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ABOVE THIS LINE FOR DIVISION USE ONLY /O éaé é é’ W

NEW MEXICO OIL CONSERVATION DIVISION 3 S Z fﬁ#
H . fies *;’% , 6’/
- Engineering Bureau - & B ;, o2 Z
1220 South St. Francis Drive, Santa Fe, NM 87505 = 200722
ADMINISTRATIVE APPLICATION CHECKLIST
THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]

[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WEFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IP}-Injection Pressure Increase}

JEOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response}

1] TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simpultaneous Dedication
[] NsL [] Nsp D

Check One Only for [B] or {C]
[B] Commingling - Storage - Measurement
[ pHC [J ctB [J pLc [J pc [ oLs [ oM

IC) Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
[} wex [] pmMx [] swD [] 1pl [] EOR [] PPR

[D] Other: Specify

2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or 0 Does Not Apply
[A] ] Working, Royalty or Overriding Royalty Interest Owners

[B] Offset Operators, Leaseholders or Surface Owner
(C] [ 1 Application is One Which Requires Published Legal Notice

[D] [] Notification and/or Concurrent Approval by BLM or SLO

U.5. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] K? or all of the above, Proof of Notification or Publication is Attached, and/or,
[F] [ waivers are Attached

(3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

4] CERTIFICATlON I hereby certify that the information submitted with this application for administrative
alis accurate and complete to the best of my knowledge I also understand that no action will be taken on this

: Spatement must be completed by an individual with managerial and/or superwsory capacity.

) Kellahin & Kellahin 23/s9

'r e Signature WS—AW Date
706 Gonzales Rd. y4zpul.. &
Santa Fe, NM 8750address




Northwest Shelf Stratigraphic Chart
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¥ildcat Heasurement Service PB§ 06/25/00

P.0. Box 1836
Artesia, Hew Hexico 88211-1836
Tollfree §848-421-4453 Run o, 261213-02
Office #505-746-3481 Date Ron 12/13/2006
“fuality and Service is our First Concern® Date Sampled 12/09/2006
hnalysis for: PABALLEL PETROLROM CORPORATICK GPANGL, 162
¥ell Bame: FORESO 152%-16 STATE “B" 1
Fisld: Prodacer: PARALLRL PEYROLEON CORD.
§ta. Rumber: Conaty: CRAVES State: BH
Purpose: 3POT Sampled By: A.J.G.
Saapling Yemp: 22.0 DRG P Ataos Temp: DEG 7
Voluse/day: 1925 HCP/DAY Fornation:
Pressure on Cylinder: 60.0  PSIG Ling Pressurs: 73,2 P8IA
GAS COMPONERY ANALYSIS Pressure Base: 14.7300
Hol § 6PU Real B2V Dry: 1078.92

feal BYG deb: 1660.14
Beal Cale. Specific Gravity: 0.6732
Fiold Seecific Gravity:  0.0000

Carboa Dioxide (02 4.323%
Standard Pressure: 14.6360
Nitrogen 12 6.6728 70 Dry: 1073.62
: BY0 Wet: 10584.94

Nethane s} 85.%476

Ethane 2 5.6524 1.5108

Propane €3 1.92%9 8.5314 1 Pactor:  0.99%4

Iso-Butane 104 0.2812 0.097¢0 ¥ Valse: 1.2948

For-Butane i 0.4872 0.1536 Avg ¥ol Height: 19,4551

Iso-Pentane 105 8.160% 0.0588 hvg CuPt/Gal: 87.1122

Hor-Pentane CH #1404 0.0508 28 b Product; 0.4332
Yethanes GPN: - 17,1358

Rexanes Plus  Ch+ 0.3834 0.1873 Bthametr GPM: 17,5647
Propane+ OPH; 1.0538

Butane+ GPH:  0.522§

Pentanes GPH:  0.2768

T07AL 100.0000 2.5647

RENARKS:

Approved by: DON ROBHAR
Wed Dec 13 10:13:35 2006




Company: Bold Energy Sample: 6Bm| un- Host Plug
Well: Delilah State No. 1 Depth, feet: 4385.60| stressed| na_ | na
Field: Runyan Ranch Kiinkenberg Permeability, md: | 0.005 - -
Formation: Wolfcamp Permeability to Air, md: 0.019 - -
Location:  Eddy County, New Mexico Swanson Permeability, md: 0.00001 - -
File: HOU-060947 Porosity, fraction: 0.013 - -

maximum Sb/Pc¢, fraction: 0.00003

R35, microns: £.00583

R5Q (median pore throat radius): £.00469

Pore Throat Radius, microns

PORE THROAT SIZE HISTOGRAM

Size

Classifications:

macro

meso

micro

i i | [} i
03 04 05 06 07

Mercury Saturation, fraction (frequency)

0.8

[ t

0.9

Core Laboratories



KELLAHIN & KELLAHIN
Attorney at Law

W. THOMAS KELLAHIN TELEPHONE 505-982-4285
706 GONZALES ROAD FACSIMILE 505-982-2047
SANTA FE, NEw MEXIco 87501 TKELLAHIN@COMCAST.NET

August 17, 2007

HAND DELIVERED

Mr. Mark Fesmire, P.E., Director
01l Conservation Division

1220 South Saint Francis Drive
Santa Fe, New Mexico 87505

Re:

Dear Ms. Fesmire:

Administrative Application of Parallel Petroleum Corporation
for authorization to simultaneously dedicate

a standard gas spacing and proration unit in the -2
Wolfcamp formation to two horizontal wellbores, % ‘ ?j
including an exception to the well density requirement =2 \ag
of Division Rule 104.D, Chaves County, New Mexico v
S/2 Section 16, T15S, R25E e

Swale 1525-1_6 State Well No. 1 and 2

On behalf of Parallel Petroleum Corporation, please find enclosed our

referenced administrative application.

CcC:

Parallel Petroleum Corporation
Attn: Mike Gray
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NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[PHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-PoollLease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
IWFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion}
[SWD-Salt Water Disposal] [iP)-Injection Pressure Increase]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

{13 TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Sifpultaneous Dedication
] NsL [] Nsp D

Check One Only for [B] or [C]

{B] Commingling - Storage - Measurement
(1 poHC [J crB [0 pec ] pc [ oLs [J oM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
[1 wex [] pmMx [J swp [J 11 [J EOR [ PPR

D] Other: Specify

(2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or 0 Does Not Apply
[A] ] Workmg, Royalty or Overriding Royalty Interest Owners

[B] (ffset Operators, Leaseholders or Surface Owner
[C] [ Application is One Which Requires Published Legal Notice

[D] [[]1 Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] %or all of the above, Proof of Notification or Publication is Attached, and/or,
[F1 ] Waivers are Attached

{3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

141 CERTIFICATION I hereby- certify that the information submitted with this apphcatlon for admmlstratlve

Keliahin & Kellahin 32l

Signature AﬁOTﬂBY?AtﬂE?W Date

706 Gonzales RA. yguhind. @cc wc 0:7. 00T
Santa Fe, NM 8750 ddress




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

IN THE MATTER OF THE ADMINISTRATIVE APPLICATION
OF PARALLEL PETROLEUM CORPORATION FOR
AUTHORIZATION TO SIMULTANEOUSLY DEDICATED

A STANDARD SPACING AND PRORATION UNIT IN THE
WOLFCAMP FORMATION TO TWO HORIZONTAL WELLS
INCLUDING AN EXEMPTION TO THE WELL DENSITY
REQUIREMENT OF RULE 104.D,

CHAVES COUNTY, NEW MEXICO.

ADMINISTRATIVE APPLICATION

Parallel Petroleum Corporation ("Parallel”) by its attorneys, Kellahin &
Kellahin, seeks approval to simultaneously dedicate a standard gas spacing and
proration unit in the Wolfcamp formation to two horizontal wellbores including
an exemption to the well density requirements of Rule 104.D, Chaves County,
New Mexico. Applicant seeks authorization to dedicate a standard 320-acre
spacing and proration unit compriséd of the S/2 of Section 16, Township 15
South, Range 25East, Chaves County, New Mexico in the Wolfcamp formation to
the following two wells: B

(a) The Swale 1525-16 State Well No 2 (API #3000563924) to be drilled
at an unorthodox surface location 760 feet FSL and 190 feet FWL (Unit M) and
then to penetrate the Wolfcamp formation within the standard producing area
window at a standard subsurface location approximately 660 feet FWL and 760
feet FSL (Unit M) and then drilled horizontally in an easterly direction staying
within the producing area not less than 660 feet from each of the end and side
boundaries of this spacing unit and ending at a standard bottom hole location 760
feet FSL and 660 feet FEL

(b) The Swale 1525-16 State Well No. 1 (API #3000563886) that has been
drilled at an unorthodox surface location 1880 feet FSL and 208 feet FWL (Unit
L) and penetrated the Wolfcamp formation within the standard producing area
window at a standard subsurface location approximately 660 feet FWL and 660
feet FSL (Unit L) and then was drilled horizontally in an easterly direction staying
within the producing area not less than 660 feet from each of the end and side
boundaries of this spacing unit and ending at a standard bottom hole location 1880
feet FSL and 660 feet FEL o



In support of its application, Paralle] states:

(1) Parallel is the current operator of the Swale 1525-16 State Well No. 1
(API #3000563886) that has been drilled and completed as a horizontal
well in the N/2S/2 of Section 16, T15S, R25E. See Exhibit “A” attached

(2) Parallel has obtained approval of its APD to drill second horizontal well
in the S/2S5/2 of Section 16, T15S, R25E being the Swale 1525-16 Well
No. 2 (API#3000563924). See Exhibit “B” attached

(3) Division Rule 111 provides for the rules and regulations of the drilling of
directional wells and by definition includes “horizontal” wells but
apparently does not limited the number of horizontal wells that can be
drilled within a Project Area. Instead Rule 111 refers to a project area “that
is enclosed by the outer boundaries of a spacing unit or a combination of
complete spacing units,” and incorporates by reference Rule 104 to define
a “spacing unit”

(4) Division Rule 104.C (2) allows two wells in a 320-acre spacing unit with
each well located in a different 160-tract of the 320-acre spacing unit. This
rule appears not to specifically address horizontal wells.

(5) Division Rule 104.D (3) States: “number of wells per spacing unit.
Exceptions to the provisions of statewide rules or special pool orders
concerning the number of wells allowed per spacing unit may be permitted
by the Director only after notice and opportunity for hearing. Notice shall
be given to those “affected parsons” defined by Rule 1207.A (2).”

(6) The Division Legal Examiner, David K. Brooks, has advised the notice
for this type of case, “affected parties” are: (a) all each operator of an
adjoining and offsetting 320-acre drilled or undrilled spacing units (direct
or diagonal offsets) (b) if undrilled, then to the working interest owners
and unleased mineral owners, (c) if applicant is also the offsetting
operator, then to its working interest owners, (d) if applicant is the
offsetting operator and the only working interest owners, then to its
lessors, (e) if the offsetting section has no spacing unit, then the applicant
and presume the orientation closest to the subject spacing unit.

Page 2



(7) Parallel has provided written notice of hearing to all “affected parties,
including those listed on the attached located map and index. Exhibit “C”
and the notice letter attached as Exhibit “D?”

(8) Parallel’s enclosed exhibits demonstrate that because of the low
permeability of the Wolfcamp formation in this area:

a.

the actual area being depleted by the first horizontal well is
generally limited to the north half of this spacing unit, being the
N/2S/4 of Section 16, and it not effectively recovery either the gas
underlying the S/2 of Section 16 or adversely affecting the
correlative rights of the offsetting interest owners.

A second horizontal well is needed by the south half of this spacing
unit, being the S/2S/2 of Section 16, in order to provide a
opportunity to recovery gas that might otherwise not be recovered
under the S/2 of Section 16 and in doing so will not adversely
affect the correlative rights of the offsetting interest owners.

(9) Exhibit “E” 1s a written summary prepare by Parallel’s petroleum
geologist and petroleum engineer with supporting exhibits:

(a) paleogeography of the Permian basin---see Exhibit “F”

(b) NW shelf stratigraphic chart---see Exhibit G

(c) Cross Section & Trap Diagram---see Exhibit H

(d) Alysheba No. 1-Map View—see Exhibit I

(e) Alysheba No. Stage 2-Map View—Exhibit J

(f) Conclusions—Exhibit K

(g) Gas Analysis from Foreso 152506 State E-1 well,see Exhibit L
(h) Pore Throat Size Histogram—see Exhibit M

(i) Three well cross-section (Large display)—see Exhibit N

(10) These exhibit are basically the same data presented to the Division’s at a
meeting on February 13, 2007 attended by members of the industry and the
Division Chief Engineer, Richard Ezeanyim, and Division’s attorney, David

K. Brooks.

(11) Approval of this application will not impair the correlative rights of any
other interest owner in the area and will afford Parallel the opportunity to
utilize two horizontal wells to produce the Wolfcamp formation gas reserves
from this GPU.

-Page 3-



(12) Approval of this application will be in the best interests of conversations,
the prevention of waste and the protection of correlative rights.

WHEREFORE, Paralle] Petroleum Corporation requests that this the Oil
Conservation Division enter its order granting an exception to the well density
requirements of Rule 104.B and authorize the simultaneous dedication of two
horizontal wells within this spacing unit.

LAHIN & KELLAHIN
706 Gonzales Road
Santa Fe, New Mexico 87501
(505) 982-4285

-Page 4-



Form C-102

Ravised October 12, 2005

t to Appropriate District Office
State Lease ~ 4 Copies
Fee Lonse ~ 8 Copies

G

State of New Mexic v
N,

. uﬂp’mm Bom%

DISTRICT 1
1301 W. Grand Avenue,

OIL CONSERVATION DIRiS 10N .- 8
i 1220 South St. Franges 6’9‘?&,@% 1

1000 R Brasos B, Asto, 04 #7650 Senta Fe, NM 8 - g " N
0

o

0O AMENDED REPORT
1220 8. Bt. Prancls Dr., Santa Fs, NM 870808

WELL LOCATION AND ACREAGE DEDICA

API Number Pool Code Pool Name
9158 Wi (dear, (ktfeamp
Property Code Property Name 7 Well Number
SWALE 1525-16 STATE 1
OGRID No. Operator Name Elevation
PARALLEL PETROLEUM CORPORATION 3501
Surface Location
UL or lot No, Bection Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
L 16 15 S 25 E 1880’ SOUTH 208’ WEST CHAVES
. Bottom Hole Location If Different From Surface
UL or Jot No. | BSection | Township Range Lot I1dn Peet from the | North/South line Feet from the East/West line County
I 16 15 S 25 E 1880’ SOUTH 660 EAST CHAVES
Dedicated Acres | Joint or Infill Consolidation Code Order No.

320

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A
NON—-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

NOTE:

1) Plane Coordinates shown hereon are Transverse OPERATOR CERTIFICATION
Mercator Grid and Conform to the "New Mexico 1 Mraby oertify the tha infermation contained herein (s i and complets o
Coordinote System”, New Mexico Eost Zone, North the best of my knewirsge ond beiief, end [Aal this wrgenisation vither swms o
American Datum of 1927, Distances shown herson are werking intrrest or unlsased winersd dntrrestin the losd inchuding the proposed
mean horizontal surface values. Dottom Aele lecotion or Aat o right tv drill iy weil &l thls Iscation pursuant to

o controc! with on owner of nuch o minered or working taferert, or b @
weluntary proling ogreement or & cemspulsory pesking srder Aerciofers enlered by
the division

/227 -6
ure . Date
Zon & il
FPrinted Name //?
5’,04/// ‘Z/ﬂ/ 77 f//’—r.
—Producing df? .
Area
1 :7 16 SURVEYOR CERTIFICATION
, i honiebenie O [ g — I hereby certify that the well location shown
208 660 X J | o this plat was plotted from fistd notex of
(SL) N N~ ‘}550 actual surveys made by me or wunder my
Y supervison and that the some is true and
(PP) (BHL I correct io the best of my belief
T -
N - o |
2 |3 2
i - | October 12, 2006
l Date of Survey o .KMT
- —\PToj—ect - - - Signature & Seal.of Professional Surveypr
Area A
~Coordinate Table
Description Plane Coordinate g : ’
Swale 1525-16 State #1 X = 467 579.7 ) W\—\\ '
Surface Location Y = 732,271.0 ’
Swale 1525-16 State #i|_ X = 463,031.5 '
Penetration Point Y = 752,276.2 | -
Swale 1525-16 Stote #1 X = 466,997.: W.0. Num. 2006 140-02
Bottom Hole Location Y= 722,322, Certificate No. MACON McDONALD 12185




. DISTRICT 1
“ 1625 N, Fremch Dr., Hobbs, NN 83240

DISTRICT 11
1301 W, Grand Avanue, Artasia, NM 38210

DISYRICT I

1000 Rio Bresos M., Astec, NM 37410

RISTRICT XY
1220 8. 8t. Francis Dr,, Sants

State of New Mexico
Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Frances Dr.
Santa Fe, NM 87505

Form C-102

Revised October 12, 2005

Submit to Appropriate District Office
State Lease — 4 Coples

Fee lease - 3 Copies

3 AMENDED REPORT

Po, NM 37500
WELL LOCATION AND ACREAGE DEDICATION PLAT
APl Number Pool Code Pool Name
97489 Luifdeatr . (Woffoamp
Property Code Property Name “ ¢ Well Number
SWALE 1525-16 STATE 2
OGRID No. Oporator Name Eevation
PARALLEL PETROLEUM CORPORATION 3498’
Surface Location
UL or lot No. | Section | Township Range Lot Idn Feot from the | North/South line Feet from the East/Wost line County
M 16 15 S 25 E 760 SOUTH 190 WEST CHAVES
Bottom Hole Location If Different From Surface
UL or lot No, | Section | Township lhngo’ Lot Ydn Feot from the | North/South line | Feet from the Eact/West lne County
P 16 15 S 25 E 760 SOUTH 660 EAST CHAVES
Dedicated Acres | Joint or Infill Consolidation Code Order No.
Re

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A

NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

NOTE:

Americon Datum of 1927.

mean horizontal surface

1) Plane Coordinotes shown hereon are Transverse
Mercator Grid and Conforrn to the "New Mexico
Coordinate System”, New Mexico East Zone, North

, Distances shown hereon ore
values.

Descr

[} =]
ajujnjuin]e
by

OPERATOR CERTIFICATION

1 harsby oertify the the infurmalion cvnteined herrin 3 true end complate b
e berd of my bnewisdgs and bobia], med thad Dix erparsisation wither oo &
werking intorar} or wloased wainera! inlerisbin e lend dncluding ihe properss
Dottom Mol localion or ket « right o drill iy well af ihis lecson pursuant [
& oombmct wilh #x ewner of such & swineral or werking dnterasl, v o &
Mpﬁ,mw-wﬂmmmmwmu

%/Z Fro?

Signature Dute

vah & ﬂﬂ"

Printed Name

Producing
Areu

SURVEYOR CERTIFICATION
I hearedy osrilfy that ths well locotion shoumn
on this plat was plotted from fleld notes of
made
supervison and that the same iy trus and
correct to the best of my belief

actugl surveys by ms or wunder my

QOctober 1 2 2006

180’
660
lr‘%su—

Date of Survey

. KMT
Signature & S_f:nl of Profeasional Suﬁeyor

Wwo. qu 2006 1003

Certificate No. 12155

,,,,,,,,,
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Parallel Petrolenm Corporation’s Notice List
For Swale 1525-16 State Com Wells No. 1 and 2

Tract 1: N/2 of Sec 15 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(c) CMVW Interests, Inc.

Tract 2: S/2 of Sec 15 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 3: N/2 of Sec 16 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 4: N/2 of Sec 17 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(d) CMW Interests, Inc. (W/2E/2)
(e) Egler Exploration, Inc.(W/2E/2)

Tract 5: S/2 of Sec 17 (Drilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(c) CMW Interests, Inc. (W/2E/2)
(d) Egler Exploration, Inc. (W/2E/2)

Tract 6: N/2 of Sec 20 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 7: N/2 of Sec 21 (Undrilled)
a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tracts 8: N/2 of Sec 22 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(c) CMW Interests, Inc. (E/2NE/4)
(d) Elger Exploration, Inc. (E/2NE/4)
(e) Unleased mineral interest owners:
a. A. Gayle Hudgens. a single woman
P.O. Box 25561
Dallas, TX 75225



b. Sacramento Partners Limited Partnership
105 South Fourth Street
Artesia. NM 88210

c. Spiral, Inc.
P.O. Box 1933
(address)

e. Sharbro O1il Ltd. Co.
P.O. Box 829
Artesia, NM 88211

f. Southwest Resources, Inc.
1111 West Country Club Road
Roswell, NM 88201

g. Lobos Energy Partners, LLC
3817 NW Expressway, Suite 950
Oklahoma City, OK 73112

h. Estate of W. E. Flint, dec.
Dona Ana County, NM PC #5171
Elaine B. Flint, widow and exec.
2125 Thomas Dr.
Las Cruces, NM 88001

i. Margaret Louise Doyle & John Steven Doyle,
3747 - 66 Campana South
Oceanside, CA 92054

J- Martin Yates I1I
c/o Myco Industties, Inc. P. o. Box 840
Artesia NM 88211



KELLAHIN & KELLAHIN
Attorney at Law
W. THOMAS KELLAHIN

708 GONZALES ROAD
SANTA FE, NEW MEXIco 87501

TELEPHONE 505-982-4285
FACSIMILE 5059822047
TKELLAHIN@COMCAST.NET

August 17, 2007
CERTIFIED MAIL-RETURN RECEIPT REQUESTED

NOTICE OF THE FOLLOWING NEW MEXICO OIL CONSERVATION
DIVISION ADMINISTRATIVE CASE:

OFFSETTING INTEREST OWNERS:

Re:  Administrative Application of Parallel Petroleum Corporation
for authorization to simultaneously dedicate
a standard gas spacing and proration unit in the
Wolfcamp formation to two horizontal wellbores,
including an exemption to the well density requirements
of Rule 104.D, Chaves County, New Mexico

Dear interest owner:

On behalf of Parallel Petroleum Corporation please find enclosed a copy of
its referenced administrative application. This notice is based upon records that
indicate that you have an interest in adjoining and offsetting tracts and are parties
affected by this application

If you have no objection, then there is nothing for you to do. If you are
willing to waiver objection, please sign this letter as indicated and return it to me.
However, should you have any objection to the Division approving this
application, then it will be necessary for you to file a written objection with the
New Mexico Oil Conservation Division, 1220 South Saint Francis Drive, Santa
Fe, New Mexico 87505 within twenty (20) days of the date of this letter. Failure
to file a timely objection will preclude you from objecting at a later date.

pytfuly yours,

WAIVER OF OBJECTION:

By: with authority for
and on behalf of
Date:




Wolfcamp Reservoir Development

Section 16, T15S, R25E

Chaves Co., New Mexico
Case # 13965

This Wolfcamp gas reservoir is interpreted as the sabkha shelf model along the Northwest
carbonate platform. The Wolfcamp reservoir is contained within the restricted lagoon-platform
facies belt where dolomitization and fracturing has occurred to enhance the porosity and in deep
cnough water so that cvaporates are not prevalent to occlude porosity. Up-dip, north to northwest
of the reservoir arc terrestrial deposits which do include evaporates that cement the porosity and
act as a seal for the: Wolfcamp stratigraphic trap. Down-dip, south to southeast, of the
dolomitized Wolfcamp reservoir facies belt are tight limestones that do not contain the reservoir
development.

There are three alternating depositional cycles. The matrix porosity is comprised of a
dolomitized fusulinid wackestone-packstone overlain by a burrowed lime mud overlain by a
lagoonal shale which is the maximum flooding event. The reservoir also contains natural
fractures. The principal maximum stress direction is predominantly north-south. The formation
dips to the east-southcast at 1 degree. 'The average gross thickness of the Wolfcamp varies from
25’-50” with an average net thickness of a few feet to 25°and an average porosity less than 8%.

Planned spacing between horizontal laterals in the south-half of section 16 is 1160,

The Swale 1525-16 State #1 has been drilled in the north-half of the south-half and actual
footages for the penetration point and total depth within the Wolfcamp pay are:

Surface Location @ 1880° FSL and 208* FWL, Section 16, T15S, R25E

Penetration Point @ 5183° measured depth, 1850° FSI, and 751* FWL

Bottom-Hole Location @ 8924° measured depth, 1906’ FSL and 790’ FEL

Perforations are from top perf at 5290” measured depth to bottom perf at 8822’ measured depth.
The Swale 1525-16 State #2 will be in the south-half of the south-half, and planned surface,
penetration point and total depth arc:

Surface Location @ 760’ FSL and 190’ FWL, Section 16, T15S, R25E

Penetration Point @ 760’ FSL and 660’ FWL,, Bottom-Hole Location @ 760’ FSI. and 660° FEL

Recommended fracture half-lengths for this formation in the area are 1,100” in order to drain 160
acres. This would require 4 horizontal wells in parallel to drain a 640-acre section. This 1,100°
fractured half-length yields an approximate proppant-fractured half-length of 500-600” and an
cffective producible half-length of 300-400°. Microseismic monitoring data from wells in the area
fractured using Paralle]l Petroleum’s preferred stimulation method show a fractured half-length of
900’ and therefore the estimated producible half-length estimate is shorter than the recommended
300-400°. An optimistic estimate of 300’ producible half-length of both the Swale #1 and the
Swale #2 would create an unproductive interval along the length of and between the laterals of
560°.

In conclusion, given: low permeability of the dolomite (< .01 - .02 md), small net pay interval (<
20" in section 16) and low porosity of the interval (< 3% - 9% - ~ 7% in section 16), the

Wolfcamp formation should be produced using 2 parallel horizontal wells per 320-acre unit to
cfficiently drain the unit.




WOLFCAMPIAN (PERMIAN) PALEOGEOGRAPHY
OF THE PERMIAN BASIN
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Northwest Shelf Stratigraphic Chart

Age Unit Name HC's | Approx. Depth
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¥ildcat Heasurepent Service PDS 06/25/00

P.0. Box 1836
Artesia, few Mexico 88211-1836
TollPree §888-421-9453 Run Fo. 261213-02
Office #505-746-3481 Date Run 12/13/2006
"Quality and Service is our First Concern® Date Sampled 12/09/2006
Analysis for: PARALLEL PETROLEUM CORPORATION GPANGE, 162
¥ell Hane: PORESO 1525-16 STATE "B" #1
Field: Producer: PARALLRL PRTROLEUM CORP.
Sta. Bumber; County: CHAVES State: BY
Purpose: $POT Sampled By: A.J.G.
Sampling Yeap; 22.0 DEG ¥ Atmos Temp: IEG 7
Volune/day: 1925 HCP/DAY Foraation:
Pressure on Cylinder: 60.0  PSIG Line Pressure: 73.2  PSIA
GAS COKPOEERT ARALYSIS Presaure Base: 14,7308
Nol GPY Real BYU Dry: 1078.92

feal BRU Web: 1060.14
Beal Cale. Specific Gravity: 0.6732
Field Specific Gravity: 0.0000

Carhon Dicxide (02 §.3215
Standard Pressure: 14.6%60
Ritrogen LM 0.6738 BY0 Dry: 1073.62
B0 Wet: 1084.94

Hethane i} 85.9676

Ethane €2 5.6524 1.5108

Propang £3 1.9299 0.5344 3 factor:  0.99%4

Iso-Butane 104 0.2812 0.0020 ¥ Value: 1.2948

For-Butane Bt §.4872 0.1536 Avg Mol Height: 19,4551

Iso-Pentane 165 0.1606 0.0588 Avg CuPt/Gal: 57.1122

Hor-Pentane RS 0.1404 0.0508 18 b Product: 0.4332
¥ethane+ GPM: 17,1358

Rexanes Plus 6+ §.3034 0.1573 Bthanes GPH:  2.5647
Propane+ GPM: 1.0538

Butane+ GPH:  0.5225

Pentanse GPH:  0.276%

T0TAL 100.0000 1.5647

REMARKS:

Approved by: DON RORKAR
Hed Dec 13 10:13:35 2006




Company:
Well:
Field:
Formation:
Location:
File:

Pore Throat Radius, microns

Bold Energy
Delilah State No. 1
Runyan Ranch
Wolfcamp

Eddy County, New Mexico
HOU-060947

Sample: 6Bm| un- Host Plug

Depth, feet: 4385.60] stressed na | na
Klinkenberg Permeability, md: | 0.005 . -
Permeability to Air, md: 0.019 - -
Swanson Permeability, md: 0.00001 - -
Porosity, fraction: 0.013 - -
maximum Sb/Pc, fraction: €.00003

R35, microns: 0.00583

R50 (median pore throat radius): 0.00469

PORE THROAT SIZE HISTOGRAM

Size

macro

meso

micro

1 s T T ] !
03 04 05 06 07

Mercury Saturation, fraction (frequency)

0.8

e

Core Laboratories



W. THOMAS KELLAHIN
706 GONZALES ROAD
SANTA FE, NEW MEXIco 87501

KELLAHIN & KELLAHIN
Attorney at Law

August 17, 2007

HAND DELIVERED

Mr. Mark Fesmire, P.E., Director
Oil Conservation Division

1220 South Saint Francis Drive
Santa Fe, New Mexico 87505

Re:

Administrative Application of Parallel Petroleum Corporation '
for authorization to simultaneously dedicate

a standard gas spacing and proration unit in the

Wolfcamp formation to two horizontal wellbores,

including an exception to the well density requirement

of Division Rule 104.D, Chaves County, New Mexico

S/2 Section 16, T15S, R25E

Swale 1525-16 State Well No. 1 and 2

Dear Ms. Fesmire:

On behalf of Parallel Petroleum Corporation, please find enclosed our

referenced administrative application.

CC.

Parallel Petroleum Corporation
Attn: Mike Gray

TELEPHONE 505-982-4285
FACSIMILE 505-982-2047
TKELLAHIN@COMCAST.NET
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TYPE APP NO.

DATEIN SUSPENSE l ENGINEER t LOGGED IN

ABQVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
INSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
IWFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]}
[SWD-Salt Water Disposal] [IPl-Injection Pressure Increase]
[EOR-Qualified Enhanced OQil Recovery Certification] [PPR-Positive Production Response]

[1] TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit 2 Sigpultaneous Dedication
[] NSL [] NSp D

Check One Ouly for [B] or [C]
[B] Commingling - Storage - Measurement
d oHc [J ctB [J pc [ pc [J oLs [] oM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
1 wex [1 pmMx [] swb [] et [] EOR [] PPR

[D] Other: Specify

[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or 0 Does Not Apply
[A] ] Working, Royalty or Overridin g Royalty Interest Owners

(B] {ffset Operators, Leaseholders or Surface Owner
[l ] Application is One Which Requires Published Legal Notice

[D] [] Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] KFor all of the above, Proof of Notification or Publication is Attached, and/or,
[F] L] Waivers are Attached

(3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
' OF APPLICATION INDICATED ABOVE.

14] CERTIFICATION I 'hereby certify that the information submitted with this application for administrative
alds accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
huntjl the required information and notifications are submitted to the Division.

_ Kellahm & Kellahm 138// , /o ;

706 Gonzales RA. yguhiad.. @co we 7. a6
Santa Fe, NM 878 Maddress

EL——

PHTTOr Type Name




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

IN THE MATTER OF THE ADMINISTRATIVE APPLICATION
OF PARALLEL PETROLEUM CORPORATION FOR
AUTHORIZATION TO SIMULTANEOUSLY DEDICATED

A STANDARD SPACING AND PRORATION UNIT IN THE
WOLFCAMP FORMATION TO TWO HORIZONTAL WELLS
INCLUDING AN EXEMPTION TO THE WELL DENSITY
REQUIREMENT OF RULE 104.D,

CHAVES COUNTY, NEW MEXICO.

ADMINISTRATIVE APPLICATION

Paralle] Petroleum Corporation ("Parallel”) by its attorneys, Kellahin &
Kellahin, seeks approval to simultaneously dedicate a standard gas spacing and
proration unit in the Wolfcamp formation to two horizontal wellbores including
an exemption to the well density requirements of Rule 104.D, Chaves County,
New Mexico. Applicant seeks authorization to dedicate a standard 320-acre
spacing and proration unit comprised of the S/2 of Section 16, Township 15
South, Range 25East, Chaves County, New Mexico in the Wolfcamp formation to
the following two wells: B

(a) The Swale 1525-16 State Well No 2 (API #3000563924) to be drilled
at an unorthodox surface location 760 feet FSL and 190 feet FWL (Unit M) and
then to penetrate the Wolfcamp formation within the standard producing area
window at a standard subsurface location approximately 660 feet FWL and 760
feet FSL (Unit M) and then drilled horizontally in an easterly direction staying
within the producing area not less than 660 feet from each of the end and side
boundaries of this spacing unit and ending at a standard bottom hole location 760
feet FSL and 660 feet FEL

(b) The Swale 1525-16 State Well No. 1 (API #3000563886) that has been
drilled at an unorthodox surface location 1880 feet FSL and 208 feet FWL (Unit
L) and penetrated the Wolfcamp formation within the standard producing area
window at a standard subsurface location approximately 660 feet FWL and 660
feet FSL (Unit L) and then was drilled horizontally in an easterly direction staying
within the producing area not less than 660 feet from each of the end and side
boundaries of this spacing unit and ending at a standard bottom hole location 1880
feet FSL and 660 feet FEL I



In support of its application, Parallel states:

(1) Parallel is the current operator of the Swale 1525-16 State Well No. 1
(API #3000563886) that has been drilled and completed as a horizontal
well in the N/2S/2 of Section 16, T15S, R25E. See Exhibit “A” attached

(2) Parallel has obtained approval of its APD to drill second horizontal well
in the S/2S/2 of Section 16, T15S, R25E being the Swale 1525-16 Well
No. 2 (API #3000563924). See Exhibit “B” attached

(3) Division Rule 111 provides for the rules and regulations of the drilling of
directional wells and by definition includes “horizontal” wells but
apparently does not limited the number of horizontal wells that can be
drilled within a Project Area. Instead Rule 111 refers to a project area “that
is enclosed by the outer boundaries of a spacing unit or a combination of
complete spacing units,” and incorporates by reference Rule 104 to define
a “spacing unit”

(4) Division Rule 104.C (2) allows two wells in a 320-acre spacing unit with
each well located in a different 160-tract of the 320-acre spacing unit. This
rule appears not to specifically address horizontal wells.

(5) Division Rule 104.D (3) States: “number of wells per spacing unit.
Exceptions to the provisions of statewide rules or special pool orders
concerning the number of wells allowed per spacing unit may be permitted
by the Director only after notice and opportunity for hearing. Notice shall
be given to those “affected parsons” defined by Rule 1207.A (2).”

(6) The Division Legal Examiner, David K. Brooks, has advised the notice
for this type of case, “affected parties” are: (a) all each operator of an
adjoining and offsetting 320-acre drilled or undrilled spacing units (direct
or diagonal offsets) (b) if undrilled, then to the working interest owners
and unleased mineral owners, (c¢) if applicant is also the offsetting
operator, then to its working interest owners, (d) if applicant is the
offsetting operator and the only working interest owners, then to its
lessors, () if the offsetting section has no spacing unit, then the applicant
and presume the orientation closest to the subject spacing unit.
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(7) Parallel has provided written notice of hearing to all “affected parties,
including those listed on the attached located map and index. Exhibit “C”
and the notice letter attached as Exhibit “D”

(8) Parallel’s enclosed exhibits demonstrate that because of the low
permeability of the Wolfcamp formation in this area:

a.

the actual area being depleted by the first horizontal well is
generally limited to the north half of this spacing unit, being the
N/2S/4 of Section 16, and it not effectively recovery either the gas
underlying the S/2 of Section 16 or adversely affecting the
correlative rights of the offsetting interest owners.

A second horizontal well is needed by the south half of this spacing
unit, being the S/2S/2 of Section 16, in order to provide a
opportunity to recovery gas that might otherwise not be recovered
under the S/2 of Section 16 and in doing so will not adversely
affect the correlative rights of the offsetting interest owners.

(9) Exhibit “E” is a written summary prepare by Parallel’s petroleum
geologist and petroleum engineer with supporting exhibits:

(a) paleogeography of the Permian basin---see Exhibit “F”

(b) NW shelf stratigraphic chart---see Exhibit G

(c) Cross Section & Trap Diagram---see Exhibit H

(d) Alysheba No. 1-Map View—see Exhibit I

(e) Alysheba No. Stage 2-Map View—Exhibit J

(f) Conclusions—Exhibit K

(g) Gas Analysis from Foreso 152506 State E-1 well,see Exhibit L
(h) Pore Throat Size Histogram—see Exhibit M

(i) Three well cross-section (Large display)—see Exhibit N

(10) These exhibit are basically the same data presented to the Division’s at a
meeting on February 13, 2007 attended by members of the industry and the
Division Chief Engineer, Richard Ezeanyim, and Division’s attorney, David

K. Brooks.

(11) Approval of this application will not impair the correlative rights of any
other interest owner in the area and will afford Parallel the opportunity to
utilize two horizontal wells to produce the Wolfcamp formation gas reserves
from this GPU.
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(12) Approval of this application will be in the best interests of conversations,
the prevention of waste and the protection of correlative rights.

WHEREFORE, Parallel Petroleum Corporation requests that this the Oil
Conservation Division enter its order granting an exception to the well density
requirements of Rule 104.B and authorize the simultaneous dedication of two
horizontal wells within this spacing unit.

LAHIN & KELLAHIN
706 Gonzales Road
Santa Fe, New Mexico 87501
(505) 982-4285
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t to Appropriate District Office
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Foe Lease — 3 Copies

EIRICT I State of New Mexic q,
'"f{".', =ach Dr., nf“”%m Energy, Minerals & Natural Resource ‘Dapnrt.ment ’
RISTRICT 1 ' __; ) OIL CONSERVATION D S BN

y
1220 South St. Franges ﬁe‘;;o,?%
)

1000 Ric Braxos Rd., Astes, WM #7410 Santa Fe, NM 8

QISTRICT. IV
1220 8. St. Franciy Dr., Banta Fe, NN 87500

WELL LOCATION AND ACREAGE DEDICA

[0 AMENDED REPORT

API Number Pool Code Pool Name
FI48s Wi ldesr), Ukbfeamp
Property Code Property Name N 7 Well Number
SWALE 1525-16 STATE 1
OGRID No. Operator Name Elovation
PARALLEL PETROLEUM CORPORATION 3501

Surface Location
UL or lot No. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West Line County

L 16 15S |25 E 1880’ SOUTH 208’ WEST  |CHAVES

Bottom Hole Location If Different From Surface
UL or lot No. Bection Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

I 16 15 S 25 E 1880’ SOUTH 660 EAST |CHAVES

Dedicated Acres | Joint or Infill Consolidetion Code Order No.

320

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A
NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

NOTE:

1) Plane Coordinates shown hereon ore Transverse . OPERATOR CERTIFICATION
Mercator Grid and Conform to the "New Mexico 1 Meredy oertify the Bt infermation contzined herein is irus and complate 1
Coordinate System”, New Mexico East Zone, North the best of mey knwaledge and betiaf, and (At this wrgenisation vither swms o
American Datum of 1927, Distances shown hereon are werking intarest or aleased mineal fnlerestin the lend including the proposed
meon horizontal surface wolues. Sotiom ete lacetion, of hox © Tight & dnill k(s well o2 this (sontion uormn?
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webuniary peoting agressunt or o cempuliory peeling wier Mreisfrre mbimed by
the division.

/22706
ture . Date
,Zﬂ% E Y fer
Printed Name /
%?W/f /Z/a// .
r—ProdUcmg df?’ '
Area
1 7 16 SURVEYOR CERTIFICATION
' pafand m—— s e 1 hereby certify that the well location shown
208 660" g J | o this plat was plotted rom field nates of
(SL) N ™ 660 actunl surveys made by me or under my
(P ) (BHL ' supervison ond tha! the mme is trus and
' correct to the best of my belief
T © o |
g |2 g |
S < October 12, 2008
l l Date of Survey . KMT
- \PTO}:Ct - - Signature & Seal.of Professional Surveypr
Area '
—Coordinate Table
Description Plgne Coordinate
Swale 1525-16 State #1_ X = 467,579.7
Surfoce Location Y = 732,271.0
Swale 1525-16 State #1_X = 463, 031.5
Penetration Point Y = 7352,276.2 -
'Swale 1525-16 Stote #i| X = 456.857 4 W.0. Num. 2006-1002
Hottom Hole Locotien 1= 732,322.7 Certificate No. MACON McDONALD 12185




. DISTRICT 1

State of New Mexico
1625 N., Fremch Dr., Hobbs, NN 88240

Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Frances Dr.

Santa Fe, NM 87505

Form C-102

Revised Ootobar 12, 2005

Submit to Appropriate District Office
State Lease — 4 Coples

RISTRICT 1
1301 W. Grand Avapue, Artasia, NM 88210 Fee Lease — 3 Copies

JRISTRICT 10
1000 Rio Brasos M., Astec, NN 87410

0 AMENDED REPORT
1220 8. Bt Francis Dr., Sants Fe, NN 37505

WELL LOCATION AND ACREAGE DEDICATION PLAT

Pool Code

APl Number

Pool Name
S74%9 Lo fdear . (W o Heemp
Property Code Property Name 7 ¢/ Well Number
SWALE 1525—~16 STATE 2
OGRID No. Opeorator Name Elevation
PARALLEL PETROLEUM CORPORATION 3498’
Surface Location
UL or lot No. Section Township Range Lot ldn Pest from the North/South line Feet from the East/West line County
M 16 15 S 25 E 760 SOUTH 190 WEST  |CHAVES
Bottom Hole Location If Different From Surface
UL or lot No, | Section | Township Range Lot Idn Fest from the | North/Scuth line | Feet from the East/West line County
P 16 15 S 25 E 760 SOUTH 660 EAST CHAVES
Dedicated Acres | Joint or Infill Conwolidation Code Order No.
e

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A

NON--STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

POTE:

American Datum of 1927

1) Plane Coordinates shown hereon are Transverae
Mercator Grid and Conform to the "New Mexico
Coordinate System”, New Mexico Eost Zone, North

mean horizontal surface’

Distances shown hereon are
vulues.

OPERATOR CERTIFICATION
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voluniary peoling agroemeni o o compulsory posling srder heralafors eniered by
the division

(b prer

mn-ture Dnte

Dean= A”'

Printed Name

SURVEYOR CERTIFICATION
I harsby certify that the wall location shown
on this plat was plotted from field notes of
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supsrvison and that the sama iz trus and
correct to (he best of my balief

October 12, 2006
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Parallel Petroleum Corporation’s Notice List
For Swale 1525-16 State Com Wells No. 1 and 2

Tract 1: N/2 of Sec 15 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(¢) CMW Interests, Inc.

Tract 2: S/2 of Sec 15 (Undrilled)
(a) Paralle]l and
(b) Capstone Oil & Gas Company, L.P.

Tract 3: N/2 of Sec 16 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 4: N/2 of Sec 17 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(d) CMW Interests, Inc. (W/2E/2)
(e) Egler Exploration, Inc.(W/2E/2)

Tract 5: S/2 of Sec 17 (Drilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(c) CMW Interests, Inc. (W/2E/2)
(d) Egler Exploration, Inc. (W/2E/2)

Tract 6: N/2 of Sec 20 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 7: N/2 of Sec 21 (Undrilled)
a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tracts 8: N/2 of Sec 22 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(¢) CMW Interests, Inc. (E/2NE/4)
(d) Elger Exploration, Inc. (E/2NE/4)
(e) Unleased mineral interest owners:

a. A. Gayle Hudgens. a single woman
P.O. Box 25561
Dallas, TX 75225



b. Sacramento Partners Limited Partnership
105 South Fourth Street
Artesia. NM 88210

c. Spiral, Inc.
P.O. Box 1933
(address)

e. Sharbro Oil 1.td. Co.
P.O. Box 829
Atrtesia, NM 88211

{. Southwest Resources, Inc.
1111 West Country Club Road
Roswell, NM 88201

g. Lobos Energy Partners, LLC
3817 NW Expressway, Suite 950
Oklahoma City, OK 73112

h. Estate of W. E. Flint, dec.
Dona Ana County, NM PC #5171
Elaine B. Flint, widow and exec.
2125 Thomas Dx.
Las Cruces, NM 88001

i. Margaret Louise Doyle & John Steven Doyle,
3747 - 66 Campana South
Oceanside, CA 92054

j- Martin Yates I11
c/o Myco Industties, Inc. P. o. Box 840
Artesia NM 88211



KELLAHIN & KELLAHIN
Attorney at Law

W. THOMAS KELLAHIN
706 GONZALES ROAD
SANTA FE, NEwW MEXICO 87501

TELEPHONE 505-982-4285
FACSIMILE 505-982-2047
TKELLAHIN@COMCAST.NET

Augusf 17, 2007
CERTIFIED MAIL-RETURN RECEIPT REQUESTED

NOTICE OF THE FOLLOWING NEW MEXICO OIL CONSERVATION
DIVISION ADMINISTRATIVE CASE:

OFFSETTING INTEREST OWNERS:

Re:  Administrative Application of Parallel Petroleum Corporation
for authorization to simultaneously dedicate
a standard gas spacing and proration unit in the
Wolfcamp formation to two horizontal wellbores,
including an exemption to the well density requirements
of Rule 104.D, Chaves County, New Mexico

Dear interest owner:

On behalf of Paralle] Petroleum Corporation please find enclosed a copy of
its referenced administrative application. This notice is based upon records that
indicate that you have an interest in adjoining and offsetting tracts and are parties
affected by this application

If you have no objection, then there is nothing for you to do. If you are
willing to waiver objection, please sign this letter as indicated and return it to me.
However, should you have any objection to the Division approving this
application, then it will be necessary for you to file a written objection with the
New Mexico Oil Conservation Division, 1220 South Saint Francis Drive, Santa
Fe, New Mexico 87505 within twenty (20) days of the date of this letter. Failure
to file a timely objection will preclude you from objecting at a later date.

epy-tyuly yours,

. Ff homas Kellahin

WAIVER OF OBJECTION:

By: with authority for
and on behalf of
Date:




KELLAHIN & KELLAHIN
Attorney at Law

W. THOMAS KELLAHIN TELEPHONE 505-982-4285
FACSIMILE 505-982-2047 &

TKELLAHIN@COMCAST.NET _

o m»«]

706 GONZALES RoAD
SANTA FE, NEW MEXICcO 87501
August 17, 2007 ’
<3
e D
HAND DELIVERED o~
o
Mr. Mark Fesmire, P.E., Director = <
s
g o

Oil Conservation Division
1220 South Saint Francis Drive
Santa Fe, New Mexico 87505

Administrative Application of Parallel Petroleum Corporation

Re:
for authorization to simultaneously dedicate
a standard gas spacing and proration unit in the

Wolfcamp formation to two horizontal wellbores,
including an exception to the well density requirement
of Division Rule 104.D, Chaves County, New Mexico

S/2 Section 16, T15S, R25E
Swale 1525-16 State Well No. 1 and 2

Dear Ms. Fesmire:
On behalf of Parallel Petroleum Corporation, please find enclosed our

referenced administrative application.

V. jl»’{lomas Kellzhin

cc: Paralle] Petroleum Corporation
Attn: Mike Gray



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

IN THE MATTER OF THE ADMINISTRATIVE APPLICATION
OF PARALLEL PETROLEUM CORPORATION FOR
AUTHORIZATION TO SIMULTANEOUSLY DEDICATED

A STANDARD SPACING AND PRORATION UNIT IN THE
WOLFCAMP FORMATION TO TWO HORIZONTAL WELLS
INCLUDING AN EXEMPTION TO THE WELL DENSITY
REQUIREMENT OF RULE 104.D,

CHAVES COUNTY, NEW MEXICO.

ADMINISTRATIVE APPLICATION

Parallel Petroleum Corporation ("Parallel”) by its attorneys, Kellahin &
Kellahin, seeks approval to simultaneously dedicate a standard gas spacing and
proration unit in the Wolfcamp formation to two horizontal wellbores including
an exemption to the well density requirements of Rule 104.D, Chaves County,
New Mexico. Applicant seeks authorization to dedicate a standard 320-acre
spacing and proration unit comprised of the S/2 of Section 16, Township 15
South, Range 25East, Chaves County, New Mexico in the Wolfcamp formation to
the following two wells:

(a) The Swale 1525-16 State Well No 2 (API #3000563924) to be drilled
at an unorthodox surface location 760 feet FSL and 190 feet FWL (Unit M) and
then to penetrate the Wolfcamp formation within the standard producing area
window at a standard subsurface location approximately 660 feet FWL and 760
feet FSL (Unit M) and then drilled horizontally in an easterly direction staying
within the producing area not less than 660 feet from each of the end and side
boundaries of this spacing unit and ending at a standard bottom hole location 760
feet FSL and 660 feet FEL

(b) The Swale 1525-16 State Well No. 1 (API #3000563886) that has been
drilled at an unorthodox surface location 1880 feet FSL and 208 feet FWL (Unit
L) and penetrated the Wolfcamp formation within the standard producing area
window at a standard subsurface location approximately 660 feet FWL and 660
feet FSL (Unit L) and then was drilled horizontally in an easterly direction staying
within the producing area not less than 660 feet from each of the end and side
boundaries of this spacing unit and ending at a:standard bottom hole location 1880
feet FSL and 660 feet FEL o



In support of its application, Parallel states:

(1) Parallel is the current operator of the Swale 1525-16 State Well No. 1
(API #3000563886) that has been drilled and completed as a horizontal
well in the N/2S/2 of Section 16, T15S, R25E. See Exhibit “A” attached

(2) Parallel has obtained approval of its APD to drill second horizontal well
in the S/25/2 of Section 16, T15S, R25E being the Swale 1525-16 Well
No. 2 (API#3000563924). See Exhibit “B” attached

(3) Division Rule 111 provides for the rules and regulations of the drilling of
directional wells and by definition includes “horizontal” wells but
apparently does not limited the number of horizontal wells that can be
drilled within a Project Area. Instead Rule 111 refers to a project area “that
is enclosed by the outer boundaries of a spacing unit or a combination of
complete spacing units,” and incorporates by reference Rule 104 to define
a “spacing unit”

(4) Division Rule 104.C (2) allows two wells in a 320-acre spacing unit with
each well located in a different 160-tract of the 320-acre spacing unit. This
rule appears not to specifically address horizontal wells.

(5) Division Rule 104.D (3) States: “number of wells per spacing unit.
Exceptions to the provisions of statewide rules or special pool orders
concerning the number of wells allowed per spacing unit may be permitted
by the Director only after notice and opportunity for hearing. Notice shall
be given to those “affected parsons” defined by Rule 1207.A (2).”

(6) The Division Legal Examiner, David K. Brooks, has advised the notice
for this type of case, “affected parties” are: (a) all each operator of an
adjoining and offsetting 320-acre drilled or undrilled spacing units (direct
or diagonal offsets) (b) if undrilled, then to the working interest owners
and unleased mineral owners, (¢) if applicant is also the offsetting
operator, then to its working interest owners, (d) if applicant is the
offsetting operator and the only working interest owners, then to its
lessors, (e) if the offsetting section has no spacing unit, then the applicant
and presume the orientation closest to the subject spacing unit.
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(7) Parallel has provided written notice of hearing to all “affected parties,
including those listed on the attached located map and index. Exhibit “C”
and the notice letter attached as Exhibit “D”

(8) Parallel’s enclosed exhibits demonstrate that because of the low
permeability of the Wolfcamp formation in this area:

a.

the actual area being depleted by the first horizontal well is
generally limited to the north half of this spacing unit, being the
N/2S/4 of Section 16, and it not effectively recovery either the gas
underlying the S/2 of Section 16 or adversely affecting the
correlative rights of the offsetting interest owners.

A second horizontal well is needed by the south half of this spacing
unit, being the S/2S/2 of Section 16, in order to provide a
opportunity to recovery gas that might otherwise not be recovered
under the S/2 of Section 16 and in doing so will not adversely
affect the correlative rights of the offsetting interest owners.

(9) Exhibit “E” is a written summary prepare by Parallel’s petroleum
geologist and petroleum engineer with supporting exhibits:

(a) paleogeography of the Permian basin---see Exhibit “F”

(b) NW shelf stratigraphic chart---see Exhibit G

(¢) Cross Section & Trap Diagram---see Exhibit H

(d) Alysheba No. 1-Map View—see Exhibit I

(e) Alysheba No. Stage 2-Map View—Exhibit J

(f) Conclusions—Exhibit K

(g) Gas Analysis from Foreso 152506 State E-1 well,see Exhibit L
(h) Pore Throat Size Histogram—see Exhibit M

(i) Three well cross-section (Large display)—see Exhibit N

(10) These exhibit are basically the same data presented to the Division’s at a
meeting on February 13, 2007 attended by members of the industry and the
Division Chief Engineer, Richard Ezeanyim, and Division’s attorney, David

K. Brooks.

(11) Approval of this application will not impair the correlative rights of any
other interest owner in the area and will afford Parallel the opportunity to
utilize two horizontal wells to produce the Wolfcamp formation gas reserves
from this GPU.

-Page 3-



(12) Approval of this application will be in the best interests of conversations,
the prevention of waste and the protection of correlative rights.

WHEREFORE, Parallel Petroleum Corporation requests that this the Oil
Conservation Division enter its order granting an exception to the well density
requirements of Rule 104.B and authorize the simultaneous dedication of two
horizontal wells within this spacing unit.

. FHOMAS KELLAHIN
LAHIN & KELLAHIN
706 Gonzales Road

Santa Fe, New Mexico 87501
(505) 982-4285

-Page 4-
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Form C-102

State Lease — 4 Copies
Pee Lease ~ 3 Coples

O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICA
API Number Pool Code Pool Name
q148S Wi (deas, (eHfeom
Property Code Property Name N 7 Well Number
SWALE 1525-16 STATE 1
OGRID No. Operator Name Elevation
PARALLEL PETROLEUM CORPORATION 3501°
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
L 16 15 S 25 E 1880’ SOUTH 208’ WEST CHAVES
Bottom Hole Location If Different From Surface
UL or lot No. { Section | Township Range Lot Ildn Feet from the | North/South line Feet from the East/West line County
| 16 15 S 25 E 1880° SOUTH 660 EAST CHAVES
Dedicated Acres | Joint or Infill Consolidation Code Order No.

320

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A
NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

NOTE:

1) Plane Coordinates shown hereon ore Tronsverse
Mercator Grid oand Conform to the "New Mexico
Coordinote System”™, New Mexico East Zone, North
American Datum of 1927. Distances shown hereon are
mecn horizontal surface wvalues.

OPERATOR CERTIFICATION

I Merady oertify the bhe infermation contained Mervin i3 true and complets to
the bast of my knewlrdge and beilef, and that this erponisstion rither owny o
warking interest or snleased wineral inlerertin (e land inckuding the proposed
Soltom Asle lacation or Asy a right e drill this well «f Shir lacation persuant (o
o conlraci with ox oumsr of such o mineral or working tnlerest, or f0 &
mwnww--wﬂw»ummmmw

/2272

ure . Date

4«4 & Y fer

e s /éw/, o' ..
ki

Producing
Area
17 S A 7 2 S
208'—\[ 660’ 1 & [
(SL) |N ™ 4660
(PP) (BHL)

1880 O

1880°

SURVEYOR CERTIFICATION
I hereby certify that the well location shoun
on this plat was plotted from field noles of
actual surveys made by wme or under my
supervison and that
correct to the best of my belief

the some is trus and

October 12, 2006

“~—Project
Area

Coordinote Joble

Description

Plane Coordinate

Swale 1525-1
Surface Location

6 State #1

X = 462,579.7

Y = 732,271.0

Swole 1525-16 Stote #1

Penetrotion Point
Swale 1525-16 Staote #1

Bottom Hole Location

N

X = 463,031.5

Date of Survey

KMT

Signature & Seal.of Professional Surveypr

Y = 732,276.

W.0. Num. 2006-1002

2
X = 466,997.4
Y = 732,322.7

Certificate No. MACON McDONALD

12185 J




. DISTRICT
41825 N. French Dr.,

Hobbs, NN 88240

DISTRICT X
1301 W. Grand Avsnue, Artesis, NM 88210

DISTRICT I

1000 Rio Brasos Rd., Astec, NN 87410

RISIRICT XY
1220 8. 8t. Francis

Dr., Sants Fe, NM 37805

State of New Mexico
Energy, Minerals & Natural Resources Department

OIL CONSERVATION DIVISION

1220 South St. Frances Dr.
Santa Fe, NM 87505

Form C-102

Revised October 12, 2005

Submit to Appropriate Distriot Office
State Lease — 4 Coples

Fee lease — 3 Copies

O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Pool Code Pool Name
974%9 i fdest Woffeomp
Property Code Property Name 7 ¢  Well Number
SWALE 1525-16 STATE 2
OGRID No. Operator Name Elevation
PARALLEL PETROLEUM CORPORATION 3498’
Surface Location
UL or lot No. Bection Township Range Lot ldn Pest from the North/South line Feet from the East/West line County
M 16 15 S 25 E 760 SOUTH 190 WEST CHAVES
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South lins Feet from the Eaoct/West line County
P 16 15 S 25 E 760 SOUTH 660 EAST CHAVES
Dedicated Acres | Joint or Infill Consolidation Code Order No.
Re

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A
NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OTE:

1) Plone Coordinotes shown hereon are Tranaverse
Mercator Grid and Conform to the “"New Mexico
Coordinate System”, New Mexico Eost Zone, North
Americon Dotum of 1927 Distonces shown hereon ore
mean horizontal surface’

values.

e

ate #2

1111 1e}

OPERATOR CERTIFICATION
1 heredy oertify the Ik information contmined Mervin is true and complels Is
the bert of my bnewlsdgs and belisf, wnd thel Dris wrpenisalion sither menz o
werbing inlerert or tlsamd minersl intirestin the lond including the propersd
bottom Mole dacalion sv Aae & righ s drill M well o this lacedon purseen! 1o
u comiract with e owner of such & minersl o working tnlerust, or o &
whoniry pooling agrocmant or & compulaory posling swber herviafury eniared by

Sl 5

Sﬁnlture Date

D(qlc e aﬁé‘”

Printed Name

Producing
Areu

SURVEYOR CERTIFICATION
I hereby cerbify that the well location shown
on this plat was plotied from fisld notes of
actual gurveys made by me or under my
supsrvison and that the sams iy true aond
correct to the best of my balief.

October 12, 2006

Date of Survey * KMT

Signature & S_gnl of Profeasional Suﬁeyor
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Parallel Petroleum Corporation’s Notice List
For Swale 1525-16 State Com Wells No. 1 and 2

Tract 1: N/2 of Sec 15 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(¢) CMW Interests, Inc.

Tract 2: S/2 of Sec 15 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 3: N/2 of Sec 16 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 4: N/2 of Sec 17 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(d) CMW Interests, Inc. (W/2E/2)
(e) Egler Exploration, Inc.(W/2E/2)

Tract 5: S/2 of Sec 17 (Drilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(c) CMW Interests, Inc. (W/2E/2)
(d) Egler Exploration, Inc. (W/2E/2)

Tract 6: N/2 of Sec 20 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tract 7: N/2 of Sec 21 (Undrilled)
a) Parallel and
(b) Capstone Oil & Gas Company, L.P.

Tracts 8: N/2 of Sec 22 (Undrilled)
(a) Parallel and
(b) Capstone Oil & Gas Company, L.P.
(¢) CMVW Interests, Inc. (E/2NE/4)
(d) Elger Exploration, Inc. (E/2NE/4)
(e) Unleased mineral interest owners:

a. A. Gayle Hudgens. a single woman
P.O. Box 25561
Dallas, TX 75225



b. Sacramento Partners Limited Partnership
105 South Fourth Street
Artesia. NM 88210

c. Spiral, Inc.
P.O. Box 1933
(address)

e. Sharbro Oil Ltd. Co.
P.O. Box 829
Artesia, NM 88211

f. Southwest Resources, Inc.
1111 West Country Club Road
Roswell, NM 88201

g. Lobos Energy Partners, LI.C
3817 NW Expressway, Suite 950
Oklahoma City, OK 73112

h. Estate of W. E. Flint, dec.
Dona Ana County, NM PC #5171
Elaine B. Flint, widow and exec.
2125 Thomas Dr.
Las Cruces, NM 88001

i. Margaret Louise Doyle & John Steven Doyle,
3747 - 66 Campana South
Oceanside, CA 92054

j. Martin Yates 111
c/o Myco Industties, Inc. P. 0. Box 840
Artesia NM 88211



KELLAHIN & KELLAHIN
Attorney at Law
W. THOMAS KELLAHIN

706 GONZALES ROAD
SANTA FE, NEW MEXICO 87501

TELEPHONE 505-982-4285
FACSIMILE 505-982-2047
TKELLAHIN@COMCAST.NET

August 17, 2007
CERTIFIED MAIL-RETURN RECEIPT REQUESTED

NOTICE OF THE FOLLOWING NEW MEXICO OIL CONSERVATION
DIVISION ADMINISTRATIVE CASE:

OFFSETTING INTEREST OWNERS:

Re:  Administrative Application of Parallel Petroleum Corporation
for authorization to simultaneously dedicate
a standard gas spacing and proration unit in the
Wolfcamp formation to two horizontal wellbores,
including an exemption to the well density requirements
of Rule 104.D, Chaves County, New Mexico

Dear interest owner:

On behalf of Parallel Petroleum Corporation please find enclosed a copy of
its referenced administrative application. This notice is based upon records that
indicate that you have an interest in adjoining and offsetting tracts and are parties
affected by this application

If you have no objection, then there is nothing for you to do. If you are
willing to waiver objection, please sign this letter as indicated and return it to me.
However, should you have any objection to the Division approving this
application, then it will be necessary for you to file a written objection with the
New Mexico Oil Conservation Division, 1220 South Saint Francis Drive, Santa
Fe, New Mexico 87505 within twenty (20) days of the date of this letter. Failure
to file a timely objection will preclude you from objecting at a later date.

epy=tfuly yours,

WAIVER OF OBJECTION:

By: with authority for
and on behalf of
Date:




Wolfcamp Reservoir Development
Section 16, T15S, R25E

Chaves Co., New Mexico
Case # 13965

This Wolfcamp gas reservoir is interpreted as the sabkha shelf model along the Northwest
carbonate platform. The Wolfcamp reservoir is contained within the restricted lagoon-platform
facies belt where dolomitization and fracturing has occurred to enhance the porosity and in deep
cnough water so that cvaporates are not prevalent to occlude porosity. Up-dip, north to northwest
of the reservoir arc terrestrial deposits which do include evaporates that cement the porosity and
act as a seal for the Wolfcamp stratigraphic trap. Down-dip, south to southeast, of the
dolomitized Wolfcamp rescrvoir facies belt are tight limestones that do not contain the reservoir
development.

There are three alternating depositional cycles. The matrix porosity is comprised of a
dolomitized fusulinid wackestone-packstone overlain by a burrowed lime mud overlain by a
lagoonal shale which is the maximum flooding event. The reservoir also contains natural
fractures. The principal maximum stress direction is predominantly north-south. The formation
dips to the east-southeast at 1 degree. The average gross thickness of the Wolfcamp varies from
25°-50" with an average net thickness of a few feet to 25’and an average porosity less than 8%.

Planned spacing between horizontal laterals in the south-half of section 16 is 1160’

The Swale 1525-16 State #! has been drilled in the north-half of the south-half and actual
footages for the penetration point and total depth within the Wolfcamp pay are:

Surface Location @ 1880’ FSL. and 208’ FWL, Section 16, T15S, R25E

Penetration Point @ 5183’ measured depth, 1850’ FSL and-751° FWL

Bottom-Hole Location @ 8924’ measured depth, 1906’ FSL and 790’ FEL

Perforations are from top perf at 5290’ measured depth to bottom perf at 8822’ measured depth.
The Swale 1525-16 State #2 will be in the south-half of the south-half, and planned surface,
penetration point and total depth arc:

Surface Location @ 760’ FSL and 190’ FWL, Scction 16, T15S, R25E

Penetration Point @ 760’ FSL and 660’ FWI., Bottom-Hole Location @ 760’ FSI, and 660° FEL

Recommended fracture half-lengths for this formation in the area are 1,100” in order to drain 160
acres. This would require 4 horizontal wells in parallel to drain a 640-acre scction. This 1,100’
fractured half-length yields an approximate proppant-fractured half-length of 500-600’ and an
cffective producible half-length of 300-400°. Microseismic monitoring data from wells in the area
fractured using Paralle]l Petroleum’s preferred stimulation method show a fractured half-length of
900’ and therefore the estimated producible half-length estimate is shorter than the recommended
300-400°, An optimistic estimate of 300° producible half-length of both the Swale #1 and the
Swale #2 would create an unproductive interval along the length of and between the laterals of
560°, ‘

In conclusion, given: low permeability of the dolomite (< .01 - .02 md), small net pay interval (<
20" in section 16) and low porosity of the interval (<3%-9% - ~ 7% in section 16), the

Wolfcamp formation should be produced using 2 parallel horizontal wells per 320-acre unit to
cfficiently drain the unit.
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Wolfcamp Reservoir Development
Scction 16, T15S, R25E

Chaves Co., New Mexico
Case # 13965

This Wolfcamp gas reservoir is interpreted as the sabkha shelf model along the Northwest
carbonate platform. The Wolfcamp reservoir is contained within the restricted lagoon-platform
facies belt where dolomitization and fracturing has occurred to enhance the porosity and in deep
cnough water so that cvaporates are not prevalent to occlude porosity. Up-dip, north to northwest
of the reservoir are terrestrial deposits which do include evaporates that cement the porosity and
act as a seal for the Wolfcamp stratigraphic trap. Down-dip, south to southeast, of the
dolomitized Wolfcamp reservoir facies belt are tight limestones that do not contain the reservoir
development.

There are three alternating depositional cycles. The matrix porosity is comprised of a
dolomitized fusulinid wackestone-packstone overlain by a burrowed lime mud overlain by a
lagoonal shale which is the maximum flooding event. The reservoir also contains natural
fractures. The principal maximum stress direction is predominantly north-south. The formation
dips to the east-southeast at | degree. The average gross thickness of the Wolfcamp varics from
25°-50° with an average net thickness of a few feet to 25°and an average porosity less than 8%.

Planned spacing between horizontal laterals in the south-half of section 16 is 1160°.

The Swale 1525-16 State #] has been drilled in the north-half of the south-half and actual
footages for the penctration point and total depth within the Wolfcamp pay are:

Surface Location @ 1880 FSL and 208° FWL, Section 16, T15S, R25E

Penetration Point (@ 5183” measured depth, 1850° FSL and 751" FWL

Bottom-Hole Location @ 8924’ measured depth, 1906’ FSL and 790" FEL

Perforations are from top perf at 5290’ measured depth to bottom perf at 8822’ measured depth.
The Swale 1525-16 State #2 will be in the south-half of the south-half, and planned surface,
penetration point and total depth arc:

Surface Location @ 760’ FSL and 190° FWL, Section 16, T15S, R25E

Penetration Point @ 760’ FSL and 660’ FWL., Bottom-Hole Location @ 760’ FSI. and 660’ FEL

Recommended fracture half-lengths for this formation in the area are 1,100’ in order to drain 160
acres. This would require 4 horizontal wells in parallel to drain a 640-acre section. This 1,100
fractured half-length yields an approximate proppant-fractured half-length of 500-600" and an
effective producible half-length of 300-400°. Microseismic monitoring data from wells in the area
fractured using Parallel Petroleum’s preferred stimulation method show a fractured half-length of
900’ and therefore the estimated producible half-length estimate is shorter than the recommended
300-400°. An optimistic estimate of 300" producible half-length of both the Swale #1 and the
Swale #2 would create an unproductive interval along the length of and between the laterals of
560°, ‘

In conclusion, given: low permeability of the dolomite (< .01 - .02 md), small net pay interval (<
20’ in section 16) and low porosity of the interval (<3%-9% - ~ 7% in section 16), the

Wolfcamp formation should be produced using 2 parallel horizontal wells per 320-acré unit to
cfficiently drain the unit.
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Northwest Shelf Stratigraphic Chart

Age Unit Name HC's | Approx. Depth
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¥ildcat Heasurement Service PBs 06425700
P.0. Box 1836
Artesia, Hew Hexico 88211-1836 :
Tollfree §8848-421-9453 fon Bo. 2§1213-02

Office #505-T46-3481 Bate fon 12/13/2006
"Quality and Service is our First Concera® Bate Sampled 12/03/2006
Analysis for: PABALLEL PETROLEUM CORPORATION GPARGL. 162
Well Bane: VORESO 1575-16 STATR "8° #1
Field: Producer: PARALLEL PETRULEDM LOBP.
Sta. Rumber: County: CHAVES State: BY
Purpose: SPOT Sampled By: A.J.G.
Sampling Yeap: 22.0 DEG F Atnos Temp: oG v
Voluse/day: 1925 HCP/DAY Foraation:
Pressure on Cylinder: 60,0 PSIG Ling Pressure: 73.2 P8Ik
GAS CONPGHERY ARALYSIS Pragsura Base: 14.7300
Mol § 6PN Real 230 Dry: 1078.92

Szl BP0 Wel: 1060.14
Beal Cale. Specific Gravity: 0.6732
Field Speciiie Gravity:  0.0000

Carbon Dioxide €02 4,323%
Stapfand Pressuye: 14,6960
Fitrogen 0 i.6738 ~ 850 Dry:  1073.62
BT Wet: 1054.94

Hethane €1 85.%476

Ethane el 56524 1.5108

Propane (] 1.92%9 0.5314 3 Pactor:  0.99H

Iso-Butane 104 p.2812 0.0928 W Value; 1,2948

for-Butane 1 §.4877 0.1536 kvg Bl Height: 19,4551

Iso-Pentane 165 &.1608 D.0588 hvg CuPtiGal: 57.1122

Hor-Pentane Hed 0.1404 £.6508 3% Ib Produet: 08,4332
Yethanes OFH: 17,1358

Rezanes Plus Cht b.3834 0.1673 Rihanes GEM:  2.5647
Propanet GOM: 1.0538

Potame+ GPH:  0.522%

Pentanes GPH:  0.176¢9

107AL 100.0000 1.5647

REMARKS:

Approved by: DOF RORKAB
Yed Dec 13 10:13:15 2006




Company: Bold Energy
Delilah State No. 1

Well:
Field:

Runyan Ranch

Formation: Wolfcamp
Location: Eddy County, New Mexico
HOU-060947

File:

Pore Throat Radius, microns

Sample: 6Bm| un- Host Plug

Depth, feet: 4385.60L stressed na na
Klinkenberg Permeability, md: 0.005 - -
Permeability to Air, md: 0.019 - -
Swanson Permeability, md: 0.00001 - -
Porosity, fraction: 0.013 - -
maximum Sb/Pc, fraction: 0.00003

R35, microns: 0.00583

R50 (median pore throat radius): 0.00469

PORE THROAT SIZE HISTOGRAM

Classifications:
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