bad been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly granted
Applicant’s request to pool those interests.

2. Subsequent to the hearing and the issuance of Order No. R-11682,
Applicant made the determination that it would be feasible to test the Wolfcamp
formation by re-entering and re-completing the existing Chambers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as a
Wollcamp producer that same month, ‘

3. The evidence of well costs and drilling’ and producing supervision charges
presented at the September 6, 2001 hearing on the ongmal Application =re no longer
applicable, in part, to the costs incurred in connection §vith the re-entry and re-completion
of the Chambers No. 1 well.

4, Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry and re-completion of the Chambers No. 1 well and the revised
drilling and supervision charges. Applicant will aiso present its proposal that will
provide the pooled interest owners the opportunity o -object to those costs and to tender
their proportionate share of well costs as they may elect. |

5. The amendment of Order No. R-11683 to provide for the revision of the
well cost provisions will promote the efficient and ordexly development of the subject

lands, will protect the rights of the pooled interest owni:r:_;, will serve to prevent waste and

is otherwise in the interests of conservation.
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WHEREFORE Applicant requests that this Aiaplicaﬁon be set for hearing before a
duly appointed examiner of the Oil Conservation Di%/ision on October 24, 2002 and that
after potice and hearing as required by law, the Diviéioi_:t enter its Order amending Order
No. R-11682 to include new provisions reflecting thei actnal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption of such acmal costs as reasonable
costs, and providing the pooled interest owners the 6p§ortun.ity to object to those costs
and tender their proportionate share of such costs as they may elect, and making such

other provisions as may be proper.

MILLER, STRATVERT & TORGERSON, P A.

oo —
J. Scott Hall
Attorneys for Permjan Resources, Inc.
Post Office Box 1986
Santa Fe,New Mexico 87504-1986
(505) 989-9614
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IN THE MATTER OF THE LICATION OF PERMIAN

RESQOURCES, INC. FOR COMPULSORY POOLING,
UNORTHODOX WELL LOCATION; DESIGNATION

OF A SPECIAL PROJECT AREA, AND SIMULTANEOUS
DEDICATION, LEA COUNTY}NEW MEXICO. CASE NO.
Aggf LICATION

l 1

PERMIAN RESOURCES, INC , by its mder51gned attorneys, Miller, Stratvert &

Torgerson, P.A., (J. Scott Hall) fnjerehy makes application pursnent to inter alia NMSA
I %
e ]
Lo
=)

1.~ For the compulscixi'y pooling of all interesm in the Strawn formatign,

1978 Section 70-2-17 (1995) for an order providing as follows:

(Northeast Shoe Bar-Strawn Oil Il?éjol),; underlying the:S/2 SE/4 of Section 7; :
' : Co !

2. The designation oif:' an éO-acre Special Project Area pursuant to Division
Rule 111 A(9) consisting of the SYZ SE/4 of Secﬁon 7 for its directionally drilled well;

3. For an exception t{x the well locational’ requircments of Division Rule 104
for the drilling of its proposed Ch;hmbelrs No, 2 well at an unorthodox well location; and

4. For the simultanéibus %fiedicaﬁon of préducﬁon from the Applicant’'s
Chambers No. 1 well and its pro;iased Chambers No.éz well, both located in the SE/4 of
Section 7. t‘ .

In support thereof, Apphdant WOuld show thc wasmn

1. Applicant owns or\con’trols onu—hundrcd perccnt of the available working
interests in and noder the S/2 SE/4qu S’ectlon 7, and has the right to drill thereon.

2. Applicant has beei:é 'mz:bla to obtain leascs or volutary agreement for

pooling or farmout from certain 3thcx mmcral mterest owners in the Strawn formation

underlying the S/2 SE/4 of said Se ctxon 7

i
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3, The Strawn form:iaﬂoh ?:feserves that aze the target of Applicant’s proposed

well cannot be efficiently access’:ed frf:m a straight-hole well drilled at a standard location

on the S/2 SE/4 of Section 7. !
o
4. Applicant proposc& te :

10 be drilled from an unorthodop( smﬂ

edicate the pooled unit to its Chambers No. 2 well

pace location 1000 feet from the South line and 1,

100 feet from the East line in thc su4 SE/4 of Section 7 (Unit P) to an unorthodox

Strawn formation bottom hole loca.nm

the East line in the SW/4 SE/4 (Um

n 950 feet from the South line and 1,500 feet from

t O) of Section Ttoa depth sufficient to test the

Strawn formation (Northeast Shbe Bar-Strawn oil fodl). Applicant anticipates the well

will first encounter the Strawn fd)rmaﬁ

~ i

onata location approximately 1,000 feet from the

South line and 1025 feet from ﬂ:he Eas;t line in the SE/4 SE/4 (Unit P) of Section 7, from

which point the well will be chrectmqa.lly drilled’ o thc bottorm hole location referenced

abave. : § Al

.
‘ !

5.  The directional dhlhn% of the well.in this ranmer is the most efficient

means available to encounter anqi pr

underlie the S/2 SE/4 of Section 7

pduce the Stravm formation reserves belicved to

8. Applicant also pmpesés to complete the Chambers No. 2 well in the

Wolfcamp formation (North Sho:e BBJ:

that pool approximately 550 feet ﬁ:m

Section 7.

Y
(:'

Wolfcamp Oil Pool) at an unorthodox location for

n the Soutﬁ hne and 1500 feet from East line of

7. Applicant oparaiés &w Chambers No. 1 well (APL No. 30-025-24617)

completed at a standard location 1555 f et from the, South line and 2085 feet from the Bast

line of Section 7 (Unit O) cmtenqg prpducing from the Wolfcamp formation (North Shoe

@oo7
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Bar Wolfcamp Oil Pool). Appliéam proposes the simultancous dedication of the

Wolfeamp formation to both the Chéntbers No. 1 and the Chambers No. 2 well.
8. In order to permitithe Applicant to obtain its just and fair shere of the oil

and gas underlying the subjecé l?anis the m.meral intcrests should be pooled and

Applicant shounld be designated operat:r of the well, |

9. The pooling of i mte::estG and approval of the unorthodox well location will

afford the Applicant the oppd'mmh.y to producé:i its just and equitable share of

hydrocarbons underlying the st@éin:g hnit, will avoid the drilling of unnecessary wells,
will prevent waste and will protet correlative rights. -

WHEREFORE Applicant ;:eci'uc:sts that this Apphcatxon be set for hearing before a
duly appointed examiner of the Oﬂ Ccfnscrvamn Division on October 24, 2002 and that
after notice and hearing as rcqturcd by law, the Diwsmn enter its Order providing as
follows: ’

1. Authorizing the creatm: of an 80—acr'e_> Special Project Area pursuant to
Division Rule 111 A(9) consistingf of: the following lands in Section 7: S/2 SE/4;

2. Approving the unorf‘thriadax well locaﬁpﬁs;

3. Pooling the S/2 SE/4 of Section 7 including provisions designating
Applicant as Operator, and for Appho%nt to recover 1ts costs of drilling, equipping and
completing the well, its costs .pf supemsxon w]:ule drilling and after completion,

including overhead charges and ﬁro‘mhng for ad_)usﬁnents to such rates in accordance

with accepted COPAS momﬁné p)}occduxcs, and 1mposmg a 200% risk factor for the

risk assumed by the Applicant in &iiﬂing, completing and equipping the well;

@008
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4, Approving the six'x’:i:li:al?;cous dedication of production from the Wolfcamp

formation (North Shoe Bar Wolft,i:a::jn}:‘i Pool) from Applicant’'s Chambers No. 1 well and
its proposed Chambers No. 2 wc]i; a;mi
P

P '
5. Making such other! and further provisions as the Division deems
appropriate . ':.

| |MILLER, STRATVERT & TORGERSON, P.A.

A
oo

J. Scott Hall

Attorneys for Permian Resources, Inc.
Post Office Box 1986

Santa Fe, New Mexico 87504-1986
(505) 989-9614 '
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NN PERMIAN RESOURCES, "IN

October 3, 2002
Andrei Rallis Registered Mail, Return Receipt Requested
29 Victory Street
Rose Bay
Sydney 2023 NSW
Australia

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear Andrei:

Permian Resources, Inc. has filed with the New Mexico Qil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
1s enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 « MIDLAND, TEXAS 79702-0590
608 NORTH MAIN » MIDLAND, TEXAS 79701
PHONE (915) 685-0113 « FAX (915) 685-3621



Page Two
October 3, 2002

Sincerely,

<

-

illiam L. Porter,
Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well.

Date: By:




LV VL AUVE AUL LO:DD FAX

@003

STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION
IN THE MATTER OF THE APPLICATION OF PERMIAN
RESOURCES, INC, TO AMEND THE COST RECOVERY PROVISIONS
OF COMPULSORY POOLING ORDER NO. R-11682
LEA COUNTY, NEW MEXICO

CASENO. 12715
APPLICATION

PERMIAN RESOURCES, INC., by its undersigned attorneys, Miller, Stratvert &

hir\
U

2
™~
Torgerson, P.A., (J. Scott Hall) hereby makes application pursuant to NMSA 198

[

Section 70-2-17 (1995) for an order amending the cost recovery provisions of Order N&. ’-}—‘a
x

R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfcamp Gil =
Pool) underlying the SE/4 of Section 7, Township 16 South, Range 36 East, NMPM, Lez> 7~

County, New Mexico, forming a standard 160-acre spacing and proration unit. In support
thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant to a hearing held on September 6, 2001

the Division issued Order No. R-11862 pooling certain uncommitted interests in the SE/4
of Section 7 preparatory to the drilling of Applicant's Chambers No. 2 well at a standard
location in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp

formation (North Shoe Bar Wolfcamp Oil Pool), as well as the Strawn formation (North
Shoe Bar Strawn Oil Pool).

The evidence at the hearing established that.Applica.m owned or controlled 100

percent of the available working interest in the SB/4 of Section 7 and that Applicant

sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the unit and owned primarily by foreign individuals



LUZULZ &UVUZ LUK 131586 FAX @004

Applicant demonstrated that it had been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly granted
Applicant’s request 10 pool those interests,

2. Subsequent to the hearing and the issuance of Order No. R-~11682,
Applicant made the determination that it would be feasible to test the Wolfcamp
formation by re-entering and re-completing the existing Charabers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as 2
Walicamp producer that same month, -

3. The evidence of well costs and drilling and producing supervision charges
presented ‘at the September 6, 2001 hearing on the cngmal Application are no longer
applicable, in part, to the costs incurred in connection w1th the re-entry and re-completion
of the Chambers No. 1 well.

4. Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry and re-corapletion of the Chénﬂ:crs No. 1 well and the revised
drilling and supervision charges. Applicant will aiso present its proposal that will
provide the pooled interest owners the opportunity to -object to those costs and to tender
their proportionate share of well costs as they may elect, |

5. The amendment of Order No, R-11682 to provide for the revision of the
well cost provisions will promoate the efficient and orderly development of the subject

lands, will protect the rights of the pooled interest ownérg, will serve to prevent waste and

is otherwise in the intexests of conservation.
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WHEREFORE Applicant requests that this Ajaplicaﬁon be set for hearing before a
duly appointed examiner of the Oil Conservation Di%/ision on October 24, 2002 and that
after notice and hearing as required by law, the Diviéioh enter its Order amending Order
No. R-11682 to include new provisions reflecting thé actnal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption df such actal costs as reasonable
costs, and providing the pooled interest owners the éppi:ommity to object to those costs
and tender their proportionate share of such costs as they may elect, and making such

other provisions as may be proper.

MILLER, STRATVERT & TORGERSON, P.A.

S
J. Scott Hall
Attorneys for Permian Resources, Inc.
Post Office Box 1986

Santa F&, New Mexico 87504-1986 .
(505) 989-9614
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL JONSERVATION DIVISION

IN THE MATTER OF THE Apmucmm OF BERMIAN

RESQURCES, INC. FOR COMPULSORY POOLING,

UNORTHODOX WELL LOCATION; DESIGNATION

OF A SPECIAL PROJECT , AND SIMULTANEOUS

DEDICATION, LEA COUNTYF NEW MEX[CO CASE NO.

i
l. .
! b

I

i1 APRLICATION
H '

PERMIAN RESOURCES; INC., by its undersigned attomeys, Miller, Stratvert &

Torgerson, P.A., (J. Scott Hall) Lareby makes application pursnant 1o inter alig NMSA

Cx
) Y
1978 Section 70-2-17 (1995) for & order providing as folows: :"E =3

1.- For the compulsciry poohng of all mterests in the Strawn forma t:gn

(Northeast Shoe Bar-Strawn 0] Pool) undcrlymg the S/2 SE/4 of Section 7; :.:
~J e
2. - The designation of an 80-acre Special Project Area pursuant to Division

Rule 111 A(9) consisting of the SlVZ SE/4 of Sec‘uon 7 for its directionally drilled well;
3. For an exception t«l‘) the well locational Tequirements of Division Rule 104
for the drilling of its proposed Chﬁmbe.rs No., 2 well at' an unorthodox well location; and
4. For the blmultané’ous %fiedicaﬁon of ::prc.aduction from the Applicant’s
Chambers No. 1 well and its pro;:&esed Chambers No..':2 ‘well, both located in the SE/4 of
Section 7. ‘ g |

In support thereof, Apphclant would show thc Dm,smn

1. Applicant owns or‘controls one-hundred percent of the available working
interests in and under the S/2 SE/4 of Secuon 7, and has the right to drill thereon.

2. Applicant has bee.L unable to obtain lzascs or vohmtary agreement for
pooling or farmout from certain b’rher mineral mtcrost owners in the Strawn formation

underlying the S/2 SE/4 of said Sdctmn 7
i

i

@006
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3. The Strawn formation Ei';eserves that are the target of Applicant’s proposed
S|
well cannot be efficiently accessed from a straight-hole well drilled at a standard location

on the S/2 SE/4 of Section 7.

.:‘

4. Applicant proposcs:te c,cdicate the pooled unit to its Chambers No. 2 well

10 be drilled from an unorthodox suri ace location 1000 feet from the South line and 1,

100 feet from the East line in ’thc S../4 SE/4 of Secnon 7 (Unit P) to an unorthodox
Strawn formation bottom hole locatlon 550 feet from the South line and 1,500 feet from
the East line in the SW/4 SE/4i Q(Im* 0) of Secuon Ttoa depth sufficient to test the
Strawn formation (Northeast Shbé Bs; -Strawn Oil Pool). Applicant anticipates the well
will first encounter the Strawn fd)nnat*.on ata lcca‘iti'o;i approximately 1,000 feet from the
South line and 1025 feet from ﬂje Eas(c line in thc SE/4 SE/4 (Unit P) of Section 7, fom
which point the well will be dJrecnonally drilled’ o the bottom hole location referenced

abave,

5. The directional drﬂlmgr of the well in this manner is the most efficient
means available to encounter and prpduce the Strawn formation reserves belicved to
underlie the S/2 SE/4 of Section 7

6. Applicant also propesé to complcte the Chambers No. 2 well in the
Wolfcamp formation (North Sho:e Bar Wolfcamp 011 Pool) at an unorthodox location for

that pool approximately 550 fle. fcmn the South lme and 1500 feet from Bast line of
Section 7. o

2,4
r-'

7. Applicant opcratés thc Chambers: No 1 well (API No. 30-025-24617)
completed at a standard location ‘.555 ﬁ:et from tha South line and 2085 feet from the East

line of Section 7 (Unit O) cm-r.enﬂy pmducmg ﬁ:om ﬂ;Le Wolfca.mp formation (North Shoe
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Bar Wolfcamp Oil Pool). Apphca:

Wolfeamp formation to both the Chs.:r.

it proposes the simultaneous dedication of the

ibers No. 1 and the Chambers No. 2 well.

8. In order to pemut thc Applicant to o‘tétain its just and fair share of the oil

and gas underlying the SUbJect lan

ds, the mineral interosts should be pooled and

Applicant should be desigpated operatn:r of the well,

9. The pooling of mierests and approval Ef the unorthodox well location will

afford the Applicant the oppdfrmiﬁty to produce.:': its just and equitable share of

hydrocarbons underlying the Spééin:i%

hnit, will avoid fhe drilling of unnecessary wells,

will prevent waste and will protect cqmelaﬁve rights.

WHEREFORE Apphcaut requ: sts that this Apphcauon be set for hearing before a

duly appointed examiner of the 011 Cc{nscrvanon Division on October 24, 2002 aud that

after notice and hearing as requlrcd by law, the Dmsmn enter its Order providing as

follows:

1. Authorizing the créatio.n of an 80-zcre Special Project Area pursuant to

Division Ruls 111 A(9) consisting,‘; of?_ the following laxds in Section 7: $/2 SE/4;

2. Approving the unorf'thédax well locdﬁpﬁs;

3. Pooling the S/2 éEM

of Section 7, including provisions designating

Applicant as Operator, and for Apphc ant to recover its costs of drilling, equipping and

completing the well, its costs -(j)f %SHLpervision while drilling and after completion,

including overhead charges and éro‘;zi ing for adjustments to such rates in accordance

with accepted COPAS mcomﬁng pi_ro sedures, and iniﬁposing a 200% risk factor for the

isk assumed by the Applicant in d’rill’;in?, completing and equipping the well;

Boos
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.
’ﬁl’!calélcous dedication of production from the Wolfcamp

4. Approving the s

formation (North Shoe Bar Wolfé:at'nﬁ; Pool) from Applicant’s Chambers No. 1 well and
N =
its proposed Chambers No. 2 well; apd

P '
5. Making such o’eher and further provisions as the Division deems
appropriate . o
| MILLER, STRATVERT & TORGERSON, P.A.

7 7. Scom Hall
: Attorneys for Permian Resources, Inc.
Post Office Box 1986

Santa Fe, New Mexijco 87504-1986
(505) 989-9614
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RN PERMIAN RESOURCES, eI

October 3, 2002

Miriam P. Christopher Certified Mail, Return Receipt Requested

566 Willow Road #7001 1140 0002 8314 5681
Winnetka, Illinois 60093-4138

RE: Amended Waiver
Administrative Approval of Unorthodox Location
Chambers No. 2 Well
Section 7, T-16-S, R-36-E
Lea County, New Mexico

Dear Miriam:

Permian Resources, Inc. has filed with the New Mexico Qil Conservation Division an
Application seeking approval of, among other matters, Permian Resources’s request to
drill its Chambers No. 2 well at an unorthodox well location. A copy of that Application
is enclosed for your information. Permian Resources initially proposed to directionally
drill the Chambers No. 2 well from a surface location of 990 feet from the South line and
1,100 feet from the East line of Section 7 to a bottom hole location of 1,500 feet from the
East line and 1,350 feet from the South line in the NW/4 SE/4 of Section 7. In
connection with that original proposal, you were asked to execute a waiver of objections.

Based on further geological analysis, Permian Resources has determined that the well
should be directionally drilled from a new unorthodox surface location of 1,000 feet from
the South line and 1,100 feet from the East line of Section 7 to an unorthodox bottom

hole location of 950 feet from the South line and 1,500 feet from the East line in SW/4
SE/4 of Section 7.

If you have no objection to this amended location for the drilling of Permian’s proposed
Chambers No. 2 Well, please sign the enclosed Amended Waiver and return it to our
office in Midland, Texas in the enclosed self addressed stamped envelope.

Your cooperation is appreciation.

P.O. BOX 590 « MIDLAND, TEXAS 79702-0530
608 NORTH MAIN » MIDLAND, TEXAS 79701
PHONE (915) 685-0113 » FAX (915) 685-3621
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October 3, 2002

Sincerely,

¥

illiam L. Porter, CP
Land Manager

WLP/bmm
Enclosures



WAIVER

, hereby waives objection to the above referenced
Application of Unorthodox Location for Permian Resources Holdings, Inc. Chambers #2
well,

Date: By:
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STATE OF NEW MEXICO '
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES

OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION OF PERMIAN

RESOURCES, INC. TO AMEND THE COST RECOVERY PROVISIONS
OF COMPULSORY POOLING ORDER NO. R-11682

LEA COUNTY, NEW MEXICO CASENO. 12715

APPLICATION

PERMIAN RESOURCES, INC,, by its undersigned attorneys, Miller, Stratverto& -
Torgerson, P.A., (J. Scott Hall) hereby makes application pursuant to NMSA 1% T“
Section 70-2-17 (1995) for an order amending the c;ost recovery provisions of Order I\i‘g ”
R-11682 pooling all interests in the Wolfcamp formation, (North Shoe Bar Wolfcamp O—:i =
Pool) underlying the SE/4 of Section 7, Township 16 South, Ra‘nge 36 East, NMPM, Le»

County, New Mexico, forming 2 standard 160-acre spacing and proration unit. In support
thereof, Applicant would show the Division:

1. On October 30, 2001, pursuant to a hearing held on September 6, 2001

the Division issued Order No. R-11862 pooling certain uncommitted interests in the SE/4
of Section 7 preparatory to the drilling of Applicant’'s Chambers No. 2 well at a standard
location in the N/2 SE/4 of said Section 7 to a depth sufficient to test the Wolfcamp
formation (North Shoe Bar Wolfcamp OQil Pool), as well as the Strawn formation (Nerth
Shoe Bar Strawn Oil Pool).
The evidence at the hearing established that.Applicqnt owned or controlled 100
percent of the available working interest in the SE/4 of Section 7 and that Applicant
sought to pool only the remaining unleased mineral interests constituting a relatively

small percentage of the interests in the unit and owned primarily by foreign individuals
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Applicant demonstrated that it bad been unable to obtain leases or voluntary agreement
for pooling or farmout from those interest owners and the Division accordingly granted
Applicant’s raquest to pool those interests.

2. Subsequent to the hearing and the issuance of Order No. R-11682,
Applicant made the determination that it would be fsasible to test the Wolfcamp
formation by re-entering and re-completing the existing Chambers No. 1 well previously
drilled by Merit Energy Company located 555 feet from the South line and 2085 feet
from the East line in the SW/SE of Section 7 (Unit O). Applicant re-entered the
Chambers No. 1 well in December, 2001 and successfully re-completed the well as a

Wolfcamp producer that same month.

3. The evidence of well costs and drilling’ and producing supervision charges
presented at the September 6, 2001 heating on the ongmal Application are no longer
applicable, in part, to the costs incurred in connection wn:h the re-entry and re-completion
of the Chambers No. 1 well.

4, Applicant will present evidence of, amoﬁg other things, the actual costs
incurred in the re-entry and re-completion of the Chambers No. 1 well and the revised
drilling and supervision charges. Applicant will azlso present its proposal that will
provide the pooled interest owners the opporturity to-object to those costs and to tender
their proportionate share of well costs as they may elect. |

5. The amendment of Order No, R-11683 to provide for the revision of the
well cost provisions will promote the efficient and orderly development of the subject

lands, will protect the rights of the pooled interest ownérg, will serve to prevent waste and

is otherwise in the interests of conservation.

@ood
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WHEREFORE Applicant requests that this Aj:plicaﬁon be set for hearing before a
duly appointed examiner of the Oil Conservation Di%/is'ion on October 24, 2002 and that
after notice and hearing as required by law, the Divié’_io'p. enter its Order amending Order
No. R-11682 to include new provisions reflecting thci actnal costs for the re-entry and re-
completion of the Chambers No. 1 well, the adoption of such actal costs as reasonable
costs, and providing the pooled interest owners the é_:piaortuniiy to object to those costs

and tender their proportionate share of such costs aé they may elect, and making such

other provisions as may be proper.

MILLER, STRATVERT & TORGERSON, P.A.

- —
By 1 - ' S e "&\G-QD\
J. Scott Hall
Attorneys for Permian Resources, Inc.
Past Office Box 1986

Santa Fe, New Mexico 87504-1986
(505) 989-9614
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL QONSERVATION DIVISION

IN THE MATTER OF THE APRLICATION OF PERMIAN

RESQURCES, INC. FOR COMPULSORY POOLING,

UNORTHODOX WELL LOCA T[ON DESIGNATION

OF A SPECIAL PROJECT ARE , AND SIMULTANEOUS

DEDICATION, LEA COUNTY,, NEW MEX[CO CASE NO.

i- ‘ .
il B

N M

e

i

1

HE Y

I
1|

PERMIAN RESOURCES INC by its undarsxgned attorneys, Miller, Stratvert &

Torgerson, P.A., (J. Scott Hall) }mreby makes application pursnant to inter alig NMSA

<

1978 Section 70-2-17 (1995) for én order providing as follows: :"E
1.- For the compulsdry poohng of all mterests in the Strawn formauqn,

(Northeast Shoe Bar-Strawn Oil Pool), underlying thc S/2 SE/4 of Section 7, z

~J
2. The designation of an 80—acrc Special Project Area pursuant to Division

Rule 111 A(9) consisting of the syz SE/4 of Sectmn 7 for it directionally drilled well;

3. For an exception tb the tvell locational: requirements of Division Rule 104
for the drilling of its proposed Chhmbgrs No. 2 well at an unorthodox well location; and

4. For the shﬂﬁnébm %dedication of gprc‘Jduction from the Applicant's
Chambers No. 1 well and its propﬂsed Chambers No.::2 ‘well, both located in the SE/4 of
Section 7. ;' , |

In support thereof, Applid;m ywould show the Division:

L Applicant owns orsg é:ontsf"ols one-hundred percent of the available working
interests in and under the S/2 SE/J;;;qf éwﬁon 7,and has the right ta drill thereon.

2. Applicant has bee::zi unablc to obtain lesses or voluntary agreement for

pooling or farmout from certain 3t'her1mncra1 intcreét owners in the Strawn formation

underlying the S/2 SE/4 of said Seéﬁorf- 7.
Lo

!
H

¥

@ocs
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3, The Strawn form‘a.ifcioﬁ teserves that ave the target of Applicant’s proposed

well cannot be efficiently access%:ci frém a straight-hole well drilled at a standard location

on the S/2 SE/4 of Section 7.

o
’l

4. Applicant proposes te c,cdicate the pooled unit to its Chambers No. 2 well

10 be drilled from an unorthodopcrsmd

ace location 1600 feet from the South line and 1,

100 feet from the East line in thc SJ4 SE/4 of Séction 7 (Unit P) to an unorthodox

Strawn formation bottom hole locatmn 950 feet fcom the South line and 1,500 feet from

the East line in the SW/4 SI:/4 C(Jnn
Strawn formation (Northeast Shbe Ba

will first encounter the Strawn fénnaﬁ

‘ 1

t O) of Secuon 710 a depth sufficient to test the

r-Strawn 011 Pool). Applicant anticipates the well

on at g locstion approximately 1,000 feet from the

South line and 1025 feet from the Eaat line in the SE/4 SE/4 (Unit P) of Section 7, from

which point the well will be dJrecnonally drilled’ o the bottom hole location referenced

abave, ! r § '

PR
.‘, ;

5. The directional dnllm% of the wcll in this manner is the most efficient

mesans available to encounter and pr

underlie the S/2 SE/4 of Section 7

oduce the Strawn formation reserves belicved to

6. Applicant also propoqés to complcte the Chambers No. 2 well in the

Wolfcamp formation (North Shae Bar

that pool approximately 950 feat fcor

Section 7.

LR L
1:‘

7. Applicant opc.rai:és thz

Wolfcamp Oil Pool) at an unorthodox location for

n the Soutﬁ l.mc and 1500 feet from East line of

Chambers'No. 1 well (API No. 30-025-24617)

completed at a standard location lSS 5 frct from tha South line and 2085 feet from the East

line of Section 7 (Uit O) currentlg pr,:;ducmg from the Wolfcamp formation (North Shoe

@oo7
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Bar Wolfcamp Oil Pool). Appﬁﬁant proposes the simultaneous dedication of the

Wolfcamp formation to both the €
8.

ibers No, 1 andthe Chambers No. 2 well.

In order to pexmititht;: Applicant to ob;tain 1ts just and fair share of the oil

and gas underlying the subjecé lianﬁs. the mmeral interests should be pooled and

Applicant should be designated operamr of the well,

9. The pooling of i :ntgregts

and approval of the unorthodox well location will

afford the Applicant the oppbfrmli::ﬂ:y to producq: its just and equitable share of

hydrocarbons underlying the 5péé:in:g smit, will avoid the drilling of unnecessary wells,

will prevent waste and will protect c&pntlaﬁve rights.

WHEREFORE Applicant requq:sts that this Apphcauon be set for hearing before a

duly appointed examiner of the Oﬂ CﬁanservauOn Division on October 24, 2002 and that

after notice and hearing as rcquued k
follows: |
1. Authorizing the m;at;o
Division Rals 111 A(9) consisting of
2. Approving the unor;{théd

3. Pooling the S/2 SEM

y law, the Dmsmn enter its Order providing as

n of an 80-acre Special Project Area pursuant to

e following laxnds in Section 7: S/2 SE/4;

ox well locations;

of Section 7, including provisions designating

Applicant as Operator, and for Apphc

t to recover 5its costs of drilling, equipping and

completing the well, its cosis of g pervision whﬂe drilling and after completion,

including overhead charges and prowéhng for ad;usﬂnents to such rates in accordance

with accepted COPAS a.ccountmg -proucdurcs, and 1 nnposmg a 200% risk factor for the

risk assumed by the Applicant in ai'inflng, completing ;_md equipping the well;

@oos
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o
4. Approving the situltaneous dedication of production from the Wolfcamp

formation (North Shoe Bar Wolfcamp Pool) from Applicant’s Chambers No. 1 well and
Lo l’
its proposed Chambers No. 2 well; and

. "y N o

5. Making such other; and fiwther provisions as the Division deems
appropriate . '
MOLLER, STRATVERT & TORGERSON, P.4.

. —
AT
. J. Scott Hall

- Attorneys for Permian Resources, Inc.

Py Post Office Box 1986

' Santa Fe, New Mexico 87504-1986

(505) 989-9614 |
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