
PERMIAN RESOURCES, INC. 

March 12, 2003 MAR I 4 2003 

State of New Mexico 
Energy, Minerals and Natural Resources Department 
Oil Conservataion Division Cat* '^Sl 1220 South St. Francis 
Santa Fe, New Mexico 87505 

Re: CHAMBERS #2 
T-16-S, R-36-E, NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Gentlemen: 

Pursuant to Order No. R-l 1896, please find your copies of the information sent to the non-consenting 
working interest owners for the referenced well. 

If you have any questions, please advise. 

William L. Por 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 - MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 



March 12, 2003 

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

Re. CHAMBERS #2 
T-16-S,R-36-E,NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Mr. Papadopoulos: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy ofthe order is enclosed for your reference. 

Please so indicate below your election of the proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter. 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 • MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Chambers #2 
03/12/03 

Yes, I/we elect to participate. 

No, I/we elect not to participate. 

Sotirios Papadopoulos 
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STATE OF NEW MEXICO 
ENERGY, MIimAlJSjVNI) NATTOM.IffiSOmC^SDEPAiaMENT 

OIL CONSERVATION DIVISION 

• RECEIVED 
IN THE MATTER OF. THE HEARING >-i.v UN
CALLED BY THE OH- CONSERVATION FEB 1 2 PflfR 
DIVISION FOR THE PURPOSE OF 4uw_ 
CONSIDERING: • . . . MJLlffl STRATVERT PA 

CASE NO. 12953 
ORBERNO. R-11896 

APPLICATION OF PERMIAN RESOURCES. INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

• This case came' on for hearing at 8:15 ajn. on October 24,2002.before Examiner 
David K. Brooks. 

NOV, on this l ^ .day of February, 2003, the Division Director, having 
considered tiie testimony, the record and the recommendations of the Exarniner, 

FINDS THAT: • . 

(1) Due public notice has been given, and the Division has jurisdiction, of this 
case and of the subject matter. 

(2) AppUcant seeks an order pooling aUuncomnntted^ 
Strawn formation only, underlying the S/2 SE/4 of Section 7, Township 16 South, Range -
36 East, NMPM, I^County^ New Mexiw^ 
proration uniU 

(3) In addition, Applicant seeks approval of an unorthodox location, 
estabUshment. of a, special project area for a proposed horizontal completion, and 
approval for simultaneous dedication as set forth below. 

(4) Applicant proposes to dedicate the 80-Acre Unit to its proposed Chambers 
Well No* 2 proposed , well") tb be drilled, in the S72 SE/4 .of Section 7, at an 
unorthodox surface, location -1,038 feet from the South line and 802 feet from the East 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth'of 
approximately 10,200 feet, then kicked off in a westerly directibn to an unorthodox. 
Strawn bottom-hole location approximately 950 feet fromthe South line and 1,500 feet 
from the East line (Unit 6) of Section 7. 
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(5) Applicant expects, to encounter title Strawn fonhatioh mthe proposed well 
at a suhsurface location approximately 1,000 feet from tne South line and 1,025 feet from 
the East line of Section 7, and then drill approximately 500 feet horizc>htally into the' 
Strawn. The proposed lateral will lie entirely outside the producing area for the proposed 
Unit in the Northeast ShoeBar-SlrawnPooL 

(6) In support of its application for approval of an unorthodox location of the 
proposed well in. the Northeast Shoe Bar-Strawn Pool, Applicant presented geologic 
testimony that 

(a) Applicant's objective in the Stown is to locate and into 
algal mounds ; . . • . 

O) these algal mounds are typicaUyofsraall extern 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence indicate the 
existence of such an algal rnoimd in the Strawn under the North part of the . 
S/2 SE/4 of Section 7; and 

(d) aweUa l̂ledto the StTawnm tne N/2 SE/4 of Section 7, oral 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect, that Applicant is the 
operator of, and owns; the entire wctking interest in, the N/2 SE/4 of Section 7, the only 
Strawn spacing; unit toward which the unorthodox location of the-proposed well would 
encroach," 

(8) The uncathodox location ofthe proposed well in the Strawn, involving a 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 
feet from the South, line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. 

(9) In addition or as an alternative to completion-in the Strawn, Applicant 
proposes to complete the proposed well in the Wolframp at a location staled to be .950 
feet from the South line and 1,300 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. AppUcant proposes to-
simultaneously. dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit") originally 



Case.No. 12953 . ' 
Order No. R-11896 .' 

. Page3 . • • 

established by Order No. R-l 1682, issued in Case No. 12715, and restoredby Order No. 
R-11682̂ A issued in Case No. 12954, to its Chambers Well No. 1 (API No. 30-025-
24617) and to the proposed well 

(10) Applicant presented, evidence to the effect that aft the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, althoughL their 
ownoship percentages ia the respective1 unite d f e 

(11) - Although the application seeks approval of an unorthodox location in the 
Wolfcamp "950 feet from the South line and 1,500 feet from the East line, the testimony 
concerning the plan of drilling Indicates that the probable location at which the proposed 
well will encounter the Wolfcamp will more closely approximate1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) . The probable down-hole location of the proposed well in the Wolfcamp is 
unorthodox for the North Shoe Bar-Wolfcamp Pool However, it deviates from the 
standard location toward the interior of the spacing unit and does not encroach toward 
any adjacent spacing unit. 

(13) The Norm Shoe Bar-Wolfcamp Pool is a prorated pool with a depth 
bracket allowable of560 barrels'. There is no restriction on the number of veils that may 
be drilled on a proration unit, and the operator may produce the unit- allowable from wells 
on the unit in any proportion. 

(14) Ih the event that .the proposed well proves productive in the Wolfcamp, 
. approval of tiie proposed unorthodox Wolfcamp location of the proposed well, which is 
driven by the anticipated geology of the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
correlative rights. 

. (15) The unorthodox down-hole location ofthe proposed well- in the Wolfcamp 
should be approved.. Because the number of wells in a spacing unit. in .the North. Shoe 
Bar-Wolfcamp Pool is not restricted; no approval is required for mc simultaneous 
dedication ofthe 160-Acre Unit to'the Chambers Well No. 1 and to the proposed well. 

(16) Two or more separately , owned tracts, are embraced within the 80-Acre 
Unit, and/or there are owners of royalty interests and/or undivided interests in oil and gas 
minerals in one or more tracts included in the 80-Acre Unit that are separately owned; 

(17) • Applicant is an owner of an oil and gas working interest within the 80-
Acre. Unit. Applicant has the right to drill and proposes to drill the proposed well to a 
common source of supply -vvithm the 80-Acre Unit. . ' 
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(18) .There are intcrê ownê ^ 
meir interests. 

(19) To avoid the drilling of unnecessary wells, protect combative rights, 
prevent waste-and afford to the owner of each interest in the 80-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and'fair share of hydrbcatbons, 
this app&cation should be approved by pooling all unconrmitted mineral interests, 
whatever they may be, within the 80-Acre Unit. 

(20) Applicant should be designated the operator of the proposed well and the 
80-Acre Unit 

' (21) The Unit should be dedicated to the proposed well. 

(22) After pooling, uncommitted working interest owners are referred to as 
con-consenting working interest owners.. (Uncommitted working interest owners'' are 
owners of working interests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing that property.) Any 
con-consenting working interest owner should be afforded the opportunity to pay its 
share of estimated well costs of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) . Any non-consenting working interest owner should be afforded the 
opportunity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absenceof such objection. 

(24) Following detennination of reasonable well costs; any non-consenting 
working interest owner who has paid- its share of estimated costs should pay to tiie 
operator its share of the amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the amount, if any* that estimated well costs 
paid by it exceedits shire of reasonable weU costs. 

(25) Any non-consehting working interest owner who docs not pay its share of 
estimated well costs should have, withheld from production its share of reasonable well 

. costs plus an additional 200% thereof as a reasonable charge for the risk involved ih 
drilling the well. 

(26) Reasonable charges for supervision, (combined fixed rates) should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually pursuant to Section HI l.A.3. ofthe COPAS form 
titled "AccountingProcedure-Joint Operations" The operator should be authorized to 
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withhoM from production, the proportionate share of both the supervision charges and the 
actual expenditures reqiiired for operating the well, not in excess of what are reasonable, 
attributable to each non̂ onseiihng workmg interest 

TT IS THEREFORE ORDERED THAT; 

(1) Puttuant to the application of Peaahian Resources, lh<x, all uncoinnutted 
mineral interests in the Strawn formation rmderlying the S/2.SE/4 of Section 7, Township 
16 South, Range 36 East, N̂ MLPIM., Lea County, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and proration unit as to the Northeast , Shoe Bar-
Strawn Poot 

The 80-Acre Unit shall be dedicated to Applicant's proposed Chambers Well.No. 
2 to be drilled at ari.unormodbx well location [surface location 802 feet from the South 
line and 1,038 from ihe East line; and bottom hole location approximately'.930 from the 
South line and 1,500 lrom theEast line] withm me S/2 SW4 of Section 7. 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved. A ispecial project area, to consist of the S/2 SE/4 of Section 7, 
Township 16 South, Range 36 East, NMPM, is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion ofthe proposed well. 

(3) The unorthodox location of the proposed well, in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South line and 1,000 feet from the East 

. line of Section 7, is ^proved. 

(4) The operator of the 80-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter continue drilling the well with due 
diligence to test the Strawn formation. 

(5) . In the event the operator does not commence drilling the proposed well on 
or before April 30,2002, Ordering Paragraph (I) shall be of no effect, unless the operator 
obtains a time extension from the Division Dh^or for good cause. . 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement m^ the operator shall appear before the 
Division r̂ hector and show cause why Ordering Paragraph (1) should not be grinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acre Unit 
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-(8) After pooling,, rmcornrnittfid working interest owners are referred to as 
non-consenting working interest owners. After tne effective date of mis order, the 
operator shall furnish the Division and each known rion-cOnseaiting working, interest 
Owner in the Unit an itemized schedule of estimated costs of drilling, cornpleting. and 
equipping the proposed well ("wellcosts"). 

(9) Within 30 days from the date the schedule of estimated well costs is 
furnished, any .non-consenting working interest owner «HaH have the right to pay its share 
of estimated well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its. share of 
estimated well costs as provided above, shall remain liable for operating costs but shall 
not be liable for risk charges. ' . . . 

(10) The operator shall, furnish the Division and each known non-consenting 
working interest owner an itemized schedule of actual well costs within 90 days 
following completion of the proposed wcll. If no objection to the actual well costs is 
received by the Division, and the Division has not objected within 45:days following 
receipt of the schedule, the actual well costs shall be deemed to. be the reasonable well 
costs. If there is an objection to actual well costs within the 45-day period, the Division 
will determine reasonable well costs after public notice and hearing. 

(11) .. Within. 6Q days foUowing determination of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance? as provided above • shall pay to -the operator its share of the smnnnt that 
reasonable well costs exceed estimated well costs and ghatl receive from the operator its 
share ofthe amount that estimated well costs exceed reasonable well costs. 

(12) The operator is hereby authorized to withhold the following costs and 
charges from production; 

(a) the proportionate share of reasonable well costs 
attributable fo each non-consenting working interest 
owner who has not paid its. share.of estimated well 
costs within 30 days from the date the schedule of 
estmiated well costs is furnished; and . 

(b) as a charge for the risk involved'in drilling the well, 
200% of the above costs. 
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(13) Iii the event that a .determination is made to complete the proposed well in 
the Wolfcamp formation, the operator should apply for an amendment of Order No. R-
11682-A to provide for allocation of costs within the 160-Acre Unit.' 

(14) The operator shall distribute. the. costs and charges withheld from 
production, proportionately, to the parties who .advanced^ 

(15) Reasonable chaises for supervision (combined fixed rates) are hereby 
fixed at $6,000 per monm while drilling and $650 per mfwth while producing, provided 
that these rates shall be adjusted annually pursuant to Section DL1A.3. of the COPAS 
form, titled "Accottnpng Prpcedur6-jo The operator is authorized to 
withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each ncm-ccoisenting working interest. 

(16) .. Except as provided in Ordering Paragraphs (13) and (16) above, aU 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator «h»n notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent : 

(17) . Any unleased mineral interest shall be considered'a seven-eighths (7/8) 
working interest and a cmê dghm. (1/8) royalty interest for thepuzpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from procfaction attributable to royalty interests. 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well' arid Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such further orders as 
the Division may deem necessary. 
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1(2014 

DONE at Santa Fe, New Mexico, on file day and year hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

: WROTENBERY 
Director 

i 
i 



PERMIAN RESOURCES, INC 
DRILL & COMPLETION DETAILED COST ESTIMATE 

•.case Nome; 

Wall Location; 

County; 

Ob)./Form, 

CHAMBERS 

SE/4 SE/4 (APPROX 990' FSL & 11 Off FEL) 

Well No.: 
SHOE BAR, NORTH (WOLFCAMP) 

Pleld: SHOE BAR, NE (STRAWN) 

Legal: SECTION 7, T16S, R36B 

LEA State; NM Prop Depth: 11,400 feet AFE No.: 

DRILL VERTICAL. KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200' 

CATEGORY 

INTANGIBLES: 
Build roadi, locaton, pita i t survey 
Contract Drlg • Mobilization 
Contract Drlg • Day work 
Contract Drlg • Day work 
Contract Drlg • Footage 
Bill 
Fuel & Power $42,300 
Completion Rig _ _ _ _ 
Coment Surface 55.500 
Cement Production 

125,000 

35,0 days @ 
13.0 d»ya @ 

feet @ 

Damages $5,000 

$9.200 /day 
$9,200 /day 

/foot 

Casing Tools and Crewe 
P&A 
Open Hole Logging 
Mud Logging _ 
Cased Hole Logging 
Perforating 
DST/Teiling 
Stimulation • Acid 
Special Services 
Rentals • Surface 

Water $15,000 
6, days ® 52,100 /day 

Cement Intermediate 
$30,000 

$20,000 

$16.000 Coring _ 

open-hole completion 

$15.000 Stimulation - Fracture 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep., Housing 

Rentals • BHA Equipment Whlpstodc, Plot,, X-overs, Valves 
Rentals - Drill Pipe $15,000 Tubing _ _ _ _ 
Miscellaneous Rentals Frac Tanks 
Mud it Chemicals 
Rig Supervision $500,00 /day 37 Drill 
Trucking 
Insurance 
Overhead $250.00 /day _ T 37_ Drill 
Well Equipment •Intangible Installation 
Leaso Equipment • Intangible Installation 
Contingencies @ 10.0% ofTotal 

$0 

BOP/CK $3,500 

13 Complete 

19 Complete 

TOTAL INTANGIBLES 

TANCIBLES: 
Well Equipment • Non Controllable 
Surface Casing • 

450 ft of 13-3/8 LS OD, 48 #/ft,@ $18.00 /foot 
Intermediate Casing-

4,900 ftof 8-5/8" OD. 24&32 Wit,® $11.50 /foot 
Producing Casing • 

8-5/8" 

11,400 ft of 5-1/2" OD, 17&20 fl/ft,® $9,00 /fool 
Liner • 

300 ftof 4»FJ OD, 12.9 Wit,® $6.50 /foot 
Tubing • 

11,400 A of 2-7/8" OD, N-80 6.5 #/lt,@ $3.85 /foot 
Rods* 

6,600 ftof 1.2" PO OD, $3.00 /foot 
4,400 ftof 7/8" & 1.5" OD, $2.00 /foot 

Pumping Unit / Motor 
Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Leaso Equipment • Non Controllable 
Separators $2,500 
Plowlines 1,500 
Tanks 
Sales Equipment/Meter Runs, etc 
Compressors 
Pumps 
Electrical Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

API Size 640 Used 

DRILL VERT 
&TEST 

$30,000 
$312,000 

$7.000 Tbg Head $10,000 

$3.000 Dehyd 

Motor HP 50 

Valves $4,500 

Treaters 
ftof 3" Steel OD,( 

2 - 500 Bbl Oil Tanks Used 
$3.50 /foot 

3 Poles, slack span, meter loop 

POC 

$0 
$65,000 
542,000 

$25,500 

$5,500 
$8,000 

$18.000 
$16,000 

$16,000 

$85,000 
$7.500 
$5,000 

$2.500 
$30,000 
$18,500 

$9.250 
$2,500 

$75.200 

$826,950 

$8,100 

$56,350 

$7.000 

RUN CSG 
DRLG BOR1Z 
COMPLETE 

$119.600 

$45,000 
$1530 
$12,600 

$30.000 
$7,000 

$10,000 

JL 
$15.000 
$65,000 
$2400 
$5.000 

$18400 
$2400 

$6400 
$4,000 

$4,750 
J4400. 
57)500 

$38,500 

$423,750 

$102,600 

$43,890 

$19.800 
58,800 

$45.000 
1 $5,000 
$2.500 

$14.500 
$1.500 
$5400 

TOTAL 

$5.250 
$8,000 
$$,000 

$3400 
$4.500 

$280,790 

$30,000 
$30,000 

5312,000 
$119,600 

$0 

$57.300 
$12,600 
$25,500 
$30,000 
$12.500 
$8,000 

$18.000 
$16,000 
$10,000 

$0 
$16,000 
$15,000 

$150,000 
$10,000 
$10,000 
$18,500 
$5,000 

$40,000 
$25,000 
58,000 
$9,500 

$14,000 
$7,000 
$7,500 

5113.700 

$1,250,700 

$8,100 

$102,600 

$1,950 

$45,000 

$2,500 
$11.500 
$1,500 

$5,150 

$0 
$0 

$3.500 

$352,240 

TOTAL WELL COST COMPLETED 5898,400 $704440 $1,602,940 

REMARKS: See-Attached Drilling Prognosis For Details 
Drill 17-1/2" surface hole to 450* and set 13-3/8" casing. Drill 11" intermediate hole 104,900* and set 8-5/8" casing. 
Drill 7-7/8" production hole to 10,000', KO build angle and drill to 11,400* log and evaluate Wolfcamp & Strawn (D&T costs), 
PB & set 5-1/2" casing at 11,200*. DO it KO Horial. Drill to TVD 11,360', MD 13,350' to specific BHL per detail 
Run opltlonal 4" PJ liner, acidize and equip w/ BPU If required. 

Prepared By: 

Approval 
Company; 

M, Stewsrt Initials-. 

By: 

Title: Engineer 

Title: 

Date: 

Date: 

Shni'0%: 100.0000% Net $ Amount: $1,602,940 



March 12, 2003 

Sotirios Rallis 
General Delivery 
Silivena Eqialia, Greece 

Re: CHAMBERS #2 
T-16-S,R-36-E,NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Mr. Rallis: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy of the order is enclosed for your reference. 

Please so indicate below your election of the proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter, CPL 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 • MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Yes, I/we elect to participate. 

No, I/we elect not to participate. 

Sotirios Rallis 



STATE OP NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

RECEIVED 
IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION FEB 12-POM" 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: • . . . MILLER STRATVERT, P A 

CASE NO. 12953 
ORDERNO. R-11896 

APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

• This case came on for hearing at 8:15 ajn. on October 24,2002.before Examiner 
David K. Brooks. 

NOW* on this 10^ day of February, 2003, the Division Director, having 
considered the testimony, the record and the rwr.nmini»nrinfjnng <vf 1*"? Ryaminer., 

FINDS THAT: . 

(1) Due public notice has been given, and the Division has jurisdiction of this 
case and of tiie subject matter. 

(2) Applicant seeks an order pooling all uncornmitted mineral interests in the 
StravvTi formation only, under^ng the S/2 SE/4 of Section 7, Townsliip 16 South, Range 
36 East, NMPM, I^Courityi New Mexico, fom 
proration ran* (the "80^Ac^^ 

(3) la addition, Applicant seeks approval of an unorthodox location, 
establishment, of a special project area for a proposed horizontal completion, and 
approval for simpltaneous dedication as set forth below, 

(4) AppKcant proposes to dedicateme 80-Acare UmYto its proposed Cbambers 
Well Not 2 ("the proposed well") to be drilled, in the S/2 SE/4,of Section 7, al an 
unorthodox surface location 1,038 feet from the South line and 802 feet from the East 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200 feet, then kicked off in a westerly direction to an unorthodox 
Strawn bottom-hole location approxiinately 950 feet from the South line and 1,500 feet 
from tie East line (Unit O) of Section 7. 
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(5) Applica^ expects to eiicouritê  
at a subsurface location approximately 1,000 feet from the South line and 1,025 feet fix»m 
the East line of Section 7, and then, drill approximately 500 feet horizontally into the 
Strawn. The proposed lateral will lie entirely outside tiie producing area for the proposed 
Unit in the Northeast Shoe Bar-Strawn Pool 

(6) In support of its application for approval of an unorthodox location of the 
proposed well in the Northeast Shoe Bar-Strawn Fool, Applicant presented geologic 
testimony that 

(a) Applicant1s objective in the Strawn is to locate and tap into 
algal mounds ; 

(b) these algalmounds axe i^icaUyof sniafl extent but teod to 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence indicate the 
existence of such an algal mound inthe Strawn under the Nor^ 
S/2 SE/4 of Section 7; and 

(d) aweu drilled to the Strawn mto 
a standard location in me S/2 SE/4 of Section 7, would most likely not 
erncounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect , that Applicant is the 
operator of, and owns the entire working interest in, the N/2 SE/4 of Section 7, the only 
Strawn spacing unit toward which the unorthodox location of the proposed well would 
encroach, 

(8) The unorthodox location ofthe proposed well in the Strawn, mvolying a 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a Tjrojected bottom-hole location 950 
feet from the South line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
ofthe S/2 SE/4 of Section 7. 

(9) In addition or as an alternative to completion in the Strawn, Applicant 
proposes to complete the proposed well in the Wolfcamp at a location staled to be .950 
feet from the South line and 1,500 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. Applicant proposes to 
simultaneously, dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit") originally 
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established by Order No. R-l 1682, issued in Case No. 12715, and restored by Order No. 
R-11682-A issued in Case No. 12954, to its Chambers Well No. 1 (API No. 30-025-
24617) and to the proposed weU 

(10) Applicant presented evuience to the effect that all the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, although their 
ownership percentages in the respective units ô ffer; 

(11) Although the application seeks approval of an unorthodox location in the 
Wolfcamp 950 feet from the South line and 1,500 feet from the Bast line, the testimony 
concerning the plan of drilling mdicates that the probable location at which the proposed 
well wiH encounter the Wolfcamp will more closely approximate 1,000 feet from the East 
line of the Section, rather man 1,500 feet 

(12) The probable down-hole location of the proposed well in the Wolfcamp is 
unorthodox for the North Shoe Bar-Wolfcamp PooL However, it deviates from the 
standard location toward the interior of the spacing unit and does mt encroach toward 
any adjacent spacing unit 

(13) The North Shoe Bar-Wolframp Pool is a prorated ppol witb. a depth 
bracket allowable of560 barrels: There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the unit in any proportion. 

(14) Ih the event that .the proposed well proves productive in the Wolfcamp, 
approval of the proposed unorthodox Wolfcamp location of the proposed well, which is 
driven by the anticipated geology of the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
correlative rights. 

(15) The unorthodox town-hole location ofthe proposed well in the Wolfcamp 
should be approved.. Because the number of wells in a spacing unit in the North Shoe 
Bar-Wolfcamp Pool is not restricted, no approval is required for the simultaneous 
dedication ofthe 160-Acre Unit to"the Chambers Well No. 1 and to the proposed welL 

(16) Two or more separately , owned tracts are embraced within the 80-Acre 
Unit, and/or there are owners of royally interests and/or undivided mterests in oil and gas 
minerals in one or more tracts included in the 80-Acre Unit that are separately owned. 

(17) • Applicant is an owner of an oil arid gas working interest within the 80-
Acie Unit. AppUcant has the right to drill and proposes to drill the proposed well to a 
ccjmmon source of supply within the 80-Acre Unit. . ' 
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(18) /There are fatere^ 
their interests. 

(19) To avoid the drillins of unnecessary welX rtfdtecrt: rights, 
prevent waste -and afford to the owner of each interest in the 30-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and fair share of hydrocarbons, 
this application should be approved by pooling all uncornrnitted mineral interests, 
whatever they may be, within the 80-Acre Unit 

(20) Applicant should be designated the operator of the proposed well and the 
80-Acre Unit. 

(21) The Unit should be dedicated to the proposed well. 

(22) After pooling, uncommitted working interest owners are referred to as 
non-consenting working interest owners.. (Uncommitted working interest owners" are 
owners of working mterests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing mat property.) Any 
non-consenting working interest owner should be afforded the opportunity to pay its 
share of estimated well costs of tiie proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) Any non-consenting working interest owner should be afforded the 
opportunity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absenceof such objection. 

(24) Following determination of reasonable well costs; any non-consenting 
working interest owner who has paid' its share of estimated costs should pay to the 
operator its share of the amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from tiie operator the. amount, if any, that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any nĉ -consenting working interest owner who does not pay its share of 
estimated well costs should have withheld from production its share of reasonable well 

. costs plus an a/idrtidnal 200% thereof as a reasonable charge for the risk involved ih 
driling the:wefl. 

(26) Reasonable charges for supervision, (combined fixed rates), should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually piitsuantto Section UI1.A.3. ofthe COP AS form 
titled "Accounting Procedure-Joint Operations." The operator should be authorized to 
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withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each non-ccmsenhngworfdng interest 

IT IS THEREFORE ORDERED THAT; 

(1) Pursuant to the application of Permian Resources, 2hc;, all uncommitted 
mineral interests in the Strawn formation underlying the S/2SE/4 of Section 7, Township 
16 South, Range 36 East, N.MP1M., Lea County, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and proration unit as to the Northeast . Shoe Bar-
StrawnPoot 

The 80-Acre Unit shall be dedicated to Applicant's proposed Chambers Well No. 
2 to be drilled at an unorthodox well location [surface location 802 feet from the South 
line and 1,038 from the East line, and bottom hole location approximately 950 from the 
South line and 1,500 from theEast line] wimm me S/2 SE/4 of Section 7. 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved. A special project area, to consist of the S/2 SE/4 of Section 7, 
Township 16 South, Range 36 East, NMPM, is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion of the proposed well. 

(3) The unorthodox location of the proposed well in the North Shoe Bar-
Wolfcamp Pool, approximately 800 feet from the South line and 1,000 feet from the East 
line of Section 7, is approved. 

(4) The operator of the 80-Acre Unit shall commence drilling the proposed 
weU on or before April 30,2003, and shall thereafter continue drilling the well with due 
diligence to test the Strawn formation. 

(5) In the event the operator does not conunence drû hng the proposed well on 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension tram, tiie Division I)irector for good cause. . 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement thereof, the operator shall appear before the 
Division Director and show cause why Ordering Paragraph (1) should not be rescinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acxe Unit. 
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<8) ^ After pooling,uncommitted working interest owners are referred to as 
non-consenting working interest owners. After the effective date of this coder, the 
operator shall furnish the Division and each known nm-conscEting working interest 
Owner in the Unit an itemized schedule of estimated costs of chilling, corm?leting and 
equipping the proposed well ('"well costs"). 

(9) Within 30 days from the date the schedule of estimated well costs is 
furnished, any non-consenting working interest owner shall have the right to pay its share 
of estunated' well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its . share of 
estimated weU costs as provided above, shall remain liable for operating costs but shall 
not be liable tor risk charges. 

(10) The operator shall, furnish the Division and each known non^nsentmg 
workinginterest owner an itemized schedule of actual well costs within 90 days 
following completion of the proposed well If no objectionto the "actual well costs is 
received by tiie Division, and the Division has not objected within 45 days following 
receipt of the schedule, the actual well costs shall be deemed to. be the reasonable weU 
costs. If there is an objection to actual well costs within the 45-day period, the Division 
will dcterrnine reasonable well costs after public notice and hearing. 

(11) .. Within 60 days following determination of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to -the operator its share of the snnminf that 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share of the amount that estimated WeU costs exceed reasonable well ̂ ĉ  

(12) The operator is hereby authorized tb withhold the fbllowing costs and 
charges from production: 

(a) tiie proportionate share of reasonable well costs 
attributable to each non-consenting working interest 
owner who has hot paid its share of estimated well 
costs within 30 days from the date the schedule of 
estimated well costs is furnished; an̂  

(b) as a charge for the risk kvolved marimng the well 
200% ofthe above costs. . 
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(13) In the event that a determination is mate to^ 
the Wolfcamp formation, the operator should apply tor an amendment of Order No. R-
11682-A to provide for allocation of costs within the 160-Acre Unit ' 

(14) The operator shall distribute the costs and charges withheld from 
production, proportionately, to theparties who advanced the well costs. 

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per month while drilling and $650 per month while producing, provided 
that these rates shall be adjusted annually pursuant to Section nt 1 A.3. of the COPAS 
form titled "Accounting Prqcedur ĵpint Operations" The operator is authorized to 
withhold from production the proportionate share of hoth the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each non-consenting worlds 

(16) , Except as provided in Omering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator shall notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent : 

(17) Any unleased mineral interest shall be considered -a seven-eighths (7/8) 
working interest and a onê eighth(1/8).royalty interest for thepurpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from production attdbmable to royalty 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such further orders as 
the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 



PERMIAN RESOURCES, INC. 
DRILL & COMPLETION DETAILED COST ESTIMATE 

-Cist Name: 

Well Location! 

County: 

ObJ./ Form. 

CHAMBERS 
SE/4 SE/4 (APPROX 990' FSL & 1100' FED 

Well NO.! 
SHOE BAR, NORTH (WOLFCAMP) 

Field: SHOE BAR, NE (STRAWD 

Legal: SECTION 7.T16S.R36E 

LEA State; NM Prop Depth: 11,400 feet AFE No.: 

DRILL VERTICAL. KO HORIZONTAL, COMPLETE AND EQUIP 11.400' STRAWN PUMPING OIL WELL, MD 13.200' 

CATEGORY 

INTANGIBLES: 
Build roads, locaton, piu tt, turvey 
Contact Drlg • Mobilization 
Contract Drlg • Day work 
Contract Drlg • Day work 
Contract Drlg - Footage 
Bits 
Fuel & Power $42,300 
Completion Rig 
Cement Surface 
Cement Production 

125,000 Damages $5,000 

35.0 days @ 
13.0 days @ 

feet @ 

$9.200 /day 
$9,200 /day 

/foot 

Water $15,000 

$5,500 
6, days @ $2,100 /day 

Cement Intermediate 
$30,000 

$20,000 

Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging 
Cased Hole Logging 
Perforating 
DST/Testing 
Stimulation • Acid 
Special Services 
Rentals • Surface 

$16,000 Coring 

open-hole completion 

$15.000 Stimulation - Fracture $0 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep., Housing 

Rentals • BH A Equipment Wbipstock, Piers., X-overs, Valves 
Rentals - Drill Pipe $15,000 Tubing 
Miscellaneous Rentals Frac Tanks 
Mud St Chemicals 
Rig Supervision $500,00 /day 37 Drill 
Trucking 
Insurance 
Overhead $250.00 /day 37_ Drill 
Well Equipment • Intangible Installation 
Lease Equipment • Intangible Installation 
Contingencies @ 

BOP/CK $3,500 

13 Complete 

19 Complete 

10,0% of Total 

TOTAL INTANGIBLES 

TANGIBLES: 
Well Equipment • Non Controllable 
Surface Casing • 

1,500 

Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2,500 
Flowlines 
Tanks 
Sales Equipment/Meter Runs, etc. 
Compressors 
Pumps 
Electrlcsl Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

$7,000 Tbg Head. 

$3,000 Treaters 
ftof 

$10,000 

Dehyd 

Valves $4,500 

3" Steel OD, @ _ 
2-500 Bbl Oil Tanks Used 

$3,50 /foot 

3 Poles, slack span, meter loop 

POC 

DRILL VERT 
& TEST 

$30,000 
$30,000 
$321,000 

$0 
$6-5,000 
$41,000 

$25,500 

$5,500 
$8,000 
$18,000 
$16,000 

$85,000 
$7,500 
$5,000 

$2,500 
$30,000 

$4,000 
$9,500 
$9,250 
$2,500 

$826,950 

450 ftof 13-3/8 LS OD, 48 #/ft,@ $18.00 /foot $8,100 
Intermediate Casing • 

4,900 ftof 8-5/8" OD, 24 £32 $11.50 /foot $56,350 
Producing Casing • 

11,400 ftof 5-1/2" OD, I7&20 «m,@ $9.00 /foot 
Liner • 

300 a of 4»F3 OD, 12.9 #/ft,@ $6.50 /foot 
Tubing • 

11,400 ftof 2-7/8" OD, N-80 6.5 #/ft.@ $3.85 /foot 
Rods-

6,600 ftof 1,2" FG OD, $3.00 /foot 
4,400 ftof 7/8" &I.5" OD, $2.00 /foot 

Pumping Unit/Motor API Size 640 Used Motor HP 50 

$71,450 

RUN CSG 
DRLG HOR1Z 
COMPLETE 

$119,600 

$45,000 
$15,300 
$12,600 

$30,000 
$7,000 

$10,000 
$0 

$15,000 
$65.000 
$2400 
$5,000 

$18300 
$2300 

$10,000 
$6,500 

$4,500 
$7300 

$38,500 

$423,750 

$102,600 

$1,950 

$43,890 

$19.800 
$8,800 

$45,000 
$5,000 
$2300 

$14300 
$1300 
$5,500 

TOTAL 

$5.250 
$8,000 
$5,000 

$3300 
$4300 
$3300 -

$280,790 

$30,000 
$30,000 

$322,000 
$119,600 

$0 
$110,000 
$67,300 
$12,600 
$25,500 
$30,000 
$12,500 

$18,000 

$10,000 
$0 

$16,000 

$150,000 
$10,000 
$10,000 

$5,000 

$25,000 
$8,000 
$9,500 

$14,000 
$7,000 

$1,250,700 

$8,100 

$102,600 

$1,950 

$19,800 
$8,800 

$5,000 
$2,500 

$1,500 
$5,500 
$5,250 
$8,000 
$5,000 

$0 
$0 

$3,500 
$4,500 
$3,500 

$352,240 

TOTAL WELL COST COMPLETED $898/00 $704340 $1,602,940 

REMARKS: See Attached Drilling Prognosis For Details 
Drill 17-1/2" surface hole to 450' and set 13-3/8" casing. Drill 11" intermediate hole to 4,900' and set 8-5/8" casing-
Drill 7-7/8" production hole to 10,000*. KO build angle and drill to 11,400* log and evaluate Wolfcamp &. Strawn (D&T costs). 
PB St set 5-1/2" casing at 11 .IW. DO & KO Horiztl. Drill to TVD 11.3601, MD 13,350' to specific BHL per detail. 
Run opitional 4" PJ liner, acidize and equip w/ BPU if required. 

Prepared By: 

Approval 
Company: 

M. Stewart Initials: ^ 

By: 

Title: Engineer 

Title: 

Date: 

Date: 

Shnrc %: 100.0000% Net $ Amount: $1,602,940 



PERMIAN RESOURCES, INC. 

March 12, 2003 

Andrei Rallis 
29 Victory Street 
Rose Bay 
Sydney 2023 NSW 
Australia 

Re. CHAMBERS #2 
T-16-S. R-36-E, NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Mr. Rallis: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy ofthe order is enclosed for your reference. 

Please so indicate below your election ofthe proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter, CPD 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 - MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Chambers #2 
03/12/03 

Yes, I/we elect to participate. 

No, I/we elect not to participate. 

Andrei Rallis 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

RECEIVED 
IN THE MATTER OF THE HEARING .__.vi-.~r 
CALLED BY THE OHi CONSERVATION FEB 1 2 20(R 
DIVISION FOR THE PURPOSE OF 
CONSIDERING; • . . MILLS? STRATVERT, P.A 

CASE NO. 12953 
ORDER NO. R-11896 

APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF TTTF myjKtrws 

BY THE DIVISION: 

This case came on for hearing at 8:15 am on October 24, 2002 before Examiner 
David K. Brooks. 

NOW, on this day of February, 2003, the Division Director, having 
considered the testimony, the record and the Tannnrmen/ifltions ofthe Bran-iiTier, 

awn S THAT: 

(1) Due public notice has been given, and the Division has jiirisdiction of this 
case and ofuie subject matter. 

(2) Applicant seeks an order pooling aU imcommitted mineral interests in the 
Strawn formation only, underlying the S/2 SE/4 of Section 7, Township 16 South, Range 
36 East, NMPM, Lea County, New Mexico, forming a standard 80-acre oil spacing and 
proration unit (the "8frAcre Unit" or"Unit") as to the Northeast Shoe Bar-Strawn PooL 

(3) In aoMinon, Applicant seeks approval of an unorthodox location, 
establishment, of a special project area for a proposed horizontal completion, and 
approval for simultaneous dedication as set forth below. 

(4) Applicant proposes to dedicate the 80-Acre Unit to its proposed Chambers 
Well Nos 2 C'tiic proposed well") to be drilled, in the S/2 SE/4,of Section 7, at an 
unorthodox surface location 1,038 feet from the South line and 802 feet from the Bast 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200 feet, then kicked off in a westerly dkection to an unorthodox. 
Strawn bottom-hole location approximately 950 feet from the South line and 1,500 feet 
from theiEast line (Unit 6) of Section 7. 
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(5) Applicant expects to encounter the Strawn fonhatioh in-the proposed well 
at a subsurface location approximately 1,000 feet from the South line and 1,025 feet from 
the East line of Section 7, and then drill approximately 500 feet horizontally into the 
Strawn. The proposed lateral will lie entirely outside the producing area for the proposed 
Unit in the Northeast Shoe Bar-Strawn Pool, 

(6) m support of its application for approval of an unorthodox location of the 
proposed well in. the Northeast Shoe Bar-Strawn Pool, Applicant presented geologic 
testimony that: 

(a) Applicant's objective in the Strawn is to locate and tap m^ 
algal mounds; 

(b) these algal mounds are typically of small extent but tend to 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence indicate the 
existence of such an algal mound inthe Steawn rmder the Norto 
S/2 SE/4 of Section 7; and 

(d) a well drilled to the Strawn in the N/2 SE/4 of Section 7, or at 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect, that Applicant is the 
operator of, and owns the entire wadring interest in, the N/2 SE/4 of Section 7, the only 
Strawn spacingunit toward which the unorthodox location of the proposed well would 
encroach. 

(8) The unorthodox location ofthe proposed well in the Strawn, mvolving a 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1.025 feet from the East line to a projected bottom-hole location 950 
feet from the South, line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. 

(9) In addition or as an alternative to completion in the Strawn, Applicant 
proposes to complete the proposed well in the Wolfcamp at a location stated to be .950 
feet from the South line and 1,500 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. Applicant proposes to 
simultaneously. dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit") originally 
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established by Order No. R-l 1682, issued in Case NO. 12715, and restored by Order No. 
R-11682-A issued in Case No. 12954, to its Chambers Well No. 1 (API No, 30-025-
24617) and to the proposed well 

(10) Apphoant presented, evidence to &ê  e 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, almough their 
ownership percentages in the respective units di^^ 

(11) Although the application seeks approval of an unorthodox location in the 
Wolfcamp 950 feet from the South line and 1,500 feet from the East line, the testimony 
concerning the plan of drilling indicates that the probable location at which the proposed 
well will encounter the Wolfcamp will more closely approximate 1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) . The probable down-hole location of the proposed well in the Wolfcamp is 
unoithodox for the North Shoe Bar-Wolfcamp PooL However, it deviates from the 
standard location toward the interior of the spacing unit and does not encroach toward 
any adjacent spacing unit 

(13) The North Shoe Bar-Wolfcamp Pool is a prorated pool with a depth 
bracket allowable of560 barrels'. There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the unit in any proportion. 

(14) En the event that the proposed well proves productive in the Wolfcamp, 
approval of the proposed unoithodox Wolfcamp location ofthe proposed well, which is 
driven by the anticipated geology of" the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not mfringe upon 
correlative rights. 

(15) The unorthodox down-hole lection ofthe proposed well in the Wolfcamp 
should be approved,. Because the number of wells in a spacing unit , in the North Shoe 
Bar-Wolfcamp Pool is not restricted; no approval is required for the simultaneous 
dedication ofthe 160-Acre Unit tofhe Chambers Well No. 1 and to the proposed well 

(16) Two or more separately owned tracts are embraced within the 80-Acre 
Unit, and/or there are owners of royalty mterests and/or undivided mterests in oil and gas 
minerals in one or more tracts included in the 80-Acre Unit that are separately owned 

(17) Applicant is an owner of an oil and gas working interest within, the 80-
Acre Unit. Applicant has the right to drill and proposes to drill the .proposed well to a 
common source of supply within the 80-Acre Unit, . ' 
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(18) . There are interest owners in the 80-Acre Unit that have not agreed to pool 
their interests. 

(19) To avoid the drilling of unnecessary wells, protect correlative rights, 
prevent waste-and afiford to the owner of each interest in the "80-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and' fair share of hydrocarbons, 
this application should be approved by pooling all uncommitted mineral interests, 
whatever they may be,within the 80-AcreUnit. 

(20) Applicant should be designated the operator of the proposed well and the 
80-Acre Unit. 

(21) The Unit should be dedicated to the proposed well. 

(22) After pooling, unconmiitted working interest owners are referred to as 
non-consenting working interest owners.. (Uncommitted working interest owners*' are 
owners of working interests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing that property.) Any 
non-coiisenting working interest owner should be afforded the opportunity to pay its 
share of estimated weU costs of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of reduction.. 

(23) Any non-consenting working interest owner should be afforded the 
opportuiiity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absence of such objection. 

(24) Following determination of reasonable well costs, any non-consenting 
working interest owner who has paid- its share of estimated costs should pay to the 
operator its share ofthe amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the amount, if any* that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any non-consenting working interest owner who does not pay its share.of 
estimated well costs should have withheld from production its share of reasonable well 

. costs plus an additional 200% thereof as a reasonable charge for the risk involved ih 
drilling the well. 

(26) Reasonable charges for supervision (combined fixed rates) should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually piirsuantto Section IEL1.A.3. ofthe COPAS form 
titled "Accounting Procedure-Joint Operations." The operator should be authorized to 
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withhold from production, the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each noh-co^ 

IT IS THEREFORE ORDERED THAT; 

. - (1) Pursuant tb the application of Permian Resources, 2hc;, all uncommitted 
mineral interests in the Strawn formation underlying the S/2 SE/4 of Section 7, Township 
16 South, Range 36 East, NJMPK, Lea County, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and proration unit as to the Northeast . Shoe Bar-
Strawn Poot 

The 80-Acre Unit shall be dedicated to AppHcant's proposed Chambers Well No. 
2 to be drilled at ah unorthodox well location [surface location 802 feet from the South 
line and 1,038 from the East line, and bottom hole location approximately 950 from the 
South line and 1,500 from the East line] within the S/2 SE/4 of Section 7. 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved. A special project area, to consist of the S/2 SE/4 of Section 7, 
Township 16 Scram, Range 36 East, NMPMj is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion of the proposed well. 

(3) The unorthodox location of the proposed well in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South line and 1,000 feet from the East 
. line of Section 7, is approved. 

(4) The operator of tiae 80-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter continue drilling the well with <hie 
diligence to test the Strawn formation. 

(5) In the event the operator does not commence drilling the pio^ 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension from tiie Division Director for good cause. 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement thereof; the operator shall appear before the 
Division Director and show cause why Ordering Paragraph (1) should not be rescinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acre Unit. 
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(8) After pooling,, uncommitted work^ 
non-consenting working interest owners. After me effective date of this order, the 
operator shall furnish the Division and each known nonconsenting working interest 
Owner in the Unit an itemized schedule of estimated costs of .drilling, completing and 
equipping the proposed well ("well costs"). 

(9) Within 30 days from the date the schedule of estimated well costs is 
famished, any nm-roosenting working interest owner shall have the right to pay its share 
of estimated1 well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its share of 
estimated well costs as provided above, shall remain liable for operating costs but shall 
not be liable for risk charges. 

(10) The operator shall, furnish the Division and each known non-consoiting 
working interest owner an itemized schedule of actual well costs within 90 days 
foUowing completion of the proposed well. If no objection to the actual well costs is 
received by the Division, and the Division has not objected within 45 days following 
receipt of the schedule, the actual well costs shall be deemed to be the reasonable well 
costs. If there is an objection to actual weU costs within the 45-day period, the Division 
will determine reasonable weU costs after public notice and hearm 

(11) .. Within 6Q days following determination of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to the operator its share of the amount that 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share of the amount that estimated well costs exceed reasonable well costs. 

(12) The operator is hereby authorized to withhold the following costs and 
charges from production: 

(a) tiie proportionate share of reasonable well costs 
attributable to each non-wnsenting wo 
owner who has hot paid its share.of estimated well 
costs within 30 days from the date the schedule of 
estimated well costs is furnished; and 

(b) as a charge for the risk involved in drilling the well, 
200% of the above costs. . 
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(13) In the event that a determination is made to complete the proposed well in 
the Wolfcamp formation, the operator should apply for an amendment of Qrder No. R-
U682-A to provide :for allocation of ̂  ' 

(14) The operator shall .distribute the. costs and chargeŝ wuliheld from 
production, proportionately, to the parties who advanced the well costs. 

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per month-while drilling and $650 per month while producing, provided 
that these rates shall be adjusted ahnually piarsuant to Section IJX1A.3. of the COPAS 
form titled "Accounting Procedure-Joint Operations." The operator is authorized to 
withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable fo each ncm-consentingwcddng hitei^^ 

(16) . Except as provided in Ordering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator sh^i notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent : 

(17) Any unleased mineral interest shafl be considered -a seven-eighths (7/8) 
working interest and a onehrighth.(!L*8).royalty interest for the. purpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from production attributable to royalty intercste. 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such further orders as 
the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

'. WROTENBERY 
Director 



PERMIAN RESOURCES, INC. 
DRILL & COMPLETION DETAILED COST ESTIMATE 

..case Nome; 

Well Location; 

County: 

ObJ./ Form. 

CHAMBERS 

SE/4 SE/4 (APPROX 990' FSL& 1100* PEL) 

Well NO.! 
SHOE BAR, NORTH (WOLFCAMP) 

Field; SHOE BAR. NE (STRAWN) 

Legal; SECTION 7.T16S.R36E 

LEA State; NM Prop Depth: 11,400 feet AFE No.; 

DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP )) ,400' STRAWN PUMPING OIL WELL. MD 13,200' 

CATEGORY 
DRILL VERT 

A TEST 

RUN CSC 
DRLG HORIZ 
COMPLETE TOTAL 

INTANGIBLES; 
Build roads, locaton, pits & survey 
Contract Drlg - Mobilization 
Contract Drlg • Day work 
Contract Drlg • Day work 
Contract Drlg • Footage 
Bits 
Fuel & Power $42,300 
Completion Rig _____ 
Cement Surface $5,500 
Cement Production 

$25,000 

3S.0 days @ 
13.0 days @ 

feet @ 

Damages $5,000 

S9.200 /day 
$9,200 /day 

/foot 

Water $15,000 

Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging _ 
Cased Hole Logging 
Perforating 
DST/Testing 
Stimulation • Acid 
Special Services 
Rentals • Surface 

6_ days @ S2.100 /day 
Cement Intermediate 

$30,000 

$16,000 Coring. 

open-hole completion 

Sl 5,000 Stimulation - Fracture 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep,, Housing 

Rentals - BHA Equipment Whlpstock, Piers,, X-overs, Valves 
Rentals • Drill Pipe $15.000 Tubing 
Miscellaneous Rentals Frac Tanks 
Mud & Chemicals 
Rig Supervision $300.00 /day 
Trucking 
Insurance 
Overhead $250.00 /day 
Welt Equipment • Intangible Installation 
Lease Equipment - Intangible Installation 
Contingencies @ _ _ 

37 Drill 

37 Drill 

10.0% ofTotal 

TOTAL INTANGIBLES 

TANGIBLES: 

$20,000 

$0 

BOP/CK $3,500 

13 Complete 

19 Complete 

$30,000 
$321,000 

SO 
$65,000 

$25,500 

$5,500 
$8,000 

$18,000 

$16,000 

585,000 
$7,500 
$5,000 

$2,500 
$30,000 
S18J00 
$4,000 

$9,250 
$2,500 

$75,200 

$826,950 

$119.600 * 

$45.000 
$15,300 
$12,600 

$30,000 
$7,000 

$10.000 
$0 

$15,000 
$65,000 

$5,000 
$18400 
$1400 

$10.000 
$6,500 
$4.000 

$4,750 
$4.500 
$7400 

$423.750 

$30,000 
$30,000 

$322,000 
5119,600 

$0 
$110,000 
$57,300 
$12,600 

$12,500 

518,000 

$10,000 
$0 

$16,000 
$15,000 

$150,000 
$10,000 
$10,000 
$18,500 
55,000 

$40,000 

$8,000 
59,500 

514,000 
$7,000 

Sl,250,700 

Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2,500 
Plowlines 1,500 
Tanks 
Salts Equipment/Meter Runs, etc. 
Compressors 
Pumps 
Electrical Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

57,000 Tog Head. 

$3,000 Treaters 
ftof 

Dehyd 

Valves $4,500 

3" Steel OD,( 
2 -J00 Bbl OU Tanks Used 

$3,50 /foot 

3 Poles, slack span, meter loop 

POC 

$7,000 
$2.500 

514,500 

$5,500 

Surface Casing • 
450 ftof 13-3/8 LS OD, 48 #/«,© $18.00 /foot $8,100 $8,100 

Intermediate Casing -
4,900 ftof 8-5/8" OD, 24&32 m@ $11.50 /foot $56,350 $56,350 

Producting Casing • 
11,400 ftof 5-1/2" OD, 17&20 $9,00 / foot $102,600 5102,600 

Liner • 
300 ftof 4"FJ OD, 12.9 #/ft,@ $6,50 /foot $1,950 $1,950 

Tubing • 
11,400 ftof 2-7/8" OD, N-80 6,5 #/ft,@ $3.85 /foot $43,890 $43,890 

Rods-
6,600 ftof 1,2" FG OD. 53.00 /foot $19,800 $19,800 
4,400 ftof 7/8" &I.5" OD, $2.00 /foot $8,800 $8,800 

Pumping Unit/Motor API Size 640 Used Motor HP 50 $45,000 $45,000 

$5,250 
$8,000 

$3400 
$4400 
$3400 

$280,790 

$5,000 
$2,500 

$21,500 
$1,500 

$5,250 

55,000 
$0 
$0 

$3,500 
$4400 

$352,240 

TOTAL WELL COST COMPLETED 5898,400 $704440 51,602,940 

REMARKS: See Attached Drilling Prognosis For Details 

Prepared By; 

Approval 
Company; 

Drill 17-1/2" surface hole to 450' and tet 13-3/8" casing. Drill 11" intermediate hole to 4,900' and set 8-5/8" casing. 
Drill 7-7/8" production hole to 10,000', KO build angle and drill to 11,400' log and evaluate Wolfcamp & Strawn (D&T costs). 
PB & set 5-1/2* casing at 11.2001. DO tt KO Horiztl, Drill to TVD 11,360', MD 13.350' to specific BHL per detail 
Run opitlonal 4" FJ liner, acidize and equip w/ BPU ifrequired. 

M. Stewart Title; Engineer 

Title; 

Date: 

Date; 

Share %; 100,0000% Net $ Amount: $1,602,940 



PERMIAN RESOURCES, INC. 

March 12, 2003 
CERTIFIED RETURN RECEIPT REQUESTED 
7001 1140 0002 8314 6138 

Miriam P. Christopher 
566 Willow Road 
Winnetka, Illinois 60093-4138 

Re: CHAMBERS #2 
T-16-S, R-36-E, NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Ms. Christopher: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy ofthe order is enclosed for your reference. 

Please so indicate below your election of the proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter, CPU 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 - MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 



Page 2 
Chambers #2 
03/12/03 

Yes, I/we elect to participate. 

No, I/we elect not to participate. 

Miriam P. Christopher 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND I^TTJRAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

RECEIVED 
IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION FEB 12 2f]fR 
DIVISION FOR THE PURPOSE OF • 
CONSIDERING: ,. ' . MILLER STRATVERT.' P. A 

CASE NO. 12953 
ORDER NO. R-11896 

APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This case came on for hearing at 8:15 aon. on October 24,2002 before Examiner 
David K. Brooks. 

NOW, on this 10* day of February, 2003, the Division Director, having 
considered the testimony, the record and the reconimerulations of the Examiner, 

sum S.THAT: 

(1) Due public notice has been given, and the Division has jurisdiction of this 
case and of the subject matter. 

(2) Applicant seeks an order pooling an uiic r̂rirmtted mineral interests in the 
Strawn fbrrnation only, underlying the S/2 SE/4 of Section 7, Township 16 South, Range 
36 East, NMPM, Lea County, New Mexico, forming a standard 80-acre ofl spacing and 
proration unit (the "SO^Acre Unit" or^Unit") as to the Northeast Shoe Bar-Strawn PooL 

(3) In addition, Applicant seeks approval of an unorthodox location, 
establishment, of a special project area for a proposed horizontal completion, and 
approval for sarrraltaneous dedication as set forth below. 

(4) Applicant proposes to dedicatethe 80-Acre Umt to its proposed Chambers 
Well No; 2 ("me proposed , well") to be drilled, in the S/2 SE/4 of Section 7, at an 
unorthodox surface location 1,038 feet from the South line and 802 feet from the East 
line (TJnit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200 feet, then kicked off in a westerly direction to an unorthodox. 
Strawn bottom-hole location approjcimately 950 feet from the South line and 1,500 feet 
from the East line i^nit O) of Section 7. 
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(5) Appkc^t expects to enw^ 
at a subsurface location approximately 1,000 feet from the South line and 1,025 fed from 
the Bast line of Section 7, and then drill approximately 500 feet horizoiually into the 
Strawn. The proposed lateral will lie entirely outside the producing area for the proposed 
Unit in the Northeast Shoe Bar-Strawn PooL 

(6) lh support of its application for approval of an unorthodox location of the 
proposed well in. the Northeast Shoe Bar-Strawn Pool, Applicant presented geologic 
testimony tihafc 

(a) Apphcants obj ective in the Shawn is to legate and t ^ 
algal mounds; 

(b) these algal mounds are typically of small extent but tend to 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence indicate the 
existence of such an algal mound m me Strawn under the Nor^ . 
S/2 SE/4 of Section 7; and 

(d) a well drilled to the Strawn in the N/2 SE/4 of Section 7, or at 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect, that Applicant is the 
operator of, and owns the entire working interest in, the N/2 SE/4 of Section 7, the only 
Strawn spacingitoit toward which the unorthodox location of the- proposed well would 
encroach, 

(8) The unorthodox location ofthe proposed well in the Strawn, involving a 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 
feet from the South line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. 

(9) In adLdttioh or as an alternative to completion in the Strawn, Applicant 
proposes to complete the proposed well in the Wolfcamp at a location stated to be .950 
feet from the South line and 1,500 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. Applicant proposes to-
simultaneously dedicate the 160-Acre Wolieamp Unit ("the 160-Acre Unit") originally 
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established by Order No. R-l 1682, issued in Case NO. 12715, and restored by Order No. 
R-11682̂ A issued in Case No, 12954, to its (chambers Well No. 1 (API No. 30-025-
24617) and to the proposed well 

(10) Applicant presented evidence to the effect that all the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, although their 
ownership percentages m t^ 

(11) Although, the application seeks approval of an unorthodox location in the 
Wolfcamp 950 feet from the South line and 1,500 feet from the East line, the testimony 
concerning the plan of drilling indicates that the probable location at which the proposed 
well will encounter the Wolfcamp will more closely approximate 1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) The probable down-hole location of the proposed well in the Wolfcamp is 
unorthodox for the North Shoe Bar-Wolfcamp Pool. However, it deviates from the 
standard location toward the interior of the spacing unit and does not encroach toward 
any adjacent spacing unit 

(13) The North Shoe Bar-Wolfcxamp Pool is a prorated pool with a depth 
bracket allowable of560 barrels: There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the ixoit in any proportion, 

(14) La. the event that the p-oposed well proves productive in the Wolfcamp, 
approval of the proposed utiotthodox Wolfcamp location of the proposed well, which is 
driven by the anticipated geology of the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
co-relative rights. 

(15) The Tmarfliodox dbwh-hole location ofthe proposed well in the Wolfcamp 
should be approved.. Because the number of wells in a spacing unit in the North Shoe 
Bar-Wolfcamp Pool is not restricted, no approval is rcojhred for the simultaneous 
dedication of the 160-Ac«Unittosthe Chtunbers WellNo. 1 and to the proposed welL 

(16) Two or more separately owned tracts are embraced within the 80-Acre 
Unit, and/or there are owners of royalty interests and/or undivided mterests in oil and gas 
minerals in one or more tracts included in the 80-Acre Unit that are separately owned 

(17) • Applicant is an owner of an oil arid gas working interest within, the 80-
Acre Unit Applicant has the right to drill and proposes to drill the proposed well to a 
common, source of supply withm the 80-Acre Unit, . ' 
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(18) ".. There are interest owraers in the 80-Acre Unit that have not agreed to pool 
their interests. 

(19) To avoid the drilling of unnecessary wells, raotert : ccrrelatî  rights, 
prevent waste •and afibrd to the owner of each interest in the 86-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and' fair share of hydrocarbons, 
this application should be approved by pooĥ g unconmutted mme^ interests, 
whatever they may be, within the 80-Acre Unit. 

(20) Applicant should be designated the operator of the proposed well and the 
80-Acre Unit. 

(21) The Unit should be dedicated to the proposed well. 

(22) After pooling, micommitted working interest owners are referred to as 
non-coiisenting working interest owners.. (Uncommitted working interest owners" are 
owners of working interests in the property to be pooled, mcluding unleased mineral 
interests, who are not parties to an operating agreement governing that property.) Any 
non-coiisentmg working interest owner should be afforded the opportunity to pay its 
share of estimated well costs Of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) Any non-consenting working interest owner should be afforded the 
opportunity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absence of such objection. 

(24) Following determination of reasonable well costs, any nonnxjusenling 
working interest owner who has paid- its share of estimated costs should pay to the 
operator its share of the amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the. m̂omi*, if any* that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any noo-consenting worlring interest owner who does not pay its share of 
estimated well costs should have withheld from production its share of reasonable well 

. costs plus an atidrtibnal 200% thereof as a reasonable charge for the risk involved in 
drilling theswell. 

(26) Reasonable charges for supervision, (combined fixed rates) should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually pursuant to Section HL1.A.3. ofthe COP AS form 
titled "Accounting Procedure-Joint Operations." The operator should be authorized to 
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withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to>each nou-consentmg working interest 

IT IS THEREFORE ORPERRT1 TH AT-

. (1) Pursuant to the apphcation of Permian Resources, Inc;, all unconmiitted 
mineral interests in the Strawn formation underlying the S/2 SE/4 of Section 7, Township 
16 South, Range 36 East, NMJPJVl, Lea Comity, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and proration unit as to the Northeast, Shoe Bar-
Strawn PooL 

The 80-Acre Unit shall be dedicated to AppEcant's proposed Chambers Well No. 
2 to be (hilled at an unorthodox well location [surface location 802 feet from the South 
line and 1,038 from ihe East line, and bottom hole location approximately 950 from the 
South line and 1,500 from &e East line] wi 

(2) The unorthodox location of the proposed wen m the Northeast Shoe Bar-
Strawn Pool is approved. A special project area, to consist of the S/2 SE/4 of Section 7, 
Township 16 South, Range 36 East, NMPM; is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion ofthe proposed well. 

(3) The unorthodox location of the proposed well in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South hhe and 1,000 feet from the East 

. line of Section 7, is approved. 

(4) The operator of the 80-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter continue drilling the well with nue 
diligence to test the Strawn formation. 

(5) m me event me operator does riot commence d^ 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension from the Division I>ir^or for good cause. . 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commenx«ment mereof, the operator shall appear before the 
Division Director and show cause why Ordering Paragraph (1) should not be rescinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acre Unit 
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•(8) After pooling, Trocomrmtted woritfrig interest owners are referred to as 
non-consenting working interest owners. After the effective date of this order, the 
operator shall fiirnish the Division and each known nm-consenting working interest 
owner in the Unit an iterjaized schedule of estimated costs of drUling, completing and 
equipping the proposed well ("well costs"). 

(9) Within 30 days from the date the schedule of estimated well costs is 
furnished, any noh-conseiiting working interest owner shall have the right to pay its share 
of estimated well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its share of 
estimated well costs as provided above, shall wsniain Hable for operating costs but shall 
not be liable for risk charges. 

(10) The operator shall famish the Division and each known non-consenting 
working interest owner an itemized schedule of actual well costs within 90 days 
foUowing completion of the proposed-well. If no objection to the actual well costs is 
received by the Division, and the Division has not objected within 45 days following 
receipt of the schedule, the actual well costs shall be deemed to be the reasonable weU 
costs. If there is an objection to actual well costs within the 45-day period, the Division 
will detemiine reasonable well costs after pi&lic notice and 

(11) Within 60 days following detjernmmtron of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to -the operator its share of toe amount that 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share ofthe amount that estimated well costs exceed reasonable well costs, 

(12) The operator is hereby authorized to withhold the following costs and 
charges from production: 

(a) the proportionate share of reasonable well costs 
attributable to each non-e»nscming workmg interest 
owner who has not paid itsi share of estimated well 
costs within 30 days from ihe date the schedule of 
estimated well costs is furnished; and 

(b) as a charge for the risk involved in drilling the well, 
200% of the above costs. 
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(13) In the event that a determmation is made to complete the proposed well in 
the Wolfcamp formation, the operator should apply for an amendment of Order No. R-
11682-A to provide for allocation of w 

(14) The operator shall distribute the. costs and charges wuMeld from 
production, proportionately, to the paiiies who advanced the weUco^ 

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per monm while drilling and $650 per month while producing, provided 
that these rates shall be adjusted ahnually pursuant to Section DX1 A.3. of the COPAS 
form titled "Accounting Procedure-joint Operations." The operator is authorized to 
withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each non-consenting working interest. 

(16) . Except as provided in Ordering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator *haVi notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent -

(17) Any unleased mineral interest shall be considered-a seven-eighths (7/8) 
working interest and a onê eighth (L&) royalty interest for the.purpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from production attributable to ro 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such furfhet orders as 
the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

! WROTENBERY 
Director 

i 



PERMIAN RESOURCES, INC. 
DRILL & COMPLETION DETAILED COST ESTIMATE 

-case Name: 

Woll Locutions 

County: 

Ob\J Form. 

CHAMBERS 

SB/4 SB/4 (APPROX 9W FSL & I 100' FEL) 

Well No.: 
SHOE BAR, NORTH (WOLFCAMP) 

Field! SHOE BAR. WE (STRAWN) 

Legal: SECTION 7, T16S, R36E 

LEA State: NM Prop Depth; 11,400 feet AFE No.*. 

DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11.400' STRAWN PUMPING OIL WELL. MD 13.200' 

CATEGORY 

INTANGIBLES: 
Build roads, locaton, plu & survey 
Contract Drlg • Mobilization 
Contract Drlg • Day work 
Contract Drlg • Daywork 
Contract Drlg • Footage 
Bits 
Fuel it Power 542,300 
Completion Rig _____ 
Cement Surface $3,500 
Cement Production 

S2J.000 

35,0 days @ 
13.0 days @ 

feet @ 

Damages $5,000 

$9.200 /day 
$9,200 /day 

/foot 

Water $15,000 
6. days @ $2,100 /day 

Cement Intermediate $20.000 

Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging _ 
Cased Hole Logging 
Perforating 
DST/Testing 
Stimulation • Acid 
Special Services 
Rentals • Surface 

Coring, 

open-note completion 

$15,000 Stimulation • Fracture 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep., Housing 

Rentals • BHA Equipment Whipstock, Piers., X-overs, Valves 
Rentals - Drill Pipe $15,000 Tubing 
Miscellaneous Rentals Free Tanks 
Mud SL Chemicals 
Rig Supervision $500,00 /day 
Trucking 
Insurance 
Overhead $250,00 /day 
Well Equipment • Intangible Installation 
Lease Equipment • Intangible Installation 
Contingencies @ 

$0 

BOP/CK $3,500 

37 Drill 

37 Drill 

13 Complete 

19 Complete 

I0.0V. of Total 

TOTAL INTANGIBLES 

TANGIBLES: 
Well Equipment • Non Controllable 
Surface Casing • 

450 ftof 13-3/8 LS OD, 48 m,® $18.00 /foot 
Intermediate Casing • 

4,900 ftof 8-5/8" OD, 24&32 m® $11.50 /foot 
Producing Casing • 

11,400 ftof $-1/2" OD. 17&20 #/ft,@ $9.00 /foot 
Liner • 

300 ftof 4"FJ OD. 12.9 #/ft,@ $6,50 /foot 
Tubing • 

11,400 ftof 2-7/S" OD, N-80 6.5 mtt,® $3.85 /foot 
Rods-

6,600 ftof 1,2" FG OD. $3.00 /foot 
4,400 ftof 7/8" i t 1.5" OD. $2.00 / foot 

Pumping Unit/Motor API Size 640 Used Motor HP 

DRILL VERT 
& TEST 

$30.000 
$312.000 

1.500 

Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2.500 
Plowlines 
Tanks 
Sales Equipment/Meter Runs, etc. 
Compressors 
Pumps 
Electrical Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

50 

$7.000 Tbg Head. 

$3,000 Treaters 
ftof 

$10,000 

Dehyd 

Valves $4,500 

3" Steel OD, @ _ 
2-500 Bbl Oil Tanks Used 

$3.50 / foot 

3 Poles, slack span, meter loop 

POC 

SO 
$65,000 
542,000 

$25,500 

$5,500 
$8,000 

$18,000 
$16,000 

$16,000 

$7,500 
$_ooq_ 

$2,500 
$30,000 
$18,500 
$4,000 
$9,500 
$9,250 
$1,500 

$75,100 

$826,950 

S8.100 

$56,350 

$71,450 

RUN CSG 
DRLG HOR1Z 
COMPLETE 

$45,000 
$15,300 
$12,600 

S7.000 

$10.000 
$0 

515.000 
$65.000 
52.500 

$18400 
$2.500 

510,000 
$6.500 
54.000 

S4J50 
54.500 
57.500 

5423,780 

5101.600 

51,950 

$43.890 

519.800 
$8,800 

1 55,000 
51,500 

514400 
51,500 
$5,500 _ 
55.250 
58,000 
55.000 

53400 
54.500 

TOTAL 

53.500 . 

5280,790 

$30,000 
$30,000 

$119.600 
$0 

$110,000 

$30,000 
$12,500 

$18,000 

$0 
$16,000 
$15,000 

5150.000 
$10,000 
$1010

|10 

$18,500 
$5,000 

$40,000 
$25,000 
$8,000 
$9,500 

$14.000 
$7.000 
$7.500 

$113,700 

51,150,700 

$8,100 

$56,350 

$102,600 

$1,950 

$43,890 

519^00 
$8,800 

545,000 
$5,000 
$2,500 

$11,500 
$1,500 

$5,150 
$8,000 
55,000 

$0 
$0 

$3.500 
$4,500 
53,500 

$351,140 

TOTAL WELL COST COMPLETED $898,400 5704,540 

REMARKS: See Attached Drilling Prognosis For Details 
Drill 17-1/2" surface hole to 450* and set 13-3/8" casing. Drill 11" intermediate hale to 4,900' and set 8-5/8" casing-
Drill 7-7/8" production hole to 10,000', KO build angle and drill to 11,400* log and evaluate Wolfcamp Si Strawn (D&T costs). 
PB & set 5-1/2* casing at 11,20Cf. DO & KO Horiztl, Drill to TVD 11,360', MD 13,350' to specific BHL per detail. 
Run opitional 4" Fi liner, acidize and equip w/ BPU If required, 

Prepared By: 

Approval 
Company: 

M. Stewart Initials: Title: Engineer 

By:, Title: 

Date: 

Date: 

Share %: 100.0000% Net 5 Amount: $1,602,940 



PERMIAN RESOURCES, INC. 

March 12, 2003 
CERTIFIED RETURN RECEIPT REQUESTED 
7001 1140 0002 8314 6206 

Nancy Fox 
190 Aurielle Drive 
Colchester, Vermont 05446 

Re: CHAMBERS #2 
T-16-S,R-36-E,NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Ms. Fox: 

Pursuant to Order No. R-l 1896 ofthe State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy of the order is enclosed for your reference. 

Please so indicate below your election ofthe proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

Sincerely, 

William L. Porter, GPL 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 - MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Chambers #2 
03/12/03 

Yes, I/we elect to participate. 

No, I/we elect not to participate. 

Nancy Fox 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

• RECEIVED 
IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION FEB 12 2003 
DIVISION FOR T H E PURPOSE OF 
CONSIDERING: • . .-. MILLER STRATVERT, F A 

CASE NO. 12953 
ORDER NO. R-11896 

APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

• This case came on for hearing at 8:15 ajn. on October 24,2002.befbre Examiner 
David K. Brooks. 

NOW. on tins day of February, 2003, the Division Director, having 
considered the testimony, the record and the recommendations of the Exarniner, 

nm*. STHATr 

(1) Due public notice has been given, an d the Division has jurisdiction of this 
case and of the subject matter. 

(2) AppHcant seeks an order pooling aU uncoirm^ 
Strawn formation only, xmderlying the S/2 SE/4 of Section 7, Township 16 South, Range 
36 East NMPM, Lea County, New Mexico, forming a standard 80-acre dflspacmg and 
proration unit (the *8CfcAcre Unit" orTJnit") as to the Northeast Shoe Bar-Strawn PooL 

(3) In addition, Applicant seeks approval of an unorthodox location, 
establishment, of a special project area for a proposed horizontal completion, and 
approval for simultaneous dedication as set forth below. 

(4) Applicant proposes to dedicate the 80-Acre Unit to its proposed Chambers 
Well Nos 2 C'tihc proposed , well") to be drilled, in the S/2 SE/4 of Section 7, at an 
unorthodox surface location 1,038 feet from the South line and 802 feet from the East 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200 feet, then kicked off in a westerly direction to an unorthodox. 
Strawn bottom-hole location approjdrnatery 950 feet from the South line and 1,500 feet 
from tieiEast Ihw^nitO) of Section 7. 
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(5) Appttc t̂ eirpecfr to 
at a subsurface location approximately 1,000 feet from the South line and 1,025 feet from 
the Bast line of Section 7, and then drill approximately 500 feet horizontally into the 
Strawn. The proposed lateral will lie entirely outside the producing area for the proposed 
Unit in the Northeast Shoe Bar-Strawn PooL 

(6) m support of its application for approval of an unorthodox location of the 
proposed well in the Northeast Shoe Bar-Strawn Pool, Applicant presented geologic 
testimony that 

(a) Applicant's objective in the Strawn is to locate and tap ̂  
algal mounds; 

(b) these algal mounds are typically of small extent but tend to 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence mdicate the 
existence of such an algal moundin me Strawn rmder me North part of the 
S/2 SE/4 of Section 7; and 

(d) aweUdrilledto the Strawn in me NZ2 SE/4 of Section 7, or at 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter me targeted algal mound. 

(7) Applicant presented land testimony to the effect , that Applicant is the 
operator of, and owns the entire working interest in, the N/2 SE/4. of Section 7, the only 
Strawn spacing unit toward which the unorthodox location of the proposed well would 
encroach, 

(8) The unorthodox location ofthe proposed well in the Strawn, mvolving a 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 
feet from the South line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. 

(9) In addition or as an alternative to completion in the Strawn, Applicant 
proposes to complete the proposed well in the Wolfcamp at a location stated to be 950 
feet from the South line and 1,500 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. AppUcant proposes to-
simultaneously , dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit") originally 
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established by Order No. R-l 1682, issued in Case. NO. 12715, and restored by Order No. 
R-11682-A issued in Case No. 12954, to its Chambers Well No. 1 (API No, 30-025-
24617) and to the proposed well 

(10) Applicant presented evidence to the effect that all the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, almough their 
ownership percentages in the respective umte differ. 

(11) Although the application seeks approval of an unorthodox location in the 
Wolfcamp '950 feet from the South line and 1,500 feet from the Bast line, the testimony 
coriceraing the plan of drilling indicates that the probable location at which the proposed 
well will encounter the Wolfcamp will more closely approximate 1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) The probable down-hole location ofthe proposed well in the Wolfcamp is 
imorthodox for the North Shoe Bar-Wolfcamp PooL However, it deviates from the 
standard location toward the interior of me spacing unit and does not encroach toward 
any adjacent spacing unit 

(13) The North Shoe Bar-Wolfcamp Pool is a prorated pool with a depth 
bracket allowable of560 barrels; There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the unit in any proportion. 

(14) In the event that the proposed well proves productive in the Wolfcamp, 
approval of the proposed unorthodox Wolfcamp location ofthe proposed well, which is 
driven by the anticipated geology of the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
correlative rights. 

(15) The unorthodox down-hole location ofthe proposed well in the Wolfcamp 
should be approved.. Because the number of wells in a spacing unit, in the North Shoe 
Bar-Wolfcamp Pool is not restricted, no approval is required for the simultaneous 
dedication ofthe 160-Acre Unit to'the Chambers Well No. 1 and to the proposed well 

(16) Two or more separately owned tracts are embraced within the 80-Acre 
Unit, and/or there are owners of royalty interests and/or undivided mterests in oil and gas 
minerals in one or more tracts mcluded in the 80-Acre Unit that are separately owned. 

(17) Applicant is an owner of an oil and gas working interest within the 80-
Acre Unit Applicant has the right to drill and proposes to drill the .proposed well to a 
common source of supply within the 80-Acre Unit 
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(18) . There are interest owners in me 80-Acre Unit that nave not agreed, to pool 
their interests. 

(19) To avoid the drilling of unnecessary wells, protect correlative rights, 
prevent waste-and afford to the owner of each mterestm me 80-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and fair share of hydrocarbons, 
this appfication should be approved by pooling all uncommitted mineral interests, 
whatever they may be, within the 80-Acre Unit. 

(20) Applicant should be designated the operator of the proposed well and the 
80-Acre Unit 

(21) The Unit should be dedicated to the proposed well. 

(22) After pooling, uncommitted working interest owners are referred to as 
non-consenting working interest owners.. (Uncommitted working interest owners" are 
owners of working interests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing that property.) Any 
non-consenting working interest owner should be afforded the opportunity to pay its 
share of estimated well costs Of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) Any non-consenting working interest owner should be afforded the 
opportunity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absence of such objection. 

(24) Following determination of reasonable well costs; any nonnxmsenttog 
working interest owner who has paid- its share of estimated costs should pay to the 
operator its share of the amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the amount, if any, that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any non-consenting woiddng interest owner who does not pay its share .of 
estimated well costs should have withheld from production its share of reasonable well 

.. costs plus an additional 200% thereof as a reasonable charge for the risk involved in 
drilling thewell. 

(26) Reasonable charges for supervision, (combined fixed rates) should be fixed 
at $6,000 per month while drilling and $650 per month while prcxiucing, provided that 
these rates should be adjusted annually pursuant to Section HX l.A.3. of the COPAS form 
titled "Accounting Procedure-Joint Operations." The operator should be authorized to 
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withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to eaeh non-consenting working mtff 

IT IS THEREFORE ORDERED THAT: 

. - (1) Pursuant to the appUcarion of Permian Resources, Znc;, all uncommitted 
mineral mterests in the Strawn formation underlying the S/2 . SE/4 of Section 7, Township 
16 South, Range 36 East, N.MP.M., Lea Comity, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and proration unit as to the Noruieast .Shoe Bar-
Strawn PooK 

The 80-Acre Unit shall be dedicated to Applicant's proposed Chambers Well No. 
2 to be drilled at an unorthodox well location [surface location 802 feet from the South 
line and 1,038 from the East line, and bottom hole location approximately 950 from the 
South line and 1,500 from the Easth^]withm me S/2 SE/4 of Section 7. 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved A special project area, to consist of the S/2 SE/4 of Section 7, 
Township 16 Sorath, Range 36 East, NMPM* is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion of the proposed well. 

(3) The unorthodox location of the. proposed well, in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South line and 1,000 feet from the East 
line of Section 7, is approved. 

(4) The operator of the 80-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter continue drilling the well with dhe 
diligence to test the Shawn formation. 

(5) m Ihe event ̂ operator does not com^ 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension from me Division Director for good cause. 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement thereof, the operator shall appear before the 
Division Director and show cause why Ordering Paragraph (1) should not be rescinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acre Unit. 
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{8) After pooLmg, rmaDrrmtitted woridng interest owners are referred to as 
non-consenting working interest owners. After the effective date of this order, the 
operator shall furnish the Division and each known non-consenting working interest 
Owner in the Unit an itemized schedule of estimated costs of chilling, completing and 
equipping the proposed well ("well costs"). 

(9) Within 30 days from the date the schedule of estimated well costs is 
furnished, any non-consenting working interest owner shall have the right to pay its share 
of estimated1 well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its share of 
estimated well costs as provided above, shall remam liable for operating costs but shall 
not be liable for risk charges. . . ' 

(10) The operator shaU furnish the Division and each known non-consenting 
weddhg interest owner an itemized schedule of actual well costs within 90 days 
fouowirig completion of the proposed well. I f no objection to the actual well costs is 
received by the Division, and the Division has not objected within 45 days following 
receipt of the schedule, the actual well costs shall be deemed to. be the reasonable well 
costs. If there is an objection to actual well costs within the 45-day period, the Division 
will determine reasonable well costs aftex public notice and hea^ 

(11) . . Within 6Q days foUowing determination of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to the operator its share of tiie amount that 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share of the amount that estimated well costs exceed reasonable well costs. 

(12) The operator is hereby authorized tb withhold the fouowing costs and 
charges from production: 

(a) the proportionate share of reasonable well costs 
attributable to each non-^ 
owner who has not paid its share.of estimated well 
costs within 30. days from the date me schedule of 
estimated well costs is furnished; and 

(b) as a charge for the risk involved in drilling the well, 
200% of the above costs, . 



Case No. 12953 
Order No. R-11896 
Page 7 . 

(13) In the event that a deteonination is made to complete the proposed well in 
the Wolfcamp formation, the operator should apply for an amCTHmmf 0 f Order No. R-
11682-A to provide for allocation of costs within the 160-Acre Unit 

(14) Tie operator shall dispute the costs and charges wniuield from 
production, proportionately, to the parties who advanced me 

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per month-while drilling and $650 per month while producing, provided 
that these rates shall be adjust annually pursuant to Section HL1 A.3. of the COPAS 
form titled "Accounting Procedure- jpint Operations." The operator is auuwrized to 
withhold from production the proportionate share of both the supervision charges and the 
actual ĉ enm'tures required for operating the well, not in excess of what are reasonable, 
attaTmtable to each nc^rco^ 

(1.6) , Except as provided in Ordering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator shall notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent •. 

(17) Any unleased mineral interest shall be considered *a seven-eighths (7/8) 
working interest and a onê edghm (iy8).royalty interest for the purpose of attocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from prodtŵ on attdbutable to royâ  

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such further orders as 
the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 



PERMIAN RESOURCES, INC. 
DRILL & COMPLETION DETAILED COST ESTIMATE 

-case Name; 

Well Location! 

County: 

ObJ./ Form. 

CHAMBERS 

SE/4 SE/4 (APPROX 990' FSL & 11001 FED 

Well NO.! 
SHOE BAR, NORTH (WOLFCAMP) 

Field! SHOE BAR. NE (STRAWW 

Legal! SECTION 7, T16S.R36B 

LEA State: NM Prop Depth: 11,400 feet AFE No.: 

DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL. MD 13,200' 

CATEGORY 
DRILL VERT 

i t TEST 

RUN CSC 
DRLG HOR1Z 
COMPLETE TOTAL 

55,500 

INTANGIBLES: 
Build roads, locaton, pits & survey 
Contract Drlg - Mobilization 
Contract Drlg • Day work 
Contract Drlg • Day work 
Contract Drlg • Footage 
Bits 
Fuel Si Power $42,300 
Completion Rig 
Cement Surface — _ 
Cement Production 
Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging _ 
Cased Hole Logging 
Perforating 
DST/Tetting 
Stimulation • Acid 
Special Services 
Rentals • Surface 

S25.000 Damages $5,000 

Water 
6_ days @ 

35.0 days @ 
13.0 days @ 

feet @ 

$9,200 /day 
$9,200 /day 

/foot 

$15,000 
$2,100 /day 

Cement Intermediate 
$30.000 

$20,000 

$16.000 Coring, 

open-hole completion 

$15.000 Stimulation • Fracture $0 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep., Housing 

Rentals • BHA Equipment Whlpstoek, Pkrs., X-overs, Valves 
Rentals - Drill Pipe $15,000 Tubing 
Miscellaneous Rentals Frae Tanks 
Mud Si Chemicals 
Rig Supervision $500.00 /day 
Trucking 
Insurance 
Overhead $250.00 /day 
Well Equipment • Intangible Installation 
Lease Equipment • Intangible Installation 
Contingencies @ 

BOP/CK $3.500 

37 Drill 

37 Drill 

13 Complete 

19 Complete 

10,0% of Total 

TOTAL INTANGIBLES 

TANGIBLES: 
Well Equipment • Non Controllable 
Surface Casing • 

450 ftof 13-3/8 LS OD. 48 $18.00 /foot 
Intermediate Casing-

4,900 ftof 8-5/8" OD, 24&32 #/ft,@ $11.50 /foot 
Producing Casing • 

11,400 ftof 5-1/2" OD. I7&20 #/ft,@ $9,00 /foot 
Liner • 

300 ftof 4"FJ OD, 12.9 #/ft,<§ $6,50 /foot 
Tubing • 

11,400 ftof 2-7/8" OD, N-806.5 #/ft,@ $3.85 /foot 
Rods-

6,600 ftof 1,2" FG OD. $3.00 /foot 
4,400 ftof 7/8" & 1.5" OD. $2.00 /foot 

Pumping Unit/Motor API Size 640 Used Motor HP 
Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2,500 
Flowlines 1.500 
Tanks 
Sales Equipment/Meter Runt, etc. 
Compressors 
Pumps 
Electrical Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

50 

$7.000 Tbg Head $10,000 Valves. 

$3.000 Dehyd 

$4.500 

Treaters 
f tof 3" Steel OD,( 

2 - 500 Bbl Oil Tanks Used 
$3.50 /foot 

3 Poles, slack span, meter loop 

POC 

$30.000 
$30,000 

$322.000 

$0 
$65.000 

$8,000 
$18.000 
$16,000 

$85.000 

55,000 

$2,500 
$30,000 

$4.000 
$9.500 
$9.250 
$2.500 

$75,200 

$826,950 

$8,100 

$56,350 

$7,000 

$71,450 

$119.600 

$45.000 
$15,300 

$30,000 

$10,000 
$0 

$2300 
SSjOOO 

$18300 
$2300 

$10,000 
$6,500 
$4.000 -

$4.500 
$7300 

$38300 

$413,750 

$102.600 

$1,950 

$43,890 

$19,800 

$45.000 
• $5.000 
52,500 

$14.500 
$1.500 
$5.500 _ 
$5,250 
$8.000 
$5,000 

$3,500 
$4,500 
$3300 -

$280,790 

S30.000 
$30̂ 00 

$322j000 
$119,600 

$0 
$110,000 
$57.300 
$12.600 
$25,500 
$30,000 
$12,500 
$8,000 

$18,000 
$16,000 
$10,000 

$0 
$16,000 

$150,000 
510,000 
$10,000 
$18,500 

$40.000 
$25.000 
$8.000 
$9,500 

514,000 
$7,000 
57.500 

$113.700 

$1,250,700 

58.100 

$56,350 

$102,600 

$1,950 

$19̂ 00 
$8,800 

545.000 
$5,000 
$2,500 

$21.500 
$1,500 

$5,250 
$8,000 
$5.000 

$0 
$0 

$3.500 
$4,500 
$3,500 

$352,240 

TOTAL WELL COST COMPLETED 5898,400 5704340 $1,601,940 

REMARKS: See Attached Drilling Prognosis For Details 
Drill 17-1/2* surface hole to 450' and set 13-3/8" casing. Drill 11" intermediate hole to 4.900' and set 8-5/8" casing-
Drill 7-7/8" production hole 10 IQ.OOO1, KO build angle and drill to 11,400' log and evaluate Wolfcamp Si Strawn (D&T cosul. 
PB & set S-l/2" casing at 11,200'. DO & KO Horial. Drill toTVD 11,360', MD 13,350' to specific BHL per detail. 
Run opltlonal 4" Fl liner, acidize and equip w/ BPD if required, 

Prepared By: 

Approval 
Company! 

M. Stewart Initials: Title: Engineer 

By: Title: 

Date: 

Date: 

Share %; 100.0000% Net S Amount: 



PERMIAN RESOURCES, INC. 

March 12, 2003 
CERTIFIED RETURN RECEIPT REQUESTED 
7001 1140 0002 8314 6190 

David Marshall 
c/o Nancy Fox 
190 Aurielle Drive 
Colchester, Vermont 05446 

Re: CHAMBERS #2 
T-16-S, R-36-E, NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Mr. Marshall: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy of the order is enclosed for your reference. 

Please so indicate below your election of the proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter, CPL 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 • MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Chambers #2 
03/12/03 

Yes, I/we elect to participate. 

No, I/we elect not to participate. 

David Marshall 



STATE OP NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OfL CONSERVATION DIVISION 

•RECEIVED' 
IN THE MATTER OF THE HEARING • ' u u ' 
CALLED BY THE OHw CONSERVATION FEB 1 P >9M1 
DIVISION FOR THE PURPOSE OF "*-x*. tmra 
CONSD3ERING; • MILLS? STRATVERT, F A 

CASE NO. 12953 
ORDER NO. R-11896 

APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 

BY THE DIVISION: 

• This case came on for hearing at 8:15 ajn. on October 24,2002.before Examiner 
David K. Brooks. 

NOW, on this lO^.day of February, 2003, the Division Director, having 
considered the testimony, the record and the recommendations ofthe Examiner, 

aim S THAT: 

(1) Due public notice has been given, and the Division has jurisdiction of this 
case and of the subject matter. 

(2) Applicant seeks an order pooling aU imcornmitted mineral interests in the 
Strawn formation only, underlying the S/2 SE/4 of Section 7, Township 16 South, Range 
36 East, NMPM, Lea County, New Mexico, forming a standard 80-acre bil spacmg and 
proration unit (the *80̂ Acre Unit" or̂ Unit") as to the Northeast Shoe Bar-Strawn PooL 

(3) In addition, AppUcant seeks approval of an unorthodox location, 
establishment, of a special project area for a proposed horizontal completion, and 
approval for simultaneous dedication as set forth below. 

(4) Applicant proposes to dedicate iiie 80-ACTe Unit to its proposed Chambers 
Well No; 2 ("the proposed well") to be drilled, in the S/2 SE/4,of Section 7, at an 
unorthodox surface location 1,038 feet from the South line and 802 feet from the East 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200. feet, then kicked off in a westerly direction to an unorthodox. 
Strawn bottom-hole location approximately 950 feet from the South line and 1,500 feet 
from tie East line (Unit O) of Section 7. 
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(5) AppUcant expects to encounter the Strawn f̂ ^ 
at a subsurface location approximately 1,000 feet from the South line and 1,025 feet from 
the East line of Section 7, and men drill approximately 500 feet horizoaually into the 
Strawn. The proposed latei^ win Ue entirely outside 
Unit in the Northeast Shoe Bar-Sliawn PooL 

(6) In support of its application for approval of an unorthodox location of the 
proposed well in. the Northeast Shoe Bar-Strawn Pool, Applicant presented geologic 
testmxonytnat 

(a) Apphcant's objective in the Strawn is to locate and tap m^ 
algal mounds; 

(b) these algalmounds are typicaUyof srnaH exte^ 
be very prolific producers; 

(c) 3-D seisnric and other geologic evidence indicate the 
existence of such an algal mov^ 
S/2 SE/4 of Section 7; and 

(d) aweUdnlledto the Strawn mmeN72SW4ofSection7,orat 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect, that Applicant is the 
operator bfj and owns the entire wedding interest in, the N/2 SE/4 of Section 7, th© only 
Strawn spacing unit toward which the unorthodox location of the proposed well would 
encroach, " 

(8) The unorthodox location of the proposed weU m the Strawn, mvol 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 
feet from the South line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. 

(9) In addition or as an alternative to completion in the Strawn, Applicant 
proposes to complete the proposed well in the Wotfbamp at a location stated to be 950 
feet from the South line and 1,500 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. Applicant proposes to 
simultaneously, dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit") originally 
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established by Order No. R-l 1682, issued in Case No. 12715, and restored by Order No. 
R-11682-A issued in Case No. 12954, to its Chambers Well No. 1 (API No. 30-025-
24617) and to the proposed v/eli 

(10) AppUcant presented evidence to me effect that all the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, although their 
owneiship percentages in the respective units dir^^ 

(11) Although the application seeks approval of an unorthodox location in the 
Wolfcamp 950 feet from the South line and 1,500 feet from the Bast line, the testimony 
concerning the plan of drilling indicates mat the probable location at which the proposed 
well will encounter the Wolfcamp will more closely approximate 1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) The probable down-hoie location ofthe proposed well in the Wolfcamp is 
unorthodox for the North Shoe Bar-Wolfcamp PooL However, it deviates from the 
standard location toward the interior of the spacing unit and does not encroach toward 
any adjacent spacing unit 

(13) The North Shoe Bar-Wolfcamp Pool is a prorated pool with a depth 
bracket allowable of560 barrels'. There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the unit m any proportion. 

(14) Ih the event that the proposed well proves productive in the Wolfcamp, 
approval of the proposed unorthodox Wolfcamp location ofthe proposed well, which is 
driven by the anticipated geology of the Strawn. will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
correlative rights. 

(15) The unorthodox down-hole location ofthe proposed well in the Wolfcamp 
should be approved.. Because the number of wells in a spacing unit in the North Shoe 
Bar-Wolfcamp Pool is not restricted; no approval is raralred for the simultaneous 
dedication of the 160-Acre Unit tome Chambers WellNo. 1 and to the proposed well 

(16) Two or more separately , owned tracts are embraced within the 80-Acre 
Unit, and/or there are owners of royalty mterests and/or undivided mterests in oil and gas 
fflfawrete in one or more tracts included in the 80-Acre Unit that are separately owned 

(17) • AppUcant is an owner of an oil and gas working interest within the 80-
Acre Unit. AppUcant has the right to drill and proposes to drill the proposed well to a 
common source of supply within the 80-Acre Unit. . ' 
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(18) /There are interest owners m the 80-Arac TJuit t ^ 
their interests. 

(19) To avoid the drilling of unnecessary wells, protect, correlative rights, 
prevent waste-and afford to the owner of each interest in the 80-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and fan- share of hydrocaroons, 
this application should be approved by pooling all tmcommitted mn^ interests, 
whatever they may be, within the 80-Acre Unit 

(20) Applicant should be designated the operator of the proposed well and the 
80-Acre Unit 

(21) The Unit should be dedicated to the proposed well. 

(22) After pooling, uncommitted working interest owners are referred to as 
non-consenting working interest owners.. (̂ ha>mmitted working interest owners" are 
owners of working interests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing mat property.) Any 
non-consenting working interest owner should be afforded the opportunity to pay its 
share of estimated well costs of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) . Any non-consenting working interest owner should be afforded the 
opportunity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absence of such objection. 

(24) Following determination of reasonable well costs, any non-rohsenting 
working interest owner who has paid, its share of estimated costs should pay to the 
operator its share of the amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the. antouht, if any* that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any non-consenting wotiring interest owner who does not pay its share.of 
estimated well costs should have withheld from production its share of reasonable well 
costs plus an additional 200% thereof as a reasonable charge for the risk involved ih 
drilling theiwell. 

(26) Reasonable charges for supervision, (conibined fixed rates) should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually pursuant to Section HL1.A.3. ofthe COPAS form 
titled "Accounting Procedure-Joint Operations." The operator should be authorized to 
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withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
att̂ utable to each ncto-consenting wcjrkmg interest 

IT IS THEREFORE ORDERED THAT: 

. - (TL) Pursuant to the application of Permian Resources, Inc;, all unconimitted 
mineral interests in the Strawn formation underlying the S/2.SE/4 of Section 7, Township 
16 South, Range 36 East, N.MP1M., lea County, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and proration unit as to the Northeast , Shoe Bar-
Strawn Poot 

The 80-Acre Unit shall be dedicated to Applicant's proposed Chambers Well No. 
2 to be drilled at an unorthodox well location [surface location 802 feet from the South 
line and 1,038 from the East line, and bottom hole location approximately 950 from the 
Soum Ime and 1,500 from 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved. A special project area, to consist of the S/2 SE/4 of Section 7, 
Township 16 Sooth, Range 36 East, NMPM, is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion ofthe proposed well. 

(3) The unorthodox location of the proposed well in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South line and 1,000 feet from the East 

. Hoe of Section 7, is approved. 

(4) The operator of the 80-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter continue drilling the well with <hte 
dihgence to test the Strawn formation. 

(5) In the event the operator does not commence drilling the proposed well on 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension fiom the DivisimDirecW for good cause. . 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement thereof, the operator shall appear before the 
Division Director and show cause why Ordermg Paragraph (1) should not be rescinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acre Unit 
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-(8) After pooling,uncommitted working interest owners are referred to as 
non-consenting working interest owners. After the effective date of. this order, the 
operator qhftH furnish the Division and each known non-consenting working uiterest 
Owner in the Unit an itemized schedule of estimated costs of drilling, completing and 
equipping the proposed well ("well costs"). 

(9) Within 30 days from the date the schedule of estirnated well costs is 
furnished, any riah-consehting working interest owner shall have the right to pay its share 
of estimated' well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its share of 
estimated well costs as provided above, shall remain liable for operating costs but shall 
not be liable forrisk charges. 

(10) The operator shall furnish the revision and each known non-consenting 
working interest owner an itemized schedule of actual well costs vtifhin 90 days 
foUowing completion of the proposed-well. If no objection to the actual well costs is 
received by the Division, and the Division has not objected within 45"days foHowkig 
receipt of the schedule, the actual well costs shall be deemed to be the reasonable well 
costs.. If there is an objection to actual well costs within the 45-day period, the Division 
will determine reasonable well costs after public notice and hearing. 

(11) . Within. 60 days.foUowing determination of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to -the operator its share of the amount mat 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share of the amount that estmiated well wsts exceed reason^ 

(12) The operator is hereby authorized to withhold the foUowing costs and 
charges from production: . 

(a) the proportionate share of reasonable weU costs 
attributable fo each non-rora 
owner who has not paid its share.of estimated weU 
costs within 30 days from the date the schedule of 
estimated weU costs is furnished; and 

(b) as a charge for the risk involved in drilling the well, 
200% of the above costs, 
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(13) Ju the event that a deterrmnation is made to complete the proposed well in 
the Wolfcamp formation, the operator should apply for an amendment of Order No. R-
11682-A to provide for afloc^on of c»s^ 

(14) The operator shall distribute the costs and charges:: whhheld from 
production, proportionately, to the parties who advanced the well costs.-

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per monmwhue drilling and $650 per month while producing, provided 
that these rates shall be adjusted annually pursuant to Section UL1 A.3. of the COPAS 
fora titled "Accounting Prpeedure-Jpint Operathns" The operator is aumorized to 
withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable fo each ncii-conse^ 

(16) , Except as provided in OMering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent 

(17) . Any unleased mineral interest shall be considered-a seven-eighths (7/8) 
working interest and a onê eigbm. (1/8) royalty interest for thepurpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from production attributable to royalty interests. 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such further orders as 
the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designed. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

'. WROTENBERY 
Director 

i 



PERMIAN RESOURCES, INC. 
DRILL & COMPLETION DETAILED COST ESTIMATE 

-case Name; 

Well Location: 

County: 

OblJ Form, 

CHAMBERS 

SB/4 SE/4 (APPROX 990' FSL & 1100* FEL) 

Well No.: 
SHOE BAR, NORTH (WOLFCAMP) 

Field: SHOE BAR, NE (STRAWN) 

Legal: SECTION 7.T16S.R36E 

LEA Stole: NM Prop Depth; 11,400 feet AFE No.: 

DRILL VERTICAL. KO HORIZONTAL. COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL. MD 13,200' 

CATEGORY 

INTANGIBLES: 
Build roads, locaton, pits & survey 
Contract Drlg - Mobilization 
Contract Drlg • Day work 
Contract Drlg • Day work 
Contract Drlg • Footage 
Bits 
Fuel & Power 142,300 
Completion Rig 
Cement Surface 
Cement Production 
Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging _ 
Cased Hole Logging 
Perforating 
DST/Testing 
Stimulation • Acid 
Special Services 
Rentals • Surface 

$25,000 

35.0 days @ 
13.0 days @ 

feet @ 

Damages $5,000 

$9,200 /day 
$9,200 /day 

/foot 

Water $15,000 
6. days @ $2,100 /day 

$5,500 Cement Intermediate $20,000 

$16.000 Coring 

open-hole completion 

$15.000 Stimulation • Fracture $0 
Directional Services, Motors, MWD 
Routing Head, Gas Sep., Housing 

Rentals • BHA Equipment Whipstock, Pkrs,, X-overs, Valves 
Rentals • Drill Pipe $15,000 Tubing 
Miscellaneous Rentals Frac Tanks 
Mud & Chemicals 
Rig Supervision $500.00 /day 37 Drill 
Trucking 
Insurance 
Overhead $250.00 /day 37_ D r i 1 1 

Well Equipment-Intangible Installation 
Lease Equipment • Intangible Installation 
Contingencies @ 

BOP/CK $3.500 

13 Complete 

19 Complete 

10.0% ofTotal 

TOTAL INTANGIBLES 

TANGIBLES; 
Well Equipment • Non Controllable 
Surface Casing • 

450 ftof 13-3/8 LS OD. 48 #/ft,@ $18.00 /foot 
Intermediate Casing • 

4,900 ftof 8-5/8" OD, 24&32 #/ft,@ $11.50 /foot 
Producing Casing • 

11,400 ftof $-1/2" OD, 17&20 #m,@ $9.00 /foot 
Liner • 

300 ftof 4"FJ OD, 12.9 wtu® $6.50 /foot 
Tubing -

11,400 ftof 2-7/8" OD. N-80 6.5 #/ft,@ $3.85 /foot 
Rods-

6,600 ftof 1.2" FG OD. $3.00 /foot 
4,400 ftof 7/8" & 1.5" OD, $2.00 / foot 

Pumping Unit / Motor 
Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2,500 
Flowlines 1,500 
Tanks 
Sales Equipment/Meter Runs, etc. 
Compressors 
Pumps 
Electrical Systems 
Pittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

API Size 640 Used Motor HP 50 

$7,000 Tbg Head $10.000 Valves $4,500 

Treaters 
ftof 

$3,000 Debyd 
3" Steel OD,< 

2 - 500 Bbl Oil Tanks Used 
$3.50 /foot 

3 Poles, slack span, meter loop 

POC 

DRILL VERT 
Si TEST 

$30,000 
$30,000 
$322,000 

SO 
365,000 
S42.0Q0 

$25,500 

SgjOOO 
$18,000 

$85.000 
$7.500 
S5J300 

$2,500 

$18,500 
$4,000 
$9.500 
$9.250 
$2.500 

$75.200 

$826,950 

$7,000 

RUN CSG 
DRLG HOR1Z 
COMPLETE 

$119.600 

$15,300 
$12,600 

$30.000 

$10.000 
$0 

$15.000 
$65.000 
$2300 
$5.000 

$18300 
$2300 

$10.000 
$6.500 
$4.000 

54.500 
$7.500 

$423,750 

$102,600 

$43.890 

$19.800 
$8.800 

$45̂ 000 
' $5.000 
$2.500 

$14300 
$1300 

TOTAL 

$5300 _ 
$5,250 
$8.000 
$5,000 

$3300 
$4,500 
$3300 

$280.790 

$30.000 

$322,000 
SU9.600 

$0 

$57,300 

$25,500 

$12,500 

$18.000 
$16.000 
$10,000 

$0 
$16,000 
$15,000 

$150,000 
$10,000 
$10,000 
$18,500 
85,000 

$40.000 
$25.000 
$8,000 
$9.500 

$14.000 
$7,000 
$7,500 

$113,700 

$1,250,700 

$8,100 

$56,350 

$102,600 

$1,950 

$19,800 
$8,800 

$45,000 
55,000 
$2,500 

$21.500 
$1,500 
$5,500 
$5,250 
$8,000 
$5.000 

$0 
$0 

$3300 
$4,500 

$352,240 

TOTAL WELL COST COMPLETED $704,540 $1,602,940 

REMARKS: See Attached Drilling Prognosis For Details 
Drill 17-1/2" surface hole to 450* and set 13-3/8" eating. Drill 11" intermediate hole to 4,900' and set 8-5/8" casing. 
Drill 7-7/8" production hole to 10,000'. KO build angle and drill to 11,400' log and evaluate Wolfcamp & Strawn (DAT costs). 
PB & set 5-1/2" easing at 11.2001. DO & KO Horial. Drill to TVD 11,360', MD 13.350' to specific BHL per detail. 
Run opltlonal 4* FJ liner, aeidte and equip w/ BPU if required. 

Prepared By: 

Approval 
Company: 

Share %: 

M. Stewart Initials: ^ 

By:_ 

100.0000% 

Tltlet Engineer 

Title: 

Net $ Amount: $1,602,940 

Date: 

Date: 



PERMIAN RESOURCES, INC. 

March 12, 2003 
CERTIFIED RETURN RECEIPT REQUESTED 
7001 1140 0002 8314 6176 

Mary Van Wyk 
7562 S. University 
Littleton, CO 80122 

Re: CHAMBERS #2 
T-16-S, R-36-E, NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Ms. Van Wyk: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy of the order is enclosed for your reference. 

Please so indicate below your election ofthe proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter, C 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 • MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Chambers #2 
03/12/03 

Yes, I/we elect to participate. 

No, I/we elect not to participate. 

Mary Van Wyk 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

RECEIVED 
IN THE MATTER OF THE HEARING 
CALLED BY THE OHw CONSERVATION FEB 12 -200=1' 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: • ' ' . . . . MILLER STRATVERT P.A 

CASE NO. 12953 
ORDER NO. R-11896 

APPLICATION OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF TTTTT TnyiftjfVN 

BY THE DIVISIQN: 

This case came' on for hearing at 8:15 aon. on October 24, 2002 before Examiner 
David K. Brooks. 

NOW, Oh this 10^ day of February, 2003, the Division Director, having 
considered the testimony, the record and the: rspfimtriwn^nfj<; tsf thei Eygmmer, 

3.KU STBLATt 

(1) Due public notice has been given, and the Division has jurisdiction of this 
case and of the subject matter. 

(2) Applicant seeks an order pooling aH unconrmittedm^ 
Strawn formation only, undCTlying the S/2 SE/4 of Section 7, Township 16 South, Range 
36 East, NMPM, Lea County, New Mexico, forming a standard 8 
proration unit (the *'80>Acre Unit" or̂ Unit") aa to the Northeast Shoe Bar-Strawn PooL 

(3) hi addition, Applicant seeks approval of an unorthodox location, 
establishment of a special project area for a proposed horizontal completion, and 
approval for simultaneous dedication as set forth below, 

(4) Applicant proposes to dedicate the 80-Acre Unit to its proposed Chambers 
Well NOJ 2 ("me proposed .well") to be drilled, in the S/2 SE/4 of Section 7, at an 
unorthodox surface. location 1,038 feet from the South line and 802 feet from the East 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200 feet, then kicked off in a westerly direction to an unorthodox. 
Strawn bottom-hole location approximately 950 feet from the South line and 1,500 feet 
from theiEast line (Unit 6) of Section 7. 
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(5) Appficant expects to enw^ 
at a subsurface location approximately 1,000 feet from the South line and 1,025 feet from 
the East line of Section 7, and then drill approximately 500 feet horizontally into the 
Strawn. The proposed lateral will lie entirely outside me pro^ 
Unit in the Northeast Shoe Bar-Strawn PooL 

(6) ha support of its application for approval of an unorthodox location of the 
proposed well in. me Northeast Shoe Bar-Strawn Pool, A^licant presented geologic 
testimony that 

(a) Applicant's objective in flie Strawn is to locate and tap̂  
algal mounds; 

(b) these algal mounds are typically of small extent but tend to 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence indicate the 
existence of such an algal moundin the Strawn under the Nor& 
S/2 SE/4 of Section 7; and 

(d) aweUdrilledto the Strawn in the N/2 SW4 of Section 7, or at 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect , that Applicant is the 
operator of, and owns the entire working interest in, the N/2 SE/4 of Section 7, the only 
Strawn spacing unit toward which the unorthodox location of the proposed well would 
encroach, 

(8) The unorthodox location of the proposed well in the Strawn, mvolving a 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a projected bottom-hole location 950 
feet from the South line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. 

(9) In addition or as an altem.ative to completion in the Strawn, AppHcant 
proposes to complete the proposed well in the Wolfcamp at a location stated to be .950 
feet from the South line and 1,500 feet from the East fine of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. Applicant proposes to-
simultaneously. dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit') originally 
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established by Order No. R-l 1682, issued in Case NO. 12715, and restored by Order No. 
R-11682-A issued in Case No. 12954, to its Oiiimbers Well No. 1 (API No. 30-025-
24617) and to the proposed well 

(10) Applicant presented evidence to the effect that all the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, although their 
ownership percentages in the xespiectiV6:nmta;difEbr: 

(11) Although the application seeks approval of an unorthodox location in the 
Wolfcamp 950 feet from the South line and 1,500 feet from the East line, the testimony 
concerning the plan of drilling indicates that the probable location at which the proposed 
well will encounter the Wolfcamp will more closely approximate 1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) The probable down-hole location of the proposed well in the Wolfcamp is 
unorthodox for the North Shoe Bar-Wolfcamp PooL However, it deviates from the 
standard location toward Ihe interior of me spacing unit and does not encroach toward 
any adjacent spacing unit. 

(13) The North Shoe Bar-Wolfcamp Pool is a prorated pool with a depth 
bracket allowable of560 barrels: There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the unit in any proportion. 

(14) hi the event that the proposed well proves productive in the Wolfcamp, 
approval of the proposed unorthodox Wolfcamp location of the proposed well, which is 
driven by the anticipated geology of the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
correlative lights. 

. (15) The unorthodox down-hole location of the proposed well in the Wolfcamp 
should be approved,. Because the number of wells in a spacing umtin the North, Shoe 
Bar-Wolfcamp Pool is not restricted, no approval is required for the simultaneous 
dedication ofthe 160-AcreUnit tothe Chambers Well No. 1 and to the proposed well 

(16) Two or more separately , owned tracts, are embraced within the 80-Acre 
Unit, and/or there are owners of royalty interests and/or undivided mterests in oil and gas 
minerals in one or more tracts included in the 80-Acre Unit that are separately owned. 

(17) • Applicant is an owner of an oil and gas working interest within the 80-
Acre Unit. Applicant has the right to drill and proposes to drill the proposed well to a 
common source of supply within, the 80-Acre Unit, ;'-
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(18) /There are interest owners in the 80-Ara U ^ 
their interests. 

(19) To avoid the drilling of unnecessary wells, protect correlative rights, 
prevent waste-and afford to the owner of each interest in the 80-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and fair share of hydrocarbons, 
this application should be approved by pooling all uncommitted mineral interests, 
v^evOTtheymaybe,within the 80-AcreUnit. 

(20) AppUcant should be designated the operator of the proposed well and the 
80-Acre Unit. 

(21) TheUmtshouMbedeaic^^ 

(22) After peeling, unconunitted working interest owners are referred to as 
non-consenting working interest owners., (̂ hcomtnitted working interest owners" are 
owners of working interests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing that property.) Any 
non-consenting working interest owner should be afforded the opportunity to pay its 
share of estimated well costs of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) . Any non-consenting working interest owner should be afforded the 
opportunity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absence of such objection. 

(24) Following determination of reasonable well costs, any non-<»nsenfing 
working interest owner who has paid- its share of estimated costs should pay to the 
operator its share of the amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the. amount, if any, that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any nonconsenting working interest owner who does not pay its share .of 
estimated well costs should have withheld from production its share of reasonable well 

w costs plus an additional 200% thereof as a reasonable charge for the risk involved ih 
drilling the well. 

(26) Reasonable charges for supervision (combined fixed rates) should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually pursuant to Section ILL 1. A.3. of the COPAS form 
titled "Accounting Procedure-Joint Operations" The operator should be authorized to 
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withhold from production the proportionate share of both the supervision charges and the 
actual expetLditures required for operating the well, not in excess of what are reasonable, 
attributable to each nonconsenting working mterest 

IT IS THEREFORE ORDERED THAT: 

. - (1) Pursuant to the apphcation of Permian Resources, Inc;, all unconmiitted 
mineral mterests in the Strawn formation imderlying the S/2SE/4 of Section 7, Township 
16 South, Range 36 East, N,MP1M,, Lea County, New Mexico, are hereby pooled, 
forming a standard 80-acre oil spacing and probation unit as to the Northeast , Shoe Bar-
Strawn PooL 

The 80-Acre Unit shall be dedicated to Applicant's proposed Chambers Well No. 
2 to be drilled at an unorthodox well location [surface location 802 feet from the South 
line and 1,038 from the East line, and bottom hole location approximately 950 from the 
South lme and 1,500 from ^ 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved. A special project area, to consist ofthe S/2 SE/4 of Section 7, 
Township 16 South, Range 36 East, NMPM, is hereby created in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion ofthe proposed well. 

(3) The unorthodox location of the proposed well in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South line and 1,000 feet from the East 
line of Section 7, is approved. 

(4) The operator of the 80-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter continue drilling the well with due 
diligence to test the Shawn formation. 

(5) In the event the operator does not commence drilling t^ 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension from the Division Director for good cause. . 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement thereof, the operator shall appear before the 
Division Director and show cause why Ordering Paragraph (1) should not be rescinded.. 

(7) Applicant is hereby designated the operator of the proposed well and of 
the 80-Acre Unit. 
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•(8) After pftnHng, rmftmnTfrhteH working interest owners are referred to as 
non-consenting working interest owners. After the effective date of. this order, the 
operator shall furnish the Division and each known non<»nsenting workmg interest 
Owner in the Unit an itemized schedule of estimated costs of drilling, completing and 
equipping the proposed well OVell costs'1)-

(9) Within 30 days from the date the schedule of estimated well costs is 
furnished, any non-consenting working interest owner shall have the right to pay its share 
of estimated1 well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its share of 
estimated well costs as provided above, shall remain̂  liable for operating costs but shall 
not be liable for risk charges. . 

(10) The operator shall furnish the Division and each known non-consenting 
working interest owner an itemized schedule of actual well costs within 90 days 
foUowing completion of the proposed well If no objection to the actual well costs is 
received by the Division, and the Division has not objected within 45 days following 
receipt of the schedule, the actual well costs shall be deemed to. be the reasonable well 
costs. If there is an objection to actual well costs within the 45-day period, the Division 
will oetemiine reasonable well costs after pubhonotico and h 

(11) . . Within 60 days following determination of reasonable 
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to -the operator its share of die amount that 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share of me amount that estim^ 

(12) The operator is hereby authorized to withhold the following costs and 
charges from production: 

(a) the proportionate share of reasonable well costs 
attributable fo each non-consenting workmg interest 
owner who has hot paid its share of estimated well 
costs within 30 days from the date the schedule of 
estimated well costs is furnished; and 

(b) as a charge for the risk involved in drilling the well, 
200% of the above costs. . 
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(13) la the event that a determination is made to complete the proposed well in 
the Wolfcamp formation, the operator should apply for an amendment of Qrdcr No. R-
11682-A to provide for allocationof costs withm the 160-Acre Unit 

(14) The operator shall distribute the. costs and charges wmmeld from 
production, proportionately, to theparties who advanced the well costs.-

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per monmwhile drilling and $650 per month while producing, provided 
that these rates shall be adjusted annually pursuant to Section Di l A.3. of the COPAS 
form, titled "Accounting Procedure-joint Operations" The operator is authorized to 
withhold from production the proportionate share of both the supervision charges and the 
actual expenm"tures required for operating the well not in excess of what are reasonable, 
attributable tb each noh-corisenting worlds 

(16) . Except as provided in Ordering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator «bai) notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent i 

(17) Any unleased mineral interest shall be considered-a seven-eighths (7/8) 
working interest and a one*dghfh.(iy8). royalty interest for the. purpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from production attributable to royalty interests. 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of nO further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdfotion of this case is retained for the entry of such further orders as 
the Division may deem necessary. 
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DONE at Santa Fe, New Mexico, on. the day and year hereinabove designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

: WROTENBERY 
Director 



PERMIAN RESOURCES, INC 
DRILL & COMPLETION DETAILED COST ESTIMATE 

..case Name; 

Well Location; 

County; 

ObJ./ Form. 

CHAMBERS 

SB/4 SB/4 (APPROX 990' FSL & 11001 PEL) 

Well No.! 
SHOE BAR, NORTH (WOLFCAMP) 

Field: SHOE BAR. NE (STRAWN) 

Legal: SECTION 7, Tl 6S, R36B 

LEA State: NM Prop Depth: 11,400 feet AFE No.s 

DRILL VERTICAL, KO HORIZONTAL. COMPLETE AND EQUIP 11.400' STRAWN PUMPING OIL WELL. MD 13,200' 

CATEGORY 

INTANGIBLES: 
Build roads, locaton, piu & survey $25,000 
Contract Drlg - Mobilization 
Contract Drlg • Day work 35.0 days @ 
Contract Drlg • Day work 13,0 days @ 
Contract Drlg - Footage _ _ _ _ _ feet @ 
Bits 
Fuel & Power $42,300 Water $15.000 
Completion Rig 
Coment Surface 
Cement Production 

Damages $5,000 

$9,200 /day 
$9,200 /day 

/foot 

$5,500 

Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging 
Cased Hole Logging 
Perforating 
DST/Testing 
Stimulation • Acid 
Special Services 
Rentals • Surface 

6, daya @ $2,100 /day 
Cement Intermediate 

$30.000 
$20.000 

$16,000 Coring 

open-hole completion 

$15.000 Stimulation - Fracture $0 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep., Housing 

Rentals • EHA Equipment Whlpstock, Pkrs., X-overs. Valves 
Rentals • Drill Pipe $15.000 Tubing 
M Iscel laneous Rentals Frac Tanks 
Mud & Chemicals 
Rig Supervision $500.00 /day 37 Drill 
Trucking 
Insurance 
Overhead $250,00 /day __ 37_ Drill 
Well Equipment • Intangible Installation 
Lease Equipment - Intangible Installation 
Contingencies @ 10.0% of Total 

BOP/CK $3.500 

13 Complete 

_ _ Complete 

TOTAL INTANGIBLES 

TANGIBLES; 
Well Equipment • Non Controllable 
Surface Casing • 

450 ftof 13-3/8 LS OD. 48 $18.00 /foot 
Intermediate Casing-

4,900 ftof 8-5/8" OD. 24&32 $11.50 /foot 
Producting Casing -

11,400 ftof 5-1/2* OD, 17&20 m@ $9,00 /foot 
Liner • 

300 ftof 4«FJ OD, 12.9 #/ft,@ $6.50 /foot 
Tubing • 

11.400 ftof 2-7/8" OD, N-806.5 #/ft,@ $3.85 /foot 
Rods-

6,600 ftof 1,2" PG OD, $3.00 /foot 
4,400 ftof 7/8" it 1.5" OD. $2.00 / foot 

Pumping Unit / Motor API Size 640 Used Motor HP 
Subsurface Pumps 
Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2,500 
Plowlines 1,500 
Tanks 
Sales Equipment/Meter Runs, tic 
Compressors 
Pumps 
Electrical Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

50 

57,000 Tbg Head. 

$3,000 Treaters 
ftof 

$10,000 

Dehyd 

Valves $4,500 

3" Steel OD, @ _ 
2 - 500 Bbl Oil Tanks Used 

$3,50 /foot 

3 Poles, slack span, meter loop 

POC 

DRILL VERT 
&TEST 

$30,000 
$322,000 

$0 
$65,000 

$25,500 

$5,500 

$18,000 
$16,000 

$16,000 

$85.000 
$7.500 
$5,000 

$2,500 
$30,000 
$18.500 
$4,000 

$9.250 
52,500 

$75,200 

$826,950 

$8,100 

$56,350 

$7.000 

$71,450 

RUN CSC 
DRLG HORIZ 
COMPLETE 

$119.600 

$45.000 
$15^00 
$12.600 

$30.000 

$0 

$15.000 
$65.000 
$2400 
$5)000 

$18.500 
$2.500 

$4.750 
54.500 
$7300 

$38.500 

$423.750 

$102,600 

$1.950 

$43,890 

$19.800 
$8,800 

$45,000 
'$5,000 
$2,500 

$14.500 

$5,500 

TOTAL 

$5.250 
$8.000 
$5,000 

$3300 
$4.500 
$3.500 

$280,790 

$30,000 
_$322_00 
$119.600 

$0 
$110,000 
$57,300 
$12,600 
$25.500 

$12.500 

$18,000 
$16,000 
$10,000 

$0 

$150,000 

$5.000 
$40,000 
$25.000 

59.500 
$14.000 
$7.000 
$7.500 

$113,700 

$1,250,700 

$8,100 

$56,350 

$102,600 

$1.950 

$8,800 
$45,000 
$5,000 
$2,500 

$21.500 
$1,500 
$5.500 
$5,250 
$8,000 
55.000 

$0 
$0 

$3.500 
$4.500 
53,500 

$352,240 

TOTAL WELL COST COMPLETED $898,400 $704^40 $1,602,940 

REMARKS: 

Prepared By: 

Approval 
Company: 

Share %: 

See Attached Drilling Prognosis For Details 
Drill 17-1/2* surface hole to 450* and set 13-3/8" casing.. Drill 11" intermediate hole to 4,900' and set 8-5/8" casing. 
Drill 7-7/8" production hole to 10.0001, KO build angle and drill to 11 AW log and evaluate Wolfcamp SL Strawn (D&T costs). 
PB SL set 5-1/2" casing at 11.200'. DO St KO Horiztl, Drill to TVD 11,360', MD 13.350'to specific BHL per detail. 
Run opltional 4" FI liner, acidize and equip w/ BPD If required. 

M. Stewart Initials: ^ . 

By: 

100.0000% 

Title: Engineer 

Title: 

Nets Amount: $1,602,940 

Date; 

Date: 



PERMIAN RESOURCES, INC. 

March 12, 2003 
CERTIFIED RETURN RECEIPT REQUESTED 
7001 1140 0002 8314 6169 

James I . Holden, Jr. 
2250 Havensridge Drive 
Colorado Springs, CO 80920 

Re CHAMBERS #2 
T-16-S, R-36-E, NMPM 
Section 7: SE/4: All 
Lea County, New Mexico 

Dear Mr. Holden: 

Pursuant to Order No. R-l 1896 of the State of New Mexico Energy, Minerals and Natural Resource 
Department, Oil Conservation Division, please find enclosed an Authority for Expenditure to drill the 
subject well. At this time you are a non-consenting working interest owner. You have thirty (30) days 
from the receipt of this letter to elect either to participate or be non-consent subject to the above described 
order. A copy ofthe order is enclosed for your reference. 

Please so indicate below your election of the proposed operation for drilling the referenced well. A self-
addressed, stamped envelope has been enclosed for your convenience. 

If you have any questions, please do not hesitate to call. 

William L. Porter, QPL 
Land Manager 

WLP:ls 
Encl. 

P. 0. BOX 590 • MIDLAND, TEXAS 79702-0590 
PHONE: (915) 685-0113 • FAX: (915) 685-3621 
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Y e s , reelect to participate-

K o,yweelectnotto participate. 
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STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATDRAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

RECEIVED 
IN THE MATTER OF THE HEARING . * - i . v u . ^ 
CALLED BY THE OIL CONSERVATION FEB 1 2 7f)fR 
DIVISION FOR THE PURPOSE OF * w . 
CONSIDERING; • . . MLLER STRATVERT P./< 

CASE NO. 12953 
ORDER NO. R-11896 

APPXICATTON OF PERMIAN RESOURCES, INC. FOR COMPULSORY 
POOLING, UNORTHODOX WELL LOCATION, DESIGNATION OF A 
SPECIAL PROJECT AREA, AND SIMULTANEOUS DEDICATION, LEA 
COUNTY, NEW MEXICO 

ORDER OF TBTR TllyrRTrW 

BY THE DIVISION: 

• This case came on for hearing at 8:15 a-m. on October 24, 2002 before Examiner 
David K. Brooks. 

NOW, on this 1C_ day of February, 2003, the Division Director, having 
considered the testimony, the record and the. TramMTnend̂ nng rif the Thrmnfacr, 

FINDS THAT; . 

(1) Due public notice has been given, and the Division has jurisdiction of this 
case and of me subject matter. 

(2) Applicant seelcs an order ponTing all i i r ^ m ™ * * ^ nimwral W^fa r f c m fh*-

Strawn formation only, underlying the S/2 SE/4 of Section 7, Township 16 South, Range 
36 East; NMPM, I^Ctounty 
proration mû  (the ^ 8 ^ 

(3) Ia addition, Applicant seeks approval of an unorthodox location, 
establishment, of a special project area for a proposed horizontal completion, and 
approval for simultaneous dedication as set forth below. 

(4) Ar^Bcaht proposes to dedicate 
Well No< 2 Ctbe proposed well") tb be drilled, in the S/2 SE/4 of Section 7, at an 
unorthodox surface location 1,038 feet from the South line and 802 feet from the East 
line (Unit P) of Section 7. The proposed well will be drilled vertically to a depth of 
approximately 10,200 feet, then kicked off in a westerly direction to an uiiorfhodox. 
Strawn bottom-hole location approximately 950 feet from the South line and 1,500 feet 
from the East line iTJnit O) of Section 7. 
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(5) Applicant expects to encounter the Stra^ 
at a subsurface location approximately 1,000 feet from the South line and 1,025 feet from 
the East line of Section 7, and then drill approximately 500 feet liorizontally into the 
Strawn. The proposed lateral will he ennrelyou^ 
Unit in the Northeast Shoe Bar-Strawn PooL 

(6) m support of its application for approval of an unorthodox location of the 
proposed well in. the Northeast Shoe Bar-Strawn Pool, A^Hcant presented geologic 
testimony that 

(a) Apphcant's objective in the Strawn is to locate 
algal mounds; 

(b) these algal mounds are 
be very prolific producers; 

(c) 3-D seismic and other geologic evidence indicate the 
existence of such an algal niound^ 
S/2 SE/4 of Section 7; and 

(d) a well drilled to the Strawn in the N/2 SE/4 of Section 7, or at 
a standard location in the S/2 SE/4 of Section 7, would most likely not 
encounter the targeted algal mound. 

(7) Applicant presented land testimony to the effect , that Applicant is the 
operator of, and owns the entire working interest in, the N/2 SE/4 of Section 7, the only 
Strawn spacing unit toward which the unorthodox location of the proposed well would 
emcroach. 

(8) The unorthodox loc»ti^ 
producing interval from a projected penetration location approximately 1,000 feet from 
the South line and 1,025 feet from the East line to a Tweeted botiom-hole location 950 
feet from the South line and 1,500 feet from the East line of Section 7, should be 
approved, and a special project area should be created in the Strawn formation to consist 
of the S/2 SE/4 of Section 7. . 

(9) In addition or as an afcernative to completion in the Strawn, Applicant 
proposes to complete the proposed well in the Wolfcamp at a location stated to be .950 
feet from the South line and 1,500 feet from the East line of Section 7, a location that 
would be unorthodox in the North Shoe Bar-Wolfcamp Pool. Applicant proposes to 
simultaneously. dedicate the 160-Acre Wolfcamp Unit ("the 160-Acre Unit") originally 
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established by Order Nb. R-l 1682, issued in Case No. 12715, and restored by Order No. 
R-11682-A issued in Case No. 12954, to its aiambers Well No. 1 (API No. 30-025-
24617) and to the proposed well. 

(10) Applicant presented, evidence to the effect that all the owners of interests 
in the 80-Acre Unit and the 160-Acre Unit are the same persons, although their 
ownership p ĉentages in the respective united^ 

(11) Although the application seeks approval of an unorthodox location in the 
Wolfcamp 950 feet from the South line and 1,500 feet from the East line, the testimony 
concerning the plan of drilling indicates that the probable location at which the proposed 
well wiH encounter the Wotfcamp wiU more closely approximate 1,000 feet from the East 
line of the Section, rather than 1,500 feet 

(12) The probable down-hole location of the proposed well m the Wolfcam̂ ^ 
unormodox for the North Shoe Bar-Wolfcamp PooL However, it deviates from the 
standard location toward the interior of me spacing unit and does not encroach toward 
any adjacent spacing unit 

(13) The North Shoe Bar-Wolfcamp Pool is a prorated ppolwith a depth 
bracket allowable of560 barrels: There is no restriction on the number of wells that may 
be drilled on a proration unit, and the operator may produce the unit allowable from wells 
on the iinit in any proportion. 

(14) Ih the event that the proposed well proves productive in the Wolfcamp, 
approval of the proposed unorthodox Wolfcamp location ofthe proposed well, which is 
driven by the anticipated geology of the Strawn, will prevent waste by obviating the 
necessity of drilling an additional well to the Wolfcamp, and will not infringe upon 
correlative rights. 

(15) The uriorthodox down-hole location ofthe proposed well in the Wolfcamp 
should be approved,. Because the number of wells in a spacing unit, in ute North. Shoe 
Bar-Wolfcamp Pool is not restricted; no approval is required for the simultaneous 
dedication ofthe 160-Acre Unit to'fhe Chambers Well No. 1 and to the raoposed welt 

(16) Two or more separately. owned tracts are embraced within the 80-Acre 
Unit, and/or there arc owners of royalty mterests and/or undivided mterests in oil and gas 
minerals in one or more tracts included in the 80-Acre Unit that are separately owned. 

(17) Applicant is an owner of an oil and gas working interest within the 80-
Acre Unit Applicant has the right to drill and proposes to drill me proposed well to a 
asrmnon source of supply withm the 80-Acre Unit, 
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(18) /There are interest ovmera m fte 80-Acre U _ 
their interests. 

(19) To avoid the drilling 6f unnecessary wells, protect. correlative rights, 
prevent waste -3011 afllard to the owner of each interest in the 80-Acre Unit the opportunity 
to recover or receive without unnecessary expense its just and fair share of hydrbcarbcms, 
this application should be approved by poolmg aU unconimitted m interests, 
vdafwerfheyinaybe, wi^^ 

(20) Apph'cant should be designated the operator of the proposed well and the 
80-Acre Unit 

(21) The Unit should be dedicated to the proposed weû  

(22) After pooling, uncornrnitted working interest owners are referred to as 
non-consexmrig working interest owners., (̂ ncornrmtted working interest owners'' are 
owners of working interests in the property to be pooled, including unleased mineral 
interests, who are not parties to an operating agreement governing that property.) Any 
non-consenting working interest owner should be afforded the opportunity to pay its 
share of estimated well costs of the proposed well to the operator in lieu of paying its 
share of reasonable well costs out of production. 

(23) . Any non-consenting working interest owner should be afforded the 
opportxmity to object to the actual well costs, but actual well costs should be adopted as 
the reasonable well costs in the absence of such objection. 

(24) Following determination of reasonable well costs; any non-coMenfing 
working interest owner who has paid' its share of estimated costs should pay to the 
operator its share ofthe amount, if any, that reasonable well costs exceed estimated well 
costs and should receive from the operator the. amount, if any* that estimated well costs 
paid by it exceed its share of reasonable well costs. 

(25) Any non-cxmsenting working interest owner who does not pay its share.of 
estimated well costs should have, withheld from production its share of reasonable well 

. costs plus an acm ĉnal 200% thereof as a reasonable charge for the risk involved ih 
drilling the;weH. 

(26) Reasonable charges for supervision, (combined fixed rates) should be fixed 
at $6,000 per. month while drilling and $650 per month while producing, provided that 
these rates should be adjusted annually piirsuant to Section HL1.A.3. ofthe COPAS form 
titled "Accounting Procedure-Joint Operations.*' The operator should be authorized to 
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withhoM from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each noh-c^ 

IT IS THEREFORE ORDERED THAT: 

. - (1) Piirsuant to the apphcation of Permian Resources, Inc;, all unc»mmitted 
mineral mterests m me Strawn fbr^ Sy2.SE/4 of Section 7, Township 
16 South, Range 36 East, N.M.P1M., Lea County, New Mexico, are hereby pooled, 
fomting a standard 80-acre oil spacing and proration unit as to the Northeast , Shoe Bar-
StrawnPoot 

The 80-Acre Unit shall be dedicated to Applicant's proposed Chambers Well No. 
2 to be drilled at ah .unorthodox well location [surface location 802 feet from the South 
line and 1,038 from the East line, and bottom hole location approximately 950 from the 
South line and 1,500 from the East line] ^ 

(2) The unorthodox location of the proposed well in the Northeast Shoe Bar-
Strawn Pool is approved A special project area, to consist ofthe S/2 SE/4 of Section 7, 
Township 16 South, Range 36 East, NMPM* is hereby ratsated in the Northeast Shoe Bar-
Strawn Pool for the horizontal completion ofthe proposed well. 

(3) The unorthodox location of the proposed well, in the North Shoe Bar-
Wolfcamp PooL approximately 800 feet from the South line and 1,000 feet from the East 

. line of Section 7, is approved. 

(4) The operator of the 8Q-Acre Unit shall commence drilling the proposed 
well on or before April 30,2003, and shall thereafter coritinue drilling the weU with due 
diligence to test the Strawn formation. 

(5) In the event the operator does not commence drilling the prop 
or before April 30,2002, Ordering Paragraph (1) shall be of no effect, unless the operator 
obtains a time extension from the Division IJirector for good ^ . 

(6) Should the proposed well not be drilled to completion, or be abandoned, 
within 120 days after commencement thereof, the operator shall appear before the 
Division Director and show cause why Ordering Paragraph (1) should not be resdhded.. 

(7) Applicant is hereby designated the operator of me proposal weU and of 
the 80-Acre Unit. 
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.••(8) . After poolmg,, uncom 
non-consenting working interest owners. After the effective date of this order, the 
operator shall furnish the Division and each known non-consenting working interest 
Owner in the Unit an iternized schedule of estimated costs of drilling, completing and 
equipping the proposed well ("well costs"). 

(9) Within 30 days from the date the schedule of estimated well costs is 
furnished, any nori-consehting working interest owner gftan have the right to pay its share 
of estimated1 well costs to the operator in lieu of paying its share of reasonable well costs 
out of production as hereinafter provided, and any such owner who pays its share of 
estimated well costs as provided above, shall remain'liable- for operating costs but shall 
not be liable for risk charges. . 

(10) The operator shall, furnish the Division and each known non-oonsenting 
working interest owner an itemized schedule of actual well costs within 90 days 
following completion of the proposed well. If no objection to the actual "well costs is 
received by the Division, and the Division has not objected within 45"days following 
receipt of the schedule, the actual well costs shall be deemed to be the reasonable well 
costs. If there is an objection to actual well costs within the 45-day period, the Division 
will determine reasonable well costs after public notice and hearing. 

(11) .. Within 6Q days foUowing deterniination of reasonable well costs, any non-
consenting working interest owner who has paid its share of estimated well costs in 
advance as provided above shall pay to -the operator its share of doe amount that 
reasonable well costs exceed estimated well costs and shall receive from the operator its 
share of the arnount that estirnated weU costs exceed 

(12) The operator is hereby authorized to withhold the following costs and 
charges from production: 

(a) the proportionate share of reasonable well costs 
attributable to each non-consmting working interest 
owner who has hot paid its share.of estimated well 
costs within 30 days from the date the schedule of 
estimated well costs is furnished; and 

(b) as a charge for the risk involved in chilling the well, 
200% ofthe above costs, . 
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(13) In the event that a determinâ  
the Wolfcamp formation, the cjperator should apply for an ameiidment of Order No. R-
11682-Ato provide for aUocationof cx>stswithmtl« 160-Acre 

(14) The operator shall .distribute the. costs and charges wromeld from 
production, proportionately, to the parties who advanced mê w 

(15) Reasonable charges for supervision (combined fixed rates) are hereby 
fixed at $6,000 per momli-while drilling and $650 per month while producing, provided 
that these rates shall be adjusted armually pursuant to Section Di l A.3. of the COPAS 
form titled "Acanmthtg Procedure-Jp The operator is authorized to 
withhold from production the proportionate share of both the supervision charges and the 
actual expenditures required for operating the well, not in excess of what are reasonable, 
attributable to each ncm-consenting worJdng interest. 

(16) . Except as provided in Ordering Paragraphs (13) and (16) above, all 
proceeds from production from the proposed well that are not disbursed for any reason 
shall be placed in escrow in Lea County, New Mexico, to be paid to the true owner 
thereof upon demand and proof of ownership. The operator shall notify the Division of 
the name and address of the escrow agent within 30 days from the date of first deposit 
with the escrow agent 

(17) Any unleased mineral interest shall be considered -a seven-eighths (7/8) 
working interest and a onereighm.(1̂ 8).royaltymterê  for thepmpose of aUocating costs 
and charges under this order. Any well costs or charges that are to be paid out of 
production shall be withheld only from the working interests' share of production, and no 
costs or charges shall be withheld from production attributable to re 

(18) Should all the parties to this compulsory pooling order reach voluntary 
agreement'subsequent to entry of this order, the forced pooling provisions of this order 
shall thereafter be of no further effect 

(19) The operator of the well and Unit shall notify the Division in writing of 
the subsequent voluntary agreement of all parties subject to the forced pooling provisions 
of this order. 

(20) Jurisdiction of this case is retained for the entry of such further orders as 
the Division may deem necessary. 



14)014 

CaseNo. 12953 
Order No. R-11896 
Page 8 

DONE at Santa Fe, New Mexico, on the day and year hereinabove desi ghated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

: WROTENBERY 
Director 



PERMIAN RESOURCES, INC. 
DRILL & COMPLETION DETAILED COST ESTIMATE 

-cast Name: 

Well Location: 

County: 

Ob]./ Form. 

CHAMBERS 

SE/4 SE/4 (APPROX 990' FSL & 1100' FEL) 

Well No.: 
SHOE BAR, NORTH (WOLFCAMP) 

Field: SHOE BAR, NE (STRAVTO 

Legal: SECTION 7, TI6S, R36E 

LEA State: NM Prop Depth: 11,400 feet AFE No.: 

DRILL VERTICAL, KO HORIZONTAL, COMPLETE AND EQUIP 11,400' STRAWN PUMPING OIL WELL, MD 13,200' 

CATEGORY 
DRILL VERT 

&TEST 

RUN CSC 
DRLG HOR1Z 
COMPLETE TOTAL 

$42,300 

55.500 

INTANGIBLES: 
Build roads, locaton, pits & survey 
Contract Drlg • Mobilization 
Contract Drlg • Day work 
Contract Drlg • Diy work 
Contract Drlg • Footage 
Bits 
Fuel SL Power 
Completion Rig 
Cement Surface 
Cement Production 
Casing Tools and Crews 
P&A 
Open Hole Logging 
Mud Logging $ 16.000 
Cased Hole Logging 
Perforating 
DST/Tesling 
Stimulation • Acid 
Special Services 
Rentals - Surface 

$25,000 Damages $5,000 

35,0 days @ 
13.0 days ® 

feet @ 

$9,200 /day 
$9.200 /day 

/foot 

Water $15.000 
6. days @ $2.100 /day 

Cement Intermediate 
$30.000 

Coring_ 

$20,000 

open-hole completion 

$15,000 Stimulation - Fracture $0 
Directional Services, Motors, MWD 
Rotating Head, Gas Sep., Housing 

Rentals • BHA Equipment Whlpstock, Pkrs., X-overs, Valves 
Rentals - Drill Pipe $15.000 Tubing 
Miscellaneous Rentals FracTanks 
Mud & Chemicals 
Rig Supervision $500.00 /day 37 Drill 
Trucking 
Insurance 
Overhead $250.00 /day 37_ Drill 
Well Equipment • Intangible Installation 
Lease Equipment - Intangible Installation 
Contingencies @ 

BOP/CK $3.500 

13 Complete 

19 Complete 

10.0% ofTotal 

TOTAL INTANGIBLES 

TANGIBLES: 
Well Equipment • Non Controllable 
Surface Casing • 

ftof 

Other Control Subsurface 
Wellhead Equipment 
Lease Equipment - Non Controllable 
Separators $2.500 Treaters 
Flowlines 1.500 
Tanks 
Sales Equipment/Meter Runs, etc. 
Compressors 
Pumps 
Electrical Systems 
Fittings 

Other Control Lease Equipment 

TOTAL TANGIBLES 

$7.000 Tbg Head $10.000 Valves $4,500 

$3,000 Dehyd 
3" Steel OD, (_ _ 

2 • 500 Bbl Oil Tanks Used 
$3.50 /foot 

3 Poles, slack span, meter loop 

POC 

$30,000 
$30,000 

$322,000 

$0 
$65,000 
$42,000 

$25,500 

$5,500 

$18,000 
$16,000 

$16,000 

$85,000 
57,500 
55,000 

$2,500 
$30,000 
$18,500 
$4,000 
$9,500 
$9,250 
$2,500 

$75,200 

$826,950 

57,000 

$71,450 

$119,600 

$45,000 
$15,300 
$12,600 

$30,000 

$10,000 
$0 

$15,000 
$65,000 
$2,500 
55.000 

$18,500 
$2300 

$6,500 
$4,000 

54,750 
$4,500 
$7,500 

$38,500 

$423,750 

' 55,000 
52,500 

514400 
$1,500 
$5,300 
$5,250 
$8,000 
$5,000 

53,500 

53,500 . 

$280,790 

$30,000 
$30,000 

$0 
$110,000 

$12.600 
$25,500 
$30,000 
$12,500 
$8,000 

$18,000 

$10,000 
$0 

$16,000 
$15,000 

$150,000 
510,000 
510,000 
518,500 
$5,000 

$40,000 
$25,000 
$8,000 
$9,500 

$14,000 

$7,500 

$1,250,700 

450 ftof 13-3/8 LS OD, 48 #m,@ $18.00 /foot $8,100 $8,100 
Intermediate Casing • 

4,900 ftof 8-5/8" OD, 24&32 m,® $11.50 /foot $56,350 $56,350 
Producing Casing • 

11,400 ftof 5-1/2" OD, 17&20 #m,@ $9,00 / foot $102,600 $102,600 
Liner• 

300 ftof 4"FJ OD, 12.9 */ft,@ $6.50 /foot $1,950 $1,950 
Tubing • 

11,400 ftof 2-7/8" OD, N-80 6.5 m@ $3.85 /foot $43,890 $43,890 
Rods-

6,600 ftof 1.2" FG OD, $3.00 /foot $19,800 $19,800 
4,400 ftof 7/8"& 1.5" OD, $2.00 /foot $8,800 $8,800 

Pumping Unit / Motor API Size 640 Used Motor HP 50 $45,000 $45,000 
55)800 
52,500 

51,500 
$5,500 
$5,250 
$8,000 
$5,000 

SO 
50 

53,500 
54,500 
53,500 

$352,240 

TOTAL WELL COST COMPLETED 5898,400 5704,540 

REMARKS: 

Prepared By: 

Approval 
Company: 

See Attached Drilling Prognosis For Details 
Drill 17-1/2" surface hole to450'and set 13-3/8" casing. Drill U" intermediate hole to 4,900'and set 8-5/8" casing-
Drill 7-7/8" production hole to 10,000', KO build angle and drill to 11,400' log and evaluate Wolfcamp SL Strawn (D&T costs). 
PB A set 5-1/2" casing at 11.200*. DO SL KO Horiztl. Drill to TVD 11,360'. MD 13,350' to specific BHL per detail. 
Run opitional 4" FJ liner, acidize and equip w/ BPU if required, 

M. Stewart Initials: Title: Engineer 

By:. Title: 

Date: 

Date: 

Shnre %: 100.0000% Net $ Amount: $1,602,940 


